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Abstracts

Group Report I: Impact of WTO Accession

on China’s Economy

——A Dynamic General Equilibrium Analysis

This report devotes to a quantitative analysis of the impact of
China’s entry into the World Trade Organization (WTO) on its
economy, following a dynamic “computable general equilibrium
model”. In line with China’s promise made during negotiations for
joining WTO, the model is used to simulate the four policies toward
China’s WTO entry: tariff cuts for industrial products; gradual
cancellation of non-tariff barriers in industrial departments;
liberalization of agricultural trade, namely, the accelerated growth
of import quotas for farm produce and the final cancellation of import
quotas; and the phase-out of the Multifiber Arrangement (MFA)
quotas for Chinese textiles and garments exports to developed
countries. The results indicate that joining WTO will bring China
great benefits in economic efficiency. However, thel benefits are not
shared equally among departments, and joining WTO means more

adjustments in the economic structure so that the ensuing structural
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unemployment may be China’s chief adjustment cost for the WTO
accession. China is facing the dual challenge of industrialization and
economic globalization, and WTO is the concentrated expression of
the challenge. But it also means enormous opportunities for the
Chinese economy. China should strive to seize the opportunities
rather than refuse them. It is therefore a rational policy choice to
actively work for joining WTQ and adopt proper policies to maximize

the adjustment cost occurring therefrom.

Group Report I1: WTO and China’s Agriculture

In terms of agriculture, China has three “irreversible”
conditions—growing population, dwindling farmland and increasing
demand. The country also has five outstanding contradictions—
contradictions between micro-production policies and changes in
demand structure, between destruction of the environment and
resources and agricultural development, between the support needed
for agricultural development and the government ability to render
the support, and between reduction in self-supply of grain and the
state’s economic and political security. Up to now, almost all
developed countries have financial subsidies and protective measures
for their own agricultural sector, whereas China’s agricultural
policies are just the opposite. In mapping out the blueprint for
agricultural development, the current mainstream points of view of
Chinese scholars remain to be focused on the “four-step strategy”,
namely, the household contract responsibility system with
remuneration linked to output, township enterprises, small towns,

and the integration of urban and rural areas, under the condition
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that China stays out of WTO. The strategy is characterized by
relying on farmers and their initiative for meeting the social
requirements for sufficient food supply, while the role of the state is
mainly to offer encouraging policies to farmers and give less or no
more direct input or support to them. However, the self-reliance
program has run into the three restraints of resources, capital and
demand. Once China joins WTO, the development of its agriculture
will be exposed to market risks, unemployment risks and security
risks, among others. For China’s agricultural sector to grow, it is of
vital importance to handle well the relations between protection and
opening. That means that we should, through the “ platform” that
bridges domestic and international market, effectively integrate
domestic resources with foreign resources, constantly readjust and
optimize agricultural structure, and improve the overall quality and
efficiency of the sector. This report puts forth some suggestions as
countermeasures for China's agriculture to participate in
international cooperation in two phases, that is, the transition

period and post transition period, after China joins WTO.

Group Report III: WTO and
China’s Textile Industry

China is the world’s largest textiles producer and exporter, and
the production and exportation of textiles are of vital importance
both to its economic development and foreign exchange balance, as
well as to the balanced supply and demand of textiles and trade
pattern in the world market. Since the 1970s, under the framework
of the “Multifiber Arrangement (MFA)”, the international textiles

trade system has long deviated from the fundamental principles of
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the General Agreement on Tariffs and Trade ( GATT), and
developed countries that import textiles have always imposed
quantity restrictions of a discriminative nature on developing
countries that export textiles. After long years of arduous efforts,
the “Agreement on Textiles and Clothing” was reached during the
Uruguay Round of GATT talks, which has finally brought the MFA
into the GATT orbit again and makes it possible for international
textiles trade to be liberalized gradually. The establishment of the
new system for international textiles trade will have an important
and far-reaching impact on the international pattern of textiles
production and trade. This report, which is based on international
and domestic macroeconomic background, reviews the development
process of international textiles trade and its trade system, analyzes
the impact of the WTO entry on China’s textiles production and
exportation by both qualitative and quantitative means, and puts
forward countermeasures according to the latest developments in
both international and domestic markets. The suggestions include:
actively changing the mode for economic growth and increasing
international competitiveness; adjusting industrial structure and
product mix, striving for a rational layout of productive forces, and
narrowing the gap between China and the outside world;
establishing a production and trade system with rapid response
mechanism; effectively utilizing foreign capital in a positive and
reasonable manner, and giving national treatment to foreign-invested
ventures; creating a market environment for fair competition in
accordance with the requirements of market economy and
international practice; making better use of export quotas,
implementing the strategies of diversified markets and group and

internationalized operations, and promoting the integration of the
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domestic textile industry into the world economy; and intensifying
the study and application of related stipulations of WTO, and the
Agreement on Textiles and Clothing in particular, standardizing
corporate operations, safeguarding the rights and benefits of
enterprises and the state, and strengthening the collaboration and

cooperation with related international organizations.

Group Report IV: WTO and
China’s Steel Industry

As one of the sectors to provide basic raw materials, China's
steel industry plays a decisive role in the national economy. The
sector has achieved rapid progress since the 1980s, with steel output
topping 100 million tons to rank first in the world in 1996.
However, China is by no means a steel power and still lags far
behind the world’s leading steel powers in terms of technology and
equipment, product variety and quality, and labor productivity. As
there is a heavy surplus in the capacity of steel production both at
home and abroad, China’s entry into WTO will pose its steel
enterprises to a comparatively unfavorable position in international
competition. China’s steel industry is one of the sectors that have
following international practice in operations at an early time.
During the WTO talks related to the steel industry, China has made
promises mainly in the three respects of tariff concession, non-tariff
barriers and trade rights. As early as 1994, China canceled the
import quota and license for steel products, and began to carry out
the limited import registration system. At present, the general level
of China’s tariff rate for steel products almost meets the WTO

requirements. For tariff concession alone, the rate of tariff cuts
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China has promised for the next five years is much smaller than for
the previous years. Therefore China’s WTO entry will not have
much impact on most of its steel products, but will bring serious
challenges to the industry’s current trade policy and management
system. The cancellation of non-tariff barriers will have substantive
impact on the steel industry, especially on high value-added products
and special steel products. The government, various industries and
enterprises of China should be fully prepared, carry out thorough
research into related WTO rules, draw the experiences and lessons
of other countries, and adopt timely and appropriate measures to go
after gains and avoid the harmful. After the WTO entry, it is
impossible for the Chinese government to give long-term
comprehensive protection to the steel industry, and steel enterprises
must base development on improving their own international
competitiveness rather than indulge in illusions that the government

will offer wide-range protection.

Group Report V: WTO and China’s Petroleum
and Petrochemical Industry

Affected by the Asian financial crisis, the world oil and
petrochemical market has been in low spirits. All multinational
corporations have begun to adjust their development strategies and
product mix, strengthen their superior industries and improve their
competitiveness through capital trade, leading to a high tide of
industrial restructuring throughout the world. With the further
opening of the Chinese market, China’s petroleum and
petrochemical industry will meet fiercer competition from

international big companies. This report gives a general account of
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