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THE SECOND PART OF DOCUMENTATION 
CONCERNING TRANSPARENCY OF CHINA'S FOREIGN TRADE REGIME 

SUBMITTED TO THE GATT SECRETARIAT 

(12 February 1992) 

1. REPLIES TO ADDITIONAL QUESTIONS RAISED BY MEMBERS OF THE WORKING PARTY 
ON CHINA'S STATUS AS A CONTRACTING PARTY 
(Annex A) 

2. THE OUTLINE OF THE TEN-YEAR PROGRAMME AND THE EIGHTH FIVE-YEAR PLAN 
FOR NATIONAL ECONOMIC AND SOCIAL DEVELOPMENT 

3. LISTS OF PRODUCT CATEGORIES SUBJECT TO STATE PRICING 
(Annex B) 

4. LIST OF SIXTEEN PRODUCTS TO BE REMOVED FROM IMPORT LICENSING REQUIREMENTS ") 
(Annex C) 

5. COMPILATION OF REGULATIONS AND RULES FOR FOREIGN EXCHANGE CONTROL OF 
THE PEOPLE'S REPUBLIC OF CHINA 

6. COMPARATIVE MANUAL OF CUSTOMS TARIFF NUMBER AND ITEMS/RATES OF PRODUCT 
TAX/VAT - THE PEOPLE'S REPUBLIC OF CHINA 

7. DIRECTORY OF CHINESE FOREIGN ECONOMIC RELATIONS AND TRADE ENTERPRISES 
1989 

8. LIST OF FOREIGN TRADE CORPORATIONS DESIGNATED TO HANDLE IMPORTATION OF 
THE FIRST CATEGORY OF PRODUCTS 

9. LIST OF PRODUCTS SUBJECT TO MANDATORY IMPORT PLAN 
(Annex D) 

10. LIST OF PRODUCTS FALLING UNDER THE FIRST AND SECOND CATEGORIES BY 
TARIFF LINES J> 
(Annex E) 

•Items 1, 4, 9 and 10 are contained in the following pages of this 
document. Other documentation is available for consultation in the GATT 
Secretariat, Office No. 2028. 
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ANNEX A 

Replies to Additional Questions Raised by Members of the 
Working Party on China's Status as a Contracting Party 

1. Question: (1.4)* What is the precise meaning of the commodity 
economy system integrating planned economy with market regulation? 

Answer; Economic planning and market regulation are two different 
ways of ensuring rational allocation of resources. The planned commodity 
economy system brings into full play the advantages of both methods to 
achieve the same objective. The main function of economic planning focuses 
on the projection, programming, guidance and regulation of the overall 
social and economic activities with a view to maintaining equilibrium of 
the national economy and structural balance and harmony. The integration 
of planned economy with market regulation implies that the objective law of 
market forces and the supply/demand equilibrium should be respected in the 
planning process. 

2. Question: What is the exact time frame for the economic readjustment? 

Answer: The economic readjustment started in the second half of 1988 
and was largely completed towards the end of 1991 with the basic objectives 
of the readjustment being met. Now the engine of dynamic growth has been 
restarted and efforts are being made to accelerate the economic reform. 

3. Question: How is the mutual support between party secretaries and 
factory directors implemented? 

Answer : The law on State-owned enterprises clearly provides that 
factory directors are the legal representatives of enterprises. The 
factory directors play the central role and assume full responsibility in 
enterprise management. The party secretary provides political guidance to 
support directors in the management of enterprises. 

4. Question: Should the administrative heads of an enterprise seek the 
Party Committee's opinion before making important decisions concerning 
long-term development programmes, annual production plans, major 
technological upgrading and major construction projects? 

Answer: Yes, they should. This is a democratic management mechanism 
to minimize the possibility of mismanagement by the enterprises' directors. 
The fact that Party organization is consulted on important issues does not 
prevent administrative heads from exercising their decision-making role in 
management of factories. 

The bracketed numbers in this question and those that follow 
correspond to the section and paragraph numbers contained in document 
Spec(88)13/Add.4. 
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5. Question: Is the merger of enterprises in line with the needs of 
economic retrenchment? 

Answer : The question of encouraging mergers arose when a large number 
of enterprises faced closing as a result of austerity measures. The merger 
or takeover of failing enterprises by successfully managed enterprises 
resolves the problem of unemployment and makes efficient use of existing 
assets and facilities. This is one of the ways of adjusting the 
organizational structure of enterprises. 

6. Question; What is the relationship between decentralization and 
macro-control? 

Answer: Strengthening macro-control and decentralization are mutually 
supportive. A well-conceived, effective macro-economic control system is 
indeed a prerequisite for orderly decentralization. It helps to ensure 
balanced, sustainable economic growth without inappropriate and excessive 
administrative interference in the management of enterprises. 

7. Question: What criteria will be decisive for contract renewals: 
profit and efficiency maximization or State benefit? 

Answer : The idea of the contract system is to let the director or 
manager take responsibility for increasing enterprise efficiency and 
profit. The greater profit he makes, the greater his contribution will be 
to the State. Both aspects are equally important and inter-related. 

8. Question: What is the economic justification for the priority given 
to large and medium-sized enterprises? 

Answer : The large and medium-sized enterprises are the backbone of 
the national economy. The revitalization of these enterprises will give 
strong impetus to the whole economy and bring along the small-sized 
enterprises. The economic justification lies in economies of scale to 
achieve maximum efficiency by reducing overhead expenses, exploiting 
existing technological expertise, avoiding waste of materials and making 
full use of existing production capacity. 

9. Question: Why has emphasis been given to the most inefficient segment 
of the industrial structure (the large enterprises)? 

Answer : Not all large and medium-sized enterprises are operating 
inefficiently. Many of them are highly efficient. The problem of some 
large enterprises is attributable to several complex factors, e.g. heavier 
financial burden than that of township enterprises, irrational price 
structures and internal management problems. The leading role of these 
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enterprises is decided by their importance in the national economy. This 
is a key area for further economic reform in the Eighth Five-Year Plan 
(1991-1995). The aim is to make these enterprises efficient. 

10. Question; What are the measures taken to correct the alleged weakness 
of Party leadership in economic development? 

Answer: In 1978, the Party made a decision to shift the focus of its 
work to economic development. The Central Committee has devoted much of 
its time to elaborating a work programme in economic development and has 
worked out detailed proposals for the Ten-Year Development Programme for 
the Nineties for the national economy and social development and the Eighth 
Five-Year Plan (1991-1995) which was approved by the National People's 
Congress. 

11. Question: What role can the market play in the guidance of the 
Chinese industrial economy (Reference to Point 17 of the Decision of the 
Fifth Plenary Session of the Thirteenth Central Committee)? 

Answer : Certain limitations imposed by the State on some State-owned 
enterprises should not be interpreted simply as governmental intervention 
as they are based on the relevant market supply and demand situation. 

12. Question: What is China's policy toward village and township 
enterprises? 

Answer : The Ten-Year Development Programme for the Nineties has 
clearly stated that the government will continue to give active support to 
village and township enterprises, while ensuring rational planning, correct 
guidance and improved administration. At present, those enterprises 
account for 25 per cent of GNP and 30 per cent of national industrial 
output. It is projected that there will be a major development of village 
and township industry and that the aggregate annual output will increase to 
66 per cent by 1995. 

13. Question: What is the precise scope envisaged by the Chinese 
authorities for the development of individual and private enterprises? 
What are the precise means to be used for their strengthened management and 
guidance? 

Answer : Our economic system is based on multiple forms of ownerships, 
with public ownership as the dominant form. As it stands now, in terms of 
national industrial output, the State-owned sector accounts for 56.1 per 
cent, collective ownership accounts for 35.7 per cent, individual ownership 
accounts for A.7 per cent, with miscellaneous ownership at 3.5 per cent. 
In retail sales, State ownership accounts for 39.8 per cent, collective 
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ownership 31.9 per cent, individual and private 28.3 per cent. The 
individual and private enterprises should be legally registered and conduct 
their business and pay taxes according to laws and regulations. 

14. Question; Why is there a ban on commercial transactions of the means 
of production by private citizens? 

Answer; Government departments concerned are positively considering 
the possibility of commercial transactions of important means of production 
by private citizens. Some categories will be operated on a trial basis. 

15. Question; What has been the result of the implementation of 
centralized distribution of coal? 

Answer ; As coal is concentrated in the North and West of China, 
transportation constitutes the main constraint. The so-called centralized 
distribution of coal is in fact the rational distribution of transportation 
capacity. 

16. Question; Could you please describe the measures taken by China to 
implement the tightening of market and price control? 

Answer; Administrative measures, such as price inspections, were 
taken to stop unwarranted price increases and speculation. The measures 
worked to some extent. But the truly effective measures were those aimed 
at tightening the credit supply, properly controlling the level of capital 
formation, raising State prices for grain and other food products to 
encourage production and providing consumer subsidies to relieve the burden 
of cost-of-living increases on the urban population. 

17. Question; Do the Chinese authorities believe that China's credit 
policy favouring State industry will bring the Chinese system closer to the 
principles of a market economy? 

Answer; The tightened credit policy is intended, inter alia, to curb 
overheated growth and readdress sectoral imbalances in the national 
economy. In such circumstances, sectoral priority in granting credit is 
absolutely necessary to restore sectoral balance. China is a developing 
country. Its industrial policy is a part of its national development 
programme aimed at accelerating economic growth, which will in turn 
contribute to the growth of the world economy. 

18. Question; What are the "private banks and money shops" which China 
intends to eliminate? 
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Answer ; This reference is to illegal lending operations which have 
not received appropriate authorization or registration. Foreign private 
banks are not affected. 

19. Question; Could you please describe the measures to increase delivery 
of products to the states according to the share of State investment? 

Answer; In order to increase the supply of materials, the State Plan 
earmarks a certain amount of money for investment in enterprises. But 
enterprises are required to deliver their products in accordance with the 
stipulated terms. These are temporary measures adopted during the economic 
readjustment. 

20. Question; Could you please describe the results of centralized price 
control on products of vital importance to the national economy and 
people's livelihood? 

Answer; The objective was to stabilize the prices of means of 
production and products that meet the basic needs of the people. It was a 
partial remedy for the control of inflation. As the major objectives of 
economic readjustment have been achieved, the focus has now been shifted to 
continued and further price reform. The emphasis of price reform will be 
on adjusting upward the State prices of means of production, appropriately 
raising procurement prices for grains and reducing fiscal expenditure on 
price subsidies and gradually liberalizing prices of production of general 
processed products, durables and other products of high supply-demand 
elasticity. Measures will be taken to gradually eliminate the double-track 
prices or narrow the price differences in the double tracks. The 
elimination of the double-track prices for means of production will in turn 
facilitate the elimination of the double-track prices for all other 
products. Detailed information can be found in the "Outline". 

21. Question; Could you please describe the results of measures to 
increase the scope and proportion of mandatory planning? 

Answer ; The question is no longer relevant. The outline for the 
Eighth Five-Year Plan (1991-1995) contains a ten-point reform programme and 
envisages the gradual shifting of the main task of economic planning toward 
economic projection, programming, guidance and regulation of the overall 
social and economic activities with a view to correctly guiding the 
direction of the national economy and maintaining aggregate equilibrium and 
sectoral balance. The general trend is to further develop the market 
mechanism, narrowing the scope of mandatory planning and expanding that of 
guidance plans and market forces. 

22. Question; How much in precise do terms the Chinese authorities 
believe the Chinese system should deviate from the pure market economy? 
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Answer: We are in favour of the combination of a planned economy with 
market regulation. The response to the previous question provides general 
guidance on the role of planning in the future. It is impossible to 
describe how far a system deviates from a pure market economy, because no 
one has ever attempted to give an accurate definition of a pure market 
economy and no country in the world has a pure market economy. 

23. Question; Could you please provide information about the "double 
guarantee" enterprises? 

Answer : This is a kind of experiment designed to increase the 
implementation rate of contractual obligations. It makes State support 
conditional upon fulfilment of contracted obligations by the enterprises. 

24. Question; Could you please provide more information about the 
ten-point schedule for improving control over commodities? 

Answer ; This refers to a suggestion concerning the reform of the 
distribution of commodities. The main idea was to let market forces play a 
greater role in the marketing and distribution of commodities. 

25. Question; What measures are envisaged to foster grain production? 

Answer ; State-fixed prices for grain were raised in 1991 in order to 
encourage grain production. A wholesale market for grain has been 
established, with the possibility of it developing into a future market. 
This is an important aspect of market-oriented reform in grain trade. 

26. Question; Is the market mechanism functioning in the production and 
distribution of cotton? 

Answer ; In order to stimulate cotton production to meet the demands 
of the domestic textile industry, the State decided in 1990 to raise the 
cotton purchase price by 26 per cent. This helped to rationalize the price 
of cotton and stimulate the initiative of farmers to increase cotton 
production. As a result, cotton output increased by 18 per cent in 1990. 

27. Question; (2.1.1) Could you provide information about the Production 
Commission including its administrative level and function? 

Answer ; Vice-Premier Zhu Rongji is the head of the Production Office 
under the State Council. Its function is to participate in the 
formulation, implementation and co-ordination of annual plans for national 
economic development and to promote technological advancement of 
enterprises. 
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28. Questions; (2.1.2) Can the Chinese authorities provide a detailed 
description of the restriction measures of provincial and other local 
authorities? 

Answer; This refers to check-points set up by local authorities to 
prevent materials and products moving across provincial borders. Such 
restrictions are prohibited. Lawmaking bodies are in the process of 
formulating laws and regulations to stop unfair competition. 

29. Question; (2.2.1) What is the latest position in respect of the 
imposition of central policy on foreign trade corporations? What plans are 
there to allow foreign trade corporations to develop their own commercial 
policies without having to take account of centrally-imposed policy 
guidance? 

Answer; It is our established policy objective to turn foreign trade 
corporations into independent business entities responsible for their own 
profits and losses. During the latest foreign trade reform in early 1991, 
subsidies to cover operational losses were abolished. The enterprises 
themselves are fully responsible for their profits and losses. 

30. Question; (2.2.1) What is meant by the phrase "in general" in this 
section? 

Answer; The phrase means that there are other foreign trade 
corporations engaging in the import and export of agricultural products. 

31. Question; (2.2.2) Is the responsibility system more symbolic than 
substantive? Does the double guarantee system represent the new direction 
in enterprise management? 

Answer; It is substantive. The double guarantee system is only an 
experiment. It is not a new policy direction in enterprise management. 
Our objectives continue to be directed at building a new economic system 
and an operational mechanism that integrates the planned economy with 
market forces, separating the ownership and managerial authority, exploring 
different operating modes of public ownership (including the responsibility 
system) and strengthening the market system. 

32. Question; Will priority be given to leasing or shareholding in the 
development of the contract responsibility system? 

Answer; As mentioned above, we shall explore different modes of 
increasing the vitality of enterprises, including leasing and shareholding. 

33. Question; Can the Chinese authorities provide information about the 
proposed law on limited liability and shareholding? 
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Answer ; This proposal is still at an exploratory stage. It is not 
currently possible to elaborate on this proposed law. 

34. Question; Can the Chinese authorities explain the system of 
separation of taxes and profits? 

Answer; State-owned enterprises used to surrender all their profits 
to the State treasury without paying income tax. The reform requires 
enterprises to pay income tax instead of surrendering profits. By so 
doing, enterprises gain remuneration from greater profits. 

35. Question; Will the State-run enterprises make more efficient use of 
resources than the rural enterprises competing with them? 

Answer ; The question has to be examined on a case-by-case basis. The 
question may refer to a situation in which the State-owned enterprises have 
to sell their products at State-set prices and purchase inputs in the open 
market while the rural enterprises sell their products at market prices 
(generally higher) and consequently realize higher profits which enable 
them to purchase inputs at higher prices. As a result, efficient 
State-owned enterprises (with higher technological standards and higher 
quality products) have to run at below capacity because of a shortage of 
raw materials. This situation is difficult to avoid in the transition to a 
new system of planned commodity economy. 

36. Question; (2.2.3) Is there a partial return to collective farming? 

Answer; There is no change in the rural household system as far as 
government policy is concerned. Is has been generally observed that the 
dynamics of household farming have been less than impressive. Further 
development of agriculture will require appropriately expanded levels of 
production and inputs, and increased specialization. What is envisaged is 
a kind of voluntary integration, not a return to the kind of collective 
farming which existed previously. 

37. Question; What is the rationale behind rigid handling of credit to 
rural industries? 

Answer ; The restrictions on bank credits are necessary to address the 
problem of protectionism at the sub-national level through which local 
authorities prevent State-owned enterprises from obtaining raw materials. 
Modern textile mills are unable to obtain cotton to keep production going 
while primitive rural mills use locally-produced cotton to turn out a 
sub-standard quality of cloth at high cost. It makes sense to refuse bank 
credit rather than to use administrative orders to stop this form of local 
protectionism. 
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38. Question: Does the policy on rural industries tend to limit the role 
of rural enterprises to that of sub-contractors for large State-owned 
enterprises? 

Answer; Due to their early stage of development, rural enterprises 
can only undertake simple processing by signing voluntary contracts with 
large State-owned enterprises. This is a natural process of 
industrialization. 

39. Question: What is the basis for closing down a large number of rural 
enterprises? 

Answer : The closing-down of a large number of rural enterprises was 
attributable mainly to a tightened credit policy necessary to curtail 
over-heated economic growth and serious inflation which resulted in a sharp 
decline in demand. As economic growth begins to pick up again, these 
enterprises are once again becoming very active. As a matter of fact, the 
regained growth of large State-owned enterprises has pushed rural 
enterprises to grow at a higher rate than State-owned enterprises. 

40. Question: What measures have been taken to avoid unjustified 
take-overs of township enterprises by government-owned enterprises? 

Answer: The government prohibits such practices. China is a large 
country in the process of reform. It is impossible to immediately and 
completely eliminate such a phenomenon. That is why we have always 
stressed the need to strengthen the legal system. 

41. Question: Do the Chinese authorities envisage a more substantial role 
for individual enterprises? 

Answer: It is a fact that in 1989 there was a drop in the number of 
individual enterprises as a result of slackened business activity, but 
growth resumed in 1990. These enterprises are particularly active in 
construction and transportation. 

42. Question: How many equity and contractual joint ventures between 
foreign partners and Chinese private firms have been established? 

Answer: It is no secret that given China's existing per capita income 
levels, resident Chinese citizens can hardly afford to enter into joint 
ventures with foreign investors. However, there are many overseas Chinese 
citizens forming joint ventures in China with foreign enterprises. 

43. Question: Will China require foreign investment enterprises to limit 
wages and benefits of Chinese employees to a level not exceeding 50 per 
cent of wages and benefits of employees of State enterprises in the same 
industry? 
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Answer ; According to the wage system, annual bonus payments should 
not exceed 4.5 months pay. Enterprises must pay a bonus tax for 
overpayment. Fifty per cent would be equivalent to 6 months' pay. It is 
really a privilege for foreign investment enterprises. This policy is 
designed to curb inflation. It is in the interest of foreign investors not 
to push wages to an artificially high level. 

44. Question; What price-setting functions are exercised by the chambers 
of commerce? 

Answer ; The main function of chambers of commerce is to co-ordinate 
the business activities of member corporations in accordance with State 
laws and regulations and policies, including co-ordination in import and 
export prices, particularly in preventing member corporations from engaging 
in dumping practices. 

45. Question: How in fact does guidance planning and macro-economic 
regulation and control apply to Special Economic Zones? 

Answer ; Guidance planning provides information about the general 
direction and objectives of the national economy, which is important for 
enterprises in Special Economic Zones in their decision-making as to 
production and sales. 

46. Question: What is the precise situation of the lawmaking process of 
the Foreign Trade Law? 

Answer: We have a tenth revision of the draft law. In order to 
ensure that our trade law is in line with common international practice and 
taking full account of the situation of China, we have sent delegations to 
Canada, the United States, the EEC and Mexico to learn of other countries' 
experiences in this respect. A National Conference on Economic and Trade 
Laws will be held in late February 1992. The draft Foreign Trade Law will 
be discussed at the meeting. It is planned to submit a revised draft law 
to the State Council during 1992. The State Council will submit it to the 
People's Congress for adoption in 1993. 

47. Question: (3.1.2) What changes to plan targets are anticipated under 
the new Five-Year Plan? 

Answer: As mentioned earlier, the reform programme during the Eighth 
Five-Year Plan envisaged the reduction of mandatory plans and the expansion 
of guidance planning and market regulation. As a result of the independent 
management of foreign trade enterprises, the number of products subject to 
foreign trade mandatory plans has been substantially decreased. 
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48. Question; (3.1.3) Which products are subject to mandatory planning 
and which products (specifying HS or CCCN code) are subject to guidance 
planning? 

Answer; Please see the list provided to the Secretariat. 

49. Question; (3.2.3) Are there any restrictions on the use of foreign 
exchange retention quotas? 

Answer; There is no restriction on the use of foreign exchange 
retention quotas. They can be used for imports or sold in the foreign 
exchange swap markets. 

50. Question; (3.3.2) Could you please provide information concerning 
import permits other than import and export licenses? 

Answer; As it stands now, we have only import and export licenses, 
there are no other permits. For detailed information, see the list of 
import and export licenses. 

51. Question; (3.4.1) Have the Chinese authorities envisaged the 
possibility of using tariffs as a policy instrument in addressing the 
problem of budget deficit? 

Answer; No. 

52. Question; (3.4.2) What plans are there to change the Chinese Tariff 
Classification System to the Harmonized System? 

Answer ; The Harmonized System came into effect on 1 January 1992. 

53. Question; (3.4.5) What changes have taken place in respect of the 
regulatory tax? 

Answer ; We shall eliminate this tax by the end of March 1992. 

54. Question; (3.5.2) Document Spec(88)13/Add.4 says that there is no 
separate legislation in China providing relief to domestic producers from 
injurious imports. What is the basis in the Chinese legal system for the 
frequent import bans enforced by the Chinese authorities? 

Answer ; Import restrictions to relieve domestic producers from 
injurious import are based on China's national industrial policy endorsed 
by the People's Congress. 
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55. Question; (4.1.1) What are the HS or CCCN Products Codes of the 
products subject to State pricing and State guidance prices7 

Answer ; We have provided a list by HS number of products subject to 
State pricing. But State guidance prices are rather flexible. 

56. Question: (4.1.2) Can the Chinese authorities provide detailed 
information on the elimination of import subsidies for products? 

Answer : There is no change with respect to the elimination of import 
subsidies for twenty-three products. As it stands now, the following seven 
products continue to receive import subsidies: grain, cotton, wood pulp, 
chemical fertilizer, intermediaries for insecticides, detergents and 
phosphates. 

57. Question: (4.2.1) Can the Chinese authorities confirm that China 
will reduce commercial loan interest rates and consumption taxes on 
Chinese-made colour television sets? Is this compatible with GATT? 

Answer : This was a temporary measure introduced to relieve the 
problem of heavily-accumulated stocks of domestically-produced colour 
television sets. We are prepared to unify the rate for domestic and 
imported television sets. 

58. Question: (4.4) Can you give further clarification on China's 
technical standards? 

Answer : Under this heading, several questions have been raised. The 
Law on Import and Export Commodity Inspection should be viewed in a 
positive light. Its objective is to ensure the quality of import and 
export products and to promote the smooth development of foreign economic 
relations and trade. It is not and will never be used as a policy 
instrument to regulate trade. 

The following are the important elements necessary for a better 
understanding of the inspection system: 

(1) The Commodity Inspection Authority publishes the List of Import 
and Export Commodities subject to Inspection Enforced by the 
Commodity Inspection Authority. Not all standards for inspection 
are mandatory. 

(2) China does not have any technical or quality standards specially 
designed for imported goods. 
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(3) Compulsory standards are established for sanitary, hygiene and 
safety considerations for domestic products. These compulsory 
standards are equally applicable to imported goods. 

(4) The Inspection Law provides that inspection shall be carried out 
in accordance with inspection standards stipulated in trade 
contracts. The inspection authorities take a neutral stance. 
They only provide services in the process of trade. 

59. Question; Can you provide current information about China's bilateral 
trade and payments agreements? 

Answer; The Japan-China Long-Term Trade Agreement falls in the "first 
category". Trade agreements with Eastern European countries have all been 
replaced by cash trade. 

60. Question; Could you please provide a list, by tariff line, of "first 
category" and "second category" imports? Please note the scope and nature 
of the import restrictions applied to these goods. 

Answer; "First category" and "second category" refer to product 
categories subject to mandatory plan targets. They do not involve the 
question of import restrictions. The "first category" includes those 
products handled by one or several designated foreign trade corporations. 
The "second category" includes products handled by many foreign trade 
corporations and other enterprises with foreign trade rights. A list of 
these products has been provided. 

61. Question; Could you please provide a current list, by tariff line, of 
goods for which an importer must secure an import license from the State, 
from provincial authorities, or from both? 

Answer ; We have provided a list of fifty-three products subject to 
import licenses. A list of eight-digit HS tariff numbers is now available. 
Descriptions can be found in the tariff schedule. We have also provided a 
list of sixteen categories of products to be taken off the list of import 
licensing requirements. 

62. Question; Could you please provide a current list, by export 
classification line, of goods for which an exporter must secure an export 
license from the State, from provincial authorities, or from both. 

Answer; Similarly, a list is now available. 

63. Question; Could you please provide a current list (e.g., from the 
1990 or 1991 Foreign Trade Plan), by import tariff and export 
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classification line, of the products covered by mandatory trade planning? 
Please indicate in each case which foreign trade corporations have been 
designated to exercise trading rights and distribution control for these 
items. 

Answer ; We have provided a list of products covered by mandatory 
import plans. As a result of the new foreign trade reform, mandatory 
export plans have been abolished. 

64. Question: Could you please list the quantities specified in the 
Foreign Trade Plan (e.g., in 1990 or 1991) for the importation and 
exportation of particular products? Please list the countries designated 
to supply or receive these goods. 

Answer; We are not in a position to provide target plan figures, as 
foreign trade plans are commercial secrets, the disclosure of which would 
prejudice the commercial interests of enterprises. Such plans do not 
specify sources of supply and destination. 

65. Question: Could you please provide a copy of the laws, regulations, 
decrees, decisions, guidelines etc., in translation, indicating the 
criteria the SAEC applies in approving or disapproving the use of retained 
foreign exchange? 

Answer : In response to this question, we have provided a copy of the 
Compilation of Regulations and Rules for Foreign Exchange Control of the 
People's Republic of China. 

66. Question: Could you please provide a list of the criteria used by 
industrial ministries to approve or disapprove the use of retained foreign 
exchange by the enterprises and firms under their control, and a citation 
of the laws, decrees, regulations, decisions, guidelines, etc., on which 
this list is based? 

Answer : Foreign trade policy provides for freedom of enterprises to 
dispose of their retained foreign exchange. However, we are investigating 
administrative rules of industrial ministries concerning the control of 
imports, and we will eliminate those rules which are inconsistent with GATT 
and publish those rules justified by GATT provisions. 

67. Question: Could you please provide a list, by tariff line, of imports 
subject to import substitution regulations, noting in each case the 
ministry or ministries that must be consulted prior to importation and 
whether or not importation of each item has been prohibited? Please 
include the items currently listed by the Ministry of Machinery and 
Electronics, or other ministries, as acceptable domestically-produced 
substitutes for imported goods. 
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Answer ; We never have had an enforceable import substitution list and 
have confirmed that any list previously published by the industrial 
ministries to encourage users to buy domestically-produced products will be 
abolished. Government institutions will not in the future establish import 
substitution lists. 

68. Question: Could you please provide copies, in translation, of the 
laws, decrees, regulations, guidelines, etc., applied to implement import 
substitution? 

Answer : There are no such laws or regulations to implement import 
substitution. 

69. Question: Could you please provide a list, by tariff line or export 
classification, of goods whose importation or exportation is explicitly 
banned? In each case, please note the authority by which this ban is 
applied. 

Answer: There are no import or export bans other than those on the 
list contained in Spec(88)13/Add.4, section 3.3.1. 

70. Question: Could you please provide updated tariff-line information on 
rate and nomenclature changes that have occurred to the tariff schedule of 
China since it was presented for GATT review in 1987? 

Answer: During the period April 1986-31 August 1991, import duty 
rates of 83 dutiable items were adjusted downward and 140 dutiable items 
were adjusted upward. Recently we have decided to further reduce tariff 
rates on 225 items. This cut came into effect on 1 January 1992. The new 
tariff schedule is now available in the Secretariat and came into effect on 
1 January 1992. The new schedule contains updated trade information. 

71. Question: Could you provide a list, by tariff line, of imports 
subject to the Import Regulatory Tax, and the level at which the tax is 
applied? How often are changes made to the list of items subject to the 
IRT? What criteria are applied to implement such changes? 

Answer : The Import Regulatory Tax is imposed on eighteen items as a 
surcharge to provide temporary protection for these items. As the general 
economic situation has improved, we have decided to terminate the Import 
Regulatory Tax, with effect from 1 April 1992. For the sake of 
transparency, we have provided the Import Regulatory Tax list by tariff 
item. 

72. Question: Could you please provide import trade statistics, in value 
terms, by tariff line and main supplier countries, in the tariff 
nomenclature currently used by China for a recent year or representative 
period? 
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Answer: The Customs Statistical Yearbook 1990, available in the 
Secretariat, provides such information. Statistics classified according 
to CCCN for 1987, 1988 and 1989 have been provided in the form of computer 
tape. From 1992, we shall provide such statistics in the Harmonized 
System. 

73. Question; Could you please provide a list, by tariff item, of imports 
currently subject to the mandatory quality inspection system implemented in 
August 1989? Please provide a copy, in translation, of the law, 
regulation, decree, or other authority requiring this inspection for 
imports and for domestic output. What authorities carry out these 
inspections for imports and for domestic output? 

Answer ; We have provided such a list of imports subject to mandatory 
safety inspection and the English version of the relevant law. Inspection 
for import is carried out by the Commodity Inspection Authority. 

74. Question; Could you please list the countries with which China still 
conducts trade on the basis of bilateral clearing arrangements, and 
indicate the value of this trade for each country during the period 
1986-1990? 

Answer; China conducts trade on the basis of bilateral clearing 
arrangements with Bangladesh, Cuba, the Democratic People's Republic of 
Korea and Albania. The payments agreements with Albania, Cuba and the 
Democratic People's Republic of Korea will likewise turn into cash trade in 
1992. The total import and export value of this trade for each country 
during the period 1986-1990 is as follows: 

US dollars 
^^n. (million) 

Bangladesh 757.280 
Cuba 1,504.420 
The Democratic People's Republic of Korea 1,591.244 

75. Question: Could you please provide, in translation, copies of the 
trade reform regulations adopted in 1988 concerning the legal and 
functional relationship between the central government and the provinces, 
and the rights and responsibilities of Foreign Trade Enterprises (FTEs)? 

Answer ; There trade reform regulations of 1988 have been replaced by 
further trade reforms. China will provide a revised version of the foreign 
trade reform regulations. 

76. Question; Could you please provide a copy, in translation, of the new 
regulations aimed at controlling textile transshipments? 

Answer : This regulation has been provided. 
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77. Question; Could you please provide a list of all products subject to 
import licensing? 

Answer ; This list has been provided. 

78. Question; Could you please provide a list of import tariffs by line 
item? 

Answer; This list has been provided. 

79. Question; Could China provide a list of commodities subject to price 
controls and an explanation of how the controls are operated? 

Answer ; China had earlier provided a list of products subject to 
State prices. An updated list has since been provided, taking into account 
later changes. 

80. Question; Could China indicate the total amount of subsidies provided 
to State-owned enterprises and State-run farms? 

Answer; Subsidies are provided in various forms, such as low-rent 
housing, free medical care, supply subsidies for food provisions, 
education, nursing, etc. Many of these subsidies are available to the 
whole urban population. It is difficult to measure how much is paid to 
State enterprises. All State farms are located in remote and 
underdeveloped regions. The State provides subsidies in the amount of 300 
million yuan per year. This figure represents infrastructure investment. 

81. Question; Could you please provide a list of companies having the 
right to exportî 

Answer; We are updating the directory of foreign trade enterprises. 
A more detailed copy will be provided to the Secretariat when it becomes 
available (most likely in late 1992). 

82. Question; Could China provide copies of its current regulations 
governing foreign exchange controls? 

Answer; A copy of China's foreign exchange control regulations has 
been provided to the Secretariat. 

83. Question; How does the "double guarantee" system work? How many 
enterprises does it cover and in which sectors? How long has it been in 
effect and how long will it remain in effect? 
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Answer: This is an experiment aimed at increasing the implementation 
rate of contractual obligations by enterprises. For more detailed 
information, please see our response to similar questions above. 

84. Question: In what areas is foreign investment restricted? 

Answer: We only establish priority areas for foreign investment, not 
areas for restricting such investment. However, for certain 
State-controlled sectors such as railways, telecommunications and civil 
aviation, the possibility for foreign investment is apparently very 
limited. There are no particular regulations as such to restrict foreign 
investment. We do not encourage investment in onshore oil exploration 
because we have a strong domestic capacity in this area. Agriculture is 
actually one of the priority areas for foreign investment. 

85. Question: What is the value of export subsidies at the provincial and 
municipal levels? 

Answer : The central government has removed export subsidies at 
national and local levels. 

86. Question: How are export targets set by the central government? 

Answer: To put it simply, export targets are set on the basis of 
actual performance in the previous year, plus a certain percentage 
increase, with the necessary leeway to ensure that the set targets can 
generally be fulfilled. However, as a result of the 1991 trade reform, 
pushing foreign trade enterprises along the road of independent management, 
with responsibility for their own profits and losses, the role of export 
target is diminishing. The enterprises make decisions on the basis of 
commercial considerations. 

87. Question: What efforts are being made to eliminate such non-tariff 
barriers to trade as excessive "red tape"? 

Answer : This is a rather general and all-embracing question and the 
answer must necessarily also be general. The problem will be resolved 
progressively in the process of further economic reform. Emphasis will be 
placed on the independent management of enterprises. The Trade Policy 
Review Mechanism in GATT may be helpful in resolving the issue when China 
resumes its status as a contracting party. 

88. Question: How are export prices determined, given the level of 
subsidization throughout the system? 
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Answer; Export subsidies have been eliminated. Export prices are 
determined on the basis of actual cost, taking into account the 
international price level. 

89. Question: Has the economic readjustment been completed in the area of 
import controls on electronic products? What specific measures have been 
taken to liberalize imports? 

Answer: The economic readjustment has been completed. We are taking 
a number of measures to liberalize our import regime. These include 
unilateral reductions of tariff rates for 225 products (see list) and the 
elimination of sixteen categories of products from import licensing 
requirements, including electronic products such as radio cassette 
recorders, television sets, electronic microscopes and electronic colour 
scanners. 

90. Question: What measures will be taken to increase imports? 

Answer : The conclusion of the economic readjustment has rationalized 
the economic order and put the national economy back on the track of 
sustainable, stable and co-ordinated growth. At the same time, it has 
resulted in resumed growth in the economic infrastructure and the 
stimulation of domestic demand for imports. In addition to the 
above-mentioned liberalization measures, we are prepared to negotiate on 
further significant tariff reductions in the context of China's schedule of 
concessions. 

91. Question: What are the sixteen products (by tariff line) to be 
removed from import licensing requirements? 

Answer : A list of the sixteen products has been provided to the 
Working Party. This list includes, inter alia, steel and steel products, 
sugar, cobalt, coffee, fabrics of man-made fibres, garments of man-made 
fibres, electronic products and production and assembly lines. 

92. Question: Concerning foreign exchange controls, does China intend to 
move towards a single rate system? What are the procedures to obtain 
foreign exchange approval? 

Answer: Currently we are moving towards a single rate system. The 
gap between the official exchange rates at the swap centres was 86 per cent 
in 1986, whereas at present it has been narrowed to a mere 8 per cent. 
China applies a foreign exchange quota account system. Enterprises obtain 
foreign exchange through three sources: (1) foreign exchange quota 
allocation from centrally-held reserves; (2) currency retention from 
export proceeds; and (3) purchases from the swap centres. The 
centrally-held foreign exchange is allocated to departments and enterprises, 
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taking Into account national Industrial policy and priority construction 
projects. Foreign exchange obtained from all sources is to be credited 
into the quota account in the SAEC. Enterprises are free to use their 
available foreign exchange either to import products or sell it in the swap 
centres. 

93. Question: What further specific measures will China take in respect 
of tariff reductions? Can China provide a new tariff schedule? 

Answer : We are prepared to negotiate further significant tariff cuts 
in the context of resuming China's status as a contracting party. A new 
tariff schedule is available in the Secretariat. 

94. Question: After the elimination of import regulatory duties, will 
China continue to have duties other than customs duties? 

Answer: After the elimination of the import regulatory duties, 
customs duties will be the only cross-border duties in China. 

95. Question: Will China continue to refund taxes for exports? Can the 
Chinese delegation describe the function of tax refunds? 

Answer : Tax refunds for exports constitute an internationally 
recognized practice and are justified by GATT Article VI:4. Therefore, 
they should not be regarded as a government subsidy. The principle 
underlying tax refunds for exports in China is to refund the exact amount 
of the taxes levied on the export goods prior to their exportation. 

96. Question: Could China provide information about the extent to which 
its foreign trade laws and anti-dumping laws reflect the principles of free 
trade and transparency? Can the Chinese delegation provide a copy of the 
relevant draft laws? 

Answer: GATT principles and rules will be adequately reflected in the 
final draft of the law, taking into account the specific conditions in 
China. A copy of the draft law will be provided to the Working Party, and 
we welcome comments on the draft. 

97. Question: What is the major objective of China in revising the rules 
of origin? What are the contents of this revision and when will the 
revised rules be made public? 

Answer: For the past forty years, certificates of origin have been 
issued without uniform legal documents. In order to place the 
administration of rules of origin on a more systematic footing, MOFERT is 
drafting a uniform set rules of origin, taking into account current 
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practices of GATT, the United States, Japan, the EEC and Hong Kong, in 
order to ensure that the rules reflect the actual conditions in China and 
conform to international practices on rules of origin. This revised set of 
rules will soon be promulgated. China's revised rules of origin will 
specify the competent authorities responsible for administering the rules 
of origin, the issuing authorities, the eligibility requirements for 
certificates of origin, rules of origin criteria for export goods, and ways 
to address violations of the rules of origin. 
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ANNEX B 

Lists of Product Categories Subject to State Pricing 

List of Agricultural Products Subject to 
State Pricing by Tariff Lines 

1. The category subject to State-fixed purchasing prices: 

Tariff lines Descriptions 

1006 
1001 
1005 
1201 
5201 
2401 

50020010 
50020020 
0902 

Rice 
Wheat and meslin 
Maize (corn) 
Soya beans, whether or not broken 
Cotton, not carded or combed 
Unmanufactured tobacco, tobacco refuse, 
tobacco, not stemmed/stripped 

Steam filature silk 
Tussah silk 
Tea, whether or not flavoured 

2. The category subject to State-fixed retail prices: 

Tariff lines Descriptions 

11010000 Wheat or meslin flour 
1006 Rice 
1005 Maize (corn) 
1201 Soya beans, whether or not broken 
4403 Wood in the rough, whether or not stripped of 

bark or sapwood, or roughly squared 
23040000 Oilcake and other solid residues, whether or not 

ground or in the form of pellets, resulting 
from the extraction of soybean oil 
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3. The category subject to State-fixed ex-factory prices: 

Tariff lines Descriptions 

4403 

44039990 
4407 

4412 

Wood in the rough, whether or not stripped of 
bark or sapwood, or roughly squared 

Other wood 
Wood sawn or clipped lengthwise, sliced or peeled, 
whether or not planed, sanded or finger-jointed, 
of a thickness exceeding 6 mm. 

Plywood, veneered panels and similar laminated 
wood 

List of Manufactured Products Subject to 
State Pricing by Tariff Lines 

1. Products of light industry (11 items) 

Tariff lines Descriptions 

25010010 
34022010 
8528 

4801 
4813 

48114010 
4701-4705 
4707 
28353100 
2902 
2827 

Salt 
Synthetic detergents in powder form 
Television receivers (including video monitors 
and video projectors), whether or not 
incorporating radio-broadcast receivers or 
sound or video recording or reproducing 
apparatus 

Papers 
Cigarette paper, whether or not cut to size or 
in the form of booklet or tubes 

Insulating paper and paper board 
Wood pulps 
Waste and scraps of paper or paperboard 
Sodium triphosphate (sodium tripolyphosphate) 
Cyclic hydrocarbons 
Chlorides, chloride oxides and chloride hydroxides 
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Textiles and knitted fabrics (7 items) 

Tariff lines Descriptions 

5205-5207 
5208-5212 
5111-5113 

5109 

Cotton yarns 
Woven fabrics of cotton 
Woven fabrics of carded wool or of carded 

fine animal hair; woven fabrics of combed 
wool or of combed fine animal hair 

Yarn of wool or of fine animal hair, put up for 
retail sale 

3. Pharmaceuticals and medical equipment (2 items) 

Tariff lines Descriptions 

3003-3006 
9018-9023 

Pharmaceuticals 
Medical equipment 

Synthetic materials (8 items) 

Tariff lines Descriptions 

39074000 
39052000 

39021000 
20337100 
39094000 
29212210 
29161400 
3901 

Polycarbonates 
Polyvinyl alcohols, whether or not containing 
unhydrolysed acetate groups 

Polypropylene 
6-hexanelactam (espilion-caprolactam) 
Phenolic resins 
Nylon-66 salt 
Esters of methacrylic acid 
Polymers of ethylene, in primary forms 
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List of Products of Heavy Industry 
Subject to State-Fixed Prices 

1. The category subject to State-fixed ex-factory prices (21 items) 

Tariff lines Descriptions 

2701-2705 Coal and fuels manufactured from coal 
2709-2711 Petroleum oils and gases 
2501-2530 Mineral products for chemistry 
3101-3105 Chemical fertilizers 
2801-2851 Inorganic chemicals 
2936-2941 Organic chemicals 
3901-3914 Plastics and copolymers 
3203-3215 Pigments and other colouring matter 
4001-4017 Rubber and articles thereof 
3701-3707 Cinematographic films and goods 
2515-2530 Building materials 
4403-4418 
6801-6811 
7001-7008 
7201-7205 Pig iron and granules and powders thereof 
7208-7216 Steel and articles thereof 
7218-7229 
2601-2621 Ores and semi-product of iron and non-ferrous 

metals 
7401-7406 
7501-7504 
7601-7603 
7801-7804 
7901-7903 
8001-8005 
2704-0010 Coke and semi-coke 
7407-7419 Products of non-ferrous metals 
7505-7508 
7604-7616 
7805-7806 
7904-7907 
8006-8007 
8101-8113 
8501-8505 Electric motors, generators and parts thereof 
8901-8905 Ships and boats for civil use 
8802 Aircrafts for civil use 
3601-3603 Explosives and device thereof 
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2. The category subject to State-fixed retail prices (3 items) 

Tariff lines Descriptions 

2701-2716 
3102-3105 
3808 

Mineral fuels and products of their distillation 
Chemical fertilizers 
Herbicides and others 

c 

L 
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ANNEX C 

List of Sixteen Products to be Removed From 
Import Licensing Requirements 

Tariff lines Descriptions 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 

72081100-72173900 
72041000-72045000 
72181000 
17011100-17019920 
81051000 
09011000-09012200 
54071000-58013600 
62011390-62113300 
39074000 
85271100 
91011100 
85282081-85282081 
90121000 
90061010 
84452020 

Steel 
Scrap steel 
Billets of steel 
Sugar 
Cobalt and cobalt salt 
Coffee and coffee products 
Fabrics of man-made fibres 
Garments of man-made fibres 
Carbonate soda 
Radio cassette recorders 
Watches 
Black and white television sets 
Electronic microscopes 
Electronic colour scanners 
Open-ended spinning machines 
Production and assembly lines 

(34 kinds) 
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ANNEX D 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

List of Products 

Grain 

Chemical fertilizer 

Plastic foil for 
agriculture use 

Iron ore 

Copper 

Aluminium 

Natural rubber 

Timber 

Cotton 

Wool 

Wood pulp 

Subiect to Mandatory Import Plan 

10 1101 1102 1103 1104 1201 

31.02—31.05 

39.01--39.05 3915 3919—3921 

26.01 

74 

76 

40.01 

44.03 4406--4408 

52.01—52.03 

51.01 51031010 51040010 51051000 

47.01—47.06 
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ANNEX E 

List of Products Falling under the First and 
Second Categories by Tariff Lines 

Export Product List 

first Category f21) 

1006 

1201 

1005 

2304 

0902 

24 

52 

5804 

7101 

7102 

2701 

2611 

26171010 

2709 

2710 

5205 

5206 

520811 

521011 

5001 

50071010 

5810 

2702 

28418010 

282580 

520812 

521012 

5002 

50072011 

2703 

520813 

521019 

5003 

50072021 

520819 

521111 

5004 

50072031 

520911 

521112 

5005 

50079010 

520912 

521119 

5006 

520919 

Second Category (70) 

0103 

020321 

0202 

020810 

020721 

03061321 

03019210 

1202 

020322 020329 

020722 02072310 02072320 02072330 

03061329 

20081110 20081120 20081130 20081190 


