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Part II

Chapter 16

ISSUES REGARDING
ACCESSION OF

CHINA, RUSSIA, AND TAIWAN
TO THE WTO

As of the end of February 2001, 29 countries and regions were seeking ac-
cession to the WTO (see Figure 16-1). This chapter explains the present situation
of negotiations and conditions that should be met before China, Russia, and
Taiwan, accede to the WTO. These countries and region are major trading part-
ners for Japan and major players in world trade.

Expanding the WTO membership is of great significance to all WTO
Members, including Japan. First, accession will improve market access to the
newly acceded countries and regions, accession will also ensure transparent,
foreseeable trading systems because problematic trading systems will be brought
into conformity with WTO rules and thereby set the stage for further expansion
in trade and investment. Second, accession will provide a common framework—
a “WTO yardstick”—to settle future trade disputes with these countries and re-
gions. Furthermore, the more countries and regions accede to the WTO, the
easier it is to maintain and strengthen the universality of the multilateral trading
system.
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Since the establishment of the WTO in 1995, 12 countries have success-
fully acceded through negotiations. These include Ecuador, Bulgaria, Mongolia,
Panama, Kyrgyz, Latvia, Estonia, Jordan, Georgia, Albania, Oman, and, most
recently Croatia, which became the 140th WTO Member at the end of November
2000. Accession negotiations have become more prolonged in recent years.
Some point out that requirements by WTO Members for applicant countries and
regions are often too demanding and the levels of requests on market access, for
example, are often well above the standards of the existing Members. Steady
implementation of the WTO rules is necessary to strengthen the WTO system. It
is also important, however, to accelerate accession negotiations to admit as many
countries as possible to the WTO before the new round of trade negotiations.

Among former members of the Soviet Union, Kyrgyz, Latvia, Estonia,
Georgia, and Lithuania succeeded in achieving accession. These events of his-
torical significance: Their participation as full members in the WTO-based in-
ternational economic system marks a new phase in the evolution of the market
economies emerging from the collapse of the Soviet Union. These countries are
also models for Russia, Ukraine, and the eight other former-Soviet countries,
which are now in the process of transforming themselves into market economies
and which will apply for WTO membership.

As a result of the accession negotiations, in these countries almost all im-
ported items are bound in their tariff schedules; final bound rates on major in-
dustrial goods are only around 10 percent. Other outcomes include: a commit-
ment to broaden liberalization in services; to conform immediately to the TRIPS,
TBT, and Customs Valuation Agreements without a transition period; to abide by
the TRIMs Agreement; to participate in the ITA and the Chemical Tariff Har-
monization Agreement1; and to abolish export subsidies for agricultural products
upon their accession.

                                           
1 The Agreement for tariff reduction on chemical and chemical products (HS 28-39) has set up final tariff rates
(range from 0 percent to 6.5 percent) and implementation periods set by several countries, including Japan, the
United States, and the EU. This was agreed to as part of tariff negotiations during the Uruguay Round.
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Figure 16-1
List of Countries or Regions That Have Applied for Accession to the WTO

 (As of February 2001)

Date of application Country or Region
Prior to 1990  Algeria (1987), China (1986), Nepal (1990), Taiwan (1990)

1993  Armenia, Belarus, Moldova, Russia, Saudi Arabia, Ukraine
1994  Cambodia, Macedonia, Sudan, Uzbekistan
1995  Vietnam, Seychelles, Vanuatu, Tonga
1996  Kazakhstan
1997  Andorra, Azerbaijan
1998  Laos, Samoa
1999  Lebanon, Bosnia & Herzegovina, Bhutan
2000  Yemen, Cape Verde
2001  Yugoslavia

Total of 29 Countries or Regions.

Note: Parentheses indicate the year of application for accession to GATT or
WTO. Lithuania is in the process of completing its ratification.

Negotiations of Accession to the WTO

Accession involves two different sets of negotiations that run in parallel.
The first set of negotiations is conducted on a multilateral basis between the ap-
plicant and Members in a WTO “working party”. Through these negotiations,
the economic and trading systems of the applicant are reviewed, and an “acces-
sion protocol” is drawn up describing the conditions of the applicant for accept-
ing WTO rules. The other set of negotiations often referred to as “market access
negotiations” is conducted bilaterally between the applicant and WTO Members
who wish to negotiate. These bilateral negotiations involve tariff reductions, the
elimination of non-tariff barriers, and commitments in services so as to improve
access to the applicant’s markets. Market access negotiations are conducted to
strike a balance between the rights and obligations of existing Members who
have reduced their tariffs and other barriers to trade through successive negotia-
tions in the past and newly acceding Members who have not done so. The results
of these bilateral negotiations are applied to all Members under the principle of
“most-favoured-nation treatment”.  See Figure 16-2 for an outline of WTO ac-
cession procedures.
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Figure 16-2
Flow Chart of Accession to the WTO Procedures

Country A indicates its intention of accede to the
WTO (The Director-General of the WTO)

Working Party (WP) established (1) by
the General Council

  [Example]        Mongolia

October 1991: Indicated its intention to
accede to GATT
October 1991: General Council decided
to establish WP

Multilateral negotiation in WP
 - Reviews economic policies and
foreign trade regime
 -  Reviews terms of accession

Bilateral negotiations with WTO
contracting parties
 - Schedule of tariff concessions
 - Schedule of specific commitments
in services
 - Elimination of non-tariff barriers,
etc.

WP June 1993
February 1994
May 1994
November 1994
June 1996

 Bilateral nego-
tiations held
with the US,
EU, Japan, etc.
during this time

 

Adoption of WP report and Protocol of accession, including Schedule
of tariff concessions and Schedule of specific Commitments in service
(in the Final WP meeting)

Approval of the accession by WTO contracting parties(2) in the Gen-
eral Council

  Ratification of Protocol of accession by Country A

   Enters into force (3)

Adoption of WP report and Protocol of
accession in the final WP meeting

July 1996: General Council
 - Adopted WP report, Protocol of acces-
sion and Decision on accession
 - Approved Mongol's accession to the
WTO

December 1996: Protocol of accession
was ratified by Mongolia.

January 1997: Mongolia acceded to the
WTO

(1) WP reviews economic policies and foreign trade regime (including tariff system) of country A, then creates protocol of
accession, which prescribes the country's terms of accession.
(2) Decision on accession is taken by the Ministerial Conference according to the Agreement of Establishing the WTO. Gen-
eral Council acts for the Ministerial Conference in the intervals between meetings of the Ministerial Conference.
  - Approval is made by consensus. If consensus is not reached at the meeting of the Council, It shall be decided by a two-
thirds majority of voting the members.
(3) Normally, Accession enters into effect on the 30th day after acceptance of the protocol by the applicant country. (noted in
the protocol)
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Section 1

CHINA’S ACCESSION TO THE WTO

HISTORY AND RECENT DEVELOPMENTS

China has at last reached the final stages of WTO accession negotiations
since it formally applied to accede to the GATT in the form of a “resumption of
its status as a contracting party” in 1986.

For 15 years after its initial application, China has engaged intermittently in
the bilateral negotiations with Japan, the United States, the European Union, and
other WTO Members, as well as the multilateral negotiations in the Working
Party. When negotiations were stagnant, Japan moved ahead of other developed
countries with the aim of reactivating China’s accession process and reached a
conclusion to the bilateral negotiations with China on market access for goods in
September 1997 and for services in July 1999. This was China’s first agreement
with a leading developed country, and it gave new momentum to other bilateral
negotiations.

The bilateral negotiations between the US and China held the key to acces-
sion, but had been stalled by suspensions after the Tian’anmen Square incident
(June 1989) and the accidental bombing of the Chinese Embassy in Belgrade
(May 1999). Later, however, a US-China agreement was reached in Beijing in
November 1999. The EU reached a substantial agreement with China as well in
May 2000. Consequently, the bilateral negotiations with the main developed
countries were virtually completed. As of February 2001, China had roughly
completed negotiations with all 37 of the WTO Members requesting the bilateral
negotiations, with the exception of Mexico.

The multilateral negotiations in the Working Party to draw up the protocol
of accession and the report of the Working Party resumed in March 2000 and
moved forward rapidly in meetings held in June, July, September, November,
December of 2000 and January 2001. It is only a matter of time before these ne-
gotiations reach an agreement.
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BILATERAL NEGOTIATIONS FOR MARKET ACCESS

HISTORY

1) Japan-China Negotiations

From the very early stages, Japan has consistently supported China’s acces-
sion to the WTO. Japan thus moved ahead of other developed countries to hold
bilateral negotiations with China on market access. When Prime Minister
Hashimoto visited China in September 1997, the two countries reached an es-
sential agreement on market access for goods (tariffs, import restrictions, stan-
dards, and certification). After that time, regarding market access for distribution,
finance, telecommunications, construction, and other services, intensive nego-
tiations proceeded right up until Prime Minister Obuchi’s visit to China in July
1999. China offered a package of concessions that were commercially signifi-
cant for Japan and, consequently, led to the successful conclusion of negotia-
tions on 9 July.

2) US-China Negotiations

US-China ministerial-level negotiations were held in Beijing in November
1999. The US delegation, led by USTR Charlene Barshefsky and Presidential
Aide Sperling met with a Chinese delegation led by Trade Minister Shi Guang-
sheng and Vice Minister Long Yongtu for several days of intensive negotiations.
Reports indicate that the leaders of both countries exerted strong political leader-
ship to bring the negotiations to conclusion with the active intervention of Pre-
mier Zhu Rongji.

The China-US agreement that came out of these meetings includes conces-
sions on tariffs, improved market access for services (finance, telecommunica-
tions, distribution, audio-visual, and other areas), special safeguards for imports
from China (to continue for 12 years after accession), antidumping (special
measures for non-market economies to continue for 15 years after accession),
textiles (elimination of the Chinese quota for exports to the US by 2005 so as to
bring measures into consistency with the WTO Agreement on Textiles, plus spe-
cial safeguards measures for the subsequent four years), and other matters.
Further negotiations will be needed in the Working Party, however, to extend the
special measures in the China-US agreement to other countries.

A bill to give China permanent most-favoured-nation status passed the
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Congress and was signed by President Clinton in October 2000. Therefore, the
US will not have to resort to Article XIII of the WTO Agreement and will avoid
declaring that it will not enter into WTO relationship with China (See Reference
2: Permanent Most-Favoured-Nation Status from the United States). Invocation
of Article XIII by the United States would reduce much of the significance of
WTO Membership to China.

3) EU-China Negotiations

After the US-China agreement, Commissioner Pascal Lamy of the Europe-
an Commission visited China to hold ministerial-level meetings with Trade
Minister Shi Guangsheng and discussions with Premier Zhu Rongji in March
2000. No agreement was reached at that time because of differences on liberali-
zation of financial and telecommunications services. Two months later, in May,
Commissioner Lamy again visited China for ministerial-level meetings and ob-
tained a substantial agreement from China committing to accelerated liberaliza-
tion of service sectors, including financial and telecommunications services and
reductions in tariffs on some goods.

OVERVIEW OF NEGOTIATIONS

The results of bilateral negotiations on market access (described below)
will be extended to all Members under the most-favoured-nation principle.

(1) Market Access for Goods

(a) Tariffs

General practice is for countries seeking membership in the WTO to hold
tariff negotiations with Members desiring them, and finalizing the results in a
“tariff schedule” that becomes a commitment under the WTO Agreement. Dur-
ing its accession negotiations, China committed to substantial reductions in tar-
iffs on a wide range of items.

In the past, it was thought that Chinese agreements to reduce tariffs were
meaningless because China was a command economy in which the state had ex-
clusive control over all trade of China. However, the degree of state interference
in trade is steadily diminishing in China under the principle of “socialist market
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economy”. China has also committed to simultaneously abolishing in principle
all quantitative restrictions on imports and adhering to WTO disciplines on state
trade. Tariffs will therefore be the main tool by which imports are regulated, and
the significance of tariff reductions will indeed be large.

The Japan-China agreement of September 1997 resulted in substantial re-
ductions in tariffs on 3,634 items in which Japan was interested, lowering the
average tariff rate (simple average) from 47 percent (1992) to 18 percent.

Examples:

• Automobiles: 50 percent (implemented in 5 years)

• Textiles: 7.5-19 percent (implemented in 8-10 years)

• Video recorders: 35 percent (implemented in 5 years)

• Stainless steel: 18 percent (implemented in 5 years)

• Colour film: 40 percent (implemented in 5 years)

 China has agreed to further tariff reductions in bilateral negotiations with the
US (November 1999) and EU (May 2000). The US-China agreement includes
commitments to reduce the average tariff of 24.6 percent on industrial goods
(1997) to the average of 9.4 percent in 2005, and similarly, the average tariff on
agricultural goods to 17 percent by January 2004. For example, the current tar-
iffs on computers, telecommunications equipment, and Internet-related equip-
ment will drop from 13.3 percent to 0 percent by 2005; on automobiles from the
current levels of 80-100 percent to 25 percent by July 2006; on auto parts, to the
average of 10 percent by 2006; on paper products from the current levels of 15-
25 percent to 5-7.5 percent; on wood products from the current levels of 12-18
percent to 5-7.5 percent. In the EU-China agreement, additional tariff reductions
were committed to above and beyond the US-China agreement. Examples in-
clude alcoholic beverages (from the current levels of 65 percent to 10 percent),
major cosmetics (from the current maximum tariff rate of 30 percent to 10 per-
cent), textiles (to rates on par with those in the EU), and 52 items of major in-
dustrial machinery and equipment (from the current maximum tariff rate of 35
percent to 5-10 percent).

At the Working Party meeting of April 1998, China offered to reduce its
average tariff rate for industrial products covered on 5,669 items to 10.8 percent
in simple average and 6.6 percent in weighted average by the 2005, as a result of
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the bilateral negotiations with Member countries. China also expressed its inten-
tion to participate in the ITA, the zero-for-zero commitment, and the Chemical
Tariff Harmonization Agreement.

(b) Restrictions on Imports

At the Working Party meeting of July 1998, China declared that quantita-
tive import restrictions, such as import quotas, import licenses and import tender,
would be eliminated by 2005. It also submitted an NTM list that includes a
phased-out timetable by calendar year.

The China-US agreement includes a commitment to eliminate these restric-
tions within five years of accession. For example, restrictions on the number of
automobiles imported into China will be eliminated by 2005 and, during that
time, quotas will be expanded from the current $6 billion (level prior to the in-
troduction of an industrial policy for automobiles) at a rate of 15 percent per
year.

The number of restricted items has declined from 1,247 items as of 1993 to
383 items in September 2000.

(c) Standards and Certification (TBT)

At the China-Japan negotiation, China committed to unify all laws, regula-
tions, and standards that currently apply discriminatory standards to imports by
the time of accession to the WTO, and to ensure equal treatment between im-
ports and domestic products and transparency of the system. Upon strong re-
quest from Japanese business interests, China also committed to make improve-
ments specifically in the following areas: the registration of initial import of
chemical products (establishment of rules consistent with international rules),
two certification markings required for electrical appliance imports (simplifica-
tion of procedures to obtain the Great Wall mark and ICCB mark), standards and
certification for automobiles (unified regulations and standards applicable to
both national and imported vehicles), safety and quality permits for boilers and
pressure vessels, (non-discriminatory treatment, introduction of international
standards, and other measures).

(2) Market Access for Services
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Trade in services utilizes the schedule of specific commitments in services
similar to the schedule of tariff concessions used for trade in goods. All WTO
Members are obligated to liberalize trade in services to the extent noted on the
schedule of specific commitments that is specified as the result of bilateral ne-
gotiations (deregulation of foreign services and foreign services providers). All
Members were interested in how ambitious the commitments extracted from
China for services would be. As is the case for goods, the benefits enjoyed by
the Member able to extract the most advantageous commitment from China ex-
tend to all other Members under the most-favoured-nation principle. This will be
discussed by the Working Party and noted in the Working Party report.

An outline of Chinese commitments to major sectors of services follows
below.

(a)   Distribution

Traditionally, strict restrictions on participation of foreign capital in the
Chinese distribution sector have been in place. Some local governments have
permitted foreign companies to enter this sector, but the central government has
only permitted retailers to set up shops on an experimental basis in a few large
cities and economic zones. (Manufacturers are only allowed to sell what they
themselves have made on the domestic market.)

The China-Japan agreement calls for a phased in relaxation of restrictions
on foreign companies after accession, ultimately resulting in the elimination of
geographical and quantitative (number of companies/stores) restrictions. Foreign
ownership restrictions will be phased out within three years after accession
(though there is an exception: foreign firms will not be permitted to have major-
ity ownership in large department and chain stores). For wholesaling, China is
studying potential relaxation of the conditions on establishment. Upon accession,
automobiles will be included in the distribution category, and foreign firms will
be allowed to provide after-sales services to products they have sold in China.
Within three years after accession, foreigners will be free to sell all auto-related
products as long as they establish a sales subsidiary.

In the China-US agreement, there are provisions for phased-out elimination
of all restrictions on distribution services for virtually all products within five
years of accession. Restrictions on rental, freight transportation, warehousing
and other distribution-related services will also be deregulated after accession.
Additionally, in the China-EU agreement, China has also committed itself to
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lifting the specific joint venture restriction on large department stores and virtu-
ally all chain stores, as well as lifting the 20,000 m2 size limit for foreign-owned
stores. However, the content of these commitments needs to be taken up during
the Working Party negotiations.

(b) Telecommunications

China currently has stiff restrictions on the sale of telecommunications and
bars foreign investment in this area. Under the China-US agreement, however,
foreign companies will be allowed to own up to 49 percent of any telecommuni-
cations service, and will be allowed up to 50 percent of value-added services and
paging service within two years after accession. Geographical restrictions will
be phased out for value-added and paging services within two years after acces-
sion, mobile phone services within five years, and domestic priority services
within six years. All services in Beijing, Shanghai, and Guangzhou (combined
total of 75 percent of the domestic telecommunications market) will be opened
after accession.

In the EU-China agreement, the EU successfully negotiated China to al-
low foreign companies two years ahead of schedule for opening the mobile pho-
ne market in the US-China agreement. At the time of accession, foreign compa-
nies will be allowed a 25 percent investment stake, increasing to 35 percent
within one year after accession and 49 percent within three years. China will al-
low foreign suppliers to use any technology (for example, cable, wireless, satel-
lites) they choose to provide domestic and international telecommunications
services within three years after accession.

(c)  Financial Services

Insurance. Currently China only permits foreign insurance companies to operate
in Shanghai and Guangzhou, but under the China-US agreement, life insurance
companies will be free to choose their partners after accession, and foreign com-
panies will be allowed to own up to 50 percent of any venture. In non-life insur-
ance, foreign companies will be allowed to own up to 51 percent after accession,
and will be allowed to establish wholly owned subsidiaries within two years of
accession. Geographical restrictions will be phased out within three years of ac-
cession. The scope of business open to foreign insurers will gradually be
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widened to group insurance, health insurance, and life insurance within five
years of accession.

In the EU-China agreement, foreign companies will be free to select Chine-
se joint-venture partners in the life insurance sector, and there are legal guaran-
tees of freedom from any regulatory interference in private contracts on a 50:50
equity basis. Foreign insurance companies will be able to engage in the same
businesses as their Chinese competitors in the life insurance and non-life insur-
ance sectors two years sooner than the schedule foreseen in the US-China
agreement. China will expand the scope of activities for foreign insurers to in-
clude group, health, and pension lines of insurance, phased in over three years.
(Automobile liability insurance is excluded.)

Banking. There are currently strict geographical restrictions on the establishment
of foreign banks, which are not permitted to engage in local currency (Ren-
minbi) transactions with Chinese nationals. The China-US agreement calls for
geographical restrictions to be eliminated within five years of accession. Foreign
banks will also be able to engage in Renminbi transactions with Chinese compa-
nies within two years of accession, and with individual Chinese nationals within
five years.

Securities. The China-US agreement allows joint ventures with up to 49 percent
foreign ownership to underwrite and trade domestic securities and foreign-
currency securities (bonds and equities). Foreign joint ventures will also be al-
lowed to provide fund management services under the same conditions as their
Chinese counterparts.

(d)   Construction

The China-Japan agreement allows wholly owned foreign subsidiaries to be
established in real estate upon accession (excluding some high-standard proj-
ects). Wholly owned subsidiaries will be permitted in the construction industry
within three years of accession, and in architecture (design) within five years.

(e)   Marine Transportation

The China-Japan agreement includes arrangements for bilateral measures
that will bring further opening in the marine transportation sector. Upon acces-
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sion, China will allow joint ventures with up to 49 percent foreign ownership in
freight forwarding, and one year after accession will allow foreign companies to
have majority ownership, with permission for wholly owned foreign firms
coming within four years of accession.

MULTILATERAL NEGOTIATION IN THE WORKING PARTY

SAFEGUARDS, SUBSIDIES AND GOVERNMENT PROCUREMENT

The liberalization of trade management at the border and the reduction of
tariffs do not necessarily expand trading opportunities by themselves. Under the
WTO Agreement, it is legally possible for governments to interfere in the trade
and production activities of one’s own country to protect domestic industries as
long as certain conditions are met. Safeguards are emergency measures taken to
prevent serious injury to domestic industry from a rapid rise in imports. Ordi-
narily, they take the form of tariff hikes or quantitative restrictions. Subsidies are
an exception to the principle of national treatment, but the WTO Agreement does
allow subsidies to be provided only to domestic industries. Government pro-
curement is also an exception to the principle of national treatment. Govern-
ments are allowed to preferentially purchase domestic goods when sourcing
goods as the final consumer.

The WTO Agreement sets forth rules on these measures so that they are not
abused to create barriers to trade. As a general principle, China will be required
to adhere to these rules when it joins the WTO, but conditions differ according
to the specific agreement, as explained below.

(1) Safeguards

China must adhere to the Safeguards Agreement after it joins the WTO.
Currently, China has no domestic law in place to invoke safeguards. However,
because it lacks safeguard legislation, it must resort to the severe and opaque
measure of import permits to restrict imports where other countries might use
safeguards. China has said that it will pass the required domestic legislation to
invoke safeguards after it joins the WTO, and we expect that it will administer
its systems in conformance with the Agreement.
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The Safeguards Agreement contains procedures for invoking these meas-
ures and prohibitions against “grey area measures” (for example, voluntary ex-
port restraints) which are often used to circumvent safeguard disciplines. China
will be obligated to abolish any such measures that it may have taken as an ex-
porter. The accession protocol contains a transitional period for this to be ac-
complished (Annex 8).

WTO Members have invoked safeguards against Chinese products as well.
The US-China agreement of November 1999 authorizes the accession protocol
to include a special clause regarding safeguards against products of Chinese ori-
gin. This clause allows Members to invoke safeguards against Chinese products
during the first 12 years after Chinese accession when certain conditions are met.
Ordinary safeguards are always invoked on a most-favoured-nation basis (i.e.,
without regard to the origin of the product), but this special clause allows safe-
guards to be taken only against China.

(2) Subsidies

Subsidies are positioned as an exception to the national treatment princi-
ple (application of domestic regulations, no discrimination between imported
and domestic products) found in Article III:8:(b) of the GATT. The WTO Sub-
sidies Agreement strengthens the discipline on subsidies. Obviously, China will
be obligated to adhere to this agreement, but in recent negotiations on the acces-
sion protocol, China has argued that it is a developing country to which the ex-
ceptions for developing countries (Article 27 of the Subsidies Agreement and
Article 6 of the Agricultural Agreement) apply. It, therefore, does not incur the
same obligation to reduce subsidies as industrialized countries do, according to
China. Members respond that China differs from an ordinary developing country
due to the relative weight that it occupies in the world economy and that China
cannot therefore be handled as an ordinary developing country.

(3) Government Procurement

Government procurement is an exception to the national treatment princi-
ple found in GATT Article III:8(a). In light of the large weight that government
procurement occupies in domestic economies, signatories to the Government
Procurement Agreement have, ever since the Tokyo Round, granted one another
most-favoured-nation and national treatment (regardless of the GATT provi-
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sions). Members of the WTO are not obliged to accept the Government Pro-
curement Agreement; it is a “plurilateral” agreement that binds only those Mem-
bers that elect to participate. Only a relatively small number of Members, mostly
developed countries, have joined the agreement. China has not expressed an in-
tention to join the agreement when it joins the WTO and will not be obligated by
the national treatment provisions found therein. However, the accession protocol
contains commitments on transparency of government procurement and a com-
mitment to join the government procurement agreement at some point in the fu-
ture.

TRADING RIGHTS

Trading rights are a remnant from the command economy days when
permits conferred the right to export and import certain items. Currently, these
rights are limited to certain Chinese companies (14,000 companies as of 1998),
and foreign companies are banned in principle from engaging in trading. China
has committed to eliminating the permit system so that all companies in China,
including foreign companies, will have the right to import export goods within
three years after China’s accession to the WTO at the WP in March 1997. It has
also committed to gradually expanding the number of companies engaging in
import and export business through the current permit system, during the transi-
tional period.

JUDICIAL REVIEW, UNIFORM ADMINISTRATION,
 AND TRANSPARENCY

China has committed to fair and independent review of all government
actions that affect trade by a judiciary institution that is independent of the ad-
ministration. This measure will begin at the time of accession.

China has also committed that WTO rules will be implemented at all lev-
els of government administration, that domestic law will be unified in a uniform
manner, and that mechanisms will be established to monitor for discrepancies in
procedures.

To further improve transparency concerning government administration,
China will also assure greater transparency by publishing its laws and other
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measures, formulating public comment procedures, and establishing enquiry
points handle inquiries concerning laws and regulations affecting trade.

NON-DISCRIMINATION

China has agreed to guarantee non-discrimination against foreign and for-
eign-capital companies in applying conditions to the procurement of inputs and
goods and services necessary for production, sales, and export of goods and
services. It is also committed to eliminating at the time of accession the dis-
criminatory two-tiered pricing system for foreign companies purchasing trans-
portation, energy, and telecommunications services charges, etc.

PROTECTION OF INTELLECTUAL PROPERTY

China has committed itself to implement its obligations under the TRIPS
Agreement immediately upon accession. This commitment is laudable. However,
improvements in the areas outlined below are still considered necessary, and Ja-
pan should pursue them vigorously in multilateral accession negotiations, as
well as in regular talks between the patent offices of the two countries.

(1) Inadequate Intellectual Property Rights Legislation

Amendments to Chinese laws have brought much of China’s intellectual
property rights law into line with the obligations of the TRIPS Agreement. But
some inadequacies remain, and China needs to further improve its domestic le-
gal system to bring it into full conformity with the TRIPS Agreement.

(2) Need for More Effective Enforcement of Rights

There are many cases of intellectual property rights infringement in China,
and the manufacture and sale of unauthorized copies and counterfeits of goods
of Japanese and other origins are rampant. As recently as 1995, the United States
and China conducted negotiations on intellectual property under the US Special
301 procedures because of the rampant pirating of CDs and software.
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The Government of China has made efforts to improve its handling of in-
tellectual property rights cases. It has amended its Criminal Law (adding penal-
ties for intellectual property rights infringement), it has provided a legal frame-
work for protection of intellectual property rights by the customs authorities, and
has given the State Administration for Industry and Commerce (SAIC) and pub-
lic prosecutors office stronger powers to identify copied products. Lastly, it has
established an intellectual property division within the Supreme People’s Court.
Despite, infringement is still rampant and we urge on-going efforts to address it.
Administrative problems make it difficult to assess damage compensation and
create a tendency towards local protectionism, making improvements in the
practices necessary. Vigorous steps by the customs authorities to prevent the ex-
port of infringing products are also required. Japan should inform China of in-
fringements on an inter-governmental basis and use talks and other forum to
seek improvements.

(3) Restrictions on Technology Transfers

The “Technology Importation Contract Control Ordinance” and the con-
comitant enforcement rules impose restrictions on international technology im-
portation contracts (i.e., licensing contracts). These restrictions prevent foreign
owners of intellectual property from exercising their full rights and therefore are
inconsistent with the TRIPS Agreement. They are also problematic because they
place foreign providers of technology at a contractual disadvantage, which im-
pairs the expansion of technology transfers (see Chapter 12, Protection of Intel-
lectual Property Rights, Section 2.(1)3).

Specifically, provisions in the ordinance that may violate the TRIPS
Agreement include: a) the term of licensing contracts are limited to ten years.
This may be in violation of Article 28 of the TRIPS Agreement, which gives the
owners of patents the right to sign contracts licensing their patent rights, and Ar-
ticle 33, which obligates countries to protect patent rights for 20 years; and b)
there are prohibitions on contractual limitations on the use of the technology and
maintenance of confidentiality after the contract has expired. Technology trans-
fers include the transfer of “know-how” and other undisclosed information. The
prohibition of both limitations of use after expiration and confidentiality obliga-
tions violates the provision of Article 39.2 of the TRIPS Agreement, which man-
dates prevention of the disclosure and use of undisclosed information.

Although other parts of the ordinance are not violations of the TRIPS
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Agreement per se, they are nonetheless problematic. They include: a) obliga-
tions on the provider of technology not to infringe on the rights of third parties
when providing technology, or obligations on the provider of technology to
guarantee that certain levels of technology will be met; and b) bans on clauses
restricting exports. Both of these impose extremely disadvantageous conditions
on the providers of technology and may discourage licensing contracts.

Obviously, licensing restrictions that violate the TRIPS Agreement should
be amended and brought into conformance with the Agreement, and indeed
amendments to the Technology Importation Contract Management Ordinance
and its administrative rules are now under consideration. Other limitations that
curtail or impair the scope of licensing or that impede international technology
transfers should also be improved.

TRADE-RELATED INVESTMENT MEASURES (TRIMS)

In the accession protocol, China makes commitments above and beyond
the TRIMs Agreement regarding the trade-related conditions imposed on foreign
investment permits. China will eliminate all measures prohibited in the TRIMs
Agreement—for example, local content requirements (obligations to use a set
percentage more of domestic products), which are in violation of GATT Article
III, and export/import balancing requirements (permission to import raw materi-
als and capital goods only in proportion to export earnings and volumes), which
violate GATT Article XI. In addition, it will also eliminate all performance re-
quirements (including export requirements) and technology transfer require-
ments on investments.

In conjunction with this, China has amended its Law on Chinese-Foreign
Equity Joint Ventures, Law on Foreign Capital Enterprises, and Law on Chinese-
Foreign Contractual Joint Ventures to enable full implementation of obligations
of the TRIMs Agreement and the protocol of China’s accession.

STANDARDS AND CERTIFICATION (TBT)

The WTO Agreement contains rules on technical standards and certifica-
tion so that arbitrary standards and technical requirements and the procedures for
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demonstrating conformance thereto do not constitute technical barriers to trade.
These rules are found in the TBT Agreement and, in conjunction with the GATT
non-discrimination principles (most-favored-nation treatment, domestic treat-
ment), these rules provide disciplines for the standards and certification area.

It is hard to conclude that China’s standards and certification authorities
are in full conformance with the TBT Agreement at this time. In China, different
authorities or institutions are in charge of product inspections depending on
whether the product is domestic or imported. The standards by which products
are inspected often lack transparency. When pressed to create a uniform system,
China claims that this dual certification regime is non-discriminatory because
common standards are used. Applying common standards alone, however, is not
enough. There must also be common procedures for certification and a single
authority inspecting both imports and domestic goods. Otherwise, it will be dif-
ficult to allay suspicion that imported products are more rigorously inspected
and thus discriminated against. We hope that China will undertake active efforts
in this regard, especially given the peculiarity of the dual certification system by
international standards. Certification standards and procedures, including the
detailed implementations, should be published, and should take international
standards into account in accordance with the TBT Agreement.

The China-Japan bilateral negotiations resulted in a commitment from Chi-
na to improve specific features of its standards and certification regime upon ac-
cession. The industries involved, however, report that there have been no signifi-
cant improvements, even in the simplification of procedures requiring redundant
markings (Great Wall Mark, CCIB Mark) for consumer electronics. Japan urges
China to adhere faithfully to its commitments in the China-Japanese Agreement.
These issues will need to be taken up during negotiations on the protocol issues.

ANTI-DUMPING, COUNTERVAILING DUTIES, RULES OF ORIGIN

Anti-dumping (AD) duties are collected by importing country govern-
ments when exports are sold at prices lower than domestic market prices in the
exporting country and causes material injury to the domestic industry in the im-
porting country. Duties are set so as to offset the unfairly low prices. Counter-
vailing duties are taxes collected at the border to offset subsidies when there is
damage to the domestic industry of the importing country from subsidies
provided by the government of the exporting country. China formulated its anti-
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dumping and countervailing duty legislation in 1997 and began investigations at
the end of that year into newsprint from the United States, the Republic of Korea,
and Canada, and investigations into Japanese cold-rolled stainless steel sheets in
June 1999. It now has several anti-dumping cases pending and anti-dumping
duties in place.

Obviously, China will be obligated to adhere to the Anti-dumping Agree-
ment after it joins the WTO. There are some aspects, however, of the anti-
dumping investigations and measures currently employed by China that are not
in conformance with the WTO Agreement, and Japan and many other Members
have taken issue with them. The WTO Agreement can be interpreted as obviat-
ing any legal obligation for China to remedy measures taken prior to its acces-
sion (Article 18.3 of the AD Agreement), but negotiations are under way to re-
solve issues in the Working Party report.

One of the largest issues in accession negotiations has been the calculation
of normal values by Members invoking anti-dumping measures against Chinese
goods. The US-China agreement of November 1999 treats China as a “non-
market economy” for the first 15 years after accession and allows the use of
third-country domestic prices and production costs in the calculation of normal
values. The steps are being taken to include wording to this effect in the acces-
sion protocol. This is an unavoidable measure given the state of China’s econ-
omy, in which state-run and state-owned enterprises carry great weight and mar-
kets are far from perfect. In the negotiations on the accession protocol, China
has sought clarification of the definition of “third countries” used in compari-
sons and opportunities for Chinese enterprises to comment during the investiga-
tion process.

For countervailing duties, negotiations seek to include in the accession
protocol provisions for members invoking countervailing duties against Chinese
products to consider general provision conditions in third countries rather than
provision conditions in China in the calculation of the subsidy value. However,
because China has never to this point invoked a countervailing duty, no issues
have been raised regarding specific cases.

Anti-dumping and countervailing duties are border measures targeted at
imports from specific countries (exceptions to general most-favoured-nation
treatment mandated in GATT Article I) and their administration requires deter-
mination of the origin of the imports in question. As economic activities become
more global, it is not necessarily easy to identify the origin of a product, but ar-
bitrary determinations of origin can be potentially major factors impeding trade.
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The WTO therefore contains an agreement on rules of origin, and members are
now in the process of harmonizing their rules of origin. China has expressed its
intention to adhere to the rules of origin agreement after accession, and this has
been confirmed in the Working Party report.

Reference:

The US Permanent Normal Trade Relations with China Act

The United States must pass a law stating that it will not apply the provi-
sion of Section 402 of the Trade Act of 1974 prohibiting the granting of perma-
nent most-favoured-nation status to China (the Jackson-Vanik Amendment)* to
fulfil its WTO obligations to China when China joins the WTO. Were the
“PNTR for China Act”** not to pass, the US would not be able to enter into a
WTO relationship with China. It would have had no choice but to invoke Article
XIII of the Agreement Establishing the WTO, which would prevent the US from
entering into a rights/obligations relationship with China.*** Such an outcome
would make WTO membership of far less significance to China, and China has
therefore sought exception from application of the Jackson-Vanik Amendment as
a precondition to China’s accession. Indeed, this has been one of the largest hur-
dles to be negotiated in China’s accession to the WTO.

President Clinton understood the importance of the PNTR for the China
Bill and made consistently positive statements regarding it. The President and
the US Administration did their utmost to pass the bill, establishing a monitoring
mechanism within the Department of Commerce for China’s compliance with
WTO rules and campaigning at all levels in support of China’s accession. How-
ever, human rights groups and labour unions had deep-seated opposition to the
granting of PNTR for China and had been vigilantly watching developments in
this regard.

The US government submitted the bill to the Congress on 8 March 2000.
Voting in the House of Representatives, the largest hurdle in front of the bill,
took place on 24 May, and the bill was passed 237 to 197. The bill was adopted
as a “package” with the granting of special safeguards procedures against China
and the “US-China Relations Framework Bill” establishing a “Congressional-
Executive Commission on China” to monitor human rights in China.

The bill was expected to pass the Senate without problem, but Senator
Thompson attached an amendment to the bill passed by the House of Represen-
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tatives imposing the monitoring of exports of weapons and technologies of mass
destruction in China and punitive fines against violating companies. This raised
questions about whether the bill would pass the Senate. On 13 September, the
amended bill was rejected by the majority of the senators (65 to 32, 3 abstention)
and on 19 September the original bill passed by the House of Representatives
was passed by the Senate (83 to 15, 2 abstention). On 10 October, President
Clinton signed the bill into law.

This Act shall be effective no earlier than the effective date of China’s ac-
cession of China to the WTO. The Jackson-Vanik Amendment continues to ap-
ply prior to accession (more accurately, until the President transmits a report to
the Congress certifying that the terms and conditions for China’s accession to
the WTO are at least equivalent to those agreed between the US and China on
November 1999.)

* Section 402 of the Trade Act of 1974 (the Jackson-Vanik Amendment)

1) Under Section 402 of the Trade Act of 1974 known as the Jackson-Vanik
Amendment, the Government of the United States is forbidden from en-
tering into trade agreements that would confer most-favoured-nation status
on non-market countries that do not allow free emigration of their people.
This clause was passed with the intention of retaliating against the emigra-
tion restrictions of the former Soviet Union, but in China’s MFN status ca-
se is now politically linked to “human rights problems”.

2) Certain exceptions, however, exist:

(a) If the President issues a report to Congress that the conclusion of a trade
agreement granting most-favoured-nation status will encourage sub-
stantial improvements in emigration freedom.

(b) The President issues an executive order waiving application of the pro-
vision, a trade agreement that grants most-favoured-nation status may be
signed.

(c) However, the President is only authorized to do this for 12 months.
Further extensions require the President to comply with “renewal proce-
dures”, including the issue of an extension advisory to Congress.

3) Most-favoured-nation status for “non-market countries” is granted in bi-
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lateral agreements that must be renewed every three years.

4) The only countries to which permanent MFN status under this section has
not been granted are China, Vietnam, and Belarus (MFN status was grant-
ed to Russia in September 1994).

** Highlights of the PNTR for China Act

1) Termination of application of Jackson-Vanik Amendment after China’s
accession to the WTO

2) Establishment of Congressional-Executive commission on China to
monitor human rights in China

(a) The commission shall issue an annual report

(b) The Congress shall hold hearings on the contents of report

(c) The commission shall be composed of 23 members, nine each from
the House of Representatives and the Senate and five to be nominated
by the Administration

3) Monitoring and Enforcement of China’s WTO Commitments

(a) The Department of Commerce, USTR, Department of Agriculture
and other agencies shall monitor and enforce its rights under the
agreements on China’s accession to the WTO

(b) Procedures shall be established for special safeguards for relief
from market disruption against rapidly increasing imports from
China

(c) An annual report on compliance by China with WTO obligations
shall be submitted to Congress

4) Trade and Rule of Law Issues in China

(a) A task force shall be established to monitor illegal labour (forced
labour, prison labour) in China

(b) Assistance shall be provided for the development of commercial
and labour rule of law in China

5) Taiwan’s Accession to the WTO

Immediately upon approval by General Council of the WTO of terms
and conditions of China’s accession to the WTO, the US representa-
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tive to the WTO should request that the General Council consider
Taiwan’s accession to the WTO as the next order of business of the
Council during the same session

*** The United States has invoked Article XIII of the WTO Agreement and
has decided not to enter into a WTO relationship with Mongolia, Kyrgyz,
and Georgia. (The United States has rescinded this invocation of Article
XIII of the Agreement with respect to Mongolia in July 1999, Kyrgyz in
September 2000 and Georgia in January 2001.)
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Section 2

RUSSIA’S ACCESSION TO THE WTO

RECENT DEVELOPMENTS

The first Working Party meeting on Russia’s accession to the WTO was
held in July 1995. Eleven Working Party meetings have been held so far. These
meetings continue the process of assessing the economic and trading systems of
Russia and discussing individual trade areas. They have not, however, reached
the stage where protocol of accession or a Working Party report specifying the
conditions on Russia’s accession can be drafted.

In July 2000, the Government of the Russian Federation formulated a
“Federal Government Action Plan for Social Policy and Economic Moderniza-
tion 2000-2001”. The plan calls for improvement in living standards, rectifica-
tion of social inequities, and a restoration of Russia’s economic and political
roles in the international community. Among the highest priority tasks in the
plan are bringing domestic law into conformance with WTO requirements and
completing WTO membership negotiations.

These domestic developments set the stage for First Vice Minister Maxim
Medvedkov of the Ministry of Economic Development and Trade, to be placed
in charge of negotiations after the administrative reform of 2000. Negotiations
are now proceeding actively.

Japan supports Russia’s early accession to the WTO on commercially vi-
able terms in a manner that preserves the integrity of the WTO rules. After sub-
mission of the offer on tariffs by Russia, Japan and Russia held bilateral nego-
tiations in Moscow in March 1998, ahead of the US and EU. Japan-Russia bilat-
eral negotiations were held seven times and discussed specific trade areas such
as tariff and non-tariff measures, the standards and conformity assessment sys-
tem, TRIPS, and the development of legislation. In addition, Japan provided
Russia with technical assistance in the autumn of 1998 by sending experts on
standards and certification, intellectual property rights, and services. In January
1999, Japan accepted trainees from Russia with the aim of assisting the Russian
effort to comply with the WTO rules. Russia requested that Japan continue such
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technical assistance.

MEASURES TO BE RECTIFIED
UPON ACCESSION TO THE WTO

(1) Development of Legislation

     The Russian economic and trading systems are improving gradually after the
process of an enormous transition. Its legislative system is developing to ensure
stable conditions for the activities of foreign companies in Russia. In 1999,
many laws and government ordinances, including the Federal Law on Foreign
Investment in the Russian Federation and Federal Law on the Special Economic
Zone, were enforced (The Duma is considering land-ownership laws and a large
part of the tax codes, among others). However, the rules and regulations for their
implementation have not yet been established properly. In some cases, lack of
consistency and transparency can be seen in the enforcement of these laws.

     In addition, “Presidential Decrees”—a special kind of administrative order—
are frequently issued, making it difficult for foreign businesses to understand the
system as a whole. Inconsistency of the laws in a complicated legal system, as
well as a lack of consistency and predictability in implementation, are causing
serious concerns among foreign businesses contemplating setting up operations
in Russia. Foreign businesses, therefore, strongly desire that Russia establish a
judicial system that can effectively settle disputes when they arise. A sound legal
system and its appropriate implementation are also expected to revitalize the
Russian economy.

Meanwhile, some of the federal legislation and ordinances contain provi-
sions that are counter to WTO disciplines. Assuring that domestic laws conform
to WTO agreements will be a major issue in accession. Regarding this matter,
the Governmental Commission of the Russian Federation on WTO Issues has
been established and supervised by the Vice Premier to adjust opinions from re-
lated institutions in Russia. New legislation and amendments to existing laws are
being enacted to bring Russia into conformance with the WTO in areas like TBT,
TRIPS, and government procurement. Russia is also in the process of revising
its laws on safeguards, antidumping, and countervailing duties. The faithful im-
plementation of these changes is expected. New legislation and amendments in
the service area are needed to improve market access.
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Russia’s applied import tariffs are comparatively low as far as can be de-
termined from its laws. It has no quantitative restrictions on imports. Accord-
ingly, Russia seems to have achieved a degree of liberalization equivalent to tho-
se of ordinary WTO members. However, since the economic situation in Russia
has been riddled with difficulties, some people are concerned that policies may
be introduced to restrict imports. Many in the Duma and in the industrial com-
munity have called for tariff increases and implementation of import restriction
measures. We therefore must watch closely. Russia has expressed a reluctance to
commit to “standstill”, by which they would be obligated to refrain from intro-
ducing new protectionism or from intensifying existing protectionism.

(2) Import Tariffs

(a) Applied Tariff Rates

Russia’s new tariff law, which took effect in January 2001, substantially re-
duces tariff rates (this is a temporary provision for nine months in order to coor-
dinate with the Eurasian Customs Union). The financial crisis in 1998 caused the
ruble to plunge to a fraction of its former value against the dollar, which effec-
tively quadrupled tariff rates. With some exceptions, tariffs will go from the
former seven basic increments between 0 and 30 percent to four basic incre-
ments of 5, 10, 15, and 20 percent. This reduction and simplification of tariff
rates will help to suppress attempts to avoid high tariffs by arbitrarily manipu-
lating tariffs at customs, and failure to pay tariffs at all. It is expected to increase
government revenues and to unify tariffs nationwide.

(b) Tariff Offer Problems

Russia presented its initial offer for tariffs concession rates in February
1998 and a revised offer in June and October 2000, and again in February 2001.
The revised offers feature substantial reductions of tariff rates and the number of
non-offered items and other significant improvements. Gaps still exist between
the offer and Japanese requests, however, and Russia is asking for a long imple-
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mentation period. This is therefore an area that will require further and continu-
ous bilateral negotiations.

(3) Export Tariffs and Export Restrictions

From January 1999, the Russian government decided to impose an export
tariffs between five percent and ten percent on various items. Russia explains
that the purpose of export tariffs and surcharges is to increase revenues, and that
they are limited to export items that have benefited significantly from large
swings in the exchange rate against the dollar. Currently, this tariff is mainly
charged against natural gas, petroleum and petroleum products, including ex-
ports to CIS members.

Russia imposed an export tax on metal scrap in 1999. The tax initially had a
clear termination date, but was reintroduced in April 2000 with no termination.

Note: Petroleum Product Export Regulations. Russia imposed export restrictions
on petroleum products (heavy oil, jet fuel, gasoline, diesel, etc.) because
widespread differences between domestic and foreign energy prices had
resulted in shortages of petroleum products within Russia and skyrocket-
ing prices. According to a press announcement in October 2000, Russia
restricted heavy oil exports in November to within 5 percent of domestic
production (the export ceiling was previously 10 percent). As a result,
other related government decisions have lost force and export restrictions
have been lifted for all petroleum products except heavy oil.

(4) Custom Valuation

During negotiations Japan expressed concerns that the reference customs
values, used by Russia to determine customs values for Japanese automobiles
and consumer electronics, might correspond to fictitious minimum values that
are banned in the Custom Valuation Agreement. Russia is currently amending its
laws and ordinances to bring its customs valuation into conformity with the
agreement. Russia is required to provide appropriate information on the amend-
ing the system, including information on implementation.

Meanwhile, the State Customs Committee of Russia issued an order last
August stating that custom valuation for automobiles could be based on values
of the invoice if the importer authorized by the manufacturer of the car was offi-
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cially registered. This has resulted in some improvement. However, some people
have complained that the procedures are still complicated, and further improve-
ments are still needed.

(5) Uniform and Transparent Administration of the Trading System

Many countries have expressed concern over the lack of uniformity and
transparency in the actual administration of the trading system. In Section (2) (a)
“Applied Tariff Rates”, we described Russia’s efforts to create a uniform system
under the new tariff law. We praise these efforts. However, there are still many
examples of problems in this area and Japan continues to seek timely improve-
ments.

First, many observers point out that one must still wait until going through
customs before one is sure of how much duty will be collected because different
customs offices will make different decisions about categorization and different
officers may interpret customs laws and systems differently. In particular, import
tariffs on parts are not imposed uniformly in each custom office and the content
and classification for SKD (semi-knockdown) and CKD (complete knockdown)
parts are also indistinct. There are even reports that it is common for tariffs to
change or be waived in individual negotiations.

Second, procedures regarding mainly raw materials are arduous and time-
consuming. Different customs offices require different documents and forms,
exemplifying a lack of procedural uniformity. There are also differences in tar-
iffs between prices indicated in US dollars and those indicated in rubles. Third,
according to some reports, even when tariff waivers are granted, this information
is not always communicated to the customs office, and duties are charged any-
way. Foreigners incur extra costs just to straighten matters out.

Other comments indicate that it is difficult to deal with the frequent and un-
announced changes to laws and ordinances defining the documents and proce-
dures required to obtain waivers during customs clearance, and that overly cozy
relations between customs officers and customs clearance agents result in de-
clining tariff revenues. These problems in the administration of the trading sys-
tem constitute impediments to business and detract from the expansion of trade
with and investment in Russia. We look forward to early improvements.

(6) Tax System
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Japanese companies have frequently expressed concern that the lack of
transparency and reliability in the tax system and frequent changes to the rules
resulted in problems for promoting business talks and activities. First and fore-
most, the tax system is complicated and includes too many taxes. In addition
there are excessively high tax rates that would leave firms with no profits if
taxes were to be paid according to the rules. For instance, the luxury tax and
value added tax must be paid in addition to the maximum import duty of 30 per-
cent imposed on automobiles, resulting in a very high total tariff rate. The corpo-
rate tax rate is 35 percent, but companies are not allowed to count advertising
and entertainment as expenses, which raises the effective tax rate to 70 percent,
a burden considered excessive by most.

Taxation has not been systematized, and there are no explicit documents
available on administrative procedures. Therefore, its implementation largely
depends on the discretion of the tax officials. Improvements are required to
promote consistency in enforcement and systematization of taxation, including
establishment of implementation regulations.

Russia began to reform its tax system in 2001 in an effort to solve these
problems. Among its goals for the reforms are improvements in the investment
environment, a balanced state budget, reduction and balancing of tax burdens,
simplification of the tax system, and improvement of tax administration. We
look for steady implementation of these measures in the future. The other hand,
in the past, seven days were required from the promulgation of a law or ordinan-
ce to its taking effect. A government decision on 2 March 2000 establishes a
one-month period from promulgation to effect for changes in taxation. We wel-
come the reform.

(7) Non-Tariff Measures (Export and Import Licensing, Quotas)

(a)  Import Prohibitions and Non-Automatic Import Licenses

According to the list of non-tariff measures submitted to the WTO by Rus-
sia, Russia claims to have no import quotas. In reality, approximately 200 items
are subject to import prohibitions or non-automatic import license. Among these
items, about 90 are prohibited to import for reasons other than those stipulated in
the Basle Convention and the Montreal Protocol, which cover chemicals, ma-
chinery, and household goods. At the Working Party of December 1998, the
Members expressed their interest in the licensing system and stated that they
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needed to study it in detail to determine whether it served as an import restric-
tion. Russia also responded that it was in the process of formulating detailed
procedures. It is necessary to examine each item specifically based on the WTO
agreements to determine if there are any problems.

Business people complain that it takes too long to obtain import licenses
and that officials require the submission of some data and evidence that is com-
pletely unrelated to the granting of import licenses. Conformity to the WTO
agreement is required regarding the licensing system itself, as well as its imple-
mentation. Relaxation of the rules to obtain licenses and efficient administration
of the system are also expected.

(b)  Limitation on Period Between Advance Payment and Customs Clearance

According to the “Federal Law on Foreign Currency Regulation and Man-
agement” of October 1992, Russian companies are entitled to receive a refund
promptly from their contractors, if they did not receive their goods within 180
days of advance payment. This has given rise to problems for such items as con-
struction machinery that would normally require a long production period. If
imports cannot be cleared through customs within 180 days, exporters are enti-
tled to deferments of repayment subject to approval from the central bank. Be-
cause time is required before approval can be obtained, this system actually ob-
structs business talks.

In January 1999, the “Federal Law on Budget and Taxation Priorities” and
a Presidential Decree strengthened this regulation by reducing the period from
180 to 90 days. This made the problems more serious because it made it virtu-
ally impossible for delivery within the period for products that are manufactured
after the orders were placed. No matter how faithfully Japanese companies try to
uphold their side of the agreements, problems still exist on the Russian side such
as delays in confirming deposits and time-consuming domestic transportation,
and uncertainty regarding the time period advance payment and customs clear-
ance.

     For import procedures, the central bank issued an order called “Guidance on
Implementing Foreign Exchange Controls for Payment of Non-exchangeable
Currency for Imported Goods” in 1995 that obligates importers to submit “im-
port passports” (the foreign exchange bank cannot transfer payment for the im-
port without them). This passport must clearly state the “delivery period for the
imports (currently 90 days)” and must stipulate that “the price will be returned to
the bank account of the importer if prepaid products are not delivered in the pe-
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riod”. Foreign exchange banks refuse to approve import passports that do not
carry this wording, and exporters are allowing the wording on the passports be-
cause they fear that they will not be paid without it. Russia is taking them as the
core measures to prevent outflow of Russian capital to foreign countries. Ja-
panese companies seek the early elimination of this system.

(8) Standards and Certification

(a)   Discussions on Technical Barriers to Trade
 

The issue of standards and certification is an area of deep interest to many
countries. Japan and Russia have exchanged written requests and responses in an
ongoing effort to supplement the bilateral negotiations. These efforts have
helped to promote their mutual understanding in some aspects. As a result, some
improvements have been made in the standards and certification system in Rus-
sia.

With regard to the general issues of standards and certification, the areas
requiring improvement are (1) assurance of transparency and predictability, (2)
harmonization with international standards and review of compulsory technical
regulations unique to Russia; and (3) unification and simplification. In the
meantime, Russia has established a “Program of Actions” to conform its legisla-
tion system to TBT, and is making efforts to implement measures based on the
program. GOSSTANDART, a national certification body in Russia, has played a
major role in drawing up the program and in carrying out policies on standards
and certification.

Several draft laws including specific regulations are under consideration.
For example, the “Draft Federal Law on Technical Measures in Trade” includes
provisions regarding prior notification of changes in standards, a period for
comments, and publication of standards. The “Draft Federal Law on Conforma-
tion of the Conformity of Products and Services to Regulatory Requirement” in-
cludes provisions for simplification of the procedures and improvement of
transparency by introduction of the manufacturer’s declaration of conformity. In
addition to these Draft Federal Laws, the “Draft Federal Law on Amendments
and Supplements to Law of Russian Federation on Standardization” and the
“Draft Federal Law on Safety Machinery” are under consideration. Japanese
companies are particularly interested in the draft law on manufacturer’s declara-
tion of conformity. Russia plans to make the draft public as soon as possible, in-
cluding the list of products subject to this system, conditions, and specific pro-
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cedures. Introduction of this system to electrical products is required.

We recognize the many efforts that have been made to improve the system,
but there is room for further enhancement. We hope further enhancement will be
the result of consultations with individual countries. These improvements should,
of course, be implemented as early as possible and should be accompanied by
commensurate improvements in administrative systems.

(b) Specific Problems

Below are examples of specific problems encountered.

Introduction of Sanitary Standards and Certification for Consumer Electronics

Since January 1997, an obligation to obtain sanitary certifications (toxic
material content, noise and ozone pollution, and others) has been imposed on
some consumer electronics products. The effects of electromagnetic waves and
noise on human health and international standards regarding these points are still
in their research stage. Internationally, sanitary standards exist as voluntary stan-
dards in some countries, there are no examples of countries that have introduced
mandatory standards like those in Russia.

Japan has requested publication of the list of the products covered by the
system and the standards, Russia has published the list of some products, in-
cluding information technology and communication equipment. Russia needs to
simplify its redundant requirements and to specify its technical standards and as-
sessment methods for electrical products and to improve its institutional frame-
work.

Safety Standards Certification Requirement on Repair Parts of Certificate-
Issued Consumer Electronics at Customs

When parts used in consumer electronics that have already acquired a
safety standards certification as finished products are exported as repair parts,
general international practices do not require any additional safety certifications.
Russia, however, requires the acquisition of safety standards certification for in-
dividual parts each time at customs. Japanese companies wanted to eliminate
such an obligation at the earliest possible time. Russia explained that it is con-
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sidering using conformity manufacturer’s declarations for certain products to
simplify the procedures, and we expect improvement of the system.

Obligation to Display Multiple Russian Certification Marks on Consumer Elec-
tronics

On 30 December 1998, Russia issued its “Instruction on the Prevention of
Certification Mark Counterfeiting” that obligates importers to affix registration
information marks on cartons in addition to the prior requirements that manu-
facturers affix certification marks on the products and that sellers affix registra-
tion information marks on the products. As a result, foreign manufacturers must
purchase three different marks and affix them to their products. Such require-
ments are excessive. This requirement appears to violate the principle of the
non-discrimination of the WTO. Mandatory certification marks are detrimental
to sales activities and, other than safety marks, the requirement of multiple
marks should be removed as quickly as possible.

(9) Trade in Services

     Russia submitted its initial offer in services in October 1999. There were
many problems in the content, but the common criticisms were that: a) Russia
kept many restrictions in a wide range of areas and that Russia had still not
committed to liberalization in many areas. (For example, there were no com-
mitments on business activities in many areas, such as establishment of branches
and representative offices. There also were few commitments on cross-border
supply) Further improvement is required in its offer, including broader and bet-
ter commitments; b) the number of countries listed on the list of Most-Favoured-
Nation treatment exemption is extremely large; c) clearer and more accurate
wording is required.

Russia submitted a second offer in February 2001 based on such indications
by WTO Members. It included further improvement, new commitment areas
(life insurance, for example) and relaxed foreign equity restrictions, but many
restrictions still existed. Some areas even appeared to be moving backward. In
all cases, Japan will discuss these issues during bilateral negotiations and we
will seek further improvements.

The following are examples of the specific problems encountered at the
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current time.

In the distribution sector, alcoholic products, pharmaceuticals, precious
metals, and a large number of other items have been excluded from subject items.
A condition of the “economic needs test” on establishing commercial presence
should be eliminated in retail services. With respect to finance, Russia has re-
strictions on the total foreign share of capital that can be held in the banking and
insurance sectors in Russia (25 percent for banking, 15 percent for insurance).
These restrictions should be relaxed. In the telecommunications sector, the pre-
sentation of requirement is unclear, and restrictions on access of foreign compa-
nies should be relaxed. In the transportation sector, there are no commitments
for marine transportation services or road transportation services.

(10) Subsidies

The reduction and elimination of subsidies for specific uncompetitive in-
dustries is an important point in fiscal reform. The government of Russia is
making an effort to do so. The primary industrial subsidies are for structural re-
forms in hard-hit industries like coal, and for economically distressed areas like
the Far East and Far North. Russia reports that none of these subsidies are in the
“prohibited” category as defined by the Subsidies Agreement. It is entirely un-
known, however, just how subsidies paid to local governments are being used.
Countries have asked for detailed information that can be used in judging the
nature of these subsidies, and there is a need to study how they are administered
in order to ensure future transparency.

In agriculture, price liberalization has resulted in falling production vol-
umes, which has made conditions in the industry difficult and has led to the
payment of subsidies for production improvements, infrastructure construction,
public stockpiles, and preferential loans. Members have requested that the base
period for domestic supports should be from 1995 to 1997—the most recent data
available—although Russia wants to use the 1989-1991 period. Member coun-
tries also requested that export subsidies be eliminated. In response, Russia stat-
ed that it wants to maintain export subsidies though it has not provided such
subsidies in recent years. Further study on this issue is required.

(11) Protection of Intellectual Property Rights

While Russia’s intellectual property rights laws are at nearly the same lev-
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els as those of developed countries, and work continues to bring them into line
with the TRIPS Agreement, there still are many problems to be solved regarding
the way in which laws and ordinances are enforced. For instance, Russia needs
to improve the domestic laws regarding intellectual property protection to pro-
tect undisclosed information, trademarks well-known in foreign countries, and
criminal procedures and sanctions against copyright violations. To ensure the
effective enforcement of intellectual property rights, Russia also needs to estab-
lish border measures by customs authorities to institute penalties sufficient to
deter infringement of Intellectual property right, and to strengthen the Russian
Federation’s juridical system. In addition, the United States, the EU, and others
are seeking improvements in national treatment, Most-Favoured-Nation treat-
ment, retroactive protection of foreign phonograms, protection of geographical
indications, protection of plant varieties, and civil juridical procedures and
remedies.

We do not have sufficient information on the manufacture and distribution
of products that infringe intellectual property rights, but are informed that pirat-
ed CDs, videos, and computer software are readily available. We look for con-
crete improvements in how the laws are enforced, including “border measures”
by the customs authorities, and stronger systems for identifying and bringing
trademarks and copyrights infringements to justice.

Russia is now in the process of amending its TRIPS-related laws, including
the Patent Law, the Law on Trademarks, Service Marks and Appellations of
Origin of Goods, the Copyright Law, including legal protection of computer
programs and databases, and the Law on the Legal Protection of Layout Designs
of Integrated Microcircuits. The State Duma Committees are now considering
these amendments (November 2000).

There has been some discussion on when Russia will conform to the TRIPS
Agreement. Russia claims that it needs time to implement uniform systems
around the country. Japan and other member countries have indicated their posi-
tion that Russia should fulfil all obligations of TRIPS upon its accession.

(12) TRIMs

(a)  Presidential Decree to Attract Investment in the Automobile Industry

Under the “Presidential Decree on Additional Measures to Attract Invest-
ment for Development of the Russian Automobile Industry” of 5 February 1998,
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foreign investors who provide a certain amount of investment in large-scale
projects are exempt from import tariffs for five to seven years on equipment and
parts. However, at the same time, they are required to meet local content re-
quirements (50 percent) as a condition to gain preferential treatment. This gives
rise to the question of inconsistency in connection with the TRIM agreement and
subsidy agreement. As a result of consultations with IMF, the Russian side an-
nounced it would eliminate the preferential treatment pursuant to the presidential
decree. However, by 2000, it seems that there is no action to abolish this meas-
ure based on the local content requirement. As such, it is necessary to implement
Russia’s commitments, including development of legislation.

 (b)  The Law on Production Sharing Agreement

Member countries have focused their attention on the Russian Parliament’s
consideration of legislation on a protection sharing agreement, as the law has
elements that are inconsistent with TRIMS obligations regarding a certain por-
tion of local content. In addition, there are rumours that Russia may be working
to revise this law with the aim of raising the percentage of local content. Russia
explained at the Working Party in December 1998 that calculation of local con-
tent would be based on the purchasing price from local enterprises, including
purchase from subsidiaries of foreign companies in Russia. Therefore, no sub-
stantial problems exist regarding local content requirement. In 1999, the Federal
Law on the Introduction of Amendments and Addenda into the Federal Law on
Production Sharing Agreements and other related amendment laws were adopted.
Furthermore, Russia explained that these laws would be amended (May 2000). It
is necessary to examine carefully whether the system operates properly even re-
garding its implementation.

Note

The Production Sharing Law gives investors the exclusive right to quarry and
develop mineral resources under a contract with the government of the Russian
Federation. The contract obligates the investor to use his or her own funding and
work at his or her own risk. (The grandfather clause in the law will link the Sak-
halin I and II projects with the law, even though they were signed prior to its
passage).

(13) Customs Union with Other CIS Countries
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Russia and the other members of the Commonwealth of Independent States
(CIS) have signed bilateral free trade agreements, and imports to Russia of CIS
products, with the exception of sugar, are not subject to tariffs. An agreement for
establishing economic union from the form of a customs union was also signed
among Russia, Belarus, Kazakhstan, Kyrgyz, and Tadzikistan. The basic role of
a customs union is to employ common tariffs on imports from outside the cus-
toms union. Given that each of the members except Kyrgyz and Tadzikistan is
negotiating separately for WTO accession, adjustments and coordination will be
required.

Russia claims that there are no problems in terms of GATT Article XXIV,
but many countries see Russia’s regional agreements, including the customs
union, as potentially large problems for third countries. Moreover, in 1998, Rus-
sia began preliminary talks aimed at a free trade agreement with the EU that was
based on the partnership agreement between Russia and the EU. However, con-
cerns have arisen about transparency and conformance to the WTO rules. Japan
should continue to seek information on this and study developments.
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Section 3

TAIWAN’S ACCESSION TO THE WTO

HISTORY

In January 1990, the government administering the “Separate Customs Ter-
ritory of Taiwan, Penghu, Kinmen and Matsu” applied for accession to the
GATT under GATT Article XXXIII. In September 1992, after the discussions
about the issue of the priority of WTO accession of China and Taiwan, the
GATT Council decided to establish a Working Party on the accession of Taiwan.
In December 1995, Taiwan filed a new application for admission to the WTO.

Bilateral negotiations with Japan on market access concluded in February
1997. Negotiations with the US concluded in February 1998, with Switzerland
in May, and with the EU in July. Bilateral negotiations have been concluded
with all 26 countries and regions requesting them, except for Hong Kong, which
will not sign for political reasons.

Multilateral negotiations began with the first Working Party meeting in
November 1992. The WP had met a total of ten times by July 1999. Thanks to
efforts by Taiwan to improve, the Chairman of the Working Party was able to
state in May 1999 that there had been substantial progress in the negotiations
and the accession protocol and the Working Party report were for all purposes
complete.

However, in the informal Working Party meeting of July 1999, thought to
be the final meeting of that group, some Members expressed concern over
wording in the draft Working Party report that treated Taiwan as a sovereign
state and advocated that the accession protocol and the Working Party report not
be adopted because of the 1992 GATT Council understanding that Taiwanese
membership must come after Chinese membership. Others responded that the
Working Party was a forum for discussing technical and commercial issues and
that political issues were best left to others. This side advocated that accession
work proceeded. The secretariat took the lead in identifying technical solutions
to the wording problems. However, this issue is intertwined with progress on
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Chinese membership negotiations and an effective solution has yet to be found.
The Working Party has not met since. (Prior to the Working Party meeting, Chi-
na sent a letter to the WTO Secretariat and members of the Working Party re-
questing amendments to wording in the WP report on Taiwan because sovereign
expressions such as “central government”, “president” and “legislative yuan”
were used.) *

Meanwhile, Chinese accession negotiations were accelerated with the US-
China agreement in November 1999, and at the current point in time, with Chi-
nese accession on the horizon, it appears that both Taiwan and China will for-
mally join the WTO without delay under the basic precedent understanding al-
ready in place. However, Chinese and Taiwanese membership will raise issues in
Taiwan regarding its restrictions on telecommunications, trade and navigation
with the mainland (that only indirect methods be used) and its restrictions on in-
vestment in the mainland. Taiwan will have to grapple with whether it wishes to
seek mutual non-application under WTO Agreement Article XIII. (There are
opinions which believe there after no explicit WTO rules regarding marine
transportation and investment, and indirect trade that would immediately infrin-
ge on the non-discrimination principle. Under such opinion, Taiwan’s policy
would not need to be adjusted. Others express that Taiwan will have to invoke
Article XIII.)

Regardless, WTO membership will require Taiwan to act on its liberalizati-
on commitments, including in its relationship with China, and will therefore ex-
pose it to the full force of international competition. Taiwan will certainly re-
quire further structural improvements and competition enhancement.

Note

Order of Accession to the WTO Concerning China and Taiwan

In 1992, the GATT Council established the Working Party based on the
following chairman’s statement.

“All contracting parties acknowledge the view that there is only one China
(United Nations General Assembly’s Resolution 2758 of 25 October 1971).
Many contracting parties, therefore, agree with the view of the People’s
Republic of China (PRC) that Chinese Taipei, as a separate customs terri-
tory, should not accede to the GATT before the People’s Republic of China.
Some contracting parties do not share the views. There is, however, a gen-
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eral desire to establish a Working Party for Chinese Taipei. Taking account
of all the views expressed, I have concluded that there is a consensus
among contracting parties on the following terms, which also meet the
PRC’s concerns: (1) the Working Party on China’s status as a contracting
party should expeditiously continue its work, taking account of the pace of
China’s economic reforms, and report to the Council as soon as possible;
(2) a Working Party on Chinese Taipei should be established now and re-
port to the Council expeditiously . . . ; (3) the Council should give full con-
sideration to all views expressed, in particular that the Council should ex-
amine the China Working Party report and adopt the Protocol for the Peo-
ple’s Republic of China before examining the report and adopting the Pro-
tocol on Chinese Taipei, while noting that the working party reports should
be examined independently.”

AREAS TO BE RECTIFIED
WHEN ACCEDING TO THE WTO

With per capita GNP in excess of $10,000 ($12,000 in 1998), Taiwan’s
economy can be seen as a developed economy. Taiwan has agreed in principle to
undertake the same obligations as a developed country, and, during the past
years, it has made rapid strides in improving its domestic systems and in liber-
alizing trade and investment in preparation for accession to the WTO.

Taiwan has committed to a number of improvements in negotiations. Below
we list points on which initiatives have been taken in recent years, and other
points for which remedies are still awaited.

IMPROVEMENTS TO DATE

(1) WTO-related Laws
 

Taiwan is actively revising and establishing its domestic laws to complete
its legislative process, and is setting up a special task force at the Ministerial
level. The legislative changes are categorized into two sets: a series of law
amendments, collectively called the “Series of Laws related to the accession the
WTO”, and new legislation and amendments of substantial parts of other rele-
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vant laws.

   Twenty-three law amendments, categorized in the first set, were passed by the
legislature in 1997, including Customs Law, Foreign Trade Act, Commodity In-
spection Act, Trademark Act, Patent Law, Banking Law, Customs Law, Foreign
Trade Act, Commodity Inspection Act, Trademark Act, Patent Law, Banking
Law, except Lawyer’s Law.  Regarding the second set, Copyright Law (amend-
ment), Copyright Intermediary Organization Act, Statute for Establishment and
Management of Export Processing Zone (amendment), Food Management Law
(amendment) have been already passed by the legislature until the end of 1999.
Article 6 Paragraph 4 of the Foreign Trade Act, which was regarded an “anti-
Japan” measure, was deleted by the amendment of the Act. Amendments to the
Business Tax Law have eliminated discrimination in the taxation of alcoholic
beverages and tobacco products.

(2)  Tariffs

The simple average of nominal tariff rates in Taiwan is presently 6.53 per-
cent for industrial products (tariff rates for 83 percent of all industrial products
are less than 10 percent) and 21.6 percent for agricultural products (more than 40
items of agricultural products range from 40 to 50 percent). The simple tariff av-
erage was reduced from 30.81 percent in 1984 to 8.25 percent in 1998.

In addition, Taiwan announced at the Working Party in May 1998 that its
tariff offers of 53 percent of agricultural lines, and 50 percent of industrial lines
are to be reduced to 3.8 percent for industrial products and 12.3 percent for agri-
cultural products without staging. And among the other items, the tariff of in-
dustrial products are reduced to the above levels within two years upon acces-
sion, and the tariffs on agricultural products are also reduced to the above levels
by 1 January 2004 or after two post-accession, whichever is later. Taiwan has
already announced its intention to participate in the ITA and the Chemical Tariff
Harmonization Agreement.

(3) Quantitative Restrictions for Automobiles and Other Items

Taiwan prohibited imports of passenger cars and small commercial vehicles
from Japan, the Republic of Korea, Australia, and countries in the immediate re-
gion altogether. It has not applied quantitative restrictions on such imports from
the United States and European countries. Taiwan's bilateral agreement with Ko-
rea on December 1996 and with Japan on February 1997 led it to partly lift the
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import prohibition as a pre-accession measure.

Taiwan has decided to eliminate these measures upon accession and to in-
troduce the tariff quota system (expansion of quota is 20 percent per year). It has
also agreed to fully liberalize its automobile market (final rate is 17.5 percent)
after a transition period (eight years from accession). These agreements on tariff
quotas set quotas for individual countries and a global quota for Taiwanese
manufacturers.

The transition to tariff quotas and fully liberalized measures are also
provided for imports such as specific fruits, beans, meat, and chicken that had
formerly been subject to similar discriminatory import bans. Imports are now
partly taking place under advance implementation quotas. The content and pro-
cedures for these tariff quotas system have been formulated in written form to
ensure transparency. The import ban on motorcycles over 150cc will be elimi-
nated six months after accession. The import ban on passenger cars with diesel
engines will be eliminated two years after accession. Restrictions on leisure boat
imports will be switched to automatic import licensing.

(4) Trade in Services

Amendments to the Foreign Investment Ordinance in October 1997 have
almost completely opened previously restricted areas of investment—including
finance, securities, insurance, and real estate—to foreign investment. In Tai-
wan‘s service commitments, there is substantial improvement in the areas of fi-
nancial, transportation, and audio-visual services in the latest offer. Moreover,
Taiwan committed to areas of basic telecommunications services, which was
specified in the draft schedule. Such a gesture assures further moves toward lib-
eralization and enhanced transparency. Furthermore, Taiwan has committed to
establish the enquiry point on all information relating the above commitments in
service upon accession.

(5) Industrial Subsidies

It has been pointed out that Taiwan has a large number of industrial subsi-
dies, including red–light subsidies prohibited under the Subsidies Agreement.
However, Taiwan took measures to improve such issues and committed that its
system will conform to the WTO Agreement upon accession and that all related
subsidies will be notified to the WTO.

In response to requests from Japan, Taiwan has further committed to elimi-
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nate preferential measures for purchasing domestic products, such as automation
equipment and pollution control equipment, which are regarded as subsidies.
Taiwan has also committed to withdraw its desire to reserve obligations under
the Agreement on Subsidies and Countervailing Measures for the aerospace in-
dustry.  

(6) TBT, SPS

Taiwan has committed that it would fully apply the provisions of the
Agreement on Technical Barriers to Trade from the date of its accession, without
recourse to the transitional period. It will implement emission and noise stan-
dards for motorcycles over 700 cc comparable to international standards and al-
so use international pollution standards for diesel engine pollution, all of which
have been contentious issues in the past. Since January 1998, all consumer elec-
tronic and electrical equipment newly sold in Taiwan is required to be tested and
to obtain type-approval at laboratories designated by Bureau of Commodity In-
spection & Quarantine of Ministry of Economic Affairs under the “Commodity
EMC (Electromagnetic Compatibility) Control Law”. Because Taiwan does not
accept testing results by Japanese laboratories (though it does accept results
from US laboratories), Japanese manufacturers are required to bring samples of
their products for testing in Taiwan. This treatment places Japanese manufac-
tures at a disadvantage. In this regard, the Bureau of Commodity Inspection and
Quarantine (BCIQ), which is under the Ministry of Economics, implemented a
new system in January 2000 that simplifies inspection procedures for consumer
electronics. The measure waives approximately 200 consumer electronic items
from mandatory inspections of each shipment, in exchange for which it requires
inspection approval records to be kept for products that would be impacted. This
acceleration will be phased in for a large number of other consumer electronics
in the next one to three years.

(7) TRIMs

Taiwan committed that it would undertake to eliminate the existing local
content requirement applied to the production of automobiles (40 percent) and
motorcycles (90 percent) and the mixing requirement relating to the use of coal
upon accession to the WTO.  Taiwan has also committed that it would fully ap-
ply the provisions of Trade Related Investment Measures from the date of its ac-
cession without recourse to the transitional period.
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(8) TRIPS

Law amendments regarding Patent Law, Trademark Law, and Copyright
Law have been passed by the legislature to bring its system in line with the
TRIPS Agreement upon accession. Rapid improvements have been seen in Tai-
wan's intellectual property rights regime. Moreover, Taiwan has committed to
fully apply the provisions of the agreement upon accession without recourse to
transitional periods. Regarding the issue of enforcement, which had been con-
sidered problematic in the past, Taiwan stated that it took improvement measures
including stiffer fines for violations, suspensions of violators' businesses under
the Fair Trade Law of February 1999, and training for judges and other officials.
It also established a task force comprised of officials from related Ministries to
work enforcement. This task force formulated an action plan.

(9)  Deregulation of Government Procurement

Taiwan expressed its intention to accede to the WTO Government Pro-
curement Agreement in June 1994 and to open the way for negotiations with in-
dividual countries. In May 1999, Taiwan enforced a new Government Procure-
ment Law, which is consistent with the WTO Government Procurement Agree-
ment. Under the Industrial Cooperation Programmes (ICPs) framework, Taiwan
had been implementing offsets practices, which are inconsistent with the Gov-
ernment Procurement Agreement. These measures, however, will be abolished
under the new law.

(10) Agricultural Policy

Upon accession, Taiwan will eliminate all quantitative restrictions and bind
all tariffs applied on imports of agricultural products. Certain fruits, soybeans,
meat, and poultry that had been subject to discriminatory import bans in the past
will be changed over to tariff rate quotas. Taiwan has already lifted import bans
partly, as a pre-accession measure. It will also eliminate the ban on imported rice
upon accession, moving to a tariff quota system. It is also now possible to handle
aged rice, which has been exported, by a domestic rice sales agent. Taiwan
committed to bind export subsidies at zero and the total domestic support will be
scaled down by the year of 2000, conforming to WTO Agreement on Agriculture.
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