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Message from the President
As President of the European Union Chamber of Commerce in China (European Chamber), I am
proud to present the European Business in China – Position Paper (Position Paper) 2015/2016.
The writing of our annual Position Paper has remained the European Chamber’s most important
WDVNVLQFHZHSXEOLVKHGRXU¿UVWHGLWLRQEDFNLQLQWKHUXQXSWR&KLQD¶VDFFHVVLRQWRWKH
World Trade Organisation (WTO). Every issue since has been written with the express purpose
of relaying the concerns of European business directly to the Chinese Government.
While last year’s paper focused on analysing the Third Plenum’s Decision²¶V ODQGPDUN
UHIRUP YLVLRQ WKDW VHWV IRUWK &KLQD¶V SROLF\ GLUHFWLRQ XS WR WKH \HDU ²WKLV \HDU¶V SDSHU
WDNHVVWRFNRIWKHGHYHORSPHQWVVRIDU(DFKRIWKHYHUWLFDOLQGXVWU\SRVLWLRQSDSHUVDQG
horizontal position papers contain informed evaluations of the progress—or lack thereof—of
China’s ambitious reform agenda – our ‘Third Plenum Reality Check’.
Another highlight of this year’s Position Paper, is the inclusion of the topics that European
EXVLQHVV LQ &KLQD KDV LQGLFDWHG LW ZLVKHV WR IRUP SDUW RI WKH FXUUHQW QHJRWLDWLRQV IRU DQ (8
China Comprehensive Agreement on Investment (CAI) – our ‘wish list’ for Brussels. The blue
IODJV WKURXJKRXW WKLV SXEOLFDWLRQ LQGLFDWH WKH LVVXHV WKDW RXU PHPEHUV ZRXOG OLNH (8 SROLF\
makers to pay particular attention to during discussions with their Chinese counterparts.
$OORIWKH(XURSHDQ&KDPEHU¶VQHDUO\PHPEHUFRPSDQLHVKDYHYLDRXUZRUNLQJJURXSV
VKDUHG WKHLU H[WHQVLYH RQWKHJURXQG H[SHULHQFH RYHU WKH FRXUVH RI D VL[PRQWK FRQVXOWDWLRQ
and drafting process. Their insights are garnered from years of operating in China, but are
also informed by the experiences they have gained operating in many other countries across
the globe—in developed and developing economies and under various investment regimes—
enabling them to draw on a wealth of knowledge and best practices. Each individual position
paper is intended to draw attention to the concerns European business has with regard to
discriminatory treatment, the existence of market access barriers, increasing tendencies towards
protectionism and the continued existence of import substitution policies, as well as China’s
compliance with its WTO commitments.
7KHUHFRPPHQGDWLRQVWKH\PDNHDUHFDUHIXOO\FRQVLGHUHGFRQVWUXFWLYHSURSRVDOVIURP(XURSHDQ
EXVLQHVV WR &KLQHVH SROLF\PDNHUV DV WR KRZ PDUNHW DQG RSHUDWLQJ FRQGLWLRQV LQ &KLQD FDQ EH
LPSURYHGIRUWKHEHQH¿WRIERWKIRUHLJQDQGGRPHVWLFFRPSDQLHV
The following Executive Position Paper aims to distil the essence of the many views of
WKH (XURSHDQ &KDPEHU¶V ZRUNLQJ JURXSV WR SURYLGH PDFUROHYHO FRPPHQWDU\ DQG SROLF\
UHFRPPHQGDWLRQV WR &KLQD¶V SROLF\PDNHUV DV WR KRZ WKH FRXQWU\ FDQ FRQWLQXH LWV LPSUHVVLYH
economic growth record in the spirit of the Third Plenum’s Decision.
On behalf of all our members, I would like to express my sincere gratitude to the central and local
departments of the Chinese Government that we work with every year. In particular, the Ministry
of Commerce (MOFCOM) and the China Council for the Promotion of International Trade (CCPIT)
are to be thanked for their cooperative efforts. The dialogue that we have built with them, as
well as other important Chinese ministries and agencies, has enabled the European Chamber to
address the Position Paper recommendations in a positive but, nonetheless, frank way.
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Finally, I would like to extend my gratitude to the individuals who contributed to this Position
Paper, including the chairs and vice chairs of our working groups and fora, members of the
Advisory Council, Executive Committee, Supervisory Board and local boards as well as the staff
in all of the European Chamber’s regional chapters. All the milestones reached by the European
Chamber to date were made possible only thanks to their dedication.

Jörg Wuttke
President
European Union Chamber of Commerce in China
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About the European Chamber
The European Union Chamber of Commerce in China (European Chamber) was founded in
E\PHPEHUFRPSDQLHVWKDWVKDUHGDJRDORIHVWDEOLVKLQJDFRPPRQYRLFHIRUWKH
various business sectors of the European Union and European businesses operating in China.
,WLVDPHPEHUVGULYHQQRQSUR¿WIHHEDVHGRUJDQLVDWLRQZLWKDFRUHVWUXFWXUHRIZRUNLQJ
groups and fora representing European business in China.
7KH(XURSHDQ&KDPEHUKDVQHDUO\PHPEHUVLQVHYHQFKDSWHUVRSHUDWLQJLQQLQHFLWLHV
Beijing, Nanjing, Shanghai, Shenyang, South China (Guangzhou and Shenzhen), Southwest
China (Chengdu and Chongqing) and Tianjin. Each chapter is managed at the local level by
local boards reporting directly to the Executive Committee.
The European Chamber is recognised by the European Commission and the Chinese authori
WLHVDVWKHRI¿FLDOYRLFHRI(XURSHDQEXVLQHVVLQ&KLQD,WLVUHFRJQLVHGDVDIRUHLJQFKDPEHURI
commerce by the Ministry of Civil Affairs.
The European Chamber is part of the growing network of European Business Organisations
(EBO). This network connects European business associations and chambers of commerce
IURPQRQ(8FRXQWULHVDURXQGWKHZRUOG

Principles





:HDUHDQLQGHSHQGHQWQRQSUR¿WRUJDQLVDWLRQJRYHUQHGE\RXUPHPEHUV
:HZRUNIRUWKHEHQH¿WRI(XURSHDQEXVLQHVVDVDZKROH
:HRSHUDWHDVDVLQJOHQHWZRUNHGRUJDQLVDWLRQDFURVV0DLQODQG&KLQD
:HPDLQWDLQFORVHFRQVWUXFWLYHUHODWLRQVZLWKWKH&KLQHVHDQG(XURSHDQDXWKRULWLHV
while retaining our independence.
 :HVHHNWKHEURDGHVWSRVVLEOHUHSUHVHQWDWLRQRI(XURSHDQEXVLQHVVLQ&KLQDZLWKLQRXU
PHPEHUVKLSODUJHPHGLXPDQGVPDOOHQWHUSULVHVIURPDOOEXVLQHVVVHFWRUVDQG(XURSH
an Member States throughout China.
 :HRSHUDWHLQDFFRUGDQFHZLWK&KLQHVHODZVDQGUHJXODWLRQV
 :HWUHDWDOORXUPHPEHUVEXVLQHVVSDUWQHUVDQGHPSOR\HHVZLWKIDLUQHVVDQGLQWHJULW\

Adam Dunnett
Secretary General
European Union Chamber of Commerce in China

About the European Chamber
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Executive Summary

Executive Summary
The Chinese economy is faced with the onset of a permanent slowdown. To mitigate its adverse effects
the Chinese Government needs to change its old ways.
Foreign business hailed the promulgation of the Third Plenum’s Decision, China’s reform vision until
7ZR\HDUVRQLWLVQRZFOHDUWKDWVRPHUHIRUPPRPHQWXPKDVEHHQORVWDQGWKHKRSHVRIIRUHLJQ
EXVLQHVVKDYHJLYHQZD\WRDPRUHVXEGXHGRSWLPLVPLQDQHPHUJLQJSROLWLFDOHFRQRPLFHQYLURQPHQWWKDW
can be described as one of ‘reform and closing up’.
The Chinese Government must avoid giving in to the protectionist tendencies that are continuing to curtail
legitimate market access, whether on the grounds of national security or other concerns. Its most pressing
issue now is how to forge ahead with the reforms that will help to bring about the rebalancing of the
economy. China needs to employ a ‘new toolbox’ capable of successfully delivering an economic model
WKDWWKH(XURSHDQ&KDPEHUGH¿QHVDV
“An economic model in which market forces decide on the allocation of resources in the economy
XQGHUWKHDXVSLFHVRIUXOHRIODZFRQVXPSWLRQKROGVDVLJQL¿FDQWO\ODUJHUVKDUHRI*'3WKHUHH[LVWV
no discrimination between domestic and foreign investment; there is harmonisation with global
standards and supply chains; and the state plays a reduced role in the economy, acting solely as
regulator and enforcer. An economy in which—due to a more sophisticated regulatory environment—
the services sector has become the dominant engine of growth, supported by an education system
and a flexible and open labour market that endow China’s workforce with the required skillset. An
economic model that will result in greater innovative capacity and a higher quality of life for the
individual.”

In order to get there, China will need to address a number of key challenges.

1. The Reality Check
1.1 The Chinese Economic Slowdown
&KLQD¶VJURVVGRPHVWLFSURGXFW *'3 JURZWKGURSSHGWRVHYHQSHUFHQWLQWKH¿UVWKDOIRI the
ORZHVWOHYHOVLQFH)LQDQFLDOOHYHUDJHLVSUHFLSLWRXVO\KLJKZLWKWRWDOGHEWKDYLQJEDOORRQHGWR
SHUFHQWRI*'3LQ&KLQD¶VWRWDOWUDGHGHFOLQHGE\SHUFHQWLQWKH¿UVWKDOIRI and
DJJUHJDWHSURGXFWLYLW\RI&KLQD¶VHFRQRP\LVDOVRDWDVLJQL¿FDQWORZ European companies have
reported for the third year in a row that their earnings before interest and tax (EBIT) margins are more
likely to be greater outside of China than they are inside China.6 The four successive interest rate
FXWVIURP1RYHPEHUWRPLGDQGWKHYRODWLOLW\DQGVKDUSGHFOLQHVLQWKH&KLQHVHVWRFN
PDUNHWLQSRLQWWRZDUGVLQFUHDVLQJPLVJLYLQJVRYHUZKHWKHU&KLQDDFWXDOO\UHWDLQVWKHFDSDFLW\


7KH7KLUG3OHQXPRIWKHth1DWLRQDO&RQJUHVVRIWKH&RPPXQLVW3DUW\RI&KLQD&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQOD\LQJ
out new economic and policy initiatives – the Decision of the Central Committee of the Communist Party of China on Some Major Issues Concerning Comprehensively
Deepening the Reform (Decision). All quotations from the Decision DUH WDNHQ IURP &KLQDRUJFQ th -DQXDU\  KWWSZZZFKLQDRUJFQFKLQDWKLUGBSOHQDU\B
VHVVLRQFRQWHQWBKWP!
&KLQD6XUSULVHV:LWK*URZWKLQ6HFRQG4XDUWHU:DOO6WUHHW-RXUQDOth-XO\YLHZHGth-XO\KWWSZZZFQEFFRP!

Debt and (not much) deleveraging 0F.LQVH\ )HEUXDU\  YLHZHG th -XQH  KWWSZZZPFNLQVH\FRPLQVLJKWVHFRQRPLFBVWXGLHVGHEWBDQGBQRWBPXFKB




GHOHYHUDJLQJ!
&KLQDWUDGHVOXPSVLQ¿UVWKDOIRI\HDUGHDOLQJEORZWRJOREDOHFRQRP\7KH*XDUGLDQth-XO\YLHZHGst-XO\KWWSZZZWKHJXDUGLDQFRPEXVLQHVV



MXOFKLQDWUDGHVOXPSV¿UVWKDOI\HDUEORZJOREDOHFRQRP\!
Hoffman, D., Polk, A., 7KH/RQJ6RIW)DOOLQ&KLQHVH*URZWK%XVLQHVV5HDOLWLHV5LVNVDQG2SSRUWXQLWLHV7KH&RQIHUHQFH%RDUGYLHZHGth-XO\KWWSV

6

ZZZFRQIHUHQFHERDUGRUJUHWULHYH¿OHFIP"¿OHQDPH .%,)<&KLQD6ORZGRZQ)LQDO'UDIWYSGI W\SH VXEVLWH!
(XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQD-XQHSDJHKWWSZZZHXURSHDQFKDPEHU
FRPFQHQSXEOLFDWLRQVEXVLQHVVFRQ¿GHQFHVXUYH\!
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1.3 Third Plenum Reality Check
European business fully subscribes to the principle that China has to “let the market play the decisive
role in allocating resources and let the government play its functions better.” However, European
business is now witnessing the government’s reform agenda seemingly occupying opposite ends of
WKHVSHFWUXPERWKLPSURYHPHQWVDQGGHWHULRUDWLRQVDUHWDNLQJSODFHWRYDU\LQJGHJUHHV

2. The ‘New Toolbox’
2.1 Accelerating Reform of the Financial System
China’s financial system needs to become more efficient in allocating capital if the economy is to
grow more sustainably. This has to be at the core of the government’s reform drive and will require
some fundamental reforms to ensure that funds are being lent on a more viable basis.
2.2 Limiting State Engagement in the Economy
Over the past decades, the state loomed large in the Chinese economy. It has been dominated
E\ VWURQJ VWDWHRZQHG HQWHUSULVHV 62(V  WR ZKLFK WKH JRYHUQPHQW FKDQQHOOHG WKH SRSXODWLRQ¶V
VDYLQJVLQRUGHUWRGHYHORSODUJHVFDOHSURMHFWVRQWKHEDFNRIFOHDUO\GH¿QHGLQGXVWULDOSROLFLHV7KLV
DSSURDFKKDVEHHQFRVWO\DQGLQHI¿FLHQWDQGKDVWREHDEDQGRQHGQRZLIWKHPDUNHWLVWRSOD\D
decisive role in the economy.
2.3 Increasing Market Access for the Private Sector, Including Foreign Business
One of the greatest policy tools that is still at the Chinese Government’s disposal—unlike many
governments in developed economies—is the possibility of allowing the private sector to fully play
out within the economy and to harness the substantial gains this will bring. China needs to establish
an open market economy in order to unlock the substantial potential of private companies. This was
clearly recognised in the Decision, but uncertainty remains over whether it will be forthcoming.
2.4 Committing to the Rule of Law
Greater implementation of rule of law is undoubtedly the most important tool in the box and will be the
top driver for China’s economic development in the coming years. Transparency, legal certainty and
public consultation are all central elements of rule of law that will ensure the proper functioning of an
economy. However, China needs to do more to increase investors’ trust in its judicial system.
2.5 Abolishing the Foreign Investment Catalogues and Committing to a Nationwide Roll-out
of the Negative List
The continued adherence to the )RUHLJQ,QYHVWPHQW,QGXVWU\*XLGDQFH&DWDORJXH falls short of the
Chinese Government’s stated ambition to give full play to the market. Instead, China should proceed
ZLWKDQDWLRQZLGHUROORXWRIWKHµQHJDWLYHOLVW¶DSSURDFK
2.6 Fostering an Innovative Environment
Innovation is one of the most important drivers of economic growth. In order for China to successfully
create the right conditions for it to take place it must, first and foremost, guarantee a competitive
market that is open to all companies, regardless of nationality. China also needs to have an education
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(XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQD-XQHSDJHKWWSZZZHXURSHDQFKDPEHU
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to meet its projected economic growth targets.
1.2 Towards the ‘New Normal’
In brief, the ‘new normal’ will be an era characterised by lower, but more qualitative economic growth.
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V\VWHPDQGDÀH[LEOHDQGRSHQODERXUPDUNHWLQSODFHWRFRQWLQXHLPSURYLQJLWVZRUNIRUFH

3. China and the World
3.1 National Security Concerns
,QVHYHUDO&KLQHVHJRYHUQPHQWDJHQFLHVKDYHLVVXHGDQXPEHURIODZVWKDWPDNHUHIHUHQFHWR
QDWLRQDOVHFXULW\7KHGH¿QLWLRQVLQFOXGHGLQWKHVHODZVDUHYHU\YDJXHZKLFKFUHDWHVDJUHDWGHDORI
uncertainty for business and is detrimental to the credibility of the Chinese marketplace.
3.2 China’s New International Institutions
China is swiftly and resolutely moving ahead with developing its own set of international institutions
and development agendas – this could profoundly shape the future of the global trading system.
European business welcomes these developments, but thinks that China should prioritise taking a
greater leadership role in the established global trading system, with the World Trade Organisation
(WTO) at its centre.
3.3 Taking a Leading Role in Global Affairs
&KLQDKDVEHQH¿WWHGLPPHQVHO\IURPLWVHQWU\LQWRWKH:72VRPH\HDUVDJRDQGQRZKDVWKH
opportunity to shape and ensure the success of future development rounds by, among other things,
lobbying for progress with the Doha Development Agenda and making a more compelling, revised
offer to join the Government Procurement Agreement.

4. Expectations of the European Union
The European Chamber believes the European Union's (EU's) economic and trade relations with
&KLQDVKRXOGEHSULRULWLVHG'HVSLWHLWVFKDOOHQJLQJEXVLQHVVHQYLURQPHQW&KLQDVWLOORIIHUVVLJQL¿FDQW
SRWHQWLDOWR(XURSHDQFRPSDQLHVLQFOXGLQJVPDOODQGPHGLXPVL]HGHQWHUSULVHV$VVXFK(XURSHDQ
EXVLQHVVYLHZVWKHRQJRLQJQHJRWLDWLRQVIRUDQ(8&KLQD&RPSUHKHQVLYH$JUHHPHQWRQ,QYHVWPHQW
DV WKH ELJJHVW RSSRUWXQLW\ WR UHVHW (8&KLQD UHODWLRQV DQG ERRVW WKH IOHGJLQJ JURZWK RI ERWK
economic blocs.

5. The Audacity to Change
The Chinese leadership is faced with the considerable challenge of successfully navigating the
adverse effects of permanently lower economic growth. A large part of the solution will be the
successful transition to the ‘new normal’, an era in which China will embrace an economic model that
can deliver sustainable, qualitative growth. This is well within the Chinese Government’s reach if it
can have the courage of its convictions and stick to the bold reform pledges made in the Decision.
A successful rebalancing of the Chinese economy will require an adroit sequencing of macroeconomic
SROLFLHVLWZLOOUHTXLUHWKHDELOLW\WROHWJRRIWKHLPSXOVHWRPLFURPDQDJHWKHGRPHVWLFHFRQRP\DQG
it will require the courage to follow through with overdue, but critical, structural reforms. In short, it will
require the audacity to change.



$JUHHPHQWRQ*RYHUQPHQW3URFXUHPHQW:RUOG7UDGH2UJDQLVDWLRQ XSGDWHGLQIRUPDWLRQ YLHZHGth-XO\KWWSVZZZZWRRUJHQJOLVKWUDWRSBHJSURFBH
JSBJSDBHKWP!
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1. The Reality Check
7KH&KLQHVH(FRQRPLF6ORZGRZQ
7RZDUGVWKHµ1HZ1RUPDO¶
7KLUG3OHQXP5HDOLW\&KHFN

2. The ‘New Toolbox’
$FFHOHUDWLQJ5HIRUPRIWKH)LQDQFLDO6\VWHP
/LPLWLQJ6WDWH(QJDJHPHQWLQWKH(FRQRP\
,QFUHDVLQJ0DUNHW$FFHVVIRUWKH3ULYDWH6HFWRU,QFOXGLQJ)RUHLJQ%XVLQHVV
&RPPLWWLQJWRWKH5XOHRI/DZ
$EROLVKLQJWKH)RUHLJQ,QYHVWPHQW&DWDORJXHVDQG&RPPLWWLQJWRD1DWLRQZLGH
5ROORXWRIWKH1HJDWLYH/LVW
)RVWHULQJDQ,QQRYDWLYH(QYLURQPHQW

3. China and the World
1DWLRQDO6HFXULW\&RQFHUQV
&KLQD¶V1HZ,QWHUQDWLRQDO,QVWLWXWLRQV
7DNLQJD/HDGLQJ5ROHLQ*OREDO$IIDLUV

4. Expectations of the EU
5. The Audacity to Change

1. The Reality Check
The Chinese economy is faced with the onset of a permanent slowdown. If China is to effect the
necessary transition to a more sustainable economic growth model, it will depend on the speedy and
WKRURXJKLQWURGXFWLRQRIDQHZVHWRISROLF\µWRROV¶ZKLFKLQFOXGH






DFFHOHUDWLQJUHIRUPRIWKH¿QDQFLDOV\VWHP
OLPLWLQJVWDWHHQJDJHPHQWLQWKHHFRQRP\
LQFUHDVLQJPDUNHWDFFHVVIRUWKHSULYDWHVHFWRULQFOXGLQJIRUHLJQEXVLQHVV
FRPPLWWLQJWRWKHUXOHRIODZ
DEROLVKLQJWKHIRUHLJQLQYHVWPHQWFDWDORJXHVDQGFRPPLWWLQJWRDQDWLRQZLGHUROORXWRIWKH Negative
/LVW; and
 IRVWHULQJDQLQQRYDWLYHHQYLURQPHQW
Once deployed, these tools will allow the drivers of sustainable growth to emerge from the business
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VHUYLFHV
YDOXHDGGHGSURGXFWLRQ
TXDOLW\LQYHVWPHQW
LQQRYDWLRQ
FRPSHWLWLRQDQG
FRPSOLDQFH

It has been two years since the promulgation of the Third Plenum’s Decision,DGRFXPHQWRIGHFLVLRQV
or principles that are supposed to guide the Chinese Government’s policies throughout the current
administration and beyond. Because the Decision placed such an emphasis on market forces, the hopes
RIIRUHLJQEXVLQHVVWKDWPHDQLQJIXOHFRQRPLFUHIRUPVZRXOGEHIRUWKFRPLQJZHUHUDLVHGWRDQDOOWLPH
KLJK+RZHYHUWKHVHKRSHVKDYHQRZJLYHQZD\WRDPRUHVXEGXHGRSWLPLVPLQDQHPHUJLQJSROLWLFDO
economic environment that can be described as one of ‘reform and closing up’.

1.1 The Chinese Economic Slowdown
&KLQD¶VJURVVGRPHVWLFSURGXFW *'3 JURZWKGURSSHGWRVHYHQSHUFHQWLQWKH¿UVWKDOIRI the
ORZHVWOHYHOVLQFH)LQDQFLDOOHYHUDJHLVSUHFLSLWRXVO\KLJKZLWKWRWDOGHEWKDYLQJEDOORRQHGWR
SHUFHQWRI*'3LQ
&KLQD¶VWRWDOWUDGHGHFOLQHGE\SHUFHQWLQWKH¿UVWKDOIRI and aggregate productivity of China’s
HFRQRP\LVDOVRDWDVLJQL¿FDQWORZ6 European companies have reported for the third year in a row that
their earnings before interest and tax (EBIT) margins are more likely to be greater outside of China than
they are inside China.
7KHUHDVRQVDUHPDQ\LQFOXGLQJWKHPLVDOORFDWLRQRIFDSLWDODQXQSURGXFWLYHVWDWHVHFWRUORZHUH[WHUQDO
GHPDQG OHVV IDYRXUDEOH GHPRJUDSKLFV D KHDYLO\FRQWUROOHG UHJXODWRU\ HQYLURQPHQW DV ZHOO DV WKH
QDWXUDOWUDMHFWRU\RIPRYLQJXSIURPDORZEDVHRYHUWKHODVW\HDUV
The current slowdown could evolve into a soft landing if China manages to rebalance its economy.
However, its window of opportunity to successfully roll out the the structural reforms needed to do so is
UDSLGO\FORVLQJLWVZRUNLQJDJHSRSXODWLRQLVUDSLGO\GHFOLQLQJDVPRUHDQGPRUHSHRSOHUHWLUHSXWWLQJ
PDVVLYHSUHVVXUHRQSXEOLF¿QDQFHVDQGWKHZHOIDUHV\VWHP and millions of new university graduates—
DUHFRUGPLOOLRQLQ—are entering the labour force every year, and the economy must grow to
 7KH7KLUG3OHQXPRIWKHth1DWLRQDO&RQJUHVVRIWKH&RPPXQLVW3DUW\RI&KLQD&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQOD\LQJ
out new economic and policy initiatives – the Decision of the Central Committee of the Communist Party of China on Some Major Issues Concerning Comprehensively
Deepening the Reform (Decision). All quotations from the Decision DUH WDNHQ IURP &KLQDRUJFQ th -DQXDU\  KWWSZZZFKLQDRUJFQFKLQDWKLUGBSOHQDU\B
VHVVLRQFRQWHQWBKWP!
Prosperous society task key to realizing 'Chinese dream', China Daily USAth)HEUXDU\YLHZHGth-XO\KWWSXVDFKLQDGDLO\FRPFQFKLQD
FRQWHQWBKWP!
&KLQD6XUSULVHV:LWK*URZWKLQ6HFRQG4XDUWHU:DOO6WUHHW-RXUQDOth-XO\YLHZHGth-XO\KWWSZZZZVMFRPDUWLFOHVFKLQDVXUSULVHVZLWKJURZWK
LQVHFRQGTXDUWHU!
   Debt and (not much) deleveraging 0F.LQVH\ )HEUXDU\  YLHZHG th -XQH  KWWSZZZPFNLQVH\FRPLQVLJKWVHFRQRPLFBVWXGLHVGHEWBDQGBQRWBPXFKB
GHOHYHUDJLQJ!
&KLQDWUDGHVOXPSVLQ¿UVWKDOIRI\HDUGHDOLQJEORZWRJOREDOHFRQRP\7KH*XDUGLDQth-XO\YLHZHGst-XO\KWWSZZZWKHJXDUGLDQFRPEXVLQHVV
6

MXOFKLQDWUDGHVOXPSV¿UVWKDOI\HDUEORZJOREDOHFRQRP\!
Hoffman, D., Polk, A., 7KH/RQJ6RIW)DOOLQ&KLQHVH*URZWK%XVLQHVV5HDOLWLHV5LVNVDQG2SSRUWXQLWLHV7KH&RQIHUHQFH%RDUGYLHZHGth-XO\KWWSV

ZZZFRQIHUHQFHERDUGRUJUHWULHYH¿OHFIP"¿OHQDPH .%,)<&KLQD6ORZGRZQ)LQDO'UDIWYSGI W\SH VXEVLWH!
(XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQD-XQHSDJHKWWSZZZHXURSHDQFKDPEHU
FRPFQHQSXEOLFDWLRQVEXVLQHVVFRQ¿GHQFHVXUYH\!
   &KLQD 6HWV 7LPHOLQH IRU )LUVW &KDQJH WR 5HWLUHPHQW$JH 6LQFH V :DOO 6WUHHW -RXUQDO  th 0DUFK  YLHZHG  th -XO\  KWWSEORJVZVMFRP
FKLQDUHDOWLPHFKLQDVHWVWLPHOLQHIRU¿UVWFKDQJHWRUHWLUHPHQWDJHVLQFHV!
/LYLVLWKLQWVDWIXWXUHSROLF\6KDQJKDL'DLO\ 6th-XO\YLHZHGth-XO\KWWSZZZVKDQJKDLGDLO\FRPQDWLRQDO/LYLVLWKLQWVDWIXWXUHSROLF\VKGDLO\VKWPO!
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ensure jobs for them.
If &KLQD LV WR VXFFHHG LQ LWV WUDQVLWLRQ IURP D KHDYLO\ VWDWHOHG HFRQRP\ WR RQH WKDW LV PDUNHWGULYHQ
broad, substantive reforms need to be implemented.
Although the DecisionRXWOLQHGQXPHURXVREMHFWLYHVZLWKFOHDUO\VWLSXODWHGGHDGOLQHVPDQ\RIWKHVHKDYH
not yet been achieved. A review of the DecisionE\RIWKH(XURSHDQ&KDPEHU VZRUNLQJJURXSVDQGVXE
working groups shows that while much has been said, actual reforms have only just begun to surface. In
some instances, the government’s actions even appear to run contrary to the very tenets of the Decision, as
ZLWQHVVHGLQWKHJRYHUQPHQW¶VEDLORXWRIWKH6KDQJKDLVWRFNPDUNHWLQ-XO\7KHPDMRURYHUKDXOWKDW
QHHGVWRWDNHSODFHFOHDUO\UHTXLUHVDIXQGDPHQWDOFKDQJHLQWKHPLQGVHWRIPDQ\VHQLRUSROLF\PDNHUV

1.2 Towards the ‘New Normal’
7KHSKUDVHµQHZQRUPDO¶ZDVLQWURGXFHGLQWRWKHSROLWLFDOGLVFRXUVHE\3UHVLGHQW;L-LQSLQJLQ0D\
7KH¿QHUSRLQWVRIWKLVSKUDVHZHUHHODERUDWHGRQE\3UHPLHU/L.HTLDQJGXULQJKLVSUHVHQWDWLRQRIWKH
annual government work report to the National People’s Congress (NPC) and the Chinese People’s
Political Consultative Conference (CPPCC)—the lianghui²LQ0DUFK3UHPLHU/LGHOLYHUHGDYHU\
candid assessment of China’s current macroeconomic situation and expanded on its needs and required
direction. In brief, the ‘new normal’ will be an era characterised by lower, but more qualitative economic
growth.

1.3 Third Plenum Reality Check
Taken at face value the Decision represented a watershed moment. Its articulation of how, and where,
reforms should be implemented was a statement of intent – China seemed to be clear about where
it needed to go and how it was going to get there. It would create the conditions for an open market
economy, and the government would take a step back.
“7KHXQGHUO\LQJLVVXHLVKRZWRVWULNHDEDODQFHEHWZHHQWKHUROHRIWKHJRYHUQPHQWDQGWKDWRIWKHPDUNHWDQG
let the market play the decisive role in allocating resources and let the government play its functions better.”
7KLUG3OHQXP'HFLVLRQ$UWLFOH

European business fully subscribes to this principle and recognises the related, and other, following
LPSURYHPHQWVRYHUWKHSDVW\HDU
 7KH 6WDWH FRXQFLO FDQFHOHG WKH UHTXLUHPHQW RI RU GHOHJDWHG WKH SRZHU IRU UHYLHZ RQ  LWHPV 
FDQFHOHGSHUIRUPDQFHHYDOXDWLRQVLQVSHFWLRQVRQWKHPHHWLQJRIVWDQGDUGVDQGFRPPHQGDWLRQV
DQGYHUL¿FDWLRQVDQGDSSURYDOVRIYRFDWLRQDOTXDOL¿FDWLRQV(sic)
 7KHH[SDQVLRQRISHQVLRQDQGKHDOWKFDUHLQVXUDQFHFRYHUDJHDQGWKHH[SDQVLRQRIWULDOVRIVHULRXV
LOOQHVVLQVXUDQFHIRUUXUDODQGQRQZRUNLQJXUEDQUHVLGHQWVWRDOOSURYLQFLDOOHYHODGPLQLVWUDWLYHDUHDV
 %XGJHWDU\DQGORFDOGHEWUHIRUPV
 7KHODXQFKRIWKHGHSRVLWLQVXUDQFHVFKHPHDQGWKHOLIWLQJRIWKHGHSRVLWUDWHFHLOLQJ
 7KHHVWDEOLVKPHQWRIVSHFLDOLVHG,35FRXUWVLQ%HLMLQJ6KDQJKDLDQG*XDQJ]KRX
 5HGXFWLRQ of the )RUHLJQ,QYHVWPHQW,QGXVWU\*XLGDQFH&DWDORJXH )RUHLJQ,QYHVWPHQW&DWDORJXH .
What do you do with millions of extra graduates?%%&st-XO\YLHZHGRQth-XQHKWWSZZZEEFFRXNQHZVEXVLQHVV!
;L6D\V&KLQD0XVW$GDSWWRµ1HZ1RUPDO¶RI6ORZHU*URZWK%ORRPEHUJth0D\YLHZHGth-XQHKWWSZZZEORRPEHUJFRPQHZVDUWLFOHV[L
VD\VFKLQDPXVWDGDSWWRQHZQRUPDORIVORZHUJURZWK!
 5HSRUW RQ WKH :RUN RI WKH *RYHUQPHQW   6WDWH &RXQFLO  th 0DUFK  YLHZHG  th -XO\  KWWSHQJOLVKJRYFQDUFKLYHSXEOLFDWLRQV
FRQWHQWBKWP!
,ELG
,ELG
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+RZHYHUDWWKHVDPHWLPHVRPHGHYHORSPHQWVLQKDYHFDVWGRXEWRYHUWKHH[WHQWWRZKLFKWKH
UHIRUPDJHQGDZLOODFWXDOO\EHQH¿WIRUHLJQFRPSDQLHVZLWKVRPHFRPSDQLHVFODLPLQJWKDWUHIRUPVDUH
KDYLQJDQHJDWLYHLPSDFWRQWKHP
 7KHFRQWLQXHGDGKHUHQFHWRWKH)RUHLJQ,QYHVWPHQW&DWDORJXH (even though it has been reduced).
 7KHSURPXOJDWLRQRIWKH1DWLRQDO6HFXULW\/DZ
 ,PSRUWVXEVWLWXWLRQVFKHPHVVXFKDVWKHUHFHQW*XLGHOLQHVRQ%DQNV8VLQJ6HFXUHDQG&RQWUROODEOH
,QIRUPDWLRQ7HFKQRORJ\ &KLQD%DQNLQJ5HJXODWRU\&RPPLVVLRQ &%5& *XLGHOLQHV .
 7KHFLUFXODWLRQRIWKHGUDIW)RUHLJQ1*20DQDJHPHQW/DZ
 ,QFUHDVLQJO\OLPLWHGDFFHVVWRZHEVLWHVDQGRWKHURQOLQHWRROVRXWVLGHRI&KLQD
 7KHXVHRILQGXVWULDOFDWDORJXHVIRUSURFXUHPHQW
 7KHXVHRIWHFKQLFDOEDUULHUVWRWUDGH
 7KHGUDIW&\EHU6HFXULW\/DZDQGGUDIW&RXQWHUWHUURULVP/DZ
Never before has the European Chamber witnessed the government’s reform agenda seemingly
occupying opposite ends of the spectrum.
Certain government actions could not be more encouraging – steps such as the introduction, and
subsequent reduction of, the 1HJDWLYH/LVW, a reduced )RUHLJQ,QYHVWPHQW&DWDORJXH and the progress
RQWKH&RPSUHKHQVLYH$JUHHPHQWRQ,QYHVWPHQW &$, DOOVHHPWRERGHZHOOIRU(8&KLQDFRPPHUFLDO
relations.
<HWDWWKHVDPHWLPHWKHOHYHORIFRQFHUQRYHUQDWLRQDOVHFXULW\UHODWHGLVVXHVDQGWKHH[SDQVLYHZRUGLQJ
in related legislation, as well as the markedly slow progress in the overall implementation of reforms
is very unsettling for business. It sends a mixed message and suggests that at least part of the reform
agenda includes elements of ‘closing up’.
$V D ZD\ RI HYDOXDWLQJ WKH FXUUHQW VLWXDWLRQ UHJDUGLQJ 7KLUG 3OHQXP UHIRUPV  RI WKH (XURSHDQ
Chamber’s working groups have provided a ‘reality check’ to track the actual progress that has been
made so far.
7KH(XURSHDQ&KDPEHULGHQWL¿HG¿YHRYHUDUFKLQJUHIRUPWKHPHVIURPWKHDecision, which are referred
WRLQWKHWDEOHRQWKHIROORZLQJSDJH
7KHPDUNHW¶VGHFLVLYHUROH
/LPLWLQJVWDWHHQJDJHPHQWLQWKHHFRQRP\
D6WDWHRZQHGHQWHUSULVH 62( UHIRUP
b. Independent decision making of enterprises and fair competition
$GPLQLVWUDWLYHUHIRUP
5XOHRIODZ
0DUNHWDFFHVV)RUHLJQLQYHVWPHQWPDQDJHPHQW
 (XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQD-XQHSDJHKWWSZZZHXURSHDQFKDPEHU
FRPFQHQSXEOLFDWLRQVEXVLQHVVFRQ¿GHQFHVXUYH\!
 7KH*XLGHOLQHVRQ%DQNV8VLQJ6HFXUHDQG&RQWUROODEOH,QIRUPDWLRQ7HFKQRORJ\, were promulgated to CBRC branches and local banks—though apparently not to the
EDQNV¶,7VXSSOLHUV²DQGEHFDPHHIIHFWLYHRQth'HFHPEHU <LQ-LDQ%DQ)D>@1R 7KH\RXWOLQHVSHFL¿FSURFXUHPHQWUHTXLUHPHQWVLQ&KLQD¶VEDQNLQJVHFWRU
The &%5&*XLGHOLQHV are based on the *XLGHOLQHVIRU$SSO\LQJ6HFXUHDQG&RQWUROODEOH,QIRUPDWLRQ7HFKQRORJ\WR(QKDQFH%DQNLQJ,QGXVWU\&\EHUVHFXULW\DQG,QIRUPDWLVDWLRQ
Development &%5&1R>@ LVVXHGRQrd6HSWHPEHU$OWKRXJKWKH&%5&*XLGHOLQHVZHUHRI¿FLDOO\VXVSHQGHGRQth$SULOSHQGLQJIXUWKHUVWDNHKROGHULQSXW
and revision, they are still a great cause for concern among foreign players in the banking sector and, indeed, foreign industry as a whole.
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On top of this, the European Chamber acknowledges the impressive achievements of the Chinese
*RYHUQPHQW¶VDQWLFRUUXSWLRQFDPSDLJQ which gathered pace over the past year and so far shows no
signs of abating.
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7KHµWUDI¿FOLJKWV¶LQWKHWDEOHEHORZDQGWKURXJKRXWWKHUHVWRIWKLVSDSHULQGLFDWHWKHIROORZLQJ

The working group
perceives that little
or no progress has
been made, or that
the situation has
even deteriorated.

The working group
perceives that some
progress has been made,
but work still remains.
It is unclear as to whether
the overall target(s) will
be achieved within the
stipulated timeframe.

The working group
perceives that the
target(s) has (have)
basically been reached,
or that there is a clear
working plan so that
it can be reasonably
expected that the
target(s) will be reached
within the stipulated
timeframe.

Third Plenum Reality Check17
The market’s decisive role
What did the Third Plenum’s Decision say?

What is the reality?

Status

“Accelerate pricing reform for natural resources and
their products to give full expression to their market
supply and demand.”
Environment: Under the pressure
of a rising consumer price index,
local governments tend to delay or
“(VWDEOLVK D PDUNHWRULHQWHG PHFKDQLVP WR DWWUDFW UHGXFHDQ\PDUNHWEDVHGLQFUHDVHRI
private capital to ecological and environmental the price of drinking water. This puts
SURWHFWLRQ DQG LPSOHPHQW WKLUGSDUW\ WUHDWPHQW RI pressure on water suppliers who,
environmental pollution. “
in response, have to manage their
VHUYLFHTXDOLW\WRDORZHUOHYHOWRRII
“Implementing sound compensation systems for set the additional loss.
use of resources and for damage to the ecological
environment.”
7KH'HFLVLRQ$UWLFOH
…and…

“We must actively and in an orderly manner promote
PDUNHWRULHQWHGUHIRUPLQZLGWKDQGLQGHSWKJUHDWO\
reducing the government's role in the direct allocation
of resources, and promote resources allocation
according to market rules, market prices and market
competition, so as to maximise the benefits and
RSWLPLVHWKHHI¿FLHQF\.”
7KH'HFLVLRQ$UWLFOH

Energy: Although China has started
with reforming national gas pricing,
there is still a need for a clear
scheme to this reform. Any such
scheme should include a pricing
structure that rewards gas for the
value it offers, while simultaneously
discouraging the use of coal.



7KLVWDEOHRQO\IHDWXUHVDVDPSOHRIµUHDOLW\FKHFNV¶)RUDIXOOOLVWSOHDVHUHIHUWRSDJHIRULQGXVWU\RUKRUL]RQWDOLVVXHVSHFL¿FOLVWVSOHDVHUHIHUWRWKHUHOHYDQWLQGLYLGXDO
working group’s position paper.
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“Implementing sound compensation systems for
use of resources and for damage to the ecological
environment.”
7KH'HFLVLRQ$UWLFOH

“Improving the mechanism whereby prices are
mainly determined by the market.”
7KH'HFLVLRQ$UWLFOH

“(VWDEOLVKLQJDXQL¿HGRSHQFRPSHWLWLYHDQGRUGHUO\
market system is the basis for the market to play
a decisive role in the allocation of resources. We
must put in place a modern market system in which
enterprises enjoy independent management and fair
FRPSHWLWLRQ«SURGXFWVDQGIDFWRUVRISURGXFWLRQÀRZ
freely and are exchanged on an equal basis, strive to
UHPRYHPDUNHWEDUULHUVDQGUDLVHWKHHI¿FLHQF\DQG
fairness of resource allocation.”
“Accelerating the Improvement of the Modern
Market System.”
7KH'HFLVLRQ,,,

Carbon Market: The launch of the
Emissions Trading Scheme pilots
LQ  UHSUHVHQWHG RQH RI WKH
first attempts in using the market
as a tool to allocate resources and
determine the price of a commodity.
However, there is still a need to
further develop the market in a fair,
open and transparent way.

Executive Position Paper

“We will … implement a trading system for… carbon
HPLVVLRQ«HVWDEOLVKDPDUNHWRULHQWHGPHFKDQLVPWR
attract private capital to ecological and environmental
protection.”

2015/2016



Pharmaceuticals: The control on
maximum retail prices for drugs has
been abolished. However, the system
still allows hospitals to manipulate
the bidding system to extract their
own revenue from the process.

Automotive: A foreign investor’s
maximum share in the automotive
LQGXVWU\LVOLPLWHGWRSHUFHQWDQG
each foreign car maker is limited
to establish no more than two such
6LQRIRUHLJQ MRLQW YHQWXUHV -9V  IRU
the production of passenger cars,
and two for commercial vehicles
µ¶ 

Limiting state engagement in the economy
a) SOE reform
What did the Third Plenum’s
Decision say?

“We will … oppose monopoly and
unfair competition.”
“Enacting market rules that are
fair, open and transparent.”
7KH'HFLVLRQ$UWLFOH

What is the reality?

Status

Energy: The power grid and gas networks are monopolised
E\DIHZVWDWHRZQHGJULGFRPSDQLHVWKDWDUHQRWVXEMHFW
to appropriate supervision and transparency requirements.
7KLV PDNHV &KLQD¶V RQJULG V\VWHP RSDTXH WR IRUHLJQ
companies and in this way adds market access barriers.
Consumer Finance and Non-Banking Financial Institutions:
:KLOHWKHFRQVXPHUILQDQFHLQGXVWU\LVVWLOO62(GRPLQDWHG
a number of private companies (including European players)
are taking their stake. There is a whole range of innovative
companies operating via online channels, where there is free
competition – at least so far.

Executive Position Paper
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“:H ZLOO HQFRXUDJH QRQSXEOLF
HQWHUSULVHVWRSDUWLFLSDWHLQ62(
reform, foster mixed enterprises
ZLWK QRQSXEOLF FDSLWDO DV WKH
controlling shareholder and
encourage qualified private
enterprises to establish the
modern corporate system.”

Petrochemicals, Chemicals and Refining: There have
been positive developments in the sector, regarding
µPL[HG RZQHUVKLS¶UHIRUPV LQ FHQWUDO 62(V DV ZHOO DV
WKHSURPRWLRQRIWKHSXEOLFSULYDWHSDUWQHUVKLSPRGHOLQ
sectors like infrastructure and environmental protection.

“Supporting the healthy
development of the non-public
sector.”
7KH'HFLVLRQ$UWLFOH
“Vigorously develop a mixed
economy.”
7KH'HFLVLRQ$UWLFOH

Private Equity and Strategic Mergers & Acquisitions:
No real systematic change has been seen. The market
dominance of SOEs has not been reduced.

“%RWK WKH SXEOLF DQG QRQSXEOLF
sectors are key components of
Energy: Some local manufacturers and service suppliers
the socialist market economy…”
receive subsidies and preferential treatment in certain
“Adhering to and Improving the segments of the energy equipment market.
Basic Economic System.”
7KH'HFLVLRQ,,

Limiting state engagement in the economy
b) Independent decision making of enterprises and fair competition
What did the Third Plenum’s Decision
say?

What is the reality?
Auto Components: European auto component
VXSSOLHUVDUHIRUFHGWRHVWDEOLVK-9VZLWK&KLQHVH
original equipment manufacturers (OEMs) in order
to get business.

“Enacting market rules that are fair,
open and transparent.”
7KH'HFLVLRQ$UWLFOH

Private Equity and Strategic M&A: The draft Foreign
,QYHVWPHQW/DZ ),/ KDVVLJQLILFDQWLVVXHVWKDWJR
against the sentiment of the Decision and FIEs are still
treated differently to domestic companies.
Rail: Foreign players in the rail industry are often
not given the opportunity to comment on drafts of
standards and specifications, which may lead to
entry barriers and unfair competition.
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Renewable Energy: Although the Chinese
Government has approved a series of regulations
reflecting a desire to further promote the
d e v e l o p m e n t o f r e n e w a b l e e n e r g y, t h o s e
measures primarily support the development of
Chinese companies and technologies. Therefore,
more transparency—particularly in the bidding
V\VWHP²DQGDOHYHOSOD\LQJ¿HOGDUHQHHGHG

“Supporting the healthy development of
the non-public sector.”
7KH'HFLVLRQ$UWLFOH

Small and Medium-sized Enterprises: Access to
¿QDQFLQJIRU60(VLVVWLOODPDMRUFKDOOHQJH

“Deepening reform of the management
system for science and technology.”
7KH'HFLVLRQ$UWLFOH

Inter-Chamber Small and Medium-sized
Enterprises: The Central Government SME
Development fund will be used to support SME
development in innovation to promote a healthy
business environment and fair market competition.
7KHZRUNLQJJURXSKRSHVIRUHLJQ60(VZLOOEHQH¿W
from this positive development.

Executive Position Paper

“We must put in place a modern
market system in which enterprises
enjoy independent management and
fair competition … products and factors
of production flow freely and are
exchanged on an equal basis, strive
to remove market barriers, and raise
WKHHI¿FLHQF\DQGIDLUQHVVRIUHVRXUFH Energy: Foreign investors in China are excluded
allocation.”
from direct bidding in shale gas licence rounds,
and rules on indirect access through production
“Accelerating the Improvement of sharing contracts are unclear. Technical data are
the Modern Market System.”
rarely available for foreign and private investors
7KH'HFLVLRQ,,, to allow independent technical evaluation of the
resource potential of any exploration a site.

Administrative reform
What did the Third Plenum’s Decision say?
“All enterprise investment projects … should
be decided by the enterprises independently in
accordance with the law, and no longer require
government approval.”
“Improving the macro control system.”
7KH'HFLVLRQ$UWLFOH
“We will implement a unified market access
system…”
“Enacting market rules that are fair, open
and transparent.”
7KH'HFLVLRQ$UWLFOH

What is the reality?

Status

Aviation and Aerospace: Burdensome
administrative approval processes are
still common in certain areas, for instance
aircraft purchase and registration.

Standards and Conformity Assessment:
Several administrative licensing processes
DUHVLPSOL¿HGIRULQVWDQFHPHGLFDOGHYLFHV
and cosmetics licensing, but more efforts
are needed.

Executive Position Paper
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“We will improve and unify an authoritative
food and drug safety supervision organisation.”
“Improving the public security system.”
7KH'HFLVLRQ$UWLFOH

“We will improve the government organisational
structure, function composition and work
procedures so that the working group will have
D JRRG DGPLQLVWUDWLYH V\VWHP ZLWK GHFLVLRQ
making.”
“Streamlining the government structure.”
7KH'HFLVLRQ$UWLFOH

“We will persist in equality of rights, opportunities
and rules, abolish all forms of irrational
UHJXODWLRQVIRUWKHQRQSXEOLFHFRQRP\UHPRYH
DOOKLGGHQEDUULHUVDQGDGRSWVSHFL¿FPHDVXUHV
IRUQRQSXEOLFHQWHUSULVHVWRHQWHUIUDQFKLVLQJ
¿HOGV.”
“Supporting the healthy development of the
non-public sector.”
7KH'HFLVLRQ$UWLFOH
“Relaxing control over investment access.
We will have the same laws and regulations
on Chinese and foreign investment, and keep
foreign investment policies stable, transparent
and predictable.”
“Relaxing control over investment access.”
7KH'HFLVLRQ$UWLFOH

Agriculture, Food and Beverage: At the
central level, the framework is already set up.
At the local level, however, implementation
does not strictly follow the central framework.
In some areas, there is no coordination
among local authorities.
Automotive: Multiple government agencies
regulate the automotive industry in an
uncoordinated manner, resulting in different
u n d e r s t a n d i n g , i n e ff i c i e n t w o r k a n d
unnecessary costs.
Banking and Securities: A lack of
coordination between various authorities
results in laws and regulations being applied
and interpreted differently.

3HWURFKHPLFDOV&KHPLFDOVDQG5H¿QLQJ
Over the past two years, with the streamlining
of government approvals, the scope of
projects requiring government approvals has
narrowed, and more project approval power
is now controlled by local governments.

Insurance: Investment in the industry
UHPDLQVRYHUUHJXODWHGHVSHFLDOO\UHJDUGLQJ
limitations for setting up operations or
obtaining licences, i.e. there are restrictions
RQRZQHUVKLSRUWKHHVWDEOLVKPHQWRI-9V

“:H ZLOO SURPRWH WKH UHIRUP RI YDOXHDGGHG
Finance and Taxation: 5HIRUP RI YDOXHG
tax, and simplify the tax rate appropriately.”
DGGHG WD[ 9$7  LV LQ SURJUHVV WR UHDFK
FRPSOHWLRQ LQ 7KH WD[ UDWH KDV EHHQ
“Improving the taxation system.”
VLPSOL¿HG
7KH'HFLVLRQ$UWLFOH
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“We will further streamline the administration and
delegate more power to lower levels, deepen the
reform of the system concerning matters subject
to government examination and approval, and
reduce the central government’s administration
in micro affairs to the greatest extent. We will
cancel all administrative approval procedures
for economic activities under the effective
regulation of the market mechanism. We will
manage matters that require administrative
approval according to procedures and with high
HI¿FLHQF\:HZLOOWUDQVIHUODUJHVFDOHDQGZLGHO\
SDUWLFLSDWHGLQ VRFLDO DQG HFRQRPLF SURMHFWV
WRORFDODQGFRPPXQLW\OHYHOPDQDJHPHQWIRU
FRQYHQLHQFHDQGHI¿FLHQF\.”

2015/2016

Cosmetics:,PSRUWHGQRQVSHFLDOFRVPHWLFV
are required to be registered with the China
Food and Drug Administration (CFDA) before
entering the Chinese market. Complicated
UHYLHZDQGDSSURYDOSURFHGXUHVDUHLQHI¿FLHQW
and the policy for delegating powers to
ORZHUOHYHOV RI JRYHUQPHQW KDV QRW EHHQ
implemented.

“Fully and correctly performing government
functions.”
7KH'HFLVLRQ$UWLFOH

Rule of law
What did the Third Plenum’s Decision
say?

What is the reality?

“Promoting the rule of law.”
7KH'HFLVLRQ,;

Legal and Competition:/DFNRIWUDQVSDUHQF\LQ
the promulgation, elaboration and implementation
of laws and regulations by legislative, judiciary
and administrative bodies remains an issue.

“Enacting market rules that are fair,
open and transparent.”
7KH'HFLVLRQ$UWLFOH

Legal and Competition: Many aspects of the
DSSOLFDWLRQ RI WKH$QWL0RQRSRO\ /DZ $0/ 
remain unclear, detailed reasoning in important
cases remains unpublished and an increasing
number of transactions approved by the Ministry
of Commerce are subject to remedies which can
be far reaching.

“We will strengthen the application
and protection of intellectual property
rights (IPR), improve the technological
innovation incentive mechanism,and
explore ways to set up IPR courts.”
Deepening reform of the management
system for science and technology.
7KH'HFLVLRQ$UWLFOH

Status

Intellectual Property Rights: Parts of this
promise are on track for implementation, namely
the implementation of a separate specialised
system of IPR Courts.
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“We will establish and improve an
environmental protection system that strictly
supervises the emission of all pollutants,
and independently conduct environmental
supervision and administrative law
enforcement.”

Energy: Enforcement of the advanced fuel
VWDQGDUGV²1DWLRQDO ,9 DQG 9²ZKLFK ZRXOG
improve the quality of transportation fuels, is
lacking.

“Reforming the ecological protection
management system.”
7KH'HFLVLRQ$UWLFOH

Market access / Foreign investment management
What did the Third Plenum’s
Decision say?

What is the reality?

Smart Grid: 1RQGLVFULPLQDWRU\ DFFHVV WR SRZHU V\VWHP
infrastructure and information is still lacking.

“Establishing a unified, open,
competitive and orderly market
system is the basis for the market
to play a decisive role in the
allocation of resources. We must
put in place a modern market
system in which enterprises
enjoy independent management
and fair competition … products
and factors of production flow
freely and are exchanged on
an equal basis, strive to remove
market barriers, and raise the
HI¿FLHQF\DQGIDLUQHVVRIUHVRXUFH
allocation.”
“Accelerating the Improvement
of the Modern Market System.”
7KH'HFLVLRQ,,,

Smart Grid: There is a strict control of foreign participation
in the standardisation process and the State Grid
&RUSRUDWLRQRI&KLQD 6*&& KDVDKXJHLQÀXHQFHRQWKH
standards setting process.

Energy: Discriminatory barriers are preventing China from
establishing an equal and transparent market to achieve
&KLQD¶VORQJWHUPFOHDQFRDOVWUDWHJ\

Banking and Securities: Foreign banks face restrictions
WRWKHLURUJDQLFDQGQRQRUJDQLFJURZWKOLPLWLQJWKHLUPDUNHW
share in China

Insurance: Foreign market players face a host of different
limitations preventing them from receiving effective and
equal national treatment.
Rail: 0DUNHWDFFHVVUHPDLQVDPDMRULVVXHQRIRUHLJQHQWLW\
is allowed to bid directly for a project in the rolling stock or
signalling segments..
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Public Procurement: There is still a discrepancy between
restrictions to foreign investment and actual market
access. Because foreign–invested enterprises (FIEs) are
not considered ‘local Chinese’ enterprises, they may be
established but they still face market access restrictions.
Legal & Competition: Many aspects of the application of the
$0/ UHPDLQ XQFOHDU GHWDLOHG UHDVRQLQJ LQ LPSRUWDQW FDVHV
remains unpublished and an increasing number of transactions
approved by the Ministry of Commerce (MOFCOM) are subject
to remedies which can be far reaching.

“Enacting market rules that are
fair, open and transparent.”
7KH'HFLVLRQ$UWLFOH

Metals and Mining: There are concerns, resulting from the
aspiration for market leadership by SOEs. Market leadership
as such carries potential problems to the detriment
of functioning, level markets, regardless if in China or
elsewhere. The Chinese Government has shown an
LPSUHVVLYH GHWHUPLQDWLRQ WR GHDO ZLWK PDUNHWGRPLQHHULQJ
forces, however, the working group is concerned about a
KLJKSRWHQWLDOIRUFRQÀLFWRILQWHUHVWVZKHQLWFRPHVWRVWDWH
organs dealing with SOEs. The disproportionate number of
H[LWV RI SULYDWH HQWHUSULVHV IURP WKH 62(GRPLQDWHG VWHHO
market bears witness to such concerns. Another concern
LV WKDW 62(V GHQ\ SULYDWH IRUHLJQRZQHG HQWHUSULVHV
access to their business, as experienced by working group
members.
Consumer Finance and Non-Banking Financial Institutions:
Given that the development of consumer finance is still
in the pilot phase, there are limits to the total number
of players in the market as well as strict geographical
restrictions for foreign companies.

“Relaxing control over investment
access.”
7KH'HFLVLRQ$UWLFOH

Banking and Securities:
Insurance:
7KH LQGXVWU\ UHPDLQV RYHUUHJXODWHG ZKHQ LW FRPHV WR
investments, especially regarding limitations for setting up
operations or obtaining licences, i.e. there are restrictions
RQRZQHUVKLSRUWKHHVWDEOLVKPHQWRI-9V
Legal and Competition:/HJDOVHUYLFHVKDYHEHHQPRYHG
from the “restricted” to the “prohibited” category.
Legal and Competition:)RUHLJQODZ¿UPVFDQQRWSUDFWLFH
PRC law in China.
Logistics: Domestic express companies still receive
preferential treatment in certain areas related to investment.
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“Market access standards will
be reinforced regarding …
environment…”
“Improving the macro control
system.”
7KH'HFLVLRQ$UWLFOH

Environment: Foreign professional companies are unable
to invest in developing proper infrastructure due to the
limited number of licences available, most of which are
allocated to Chinese companies.

“We will encourage private funds
WRÀRZWRPHGLFDOVHUYLFHV¿UVW
VXSSRUWLQJWKHPWRIORZWRQRW
IRUSURILW PHGLFDO LQVWLWXWLRQV
We will allow private funds to
invest directly in services that
are short of resources or are Healthcare Equipment: In the )RUHLJQ ,QYHVWPHQW
to meet diverse demands, and Catalogue (2015 revision), medical institutions are still in the
to participate in the reform and “restricted” category.
restructuring of public hospitals
in various forms.”
“Deepening reform in medicine
and healthcare.”
7KH'HFLVLRQ$UWLFOH

“We will explore a management
model for foreign investors make
the business registration system
more convenient by reducing
the number of items that require
qualification verification, turning
FHUWL¿FDWLRQEHIRUHOLFHQVLQJLQWR
licensing before certification,
DQGJUDGXDOO\FKDQJLQJWKHSDLG
in capital registration system into
a subscribed capital registration
system.”
“Enacting market rules that
are fair, open and transparent.”
7KH'HFLVLRQ$UWLFOH
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Quality and Safety Services: 7KH )RUHLJQ ,QYHVWPHQW
Catalogue (2015 revision) has removed the inspection
and certification industry from the “restricted” category,
but in reality, this has not been carried out by the General
Administration of Quality Supervision, Inspection and
Quarantine (AQSIQ), even in the China (Shanghai) Pilot
Free Trade Zone. The management model has not yet
been made public, and the number of items that require
TXDOL¿FDWLRQYHUL¿FDWLRQKDVQRWEHHQUHGXFHG7KHV\VWHP
of certification before licensing was turned into licensing
before certification when it comes to certification industry
and the registration of import and export product testing
institutions.
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“We will implement a unified
market access system; and on
the basis of making a negative
list, all kinds of market players
may enter areas not on the
negative list on an equal basis
and according to law.”

2015/2016

Quality and Safety Services: The general negative list
has not been released yet. The new rules published by the
$46,4 WKLV \HDU ZKLFK DSSO\ XQWLO  VWLOO GLVWLQJXLVK
between foreign and domestic investments.

“Enacting market rules that are
fair, open and transparent.”
7KH'HFLVLRQ$UWLFOH

2. The ‘New Toolbox’
It is clear that since the promulgation of the Decision some reform momentum has been lost. The Chinese
Government’s most pressing issue now is how to forge ahead with the reforms that will help to bring about
the rebalancing of the economy. China needs to employ a ‘new toolbox’ that can deliver an economic
PRGHOLQZKLFK







PDUNHWIRUFHVGHFLGHWKHDOORFDWLRQRIUHVRXUFHVLQWKHHFRQRP\XQGHUWKHDXVSLFHVRIUXOHRIODZ
WKHUHLVDIRFXVRQTXDOLW\RIOLIHIRUWKHLQGLYLGXDO
GRPHVWLFDQGIRUHLJQFRPSDQLHVDUHWUHDWHGHTXDOO\QRWRQO\XQGHUWKHODZEXWDOVRZLWKLQWKHODZ
WKHUHLVKDUPRQLVDWLRQZLWKJOREDOVWDQGDUGVDQGVXSSO\FKDLQV
WKHVWDWHSOD\VDUHGXFHGUROHLQWKHHFRQRP\DFWLQJVROHO\DVUHJXODWRUDQGHQIRUFHU
WKHVHUYLFHVVHFWRULVWKHGRPLQDQWHQJLQHRIJURZWKVXSSRUWHGE\DQHGXFDWLRQV\VWHPWKDWHQGRZV
the workforce with the required skill set;
 FRQVXPSWLRQKROGVDPXFKODUJHUVKDUHRI*'3DQG
 WKHUHLVDV\VWHPLQSODFHWKDWDOORZVDQGHQFRXUDJHVLQQRYDWLRQ
In order to get there, China will need to address a number of key challenges including, but not limited to,
SRLQWV±RXWOLQHGEHORZ

2.1 Accelerating Reform of the Financial System
Reforming the financial system has to be at the core of the government’s reform drive, as it has a
complimentary role in nearly all other reforms of the real economy. China’s financial system needs to
EHFRPHPRUHHI¿FLHQWLQDOORFDWLQJFDSLWDOLIWKHHFRQRP\LVWRJURZPRUHVXVWDLQDEO\7KLVZLOOUHTXLUH
some fundamental reforms to ensure that funds are being lent on a more viable basis, founded on sound
¿QDQFLDODSSUDLVDOVRIWKHORQJHUWHUP¿QDQFLDOUHWXUQRQLQYHVWPHQWRIDQ\RQHSURMHFWRULQGLYLGXDODQG
QRWVLPSO\RQLWVRQHRIIFRQWULEXWLRQWR*'3LQDJLYHQ\HDU6RPHRIWKHNH\¿QDQFLDOUHIRUPVWKDW&KLQD
VWLOOQHHGVWRWDFNOHDUH
 $OLEHUDOLVDWLRQRILQWHUHVWUDWHV
 %RRVWLQJPDUNHWEDVHGOHQGLQJDQG
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 )XUWKHURSHQLQJXSWKHEDQNLQJLQVXUDQFHDQGFRQVXPHU¿QDQFHVHFWRUV
Interest rate liberalisation
A full liberalisation of interest rates is an important development for China to transition to the ‘new normal’.
,Q0DUFK3HRSOH¶V%DQNRI&KLQD 3%2& *RYHUQRU=KRX;LDRFKXDQVWDWHGWKDWLWLV³YHU\OLNHO\´
WKDW&KLQDZLOO¿QLVKLQWHUHVWUDWHOLEHUDOLVDWLRQWKLV\HDU ZKLFKZLOOPDNH&KLQD¶V¿QDQFLDOV\VWHPPRUH
HI¿FLHQWDQGORZHUWKHFRVWRIHTXLW\VRWKHFRPSDQLHVWKDWGHVHUYHDFFHVVWR¿QDQFHFDQJHWLWUHDGLO\
This intention was also articulated in the Decision.
Boosting market-based lending
7KH(XURSHDQ&KDPEHUZHOFRPHGWKH&KLQHVH*RYHUQPHQW¶VDQQRXQFHPHQWRQth-XQHWKDWWKH
ORDQWRGHSRVLWUDWLR /'5 FDSZRXOGEHGLVFRQWLQXHG7KH/'5FDSKDGSXVKHGXSWKHIXQGLQJFRVWVRI
banks and had fuelled, in part, the development of shadow banking.
$EDQGRQLQJWKH/'5FDSZLOOQRZRSHQXSDGGLWLRQDOVRXUFHVRIIXQGLQJWREDQNVLQ&KLQDSDUWLFXODUO\
the interbank market. The European Chamber believes that this policy decision will decrease the leverage
LQWKH&KLQHVHHFRQRP\DQGFRQWULEXWHWRWKHORQJWHUPKHDOWKRIWKHGRPHVWLFEDQNLQJV\VWHP
Banking sector opening
Further opening up the domestic banking sector, both in terms of services and geographical coverage, will
EHQH¿WERWKLQGLYLGXDOVDQGFRUSRUDWLRQV
Many foreign banks remain attracted to the Chinese market and are prepared to invest more and expand
their operations. However, they are deterred from doing so due to restrictions to branch expansion.
Limitations to foreign banks’ expansion21
There are currently many restrictions that prevent foreign banks from expanding and contributing to
China’s development.
Banking: )RUHLJQEDQNVDUHOLPLWHGPDLQO\WRRUJDQLFJURZWKDVWKH\DUHQRWDOORZHGWRDFTXLUHPRUHWKDQ
per cent of a local Chinese bank. However, foreign banks’ organic growth, e.g. via an expansion of their Chinese
branch network, is also hampered due to an overly complex system of submissions, the rules of which are
subject to various interpretations.
Recommendation: %\DOORZLQJORFDOO\LQFRUSRUDWHGEDQNVWRSURYLGHUHJXODWRUVZLWKDQQXDOPDVWHUSODQVIRU
EUDQFKDQGVXEEUDQFKH[SDQVLRQRUE\SURYLGLQJFOHDUHUUHJXODWLRQVWKDWKLJKOLJKWKRZPDQ\EUDQFKHVHDFK
ORFDOO\LQFRUSRUDWHGEDQNFDQDSSO\IRUDQGKRZFRQFXUUHQWDSSOLFDWLRQVDUHWUHDWHGIRUHLJQEDQNVFRXOGPDNH
better strategic decisions for their business’ expansion.

%\FRQWUDVWWKH¿YHODUJHVWFRPPHUFLDO&KLQHVHEDQNVDUHLQFUHDVLQJO\DFTXLULQJRULQYHVWLQJLQIRUHLJQ
banks in Europe and elsewhere without similar ownership restrictions, and find it very easy to open
branch networks within the European Union (EU).
%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
 3%2& 3OHGJHV WR 3UHVV RQ :LWK 5DWH /LEHUDOL]DWLRQ$PLG 6ORZGRZQ %ORRPEHUJ th 0DUFK  YLHZHG  th 0DUFK  KWWSZZZEORRPEHUJFRPQHZV
DUWLFOHVSERFV]KRXWRXWVSUXGHQWSROLF\LQQHZQRUPDORIVORZHUJURZWK!
 &KLQDPRYHVWRVFUDSORQJKHOGFDSRQORDQWRGHSRVLWUDWLR)LQDQFLDO7LPHVth-XQHYLHZHGth-XO\KWWSZZZIWFRPLQWOFPVVDGH
FEGEGKWPOD[]]J2L;RH4!
 6HHSDJHRIWKHBanking and Securities Position Paper 2015/2016 for more information.
 6HHSDJHRIWKHBanking and Securities Position Paper 2015/2016 for more information.

22

Executive Position Paper

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

2015/2016

Case of ICBC in Europe23
,&%& RSHQHG WKHLU 0LODQ %UDQFK RQ st -DQXDU\  ,Q WKDW VDPH ZHHN LW RSHQHG IRXU RWKHU EUDQFKHV LQ
Madrid, Amsterdam, Paris and Brussels. For the Milan Branch, the time taken to obtain the licence was one
month. This is due to the fact that European regulations allow the establishment of a subsidiary with much shorter
application procedures when that entity has already been established in another EU country. If ICBC wanted to
VHWXSDQHZLQGHSHQGHQWEUDQFK DVRSSRVHGWRDVXEEUDQFKGHSHQGHQWRQWKH/X[HPERXUJVXEVLGLDU\ LW
would have to wait for a period of around seven months—a period still shorter than that faced by foreign banks in
China.

Given that Chinese companies have broad access to the European banking market, and coupled with
the importance the DecisionSODFHVRQWKH¿QDQFLDOLQGXVWU\DQGPDUNHWRSHQLQJWKH(XURSHDQ&KDPEHU
hopes China would recognise the importance of extending reciprocal terms to European banks in China.
)RU WKLV UHDVRQ WKH (XURSHDQ &KDPEHU LV DGYRFDWLQJ WKDW WKHVH LVVXHV EH DGGUHVVHG GXULQJ WKH (8
China CAI negotiations.
Insurance sector liberalisation
The opening up and development of the insurance industry can contribute significantly to China’s
economic and societal development through the transfer of risk between different actors. Having the
certainty that the risks individual actors take will be borne and absorbed equitably by many, can enable
EROGHUDQGPRUHFUHDWLYHGHFLVLRQPDNLQJZKLFKPD\WKHQWUDQVODWHLQWRLQFUHDVHGHQWUHSUHQHXUVKLSDQG
innovation. In a similar fashion, a liberalised insurance sector will mobilise more savings for investment,
thereby creating greater liquidity in many asset classes.
As the Chinese insurance sector is still underdeveloped, it will require greater foreign participation in order
IRUWKHVHFWRUWRIXO¿OLWVSURSHUIXQFWLRQ+RZHYHUIRUHLJQLQVXUHUVVWLOOKDYHDOLPLWHGSUHVHQFHLQWKH
Chinese market. Their respective nationwide branch networks remain small in comparison to domestic
LQVXUDQFHFRPSDQLHVGXHWRDWLPHFRQVXPLQJDQGQRQWUDQVSDUHQWOLFHQFHDSSOLFDWLRQSURFHVV7KLVSXWV
WKHPDWDVLJQL¿FDQWGLVDGYDQWDJHWRGRPHVWLFSOD\HUV
Insurance: Although there is no formal regulation restricting the number of new branches that can be opened by
LQVXUHUVRUDQ\GLVFULPLQDWLRQDJDLQVWIRUHLJQLQYHVWHGLQVXUHUVLQWKLVUHVSHFWLQSUDFWLFHDGGLWLRQDOEUDQFKHV
DUHRQO\DSSURYHGFRQVHFXWLYHO\ZLWKDSURFHVVLQJWLPHEHWZHHQWZRDSSURYDOVRIDURXQGRQH\HDU)RUHLJQ
invested insurers thus suffer from a lack of branches, which limits their capacity to compete with their domestic
competitors, which were allowed to open many branches rapidly in the past.

&RQVXPHU¿QDQFHVHFWRURSHQLQJ
China’s drive to increase the share of consumption within its economy will come from several sources
including income growth and diversification of channels resulting in better access to finance, as well
as broader trends such as greater mobility, rapid urbanisation and changing aspirations of Chinese
 6HHSDJHRIWKHBanking and Securities Position Paper 2015/2016 for more information.
 Ibid
 6HHSDJHRIWKH Insurance Position Paper 2015/2016 for more information.
 Ibid
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Chinese banks setting-up operations in Europe22
The EU Member States’ regulations on this matter are based on European directives that have to be transposed
into their national legal systems in order to establish a harmonised framework. The basic rule is that the licence
DSSURYDOKDVDVLOHQWFRQ¿UPDWLRQDSSURYDOSURFHGXUHDIWHUDFHUWDLQSHULRGRIWLPH LHGD\VLQWKHFDVHRI
most EU Member States) from the moment of application. Although there may be a need for requesting more
than one licence if different banking businesses are covered, each follows the same terms.
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FRQVXPHUV7KHGHYHORSPHQWRIWKHVWLOOQDVFHQWFRQVXPHU¿QDQFHVHFWRUUHSUHVHQWVDXQLTXHRSSRUWXQLW\
WRFRQWULEXWHWR&KLQD¶VFRQVXPSWLRQGULYH+RZHYHUWKHWRWDOQXPEHURIFRQVXPHU¿QDQFHFRPSDQLHV
(CFCs) in the domestic market is limited, with foreign participation still being markedly restricted.

2.2 Limiting State Engagement in the Economy
Over the past decades, the state loomed large in the Chinese economy. It has been dominated by strong
62(VWRZKLFKWKHJRYHUQPHQWFKDQQHOOHGWKHSRSXODWLRQ¶VVDYLQJVLQRUGHUWRGHYHORSODUJHVFDOHSURMHFWV
RQWKHEDFNRIFOHDUO\GHILQHGLQGXVWULDOSROLFLHV6WDWHRZQHGHQWHUSULVHVDOVRUHFHLYHGVXSSRUWLQWKH
IRUPRIVXEVLGLHVHLWKHUGLUHFWO\RULQWKHIRUPRIEHORZPDUNHWSULFHV7KLVDSSURDFKKDVEHHQFRVWO\DQG
LQHI¿FLHQW,IWKHPDUNHWLVWRSOD\DGHFLVLYHUROHLQWKHHFRQRP\WKHQWKH&KLQHVH*RYHUQPHQWPXVW
 OHWSULFHVEHGHWHUPLQHGE\PDUNHWIRUFHV
 UHGXFHWKHUHOLDQFHRQVXEVLGLHVDQG
 UHIRUP62(V
Pricing of factors of production
China has historically suppressed the prices of factors of production, such as energy and raw materials,
in order to help decrease the costs faced by SOEs. This continues today, albeit to a much lesser extent.
Making companies and individuals pay the market price for such inputs will force companies to become
PRUHHI¿FLHQWSXWOHVVSUHVVXUHRQWKHHQYLURQPHQWDQGHQFRXUDJH&KLQD¶VWUDQVLWLRQWRDPRUHVHUYLFH
orientated economy.
Subsidisation policies
+LVWRULFDOO\ 62(V KDYH EHHQ D ORQJVWDQGLQJ EHQHILFLDU\ RI VXEVLGLHV ZLWK WKH SDUWLFXODU DLP RI
GHYHORSLQJ WKHP LQWR IRUPLGDEOH H[SRUWHUV +RZHYHU UHFHLYLQJ ODUJHVFDOH VWDWH VXEVLGLHV KDV QRW
IRVWHUHGPDUNHWEDVHGGHFLVLRQPDNLQJLQVWHDGLWKDVOHGWRODUJHVFDOHRYHUFDSDFLW\LQPDQ\VHFWRUV±
sectors that had been designated as “pillar industries” by the Chinese Government.
SOE reform
European business appreciates the distinct and unique role SOEs can play in an economy.
7KLVLQFOXGHVVRFLDOO\LPSRUWDQWIXQFWLRQVVXFKDVWKHSURYLVLRQRIVRFLDOVHUYLFHVVRPHWKLQJWKDWKDG
historically been done under the auspices of SOEs. However, while China has emphasised the important
role that market forces must play on the one hand, it has sent a mixed message in the Decision by also
highlighting the dominant position of public ownership.
“We must unswervingly consolidate and develop the public economy, persist in the dominant position of public
RZQHUVKLS JLYH IXOO SOD\ WR WKH OHDGLQJ UROH RI WKH VWDWHRZQHG VHFWRU DQG FRQWLQXRXVO\ LQFUHDVH LWV YLWDOLW\
FRQWUROOLQJIRUFHDQGLQÀXHQFH”
7KLUG3OHQXP'HFLVLRQArticle II

7KH(XURSHDQ&KDPEHUEHOLHYHVWKDW62(UHIRUPVVKRXOGIRFXVRQ
  UHIRUPLQJLQFHQWLYHV\VWHPVWREHWWHUOLQNH[HFXWLYHV¶DQGHPSOR\HHV¶FRPSHQVDWLRQDQGERQXVHVWR
FRUSRUDWHSUR¿WVDQGVKDUHSHUIRUPDQFH
 6HHSDJHRIWKH&RQVXPHU)LQDQFHDQG1RQ%DQN)LQDQFLDO,QVWLWXWLRQV3RVLWLRQ3DSHU for more information.
 China builds up new pillar industries, Xinhua, 6th1RYHPEHUYLHZHGth-XO\KWWSQHZV[LQKXDQHWFRPHQJOLVKFKLQDFBKWP!
 7KH%XVLQHVV HV RIWKH&KLQHVH6WDWH:RUOG%DQNYLHZHGth-XO\KWWSVLWHUHVRXUFHVZRUOGEDQNRUJ,17$)52))&+,(&25HVRXUFHV7KHB%XVLQHVV HV B
RIBWKHB&KLQHVHB6WDWHSGI!
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7KH &KLQHVH *RYHUQPHQW LQLWLDWHG DQ 62( UHIRUP WULDO LQ -XO\  WR DVVHVV WKH IHDVLELOLW\ RI VXFK
reform. This was viewed as encouraging by European business as it highlighted the political will to guide
62(VWRZDUGVPDUNHWEDVHGHI¿FLHQF\ However, in practice the Chinese Government still maintains
majority control of the restructured SOEs. As such, any subsequent reform trials have not resulted in
WKH SULYDWLVDWLRQ QHHGHG WR SURYLGH PDUNHWEDVHG LQFHQWLYHV DQG LQWHUQDWLRQDO VWDQGDUGV IRU FRUSRUDWH
governance. This means that current standards of corporate governance will unlikely be a factor in
HIIHFWLYHO\GULYLQJ62(VWRZDUGVHI¿FLHQF\
Recent announcements of mergers in the railways and nuclear energy sectors  are further adding to
the concerns of European business that meaningful SOE reform will not be forthcoming any time soon.
It gives the impression that SOE reform will still be driven by vested interests, will be exempted from
the core principles of the Decision and may still be a major drag on the economy given their historical
performance once all the costs of their special treatment is taken into consideration.
The European Chamber remains supportive of China’s SOE reform drive, but would like to see it happen
in earnest and in adherence to the overall principles of the Decision. Ignoring true SOE reform risks
undermining the credibility and importance of the Decision and may jeopardise its future implementation.

2.3 Increasing Market Access for the Private Sector, Including Foreign Business
One of the greatest policy tools that is still at the Chinese Government’s disposal—unlike many
governments in developed economies—is the possibility to let the private sector fully play out within the
economy and to harness the substantial gains this will bring. Private Chinese companies are arguably
some of the most entrepreneurial and creative in the world. However, they need an open market economy
in order to blossom – this, of course, also holds true for foreign companies. The need to establish an open
market economy was clearly recognised in the DecisionDVDSUHUHTXLVLWHWRDFKLHYLQJWKHJRYHUQPHQW¶V
DLPRIHI¿FLHQWO\DOORFDWLQJUHVRXUFHV
“(VWDEOLVKLQJDXQL¿HGRSHQFRPSHWLWLYHDQGRUGHUO\PDUNHWV\VWHPLVWKHEDVLVIRUWKHPDUNHWWRSOD\DGHFLVLYH
role in the allocation of resources.”
Decision, Article III

However, many foreign companies still face market access barriers to doing business in China and so the
Chinese economy is deprived of an important input.

 )RXU,WHP5HIRUP&KLQD¶V6WDWH2ZQHG$VVHWV6XSHUYLVLRQDQG$GPLQLVWUDWLRQ&RPPLVVLRQ 6$6$&  (XURSHDQ&KDPEHUWUDQVODWLRQ th-XO\YLHZHGth July,
KWWSZZZVDVDFJRYFQQQQQKWPO!
 (XURSHDQ%XVLQHVVLQ&KLQD±3RVLWLRQ3DSHU(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQDYLHZHGth-XO\KWWSZZZHXURSHDQFKDPEHU
FRPFQHQSXEOLFDWLRQVDUFKLYH([HFXWLYHB3RVLWLRQB3DSHUBB!
 &KLQD62(¶VUHVWUXFWXULQJOHDYHVVWDWHRZQHUVKLSLQWDFW, )LQDQFLDO7LPHVth0DUFKYLHZHGth0D\KWWSZZZIWFRPLQWOFPVVIFH
IHDEGHKWPOD[]]I\2V<!
 :LWK D 5DLO 0HUJHU &KLQD ,V )RUJLQJ DQ ,QGXVWULDO *LDQW 6HFRQG 2QO\ WR *( %ORRPEHUJ th -XQH  YLHZHG th -XQH  KWWSZZZEORRPEHUJFRPQHZV
DUWLFOHVFKLQDIRUJHVLQGXVWULDOJLDQWVHFRQGRQO\WRJHZLWKUDLOPHUJHU!
 &KLQD%XLOGLQJD0RGHUQ+DUPRQLRXVDQG&UHDWLYH6RFLHW\:RUOG%DQNDQGWKH'HYHORSPHQW5HVHDUFK&HQWUHRIWKH6WDWH&RXQFLO35&KLQD:DVKLQJWRQ
'&:RUOG%DQNS
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  LQFUHDVLQJ SULYDWH SDUWLFLSDWLRQ E\ DFFHOHUDWLQJ SULFH UHIRUPV DQG GHUHJXODWLRQ LQ WKH SUHYLRXVO\
restricted energy, utilities and service sectors; and
  LPSURYLQJWKHRSHUDWLQJHQYLURQPHQWE\HQVXULQJDPRUHOHYHOSOD\LQJ¿HOGIRU62(VDQGQRQ62(V
/RFDOOHYHO62(UHIRUPPD\SURJUHVVIDVWHUJLYHQWKHVZHOOLQJORFDOGHEWVHUYLFLQJEXUGHQRQORFDO
governments, thus providing a stronger incentive for divestment.
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The Organisation for Economic Cooperation and Development (OECD) identifies China as having the
PRVWUHVWULFWLYHUHJLPHIRUIRUHLJQLQYHVWPHQWRXWRIDOOWKH*FRXQWULHV China continues to retain a
GLVWLQFWLRQ EHWZHHQ GRPHVWLFDOO\LQYHVWHG DQG IRUHLJQLQYHVWHG EXVLQHVVHV ± VRPHWKLQJ WKDW GRHV QRW
exist in the EU.
While China has opened up various sectors to foreign industry, many remain under strict conditionality
WKURXJK IRU H[DPSOH UHTXLUHPHQWV WR WUDQVIHU WHFKQRORJ\ WR PDQGDWHG -9 SDUWQHUV RU WR ORFDOLVH
SURGXFWLRQ LQ OLQH ZLWK FOHDUO\VWLSXODWHG LQGXVWULDO SROLFLHV :KLOH IRUHLJQ EXVLQHVV DFNQRZOHGJHV WKDW
China is reforming in parts, it is the persistence of market access barriers that has left some foreign
businesses wondering if China’s reform agenda is really intended for them as well.
Rail: Foreign players in the Chinese railway manufacturing sector only enjoy partial market access and can
normally only access markets under conditions of technology transfer to local partners. No foreign entity is
allowed to bid directly for a project in rolling stock or signalling segments. This has a negative impact on the
G\QDPLVPDQGVWUHQJWKRI&KLQD¶VPDQXIDFWXULQJFDSDELOLWLHVLQWKLV¿HOGDQGOHDGVWROHVVLQYHVWPHQW

The European Chamber believes that the Chinese Government can achieve its policy aims by harnessing the
boost that the participation of both domestic private enterprises and foreign companies will bring to the Chinese
HFRQRP\E\EUHDNLQJGRZQLQGLUHFWDQGKLGGHQPDUNHWDFFHVVUHVWULFWLRQVVXFKDVWKRVHOLVWHGEHORZ
 /LFHQVLQJFRQVWUDLQWV
Construction: Foreign construction service providers (CSPs) cannot use their international track record to apply
IRUHQJLQHHULQJDQGGHVLJQTXDOL¿FDWLRQV7KH\FDQRQO\LQLWLDOO\DSSO\IRUD*UDGH%TXDOL¿FDWLRQFHUWL¿FDWHZKLFK
SUHYHQWVWKHPIURPVKDULQJWKHLUZRUOGFODVVH[SHUWLVHDQGFXWWLQJHGJHWHFKQRORJ\ZLWK&KLQHVH&63V
Environment: Foreign professional companies are unable to invest in developing proper infrastructure due to the
limited number of licences available, most of which are allocated to favoured Chinese companies. Recent tenders
WKDWRSHQHGLQVRPHFLWLHVLQ&KLQDIRUPXQLFLSDOVROLGZDVWHLQFLQHUDWLRQSODQWVKDYHVHWSUHTXDOL¿FDWLRQFULWHULD
which limit access to the Chinese market for foreign waste treatment companies with a global track record.

 'LVFULPLQDWRU\WUHDWPHQWLQSXEOLFSURFXUHPHQWSURFHVVHV
Public Procurement: Although great efforts to strengthen China’s public procurement framework have been
PDGHRYHUWKHSDVWIHZ\HDUVDVLJQL¿FDQWGLIIHUHQFHEHWZHHQ&KLQD¶VGRPHVWLFSURFXUHPHQWUHJXODWLRQVDQG
the provisions of the Government Procurement Agreement (GPA) of the WTO remains. A substantial part of the
existing regulatory framework is not in line with the overarching GPA principles of competition, transparency,
LQWHJULW\DQGVXI¿FLHQWUHPHGLDWLRQ0RUHRYHUVRPHORFDODQGVHFWRUVSHFL¿FUHJXODWLRQVGLOXWHRUFRQWUDGLFWWKH
H[SHFWHGDSSOLFDWLRQRIWKH%LGGLQJDQG7HQGHULQJ/DZZKLFKFDOOVIRURSHQELGGLQJDQGHTXDOFRPSHWLWLRQ

 5HVWULFWHGDFFHVVYLDVWDQGDUGVFHUWL¿FDWLRQDQGRUOLFHQVLQJSURFHVVHV
Standards and Conformity Assessment:)RUHLJQSURGXFWVHQWHULQJWKH&KLQHVHPDUNHWQHHGWRIXO¿OPXOWLSOH
XQFRRUGLQDWHGPDUNHWDFFHVVUHTXLUHPHQWVZKLFKPD\FRQVLVWRIPDQGDWRU\VWDQGDUGVFRPSXOVRU\FHUWL¿FDWLRQ
schemes and administrative licensing schemes. As these are published by different ministries and authorities,
they are not well coordinated with each other which creates market access barriers.
 7KH2(&')',5HJXODWRU\5HVWULFWLYHQHVV,QGH[2(&'YLHZHGth-XO\ZZZRHFGRUJLQYHVWPHQWLQGH[!7KH)',,QGH[PHDVXUHVVWDWXWRU\UHVWULFWLRQV
RQIRUHLJQGLUHFWLQYHVWPHQWLQFRXQWULHVLQFOXGLQJDOO2(&'DQG*FRXQWULHV&KLQDLVUDQNHGDVKDYLQJWKHPRVWUHVWULFWLYH)',FOLPDWHRIDOOWKHFRXQWULHV
 6HHSDJHRIWKHRail Position Paper 2015/2016 for more information.
 6HHSDJHRIWKHConstruction Position Paper 2015/2016 for more information.
 6HHSDJHRIWKHEnvironment Position Paper 2015/2016 for more information.
 6HHSDJHRIWKHPublic Procurement Position Paper 2015/2016 for more information.
 6HHSDJHRIWKHStandards and Conformity Assessment Position Paper 2015/2016 for more information.
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The need for harmonisation of China’s regulatory and standards system is ever more critical for the
FRQWLQXHGVXFFHVVRILWVFRPSDQLHVDVWKH\ZLOOLQFXUVLJQL¿FDQWFRVWVLIVWDQGDUGVPDQGDWHGLQ&KLQDGR
not have global interoperability, and they in turn need to recalibrate them to suit global markets. As such,
the European Chamber welcomed the Notice on the Deepening Reform Plan for Standardisation Work
UHOHDVHGE\WKH6WDWH&RXQFLORQth0DUFKDVLWLQFOXGHVUHIRUPREMHFWLYHVDQGDWKUHHSKDVH
LPSOHPHQWDWLRQWLPHOLQHSODQQHGIRUFRPSOHWLRQE\
$VSHULWV:72DFFHVVLRQDJUHHPHQW&KLQDLVLWVHOIREOLJHGWRJLYHGXHQRWL¿FDWLRQRQSURSRVHGWHFKQLFDO
UHJXODWLRQV DQG FRQIRUPLW\ DVVHVVPHQW SURFHGXUHV WR PHPEHUV RI WKH :727%7 FRPPLWWHH 6XFK
QRWL¿FDWLRQVKDYHWRLQFOXGHDEULHILQGLFDWLRQRIWKHLUREMHFWLYHVDQGUDWLRQDOHDWDQHDUO\VWDJHZKLFK
enables amendments and comments to be taken into account.
+RZHYHUDQXPEHURI&KLQD¶VRZQSUDFWLFHVGRQRWIXOO\FRPSO\ZLWKPDQ\:727%7SULQFLSOHV1RQ
FRPSOLDQFH ZLWK WKH :727%7 QRWLILFDWLRQ UXOHV KDV EHHQ REVHUYHG LQ FDVHV RI PDQGDWRU\ LQGXVWU\
standards, voluntary standards included in mandatory certification schemes and some regulations
requiring conformity assessment procedures for market access, for example, the energy labelling scheme,
PLQLQJVDIHW\FHUWL¿FDWLRQDQGZLQGSRZHUHTXLSPHQWFHUWL¿FDWLRQ There are further indirect restrictions,
such as the adoption of national standards without any input from foreign industry, or the provision of
IDYRXUDEOHDFFHVVWR¿QDQFLQJDQGVXEVLGLHVWRGRPHVWLFHQWHUSULVHVDPRQJRWKHUV
7KHVLWXDWLRQWKDWIRUHLJQLQYHVWHGHQWHUSULVHV ),(V IDFHLQ&KLQDLVYHU\GLIIHUHQWWRWKHHTXDOWUHDWPHQW
WKDW&KLQHVHLQYHVWHGHQWHUSULVHVHQMR\LQ(XURSH,I&KLQDLVVHULRXVDERXWPRYLQJXSWKHJOREDOYDOXH
FKDLQ WKLV DSSURDFK LV EHFRPLQJ LQFUHDVLQJO\ DQDFKURQLVWLF IRUHLJQ EXVLQHVVHV PXVW EH DIIRUGHG
increased market access.

2.4 Committing to the Rule of Law
European business understands that greater implementation of rule of law is undoubtedly the most
important tool in the box and will be the top driver for China’s economic development in the coming
years. Transparency, legal certainty and public consultation are all central elements of rule of law
to ensure the proper functioning of an economy. Another key aspect is ensuring that court decisions
DUH LVVXHG LQGHSHQGHQW RI WKLUGSDUW\ LQIOXHQFH7KH HVWDEOLVKPHQW RI FLUFXLW FRXUWV LQ 6KHQ]KHQ DQG
6KHQ\DQJLVD¿UVWVWHSLQWKHULJKWGLUHFWLRQ+RZHYHUPRUHUHPDLQVWREHGRQHWRHQVXUHLQYHVWRUV¶WUXVW
in the Chinese judicial system.
The European Chamber supports the Fourth Plenum’s explicit statements committing to the principles
of “judicial fairness”, “governing the country according to the law”, “equality under the law” and “fair and
 Notice on the Deepening Reform Plan for Standardisation Work *XRID>@1R 6WDWH&RXQFLOth0DUFKYLHZHGRQth$SULOKWWSZZZJRYFQ
]KHQJFHFRQWHQWFRQWHQWBKWP!
 6HHSDJHRIWKHStandards and Conformity Assessment Position Paper 2015/2016 for more information.
 Ibid
 Ibid
 (XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQD-XQHSDJHKWWSZZZHXURSHDQFKDPEHU
FRPFQHQSXEOLFDWLRQVEXVLQHVVFRQ¿GHQFHVXUYH\!
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committee and the International Organisation for Standardisation (ISO)—allowed Chinese companies to
integrate into complex global supply chains. At the same time, they could be assured that China’s trade
partners would notify proposed technical regulations and conformity assessment procedures to members
RIWKH:727%7FRPPLWWHH
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civilised law enforcement”. The European Chamber hopes that this commitment will translate into further
FRQFUHWHDFWLRQVDQG&KLQDZLOOEHDEOHWRLPSURYHLWVLQWHUQDWLRQDOUDQNLQJRIstRXWRIFRXQWULHV
surveyed in the 5XOHRI/DZ,QGH[.
A fair and efficient legal system that strengthens trust among all stakeholders in the economy will
ultimately increase compliance and reduce transaction costs. The following improvements are still
QHHGHG
 7UDQVSDUHQF\ LQ WKH SURPXOJDWLRQ HODERUDWLRQ DQG LPSOHPHQWDWLRQ RI ODZV DQG UHJXODWLRQV E\
legislative, judicial and administrative bodies
Legal and Competition: 7KHYHUVLRQRIWKH,PSOHPHQWLQJ5HJXODWLRQVWRWKH35&/DZRQWKH3URWHFWLRQRI
State Secrets remains a concern for foreign business, as it does not provide a clear scope as to what constitutes
DµVWDWHVHFUHW¶7KHUHIRUHIRUHLJQLQYHVWRUVDQGWKHLUDGYLVRUVVWLOOODFNVXI¿FLHQWOHJDOFHUWDLQW\WRGHWHUPLQHZLWK
FRQ¿GHQFHWKDWWKH\DUHQRWLQEUHDFKRIDQ\VXFKUHJXODWLRQV)RUH[DPSOHWKHVWDQFHWDNHQE\WKH0LQLVWU\RI
(QYLURQPHQWDO3URWHFWLRQLQZLWKUHJDUGWRWKHWUDQVIHURIVRLOFRQWDPLQDWLRQLQIRUPDWLRQDVIDOOLQJXQGHU
the category of state secrets, reinforced the view that any information could constitute a state secret at the sole
GLVFUHWLRQRIRI¿FLDOV

 3XEOLFFRQVXOWDWLRQWRKHOSHQVXUHWKDWODZVDQGUHJXODWLRQVDUHSURSHUO\GHYHORSHGDQGXQGHUVWRRG
before they are applied in a practical sense
Public consultation: $W WKH WLPH RI ZULWLQJ WKH (XURSHDQ &KDPEHU KDG VXEPLWWHG FRPPHQWV RQ  SXEOLF
FRQVXOWDWLRQV RQ GUDIW UHJXODWLRQV IURP GLIIHUHQW &KLQHVH PLQLVWULHV DQG DGPLQLVWUDWLRQV LQ  2I WKHVH 
VWLSXODWHGDGHDGOLQHIRUIHHGEDFNZLWKDQDYHUDJHWLPHRIFDOHQGDUGD\VJLYHQSHUFHQWRIWKHVHJDYHDW
OHDVWFDOHQGDUGD\VDVDFRQVXOWDWLRQSHULRG7KLVLVDVPDOOVDPSOH\HWLWUHSUHVHQWVDQLPSURYHPHQWIURPWKH
SUHYLRXV\HDUZKHQRQO\SHUFHQWRISXEOLFFRQVXOWDWLRQVJDYHDWOHDVWFDOHQGDUGD\VWRUHVSRQG+RZHYHU
WKHUH DUH VWLOO VRPH QHJDWLYH H[DPSOHV WKH 35& 3DWHQW /DZ$PHQGPHQW 'UDIW IRU &RPPHQWV allowed only
FDOHQGDUGD\VIRUSXEOLFFRQVXOWDWLRQDQGWKHFDOOIRUFRPPHQWVRQWKH 5HJXODWLRQ5HJDUGLQJ*RYHUQPHQW
$SSURYDODQG)LOLQJRI,QYHVWPHQW3URMHFWVDOORZHGRQO\FDOHQGDUGD\VRIZKLFKIRXUGD\VIHOORYHUDZHHNHQG
and a holiday period.

 3UHGLFWDELOLW\RIOHJDORXWFRPHVWRJLYHLQYHVWRUVOHJDOFHUWDLQW\
Legal and Competition: (YHQWKRXJK&KLQD¶V$QWL0RQRSRO\/DZ(QIRUFHPHQW$JHQFLHV $0($ ²WKH1'5&
the MOFCOM and the SAIC—are improving, there is still uncertainty among businesses regarding enforcement
SURFHVVHVRI&KLQD¶V$QWLPRQRSRO\/DZ $0/ 7KLVXQFHUWDLQW\GHULYHVIURPWKHODFNRIFODULW\ZLWKUHJDUGV
EXWQRWOLPLWHGWR L WKHULJKWVWRFRQ¿GHQWLDOLW\ LL VWDQGDUGVIDLUQHVVDQGSURSRUWLRQDOLW\RIWKHSURFHHGLQJV
LLL GHDGOLQHVWKDWDSSO\WRQRWL¿HGSDUWLHVDQG LY WKHQXPEHUDQGW\SHRIDGGLWLRQDOLPSOHPHQWLQJUHJXODWLRQV
guidance that can be expected from AMEA bodies.

 7KH)RXUWK3OHQXPRIWKHth1DWLRQDO&RQJUHVVRIWKH&RPPXQLVW3DUW\RI&KLQD&HQWUDO&RPPLWWHHZDVKHOGLQ2FWREHUDQGFRQFOXGHGZLWKDGHFLVLRQOD\LQJ
out new economic and policy initiatives, the &&3&HQWUDO&RPPLWWHH'HFLVLRQ&RQFHUQLQJ6RPH0DMRU4XHVWLRQV LQ&RPSUHKHQVLYHO\0RYLQJ*RYHUQLQJWKH&RXQWU\
$FFRUGLQJWRWKH/DZ)RUZDUG )RXUWK3OHQXP'HFLVLRQ . All quotations from the )RXUWK3OHQXP'HFLVLRQDUHWDNHQIURP&KLQDODZVWUDQVODWHFRPth2FWREHU
YLHZHGth-XO\KWWSFKLQDODZWUDQVODWHFRPIRXUWKSOHQXPGHFLVLRQ"ODQJ HQ!DQGXinhuath2FWREHUYLHZHGth-XO\KWWSQHZV[LQKXDQHWFRP
SROLWLFVFBKWP
 5XOHRI/DZ,QGH[WKH:RUOG-XVWLFH3URMHFWYLHZHGth-XO\KWWSZRUOGMXVWLFHSURMHFWRUJVLWHVGHIDXOW¿OHVUROLBBSGI!
 6HHSDJHRIWKH/HJDODQG&RPSHWLWLRQ3RVLWLRQ3DSHU for more information.
 6HHSDJHRIWKH/HJDODQG&RPSHWLWLRQ3RVLWLRQ3DSHU for more information.
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2.5 Abolishing the Foreign Investment Catalogues and Committing to a Nationwide Rollout of the Negative List

(XURSHDQ EXVLQHVV ZHOFRPHG WKH µQHJDWLYHOLVW¶ DSSURDFK ± LW ZDV DQWLFLSDWHG WKDW RQFH VXFFHVVIXOO\
piloted within the CSPFTZ it would be rolled out to the rest of the country. These hopes were dashed
somewhat when it was announced that three new FTZs were to be established in Guangdong and Fujian
SURYLQFHVDQGWKHFLW\RI7LDQMLQ,I&KLQDLVWRVKLIWWRZDUGVDFRQVXPSWLRQEDVHGHFRQRP\DQDWLRQZLGH
UROORXW RI WKH 1HJDWLYH /LVW should be in range. The gradual approach currently being adopted risks
FRPSURPLVLQJWKLVDLPLQFUHDVLQJWKHQXPEHURI)7=VWRSLORWUHIRUPVLQUHVWULFWHGJHRJUDSKLFDODUHDV
creates ‘reform pockets’ and acts as a bottleneck to the implementation of reforms nationwide.

2.6 Fostering an Innovative Environment
Innovation is one of the most important drivers of economic growth. In order for China to successfully
FUHDWHWKHULJKWFRQGLWLRQVIRULWWRWDNHSODFHLWPXVW¿UVWDQGIRUHPRVWJXDUDQWHHDFRPSHWLWLYHPDUNHW
that is open to all companies, regardless of nationality.,WDOVRQHHGVWR







HQFRXUDJH5 'LQWKHSULYDWHVHFWRU
HQVXUH,35SURWHFWLRQLQFOXGLQJHQVXULQJWKDWWHFKQRORJ\WUDQVIHUVRQO\KDSSHQRQDYROXQWDU\EDVLV
PDNH5 'IXQGLQJDQGJUDQWVDYDLODEOHWRDOOFRPSDQLHVUHJDUGOHVVRIQDWLRQDOLW\
HQVXUHPRELOLW\RIWDOHQW
OHYHUDJHWKH,QWHUQHWIRUIXWXUHHFRQRPLFJURZWKDQG
GLVFRQWLQXHVWDWHOHGDSSURDFKHVWRLQQRYDWLRQ

Encouraging R&D in the private sector
&KLQDDOUHDG\KDVDQH[WUHPHO\LPSUHVVLYH5 'WUDFNUHFRUG,QLWVXUSDVVHG(XURSHLQWHUPVRI
gross domestic expenditure of research and development (GERD) as a share of GDP (commonly referred
to as research intensity), one of the key metrics for gauging innovation. China’s research intensity has
essentially tripled over the last twenty years and is expected to overtake the US on the GERD metric by

The European Chamber has consistently supported the Chinese Government in encouraging European
EXVLQHVVHVWRFRPPLWPRUHRIWKHLU5 'FDSDELOLWLHVWR&KLQDWRVHWXSUHJLRQDOKHDGTXDUWHUVKHUHDQG
WRLQFUHDVHWKHLUDOUHDG\UREXVWLQYHVWPHQWV&XUUHQWO\SHUFHQWRI(XURSHDQFRPSDQLHVKDYHDQ5 '
FHQWUHLQ&KLQDDQGSHUFHQWRIWKHVHFRPSDQLHVDUHOLNHO\WRLQFUHDVH5 'H[SHQGLWXUHRURSHUDWLRQV
LQ&KLQDLQWKHQHDUIXWXUHGHPRQVWUDWLQJWKHLPSRUWDQFHRI&KLQDWRWKHORQJWHUPVWUDWHJLHVRI(XURSHDQ

 (XURSHDQ&KDPEHU3UHVV5HOHDVHRQWKHSXEOLFDWLRQRIWKHUHYLVHG)RUHLJQ,QYHVWPHQW&DWDORJXH(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQDth1RYHPEHU
YLHZHG th -XO\  KWWSZZZHXURSHDQFKDPEHUFRPFQHQSUHVVUHOHDVHVHXURSHDQBFKDPEHUBSUHVVBUHOHDVHBRQBWKHBSXEOLFDWLRQBRIBWKHBUHYLVHGBIRUHLJQB
LQYHVWPHQWBFDWDORJXH!
 &KLQD%XLOGLQJD0RGHUQ+DUPRQLRXVDQG&UHDWLYH6RFLHW\:RUOG%DQNDQGWKH'HYHORSPHQW5HVHDUFK&HQWHURIWKH6WDWH&RXQFLO35&KLQD:DVKLQJWRQ
'&:RUOG%DQNS
 European Business in China – Beijing Position Paper 2015/2016(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQD$SULOSSKWWSZZZHXURSHDQFKDPEHU
FRPFQHQSXEOLFDWLRQVDUFKLYH%HLMLQJB3RVLWLRQB3DSHUBB!
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The continued adherence to the )RUHLJQ,QYHVWPHQW&DWDORJXH falls short of the Chinese Government’s
VWDWHGDPELWLRQWRJLYHIXOOSOD\WRWKHPDUNHW7KHLQWURGXFWLRQRIWKHµQHJDWLYHOLVW¶FRQFHSW¿UVWXQYHLOHG
LQWKH&KLQD 6KDQJKDL 3LORW)UHH7UDGH=RQH &63)7= ZDVVHHQDVDPDMRUVWHSWRZDUGVWKHRSHQLQJ
XSRIWKH&KLQHVHPDUNHWDQGWKHFUHDWLRQRIDOHYHOSOD\LQJ¿HOGIRUGRPHVWLFDQGIRUHLJQEXVLQHVV
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companies that are already here.
However, there is much greater untapped potential – more than two thirds of European companies that
FRXOGHVWDEOLVK5 'RSHUDWLRQVLQ&KLQDDUHFXUUHQWO\QRWH[HUFLVLQJWKLVRSWLRQ
IPR protection
There is a general consensus among European Chamber member companies that China has done a
JRRGMREZLWKWKHLUZULWWHQ,35ODZVZLWKSHUFHQWMXGJLQJWKHPWREH³DGHTXDWH´DQGHLJKWSHUFHQW
regarding them as “excellent”. However, a majority of European businesses is still concerned about the
enforcementRI&KLQD¶V,35ODZVZLWKSHUFHQWFRQVLGHULQJUHJXODWRU\HQIRUFHPHQWWREH³LQDGHTXDWH´
Intellectual Property Rights: The experience of heavy users of the administrative channel for copyright
enforcement, including the music, software and film industries, is that greater commitment is given to the
HQIRUFHPHQWRILOOHJDOXQOLFHQVHGPHGLDDQGFXOWXUDODFWLYLWLHV PDWWHUVUHJXODWHGE\6WDWH$GPLQLVWUDWLRQRI3UHVV
Publication, Radio, Film and Television and the Ministry of Culture) at the expense of ‘pure’ copyright enforcement
issues. This is manifested in a number of ways, including a frequent lack of either a formal acceptance or
UHMHFWLRQRIFRPSODLQWVPHDQLQJWKDWFRPSODLQWVDUHVLPSO\µORVWLQWKHV\VWHP¶DVZHOODVIDLOXUHWRHQIRUFHDQG
RUDQRYHUUHOLDQFHXSRQPHGLDWHGVROXWLRQVWRDYRLGDIRUPDOGHFLVLRQRUDVVRFLDWHGSXQLVKPHQWDQG¿QH

7KH(XURSHDQ&KDPEHUZDVVWURQJO\HQFRXUDJHGE\WKH13&¶VGHFLVLRQSURPXOJDWHGRQst August,
WRHVWDEOLVKVSHFLDOLVHG,35FRXUWVLQ%HLMLQJ6KDQJKDLDQG*XDQJ]KRXDVLWGHPRQVWUDWHV&KLQD¶V
FRPPLWPHQWWRLPSURYLQJ,35HQIRUFHPHQW7KH(XURSHDQ&KDPEHUZRXOGHQFRXUDJHDQDWLRQZLGHUROO
RXWRIVXFKLQLWLDWLYHVLISURYHQWREHVXFFHVVIXOWRLQVSLUHJUHDWHUOHYHOVRIFRQ¿GHQFHLQ&KLQD¶VJHQHUDO
IPR landscape.
Funding and grant schemes
There is a variety of funding and grant schemes available in China to help innovative companies. These
FDQEURDGO\EHGLYLGHGLQWRµVWUDWHJLFVXSSRUW¶VXFKDVORQJWHUPVWUXFWXUDOLQFHQWLYHVOLNHWKHKLJKDQG
QHZWHFKQRORJ\HQWHUSULVH +17( VWDWXVRUWKHVXSHUGHGXFWLRQVFKHPHDQGµWDFWLFDOVXSSRUW¶VXFKDV
IRFXVHGJUDQWVIRUSURMHFWVZLWKDGH¿QLWHVFRSHDQGWDUJHW Such schemes are important for carrying
out basic research and can be beneficial overall for the economy. However, such schemes should be
accessible to all companies registered in China regardless of nationality, like they are in Europe, and
should not require a transfer of technology in return.
R&D:)RUHLJQFRPSDQLHVRSHUDWLQJ5 'FHQWUHVLQ&KLQDDUHIDFLQJLQFUHDVHGGLI¿FXOWLHVWRDSSO\IRUDQGREWDLQ
SXEOLF IXQGLQJ DQG JUDQWV IRU 5 ' FRPSDUHG ZLWK &KLQHVH GRPHVWLF FRPSDQLHV7KH\ DUH UHVWULFWHG WR RQO\
applying in certain strategic sectors, where the selection process is often not transparent and there is scope for
awards to be made in favour of domestic champions at the discretion of local authorities.

Mobility of talent
)RUHLJQ FRPSDQLHV DUH IDFHG ZLWK HYHUVWULFWHU LPPLJUDWLRQ SROLFLHV DV ZHOO DV WKH LQFRQVLVWHQW
implementation thereof in different regions of China. This has a strong negative impact on talent attraction,
 (XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQD-XQHSSKWWSZZZHXURSHDQFKDPEHU
FRPFQHQSXEOLFDWLRQVEXVLQHVVFRQ¿GHQFHVXUYH\!
 Ibid
 Ibid
 (XURSHDQ%XVLQHVVLQ&KLQD±%XVLQHVV&RQ¿GHQFH6XUYH\-XQH(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQDKWWSZZZHXURSHDQFKDPEHUFRPFQHQ
SXEOLFDWLRQVEXVLQHVVFRQ¿GHQFHVXUYH\!
 6HHSDJHRIWKHIntellectual Property Rights Position Paper 2015/2016 for more information.
 6HHSDJHRIWKHResearch and Development Position Paper 2015/2016 for more information.
 Ibid
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retention and development as foreign companies find it increasingly challenging for them to hire or
WUDQVIHUIRUHLJQWDOHQWIRUWKHLU&KLQDEDVHG5 'RSHUDWLRQV

a) Young talent
Regulations on the number of required years of work experience deters fresh graduates from moving
to China and prevents young European talent already residing here from gaining experience through
internships. The European Chamber is pleased to hear that this has recently been liberalised in
ShanghaiDQGKRSHVWKDWDQDWLRQZLGHUROORXWIROORZVVRRQ
Since the 5HJXODWLRQV RQ WKH (QWU\ DQG ([LW$GPLQLVWUDWLRQ RI )RUHLJQHUV  EHFDPH HIIHFWLYH RQ st
6HSWHPEHU  IRUHLJQ FRPSDQLHV KDYH H[SHULHQFHG LQFUHDVLQJ GLIILFXOWLHV REWDLQLQJ ZRUNYLVDV
for foreign interns.7KH(XURSHDQ&KDPEHUWKLQNVWKDWDEXVLQHVVIULHQGO\RYHUKDXORIWKLVV\VWHPLV
needed. Given the continued importance of China in European companies’ global strategies, European
Chamber member companies hope to provide greater exposure for young European talent to the
&KLQHVHPDUNHWYLDORFDOO\EDVHGLQWHUQVKLSV
b) Senior professionals
Experienced employees seeking employment in China are often denied a work visa if they have
VXUSDVVHG WKH &KLQHVH UHWLUHPHQW DJH RI  IRU ZRPHQ DQG  IRU PHQ These employees bring
valuable experience and could still be employed by companies or work as consultants or entrepreneurs,
thereby contributing to China’s economic development.
The European Chamber believes that by having such stringent visa restrictions in place, China is
GHSULYLQJLWVHOIRIDQLPSRUWDQWVWLPXOXVWKDWFDQEROVWHULWVDPELWLRQWRWUDQVLWLRQWRDQLQQRYDWLRQGULYHQ
economy.
Leveraging the Internet for future growth
&KLQDKDVWKHODUJHVWQXPEHURI,QWHUQHWXVHUVLQWKHZRUOGZLWKRYHUPLOOLRQSHRSOHDWWKHHQGRI
DSHQHWUDWLRQUDWHRIDSSUR[LPDWHO\SHUFHQW66 It has been projected that over the next decade
,QWHUQHWDSSOLFDWLRQVFRXOGEHUHVSRQVLEOHIRUDQ\ZKHUHEHWZHHQVHYHQDQGSHUFHQWRIWKH&KLQHVH
economy’s incremental GDP growth – albeit this depends on the rate of adoption of these technologies.
However, the European Chamber believes that the size of the Internet’s contribution to China’s economy
 Ibid
 Ibid
 )RUHLJQ VWXGHQW JHWV ILUVW QHZ ZRUN SHUPLW LQ 6KDQJKDL &KLQD 'DLO\  th -XO\  YLHZHG  th -XO\  KWWSZZZFKLQDGDLO\FRPFQFKLQD
FRQWHQWBKWP!
 ([LWDQG(QWU\$GPLQLVWUDWLRQ/DZRIWKH3HRSOH¶V5HSXEOLFRI&KLQD1DWLRQDO3HRSOH¶V&RQJUHVVth-XQHYLHZHGrd-XO\KWWSHQJOLVKJRYFQDUFKLYH
ODZVBUHJXODWLRQVFRQWHQWBKWP!
 6HHSDJHRIWKH+XPDQ5HVRXUFHV3RVLWLRQ3DSHU for more information.
 Ibid
 Ibid
66 &11,&5HOHDVHGWKHth Statistical Report on Internet Development in China&KLQD,QWHUQHW1HWZRUN,QIRUPDWLRQ&HQWUHrd)HEUXDU\YLHZHGth-XO\
KWWSZZZFQQLFFQ$80HGLD&UG[ZQWBKWP!
 China’s digital transformation0F.LQVH\-XO\YLHZHGth-XO\KWWSZZZPFNLQVH\FRPLQVLJKWVKLJKBWHFKBWHOHFRPVBLQWHUQHWFKLQDVBGLJLWDOBWUDQVIRUPDWLRQ!
 Ibid
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$VVXFKPXOWLQDWLRQDOFRUSRUDWLRQVDUHXQDEOHWREULQJDVXI¿FLHQWQXPEHURIIRUHLJQVFLHQWLVWVHQJLQHHUV
and other skilled talent into the country, and China is consequently failing to reap the benefits of the
creativity, knowledge transfer and best practices sharing that a cosmopolitan work environment brings
with it.6SHFL¿FDOO\WZRFDVHVVWDQGRXWKHUH\RXQJWDOHQWZLWKOHVVWKDQWZR\HDUVRIZRUNH[SHULHQFH
and experienced professionals at a late stage of their career.
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is actually contingent upon meaningful reforms being undertaken to increase China’s Internet speeds—
which currently has a comparatively low international ranking—and by changing the way the government
‘manages’ the Internet.
The European Chamber greatly appreciated the firm pledge by the State Council to increase China’s
,QWHUQHW VSHHGV DQG WR ORZHU SULFHV RI ,QWHUQHW VHUYLFHV DQG YLHZV 3UHPLHU /L¶V DVVXUDQFH WKDW WKH
GHYHORSPHQWRI&KLQD¶VQDWLRQDOEURDGEDQGQHWZRUNZLOOEHDFFHOHUDWHGDVDQDI¿UPDWLRQWKDW&KLQDLV
SXUVXLQJLQQRYDWLRQGULYHQJURZWK<HWLPSURYHPHQWVWR&KLQD¶V,QWHUQHWDSSDUDWXVPXVWQRWVWRSKHUH
Equally important is guaranteeing unrestricted access to legitimate online content that businesses need to
FRQGXFWWKHLUGD\WRGD\RSHUDWLRQV
a) Impact on business
China’s Internet restrictions have a large, detrimental impact on the conduct of business operations
within the country. In effect, these restrictions constitute a corporate ‘Internet tax’ that all companies,
both domestic and foreign, have to pay.7KH(XURSHDQ&KDPEHU¶VPHPEHUSROORQKRZ,QWHUQHW
UHVWULFWLRQVDIIHFWEXVLQHVVRSHUDWLRQVLQ&KLQDUHYHDOHGWKDW
 SHUFHQWRIUHVSRQGHQWVH[SHULHQFHGDQHJDWLYHHIIHFWRQ WKHLUEXVLQHVVDVDUHVXOWRIFHUWDLQ
ZHEVLWHVDQGRQOLQHWRROVEHLQJEORFNHG±DSHUFHQWLQFUHDVHFRPSDUHGWR-XQH
 6RPHSHUFHQWRIUHVSRQGHQWVUHFRUGHGDZRUVHQLQJEXVLQHVVLPSDFWDVDUHVXOWRIWKHUHFHQW
IXUWKHUWLJKWHQLQJRI,QWHUQHWFRQWUROVWKDWWRRNSODFHLQHDUO\
b) Impact on research
Slow, unreliable and restricted Internet access strongly deters foreign companies from undertaking
5 'LQYHVWPHQWLQ&KLQD7KH(XURSHDQ&KDPEHU¶VPHPEHUSROOUHYHDOHGWKDW
  SHU FHQW RI UHVSRQGHQWV KDYH UHFHQWO\ GHIHUUHG 5 ' LQYHVWPHQW RU KDYH EHFRPH XQZLOOLQJ WR
HVWDEOLVK5 'RSHUDWLRQVLQ&KLQDVLQFH,QWHUQHWUHVWULFWLRQVZHUHWLJKWHQHGLQHDUO\
It is critical that the Chinese Government reconsiders its approach towards managing the Internet if
WKH\ZDQWWRDFKLHYHWKHLUQHZGHYHORSPHQWDOSODQV±0DGHLQ&KLQDDQG,QWHUQHW3OXV
Discontinuing state-led approaches to innovation
In addition to things which China should consider doing, there are equally some policies that should be
UHVFLQGHGDVWKH\QHJDWLYHO\LPSDFWDWWHPSWVWRIRVWHULQQRYDWLRQ
a) Top-down catalogues
Trying to centrally control a process that is supposed to identify future growth areas, and thereby guide
WHFKQRORJLFDOGHYHORSPHQWLVFRQWUDU\WRWKHYHU\GH¿QLWLRQRIµLQQRYDWLRQ¶,QQRYDWLRQFRPHVQDWXUDOO\
based on a supportive environment, not by a limited list that can become quickly outdated or cut
innovative companies out of the picture.

 ,QWHUQHW5HVWULFWLRQV,QFUHDVLQJO\+DUPIXOWR%XVLQHVVVD\(XURSHDQ&RPSDQLHVLQ&KLQD(XURSHDQ8QLRQ&KDPEHURI&RPPHUFHLQ&KLQDth)HEUXDU\YLHZHGth July,
KWWSZZZHXURSHDQFKDPEHUFRPFQHQSUHVVUHOHDVHVLQWHUQHWBUHVWULFWLRQVBLQFUHDVLQJO\BKDUPIXOBWRBEXVLQHVVBVD\BHXURSHDQBFRPSDQLHVBLQBFKLQD!
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3. China and the World
China’s interactions with the rest of the world are dominating news headlines like never before. What
China does today arguably matters more than at any time in history and has a bigger impact.
For European business in China, it is essential for the world to more clearly understand China for what
it really is, and what it is becoming/LNHZLVHLWLVLPSRUWDQWIRU&KLQDWRXQGHUVWDQGKRZLWVDFWLRQVDUH
being perceived by businesses and societies both inside and outside its borders. In terms of business
commentary, national security issues, the development of Chinese institutions and investment initiatives,
and discussions on bilateral and multilateral trade and investment deals are all topics that have taken on
international prominence.

3.1 National Security Concerns
Over the course of recent months, several Chinese government agencies have issued a raft of legislation
making reference to national security. While the European Chamber recognises that China, like EU
Member States and other countries, has a legitimate right to ensure its national security, it is concerned
WKDWPXFKRIWKLVOHJLVODWLRQJRHVEH\RQGHVVHQWLDOQDWLRQDOVHFXULW\FRQFHUQV
a) National Security Law
7KH1DWLRQDO6HFXULW\/DZZDVSURPXOJDWHGE\WKH13&RQst-XO\ after a public consultation
process in which the European Chamber had participated.
b) National security review in China’s FTZs
,Q$SULOWKH6WDWH&RXQFLOUROOHGRXWQHZVHFXULW\UHJXODWLRQVIRULQYHVWPHQWLQ&KLQD¶V)7=VWKH
7ULDO 0HDVXUHV IRU WKH 1DWLRQDO 6HFXULW\ 5HYLHZ RI )RUHLJQ ,QYHVWPHQWV LQ &KLQD¶V 3LORW )UHH 7UDGH
=RQHV 7ULDO0HDVXUHV .
c) Draft Cyber Security Law
7KH 1DWLRQDO 3HRSOH¶V &RQJUHVV UHOHDVHG D GUDIW IRU SXEOLF FRPPHQWV RI WKH &\EHU 6HFXULW\ /DZ
on 6th -XO\  ZLWK D SXEOLF FRQVXOWDWLRQ SHULRG XQWLO th$XJXVW 7KH (XURSHDQ &KDPEHU
commented on this draft.
d) Draft Counter-terrorism Law
7KH GUDIW &RXQWHUWHUURULVP /DZ KDG LW ILUVW UHDGLQJ RQ th 2FWREHU  IROORZHG E\ D SXEOLF
FRQVXOWDWLRQSKDVHIURPrd1RYHPEHUWRrd'HFHPEHU It went through a second reading on
th)HEUXDU\
 1DWLRQDO6HFXULW\/DZ1DWLRQDO3HRSOH¶V&RQJUHVVst-XO\YLHZHGth-XO\KWWSZZZQSFJRYFQQSF[LQZHQFRQWHQWBKWP!
 7ULDO0HDVXUHVIRUWKH1DWLRQDO6HFXULW\5HYLHZRI)RUHLJQ,QYHVWPHQWVLQ&KLQD¶V3LORW)UHH7UDGH=RQHV 7ULDO0HDVXUHV   6WDWH&RXQFLOth$SULOYLHZHGth
-XO\KWWSZZZJRYFQ]KHQJFHFRQWHQWFRQWHQWBKWP!
 &\EHU6HFXULW\/DZ 'UDIW 1DWLRQDO3HRSOH¶V&RQJUHVVth-XO\YLHZHGth-XO\KWWSZZZQSFJRYFQQSF[LQZHQOIJ]ÀFDFRQWHQWBKWP!
 European Chamber CommentsRQ&\EHU6HFXULW\/DZRIWKH3HRSOH¶V5HSXEOLFRI&KLQD 'UDIW !th$XJXVWYLHZHGth$XJXVWKWWSZZZHXURSHDQFKDPEHUFRPFQ
HQOREE\DFWLRQVB!
 &RXQWHUWHUURULVP/DZ 'UDIW 1DWLRQDO3HRSOH¶V&RQJUHVVrd1RYHPEHUYLHZHGth-XO\KWWSZZZQSFJRYFQQSF[LQZHQOIJ]ÀFDFRQWHQWBKWP!
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b) Quantitative innovation targets
The practice of setting quantitative innovation targets, under which industry is offered financial
incentives to meet them, also risks undermining China’s broader innovation goals. Without a proper
method for evaluating the quality of the resulting innovations, huge amounts of resources are wasted
RQ¿OLQJODUJHTXDQWLWLHVRIORZTXDOLW\µLQYHQWLRQV¶

Executive Position Paper

7KHGH¿QLWLRQVLQFOXGHGLQWKH7ULDO0HDVXUHV—which were promulgated without public consultation—as
ZHOODVWKRVHLQWKH1DWLRQDO6HFXULW\/DZDQGWKHGUDIW&\EHU6HFXULW\/DZDUHH[WHQVLYHLQERWKZRUGLQJ
and scope. This vagueness creates a great deal of uncertainty for business, as it implicitly leaves the
Chinese Government with the option of undermining foreign market access based on unclear and broad
national security considerations. How these laws will be implemented remains to be seen.
The European Chamber is concerned that the broad definitions in all the aforementioned laws are
misaligned with China’s commitment to pursuing predictable and open investment conditions and might
challenge international agreements such as the CAI which is currently under negotiation with the EU.
7KH GHYHORSPHQW RI QDWLRQDO VHFXULW\UHODWHG OHJLVODWLRQ LV KRZHYHU QRW D QHZ WUHQG ,Q WKH SDVW
legitimate market access has often been constrained through the abuse of WTO national security
provisions allowing China to impose regulations that explicitly bar foreign companies’ products from
government tenders.
Information Security: &KLQD¶V 0XOWLOHYHO 3URWHFWLRQ 6FKHPH 0/36  SUHYHQWV FHUWDLQ EXVLQHVVHV DQG
administrations from using IT products containing foreign intellectual property by declaring them to be essential
to national security interests, which is a reason within the WTO for opting out of national treatment provisions
IRUIRUHLJQFRPSDQLHV+RZHYHUWKHVFRSHRIWKH0/36H[WHQGVYDVWO\EH\RQGSURYLVLRQVUHTXLUHGWRSURWHFW
essential national security interests and, as such, acts as a trade barrier to restrict the market access of foreign
information security technology.

OECD Guidelines
,WLVSDUWLFXODUO\LQVWUXFWLYHWRFRPSDUHWKH1DWLRQDO6HFXULW\/DZDQGWKH7ULDO0HDVXUHV with the OECD’s
*XLGHOLQHVIRU5HFLSLHQW&RXQWU\,QYHVWPHQW3ROLFLHV5HODWLQJWR1DWLRQDO6HFXULW\ 2(&'*XLGHOLQHV ,
which is essentially a best practices guide as to how national security laws should be formed so as to not
wield a negative effect on foreign investment.
“>7KH2(&'@UHFRPPHQGVWKDWLIJRYHUQPHQWVFRQVLGHURULQWURGXFHLQYHVWPHQWSROLFLHV LQFOXGLQJPHDVXUHV 
GHVLJQHG WR VDIHJXDUG QDWLRQDO VHFXULW\ WKH\ VKRXOG EH JXLGHG E\ WKH SULQFLSOHV RI QRQGLVFULPLQDWLRQ
transparency of policies and predictability of outcomes, proportionality of measures and accountability of
implementing authorities, as set forth in the guidelines attached hereto as an Annex to this Recommendation, of
which it forms an integral part.”
2(&'*XLGHOLQHVIRU5HFLSLHQW&RXQWU\,QYHVWPHQW3ROLFLHV5HODWLQJWR1DWLRQDO6HFXULW\

The 2(&'*XLGHOLQHV are designed to offer support when designing and implementing national security
policies in such a way that they achieve their national security goals with minimum impact on investment
IORZV 7KH\ VWDWH WKDW D QDWLRQDO VHFXULW\ UHYLHZ SURFHVV VKRXOG SURYLGH SUHFLVH QDUURZO\WDLORUHG
GH¿QLWLRQVIRUWKHNH\FRQVLGHUDWLRQVJRYHUQLQJWKHUHYLHZSURFHVV7KH2(&'*XLGHOLQHV are very much
LQWULQVLFWRLQWHUQDWLRQDOO\DFFHSWHGGH¿QLWLRQVRIZKDWFRQVWLWXWHVUXOHRIODZ
The European Chamber is concerned that the definition of what constitutes ‘national security’ in the
aforementioned laws is too expansive in wording and scope. Of particular concern is the introduction of
the concept of ‘economic security’, which could be used to protect local industry to the detriment of foreign
investment through industrial policies.
 6HHSDJHRIWKHInformation Security Position Paper 2015/2016 for more information.
 2(&'*XLGHOLQHVIRU5HFLSLHQW&RXQWU\,QYHVWPHQW3ROLFLHV5HODWLQJWR1DWLRQDO6HFXULW\2(&'th0D\YLHZHGth-XO\KWWSZZZRHFGRUJLQYHVWPHQW
LQYHVWPHQWSROLF\SGI!
 What is the rule of law?8QLWHG1DWLRQV5XOHRI/DZYLHZHGth-XO\KWWSZZZXQURORUJDUWLFOHDVS["DUWLFOHBLG !
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As such, the European Chamber suggests greater alignment of these laws and their implementation with
the 2(&'*XLGHOLQHV.

China is swiftly and resolutely moving ahead with its own set of international institutions and development
agendas, which could profoundly shape the future of the global trading system. Over the course of the
last two years, China has established its own mode of globalisation with the innovative introduction of the
One Belt, One Road (OBOR) initiative and has founded an international development bank, the Asian
Infrastructure Investment Bank (AIIB). This strategy is very much in line with China’s stated intention to
HPEUDFHHFRQRPLFJOREDOLVDWLRQWUHQGVDQGFRXOGJUHDWO\EHQH¿WWKH(XUDVLDQUHJLRQ
The European Chamber welcomes China’s increased leadership in this respect and believes that both
LQLWLDWLYHVKDYHWKHSRWHQWLDOWRUHGH¿QH&KLQD¶VSRVLWLRQLQÀXHQFHDQGFRQWULEXWLRQWRWKHZRUOGLQWKHst
century.
One Belt, One Road
7KH2%25LVFRPSULVHGRIWKH6LON5RDG(FRQRPLF%HOWDQGWKHst Century Maritime Silk Road. The
former will connect the two largest trading blocs in Eurasia, the EU and China, and the latter could serve
to greatly increase seaborne trade for the countries located around the Indian Ocean. The OBOR can
DOVRKHOS&KLQDWRKDUQHVVJDLQVE\H[SDQGLQJRYHUODQGWUDGHZLWKWKH(8
Asian Infrastructure Investment Bank
7KH$,,%FDQKHOSWRDOOHYLDWHJOREDOLQYHVWPHQWQHHGVVRPHWKLQJWKDWWKH*FRXQWULHVKDYHDJUHHGLV
an issue that needs to be tackled. While participation of EU countries in the AIIB can serve to strengthen
this cause, the AIIB and its forthcoming investment projects can also offer an excellent opportunity
for EU companies to participate and market their products and services. While the European Chamber
supports its creation, it is important to ensure that the AIIB follows the best practices and standards in
terms of corporate governance and transparency, as well as in terms of procurement and lending policies.

3.3 Taking a Leading Role in Global Affairs
The European Chamber believes that it is important that the development of China’s international
LQVWLWXWLRQV FRPSOHPHQWV WKH H[LVWLQJ ZHOOHVWDEOLVKHG ZRUOG WUDGLQJ V\VWHP &KLQD KDV EHQHILWWHG
LPPHQVHO\IURPLWVHQWU\LQWRWKH:72VRPH\HDUVDJRDQGQRZKDVWKHRSSRUWXQLW\WRVKDSHDQG
ensure the success of future development rounds.
One way for China to take a greater leadership role in the WTO would be to lobby for progress with the
Doha Development Agenda; another way would be to make a more compelling, revised offer to join the
*RYHUQPHQW3URFXUHPHQW$JUHHPHQW :72*3$ 
China has made great efforts to strengthen its public procurement framework over the past few years – in
LWV¿IWKRIIHUWRMRLQWKH:72*3$VXEPPLWWHGLQ'HFHPEHU¿YHSURYLQFHVZHUHDGGHGDQG&KLQD
 9LVLRQDQG$FWLRQVRQ-RLQWO\%XLOGLQJ6LON5RDG(FRQRPLF%HOWDQGVW&HQWXU\0DULWLPH6LON5RDG, National Development and Reform Commission, Ministry of Foreign
$IIDLUV0LQLVWU\RI&RPPHUFHth0DUFKYLHZHGth-XO\KWWSHQQGUFJRYFQQHZVUHOHDVHWBKWPO!
 $WWKHWLPHRIZULWLQJWKHIROORZLQJ(80HPEHU6WDWHVKDGVLJQHGXSIRUPHPEHUVKLSRIWKH$,,%$XVWULD'HQPDUN)LQODQG)UDQFH*HUPDQ\,FHODQG,WDO\/X[HPERXUJ
Malta, Netherlands, Poland, Portugal, Spain, Sweden and the United Kingdom.
 $JUHHPHQWRQ*RYHUQPHQW3URFXUHPHQW:RUOG7UDGH2UJDQLVDWLRQ XSGDWHGLQIRUPDWLRQ YLHZHGth-XO\KWWSVZZZZWRRUJHQJOLVKWUDWRSBHJSURFBHJSB
JSDBHKWP!
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ORZHUHGWKHWKUHVKROGRISURMHFWVWREHFRYHUHGE\WKH:72*3$E\DERXWSHUFHQW<HWDVLJQL¿FDQW
GLIIHUHQFHVWLOOUHPDLQVEHWZHHQ&KLQD¶VGRPHVWLFSURFXUHPHQWUHJXODWLRQVDQGWKHSURYLVLRQVRIWKH:72
GPA. It is disappointing that the offer does not include coverage of SOEs, and that a geographically
large part of China—including all of Western China—is not included in the offer.
In addition, China ought to afford greater priority to pursuing other plurilateral agreements within the WTO,
such as the WTO Environmental Goods Agreement, the proposed expansion of the WTO Information
Technology Agreement  and the WTO Trade in Services Agreement. Greater participation in the
International Working Group on Export Credits would also be welcome, to arrive at a more comprehensive
approach related to the regulation of export credits across all sectors.
Increased participation in the development of the WTO rounds and agreements would send a positive
signal to China’s partners, in particular the EU, and may influence their willingness to enter into
negotiations for possible free trade agreements (FTAs).
Global free trade agreements
The world is taking large steps forward with the creation of trade and investment agreements, be it
bilateral or multilateral, outside of the WTO. All countries risk being left out if they do not actively engage.
If China fails to promote global trade liberalisation it too could potentially risk isolating itself from its global
partners.
3DUWLFXODUO\ VLJQLILFDQW DUH WKH7UDQVDWODQWLF7UDGH DQG ,QYHVWPHQW 3DUWQHUVKLS 77,3  DQG WKH7UDQV
Pacific Partnership Agreement (TPP). When ratified, these agreements will encompass nations
accounting for vast swathes of global trade. While China will certainly benefit substantially from these
DJUHHPHQWVGXHWRWKHLQWHJUDWLRQRIPDQ\&KLQHVH¿UPVLQWRJOREDOVXSSO\FKDLQVLWDOVRULVNVORVLQJRXW
in global trade, as these agreements—to which China is not a party—will serve to ease trading conditions
among their respective signatories.

4. Expectations of the EU
6LQFHWKHHQWU\LQWRIRUFHRIWKH/LVERQ7UHDW\LQODWHWKH(8KDVKHOGH[FOXVLYHFRPSHWHQFHWR
QHJRWLDWHRQIRUHLJQWUDGHDQGLQYHVWPHQWPDWWHUVRQEHKDOIRILWV0HPEHU6WDWHV Although there are
presently many concurrent issues vying for the EU’s attention, the European Chamber believes the EU’s
economic and trade relations with China should be prioritised. China, despite its challenging business
environment, still offers significant potential to European companies. It is also a source of growth for
Europe and a strategic partner for companies that do business globally, thus ensuring jobs in Europe as
ZHOODQGLVDSODFHZKHUH(XURSHDQVPDOODQGPHGLXPVL]HGHQWHUSULVHV 60(V KDYHEHHQDQGFDQ
continue to be successful.
In order to engage with China effectively, the EU needs a comprehensive strategy that is based on a deep
understanding of China’s business environment and investment climate. The European Parliament should

 6HHSDJHRIWKHPublic Procurement Position Paper 2015/2016 for more information.
 Ibid
 Ibid
 'HDOUHDFKHGRQFXWVWRJOREDO,7WDULIIV)LQDQFLDO7LPHVth-XO\YLHZHGst-XO\KWWSZZZIWFRPLQWOFPVVIGFHHEDFHDG
KWPOD[]]J2L;RH4!
 7UHDW\RI/LVERQDPHQGLQJWKH7UHDW\RQ(XURSHDQ8QLRQDQGWKH7UHDW\HVWDEOLVKLQJWKH(XURSHDQ&RPPXQLW\(XURSHDQ&RPPLVVLRQth'HFHPEHUYLHZHGth
-XO\KWWSHXUOH[HXURSDHXOHJDOFRQWHQW(17;7"XUL &(/(;/7;7!
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regularly analyse China’s trade policies and actions—as is common practice in the US —in order to
make the informed decisions needed to instigate meaningful dialogue with Beijing.

No ongoing policy initiatives between the EU and China should be interpreted outside the context of
bilateral economic negotiations. On the contrary, these exchanges need to afford our bilateral trade
relationship—the second biggest in the world—the importance it deserves, and feed into it in a positive
way.
The EU’s and China’s interests in maintaining the openness of the international trading system are aligned
precisely because of their successful trade relationship. The European Chamber greatly appreciated that
WKH(8DQG&KLQDUHDI¿UPHGWKHLUVKDUHGFRPPLWPHQWWRHQVXUHDQ³RSHQJOREDOHFRQRP\´DQGD³IDLU
WUDQVSDUHQW DQG UXOHVEDVHG WUDGH DQG LQYHVWPHQW HQYLURQPHQW´ DW WKH th (8&KLQD 6XPPLW KHOG LQ
%UXVVHOVRQth-XQH
The sheer complexity of China’s reform endeavour means that the implementation of reforms that would
PHDQLQJIXOO\EHQH¿WERWKIRUHLJQHQWHUSULVHVDQG&KLQDLVIDUIURPDIRUHJRQHFRQFOXVLRQWKRXJKDQG
the EU leadership would be unwise to take it for granted that this will eventually happen – the continued
existence of vested interest groups in various parts of the Chinese economy is still an obstacle in this
respect.
It is necessary for the European Commission to frequently engage in structured dialogue and negotiations
ZLWKLWV&KLQHVHFRXQWHUSDUWV7KHNLQGRIKLJKOHYHOHQJDJHPHQWXQGHUWDNHQE\WKHQHZ&RPPLVVLRQLV
exactly what is required, and is a fundamental aide to helping European business achieve its aims. The
(XURSHDQ&KDPEHUDSSODXGVWKH(8&KLQD+LJK/HYHO(FRQRPLF'LDORJXHDQGWKHSRVLWLYHRXWFRPHV
that have resulted from it.
The European Chamber believes that the ongoing CAI negotiations provide by far the best platform for resetting
(8&KLQDELODWHUDOHFRQRPLFUHODWLRQVDQGOHYHOOLQJWKHSOD\LQJ¿HOGIRU(XURSHDQDQG&KLQHVHEXVLQHVV
The EU-China Comprehensive Agreement on Investment
7KH(8DQG&KLQDHQWHUHGLQWRELODWHUDOQHJRWLDWLRQVIRUD&$,LQ-DQXDU\DQG(XURSHDQEXVLQHVV
is pleased to see that the negotiations are advancing. Hopes are high for a successful conclusion to the
negotiations – a treaty that could promise China a new growth surge reminiscent of its WTO accession.
The European Chamber appreciated the renewed commitment the EU and China made during the
VXPPLWLQ-XQHGXULQJZKLFKWKH&$,ZDVUHIHUUHGWRDV³RQHRIWKHPRVWLPSRUWDQWLVVXHVLQ(8
China bilateral economic and trade relations.” 
European business hopes that China will follow through with its commitment to conclude these
 The United States Trade Representative (USTR) annually presents the 5HSRUWWR&RQJUHVVRQ&KLQD¶V:72&RPSOLDQFH to the United State Congress. The latest report
IRUFDQEHIRXQGKHUH5HSRUWWR&RQJUHVVRQ&KLQD¶V:72&RPSOLDQFH8675YLHZHGth-XO\KWWSVXVWUJRYVLWHVGHIDXOW¿OHV5HSRUWWR
&RQJUHVV)LQDOSGI!
 )DFWVDQG)LJXUHVRQ(8&KLQD7UDGH(XURSHDQ&RPPLVVLRQ0DUFKYLHZHGth-XQHKWWSWUDGHHFHXURSDHXGRFOLEGRFVVHSWHPEHUWUDGRFBSGI!
 17th(8&KLQD6XPPLW-RLQW6WDWHPHQW(XURSHDQ&RPPLVVLRQth-XQHYLHZHGth-XO\KWWSHXURSDHXUDSLGSUHVVUHOHDVHB,3BHQKWP!
 (8&KLQD6XPPLW-RLQW6WDWHPHQW7KHZD\IRUZDUGDIWHUIRUW\\HDUVRI(8&KLQDFRRSHUDWLRQ&RXQFLORIWKH(XURSHDQ8QLRQth-XQHYLHZHGst-XO\
ZZZFRQVLOLXPHXURSDHXHQHXFKLQDMRLQWVWDWHPHQW!

Executive Position Paper

37

Executive Position Paper

At the same time, it is fundamentally important that there is greater alignment between the European
3DUOLDPHQWWKH(XURSHDQ&RPPLVVLRQDQGWKH(8¶V0HPEHU6WDWHV±WKH\QHHGWRKDYHDXQL¿HG
UHVXOWVRULHQWDWHGVWUDWHJ\DQGVSHDNZLWKRQHYRLFH0HVVDJHV PXVWQRWEHGLOXWHGE\SDUWLVDQSROLF\
FRQVLGHUDWLRQVWRWKHEHQH¿WRIRQHLQGLYLGXDO0HPEHU6WDWHEXWWKHGHWULPHQWRIRWKHUV
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negotiations, as per the Decision.
“We will expedite the signing of investment agreements with relevant countries and regions.”
7KLUG3OHQXP'HFLVLRQ$UWLFOH

European business hopes that the CAI will, more than anything else, secure increased market access
for European companies in China. As such, any negotiated CAI will have to go substantially beyond
WKH ELODWHUDO LQYHVWPHQW WUHDWLHV WKDW &KLQD KDV DOUHDG\ VLJQHG ZLWK  LQGLYLGXDO (8 0HPEHU 6WDWHV
)XUWKHUPRUH (XURSHDQ EXVLQHVV KRSHV WKDW WKH &$, ZLOO LQFOXGH DQ HIIHFWLYH ,QYHVWRU6WDWH 'LVSXWH
6HWWOHPHQWPHFKDQLVPZLWKVWDWHRIWKHDUWLQYHVWRUSURWHFWLRQDVZHOODVDFKDSWHUGHGLFDWHGVSHFL¿FDOO\
WR60(V6XFKLQFOXVLRQVZLOOEHPXWXDOO\EHQH¿FLDOIRU(XURSHDQDQG&KLQHVHFRPSDQLHV

5. The Audacity to Change
The Chinese leadership is faced with the considerable challenge of mitigating the effects of a secular
economic slowdown. A large part of the solution will be the successful transition to the ‘new normal’, an
era in which China will embrace an economic model that can deliver sustainable, qualitative growth. This
is contingent upon China giving free rein to market forces, where enterprises of all nationalities can enjoy
independent management and fair competition.
This is well within the Chinese Government’s reach if it can have the courage of its convictions and
stick to the bold reform pledges made in the Decision and not give in to the protectionist tendencies that
are continuing to curtail legitimate market access, whether on the grounds of national security or other
concerns. It is unfortunate that a great deal of resolve and reform momentum seems to have been lost
since the Decision was promulgated. As many of the experiences of European business documented in
this position paper demonstrate, there has been little or no progress with a large number of the policies
required to set China on the road towards the ‘new normal’.
Foreign business is an important stakeholder in China’s reform process, and it both wants and needs
China to sustain its economic success story. China’s economy has a reciprocal need for foreign
investment in order to get its innovation drive off the ground – this will require a swift dismantling of market
access barriers. As such, the European Chamber believes that the principles of the Decision should form
the basis of China’s th)LYH<HDU3ODQ ± .
A successful rebalancing of the Chinese economy will require an adroit sequencing of macroeconomic
SROLFLHVLWZLOOUHTXLUHWKHDELOLW\WROHWJRRIWKHLPSXOVH WRPLFURPDQDJHWKHGRPHVWLFHFRQRP\DQG
it will require the courage to follow through with overdue, but critical, structural reforms. In short, it will
require the audacity to change.
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The position papers in this section address the main horizontal issues affecting European businesses in
&KLQDDFURVVPXOWLSOHVHFWRUV7KH\LQFOXGH

Section Two: Horizontal Issues

 &RPSOLDQFHDQG%XVLQHVV(WKLFV
 (QYLURQPHQW;
 )LQDQFHDQG7D[DWLRQ;
 +XPDQ5HVRXUFHV;
 ,QWHOOHFWXDO3URSHUW\5LJKWV;
 ,QWHU&KDPEHU6PDOODQG0HGLXPVL]HG(QWHUSULVH;
 /HJDODQG&RPSHWLWLRQ;
 3XEOLF3URFXUHPHQW;
 5HVHDUFKDQG'HYHORSPHQW; and
 6WDQGDUGVDQG&RQIRUPLW\$VVHVVPHQW.
The Fourth Plenum’s Decision on Major Issues Concerning Comprehensively Advancing the Rule
RI /DZ LVVXHG LQ 2FWREHU  VHW RXW WKH EOXHSULQW IRU WKH DGYDQFHPHQW RI WKH UXOH RI ODZ7KLV
commitment of the Chinese leadership was welcomed by the European business and legal community.
However, quick and resolute implementation of concrete measures—especially measures to reduce
µUHGWDSH¶DQGUHIRUPWKHMXGLFLDOV\VWHP²DUHVWLOOQHHGHGWRHVWDEOLVK(XURSHDQEXVLQHVVHV¶FRQ¿GHQFH
in the Chinese legal system and address the regulatory challenges that hamper China’s economic
development.
Compliance and business ethics are of utmost importance to European businesses in all markets where
they operate. The unpredictable legal environment in China, including a lack of clarity over the current
DQWLEULEHU\OHJLVODWLRQFRQWLQXHWRSRVHFKDOOHQJHVWRDOOEXVLQHVVHV7KHQHZO\FUHDWHG&RPSOLDQFH
and Business Ethics Working Group serves as a platform for European Chamber members to discuss
their experiences and challenges as well as promote further legal clarity.
&KLQD¶VUHYLVHG(QYLURQPHQWDO3URWHFWLRQ/DZLQHIIHFWVLQFH-DQXDU\LVSHUFHLYHGDVWKHPRVW
progressive and stringent piece of legislation in the history of environmental protection in China, with
unlimited penalties for environmental offences and provisions for tackling pollution and raising public
awareness.
Progress was also made in specific areas with the release of the Action Plan for Water Pollution
Prevention and ControlLQ$SULODQDPELWLRXVSODQWRFOHDQXSZDWHUSROOXWLRQRYHUWKHQH[W¿YH
years. It is anticipated that the Soil Pollution Prevention and Control Action Plan will be published later
LQ:KLOHLWLVWRRHDUO\WRMXGJHWKHHIIHFWLYHQHVVRIWKHVHUHFHQWODZVDQGUHJXODWLRQVWKHNH\
question always remains as to whether strict regulatory enforcement and monitoring will be applied
locally, regionally and nationally, a critical issue that has been addressed in the Environment Position
Paper over the years.
Innovation remains a key priority of the Chinese Government. The Research and Development
5 '  :RUNLQJ *URXS DLPV WR VXSSRUW LQQRYDWLRQ LQ &KLQD E\ SURPRWLQJ GLDORJXH DQG WUDQVSDUHQF\
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LQ WKH ILHOG RI 5 ' SROLF\ LQFOXGLQJ WKH ILQDQFLDO LQFHQWLYHV IUDPHZRUN DQG HTXDO SDUWLFLSDWLRQ LQ WKH
VWDQGDUGVGHILQLWLRQ SURFHVV ,QQRYDWLRQ FDQ RQO\ VXFFHHG LI WKH LQWHOOHFWXDO SURSHUW\ WKDW LV FUHDWHG
is adequately protected and transfer of technology happens on a voluntary basis. While there have
been improvements, many issues around the protection of trademarks, copyrights and patents remain,
especially as far as enforcement is concerned.
,Q WKH FRQWH[W RI LQQRYDWLRQ PRELOLW\ RI \RXQJ UHVHDUFKHUV DQG 5 ' PDQDJHUV UHPDLQV DQ LVVXH
Pollution and high individual income tax rates remain hurdles in hiring and retaining foreign talent, while
Section Two: Horizontal Issues

DODFNRIÀH[LELOLW\LQODERXUUHJXODWLRQVKLQGHUVUHWHQWLRQRIORFDOWDOHQW
In the area of conformity assessment, the last year saw new regulations driving forward three major
UHIRUPV WKH UHIRUP RI WKH VWDQGDUGLVDWLRQ V\VWHP WKH UHIRUP RI WKH &KLQD &RPSXOVRU\ &HUWLILFDWLRQ
(CCC) Scheme; and the reform of the China Testing and Inspection System. While this progress is
welcome, efforts need to be stepped up to bring China’s practices in line with World Trade Organisation
7HFKQLFDO %DUULHUV WR7UDGH :727%7  SULQFLSOHV HQVXUH HTXDO PDUNHW DFFHVV IRU DOO SOD\HUV DQG
guarantee transparent market surveillance.
,Q ODWH 'HFHPEHU  &KLQD VXEPLWWHG LWV ILIWK RIIHU IRU HQWU\ WR WKH *RYHUQPHQW 3URFXUHPHQW
Agreement under the WTO. While some improvements were observed compared with the forth offer
RIODWHWKLVODWHVWRIIHURQO\FRYHUVSURFXUHPHQWXQGHUWKHXPEUHOODRIWKH0LQLVWU\RI)LQDQFH
OHDYLQJDODUJHSURFXUHPHQWPDUNHWFXUUHQWO\GRPLQDWHGE\VWDWHRZQHGHQWHUSULVHVXQPHQWLRQHG
The ,PSOHPHQWDWLRQ 5XOHV WR WKH *RYHUQPHQW 3URFXUHPHQW /DZ RUGHU QR   Implementation
Rules UHOHDVHGE\WKH6WDWH&RXQFLOLQODWHZDVZHOFRPHDVLWGRHVQ¶WGLVWLQJXLVKEHWZHHQORFDO
and foreign suppliers and states that all bidders should be treated equally. However, the prevailing
*RYHUQPHQW 3URFXUHPHQW /DZ *3/  VWLOO UHTXLUHV WKDW JRYHUQPHQW DJHQFLHV IDYRXU ORFDO &KLQHVH
SURGXFWV\HWDWWKHVDPHWLPHQHLWKHUWKH*3/QRUWKHImplementation RulesSURYLGHDGH¿QLWLRQRI
‘Chinese products’.

Horizontal Issues
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Key Recommendations
Section Two: Horizontal Issues

1. Ensure an International and Uniform Approach to Anti-Bribery Legislation
and Enforcement
 Refer to the United Kingdom (UK) Bribery Act and the Foreign Corrupt Practices Act (FCPA) for
best practices and guidance.
 ,QFUHDVHFRRSHUDWLRQZLWKIRUHLJQLQYHVWLJDWLRQDJHQFLHVVXFKDVWKH8.6HULRXV)UDXG2I¿FHRU
the United States (US) Department of Justice and conduct joint enforcement actions.

2. Increase Clarity of Anti-Bribery Legislation Including the Establishment of
Clear Criteria to Determine Whether a Certain Act Constitutes Commercial
Bribery or a Legitimate Business Practice
 &ODULI\DQGVLPSOLI\DQWLEULEHU\OHJLVODWLRQLQ&KLQDSUHIHUDEO\WRDVLQJOHFULPLQDOODZUHJLPHDQG
DVLQJOHFLYLOODZUHJLPHZLWKFOHDUDQGFRQVLVWHQWGH¿QLWLRQVRIµEULEHU\¶DQGµFRPPHUFLDOEULEHU\¶
DQGRI¿FLDOLQWHUSUHWDWLRQVRINH\WHUPV
 6LPSOLI\DQGOLPLWWKHQXPEHURILQVWLWXWLRQVUHVSRQVLEOHIRUDQWLEULEHU\LQYHVWLJDWLRQSURVHFXWLRQ
and enforcement and clearly specify their authority, including guidance on the processes to be
followed in the event of an investigation, in order to ensure fair and uniform enforcement.
 *UDQWDFFHVVWROHJDOUHSUHVHQWDWLRQDQGDQDGHTXDWHULJKWWRVHOIGHIHQFH

3. Raise Compliance Standards in Collaboration With Companies
 Introduce the principle of Adequate Procedures, in addition to a willingness to cooperate and admit
to mistakes, whereby companies can secure reduced or even no punishment as a reward for doing
their best to prevent corruption.
 Provide guidance to companies on what is meant by ‘good compliance’ through case studies to
illustrate examples of what is expected of companies in terms of policies and procedures, and how
they should respond.
 5HLQIRUFHDZDUHQHVVRIDQWLEULEHU\UHJXODWLRQVZLWKLQWKHEXVLQHVVFRPPXQLW\DQGHQFRXUDJHDOO
companies to adopt modern and sophisticated compliance systems and policies.

Introduction to the Working Group
&UHDWHGLQWKH&RPSOLDQFHDQG%XVLQHVV(WKLFV
Working Group aims to create a trusted environment
for European Chamber members to discuss their
experiences and the challenges they face with respect
to compliance and business ethics, as well as to
SURPRWH JUHDWHU FODULW\ RQ DQWLEULEHU\ OHJLVODWLRQ %\
sharing their experiences, the working group aims to
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foster the learning and development of its members
and thereby enhance the quality of compliance among
Chamber member companies operating in the People’s
Republic of China (PRC). The working group is active
in Shanghai and Beijing and membership is open only
WR LQGXVWU\ UHSUHVHQWDWLYHV LQFOXGLQJ L  LQKRXVH
counsels; (ii) Compliance officers; and (iii) internal
auditors.
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Recent Developments

ZRUOGZLGH7KHIDFWWKDWDQWLEULEHU\OHJLVODWLRQLQ&KLQD

Decision on Some Major Issues Concerning
Comprehensively Deepening the Reform (the
Decision) (Third Plenum)1

JOREDOO\LPSOHPHQWHGFRPSOLDQFHSURJUDPPHVQHHGWR

6LQFHKHWRRNRI¿FHEDFNLQ3UHVLGHQW;L-LQSLQJ
made a pledge to crack down on corruption, an endemic
SUREOHP LQ &KLQD WKDW LV SXWWLQJ ORQJWHUP VXVWDLQDEOH

This campaign has become an even higher priority
VLQFH WKH7KLUG 3OHQXP RI WKH th National Congress
of the Communist Party of China Central Committee
&3&&& LQ1RYHPEHU,QWKH DecisionWKH¿JKW
DJDLQVWFRUUXSWLRQZDVLGHQWL¿HGDVRQHRIWKHFXUUHQW
main government goals, and since then the number of
investigations has increased at an unprecedented rate.
$ PDLQ FRQVHTXHQFH RI WKH IRFXV RQ DQWLJUDIW LQ
China is the increased significance that compliance
programmes have for business operating here. It has
helped to accelerate the adoption of internal compliance
practices among companies and has facilitated the
acceptance of compliance protocols by third parties,
HVSHFLDOO\ VWDWHRZQHG HQWHUSULVHV 62(V $OWKRXJK
further improvement is needed—particularly with
regard to the enforcement of laws—the Compliance
and Business Ethics Working Group welcomes these
developments as a positive step in the reform process.

Key Recommendations
1. Ensure an International and Uniform
Approach to Anti-Bribery Legislation
and Enforcement

EHVLJQL¿FDQWO\PRGL¿HGWRDGDSWWRORFDOFLUFXPVWDQFHV
and regulations. The Compliance and Business
Ethics Working Group encourages the Chinese
authorities to introduce and implement regulations that
follow international standards as much as possible.
Replicating good practices and guidance provided
by foreign laws and rules will not only contribute to
the clarity of processes and investigations, it will also
contribute to international trade. A legislative and
regulatory environment that is more recognisable,
predictable and transparent would promote foreign
investment in China, including raising the levels of
trust in Chinese companies. It would also also facilitate
Chinese investment abroad as Chinese companies
would recognise and be able to prepare for many of the
expectations of foreign stakeholders.
$ JRRG GLDORJXH EHWZHHQ WKH &KLQHVH DQWLEULEHU\
DXWKRULWLHVDQGIRUHLJQDQWLEULEHU\DXWKRULWLHVDVZHOODV
between these authorities and companies, will create a
healthy dynamic that will contribute to the development
RIDEHWWHUOHYHORIFRPSOLDQFHWRWKHEHQH¿WRIDOO*RRG
compliance could become a competitive advantage for
both Chinese and foreign companies alike.
Recommendations
 Refer to the UK Bribery Act and the FCPA for best
practices and guidance.
 Increase cooperation with foreign investigation
agencies such as the UK Serious Fraud Office or
the US Department of Justice and conduct joint
enforcement actions.

Concern
$QWL%ULEHU\ OHJLVODWLRQ LQ &KLQD GLYHUJHV LQ PDQ\
respects from international standards.
Assessment
With the enactment of the United Kingdom (UK) Bribery
$FW LQ  DQG WKH LQFUHDVHG HQIRUFHPHQW RI WKH
Foreign Corrupt Practices Act (FCPA) from the United
States (US), as well as other relevant international
regulations, companies are further focusing on the
FUHDWLRQLPSURYHPHQWRIWKHLUFRPSOLDQFHSURJUDPPHV
 7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China Central
&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQOD\LQJRXWQHZ
economic and policy initiatives – the Decision.

2. Increase Clarity of Anti-Bribery Legislation
Including Establishing Clear Criteria to
Determine Whether an Act Constitutes
Commercial Bribery or a Legitimate
Business Practice
Concern
/HJLVODWLRQDQGHQIRUFHPHQWLQ&KLQDODFNFOHDUFULWHULD
to distinguish commercial bribery from a legitimate
EXVLQHVVSUDFWLFHFODUL¿FDWLRQLVDOVRUHTXLUHGUHJDUGLQJ
the implementation of laws and the process and
sanctions that accompany them.
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economic development at risk.

diverges in many aspects from international standards
places additional strain on their daily activities as

Section Two: Horizontal Issues

Assessment

legitimate business costs such as promotion, research,

The Compliance and Business Ethics Working Group
is pleased that comprehensively advancing the rule

consultation and donations from allegedly false ones.
An example would be an incentive trip for dealers. While

of law in China was adopted as a central topic of the

in general a company can organise incentive trips for its

Fourth Plenum of CCCPC and that China has placed

dealers, there is a lack of uniform criteria to determine

even greater emphasis on its campaign against graft
and corruption since. The working group acknowledges

when an incentive trip becomes commercial bribery.
This uncertainty impairs business operators’ ability to

the significant efforts made by various government

formulate and enforce their policy against commercial

DXWKRULWLHV RYHU WKH \HDUV WR L   GHILQH µFRPPHUFLDO
bribery’ in the Provisional Rules on Prohibition of
Commercial Bribery Activities  (the  6WDWH

bribery.

Administration for Industry and Commerce (SAIC)
Rules) (6$,&5XOHV); (ii) provide policy guidelines

also acknowledges the authorities’ determination

in the 2SLQLRQV&RQFHUQLQJ&RUUHFWO\0DVWHULQJ3ROLF\
/LQHV LQ WKH 6SHFLDO 7DVNV IRU +DQGOLQJ &RPPHUFLDO
Bribery Cases;  and (iii) clarify acts of corruption in
the Interpretations of Several Issues Concerning the
6SHFLILF$SSOLFDWLRQV RI WKH /DZ LQ WKH +DQGOLQJ RI
Criminal Bribery Cases.

FUHDWLQJDOHYHOSOD\LQJ¿HOGZLWKUHVSHFWWRHQIRUFHPHQW

7KH35&$QWLXQIDLU&RPSHWLWLRQ/DZ $8&/  provides
that a business operator is prohibited from “giving
bribes in the form of property or other means for the
purpose of selling or purchasing products”, but may

The Compliance and Business Ethics Working Group
and significant progress in combatting corruption and
against both domestic and foreign businesses.
However, there is a lack of clarity with respect to the
PDQGDWH RI WKH GLIIHUHQW DXWKRULWLHV LQYROYHG LQ DQWL
bribery enforcement. In some respects their authority
overlaps and their objectives differ while involved in
the same investigation, as is the case when the SAIC
transfer potential criminal cases to the Public Security
Bureau (PSB). Furthermore, the variety in local practice
makes this issue more complicated. Consequently,
companies operating nationwide very often find no

expressly offer discounts to the counterparty or pay
commissions to the middlemen, provided that such

regulation or precedent on which they can rely.

discounts or commissions are faithfully recorded in
their respective accounts. The 6$,&5XOHVGH¿QH

With consistency in enforcement there comes a greater

‘commercial bribery’ as an activity by which a business

willingness and ability to cooperate to the satisfaction
of all involved. Today, it remains unclear what the

operator bribes the other party to the transaction in the

rights of companies and employees are in the event

form of property, or other means, for the purpose of
selling or purchasing products. The ‘property’ means

of an investigation by the authorities in China. Even
without adopting basic principles of due process and

FDVK DQGRU SK\VLFDO SURSHUW\ WKDW LV IDOVHO\ UHSRUWHG
as promotional costs, advertising expenses, donations,
research costs, service fees, consultation fees or
FRPPLVVLRQ7RJHWKHU WKH $8&/ DQG WKH 
SAIC Rules provide some concrete criteria for what can

right to counsel, as applied in Europe and the US, the
authorities and companies should be assisted with more
details on rights and obligations in an investigation, the

be considered ‘expressly and on the book’ and ‘secret

time lines and what the expectations are in practical
terms. The working group holds the view that the
interests of both the authorities and the companies are

and off the book’ to distinguish legitimate discounts
or commissions from kickbacks or commercial bribes.

best served with access to legal representation and an
adequate right to defend oneself, e.g. being afforded

However, existing published laws and regulations do
not offer any clear and consistent criteria to distinguish

access to advice and time to respond to or refute
allegations.

 6WDWH$GPLQLVWUDWLRQIRU,QGXVWU\DQG&RPPHUFH 6$,& th1RYHPEHUYLHZHG
th-XQHKWWSZZZVDLFJRYFQ]FIJ[]J]MJI[ZMWBKWPO!

Recommendations
 &ODULI\DQGVLPSOLI\DQWLEULEHU\OHJLVODWLRQLQ&KLQD
preferably to a single criminal law regime and a

 6WDWH&RXQFLO¶V 6&¶V /HDGHUVKLS7HDPRQ+DQGOLQJ&RPPHUFLDO%ULEHU\th May,
YLHZHGth-XQHKWWSJRYLQIRQOFJRYFQM[VI][[JNM[VJV[]JOM
WBVKWPO!
 Jointly promulgated by the Supreme People’s Court (SPC) and the Supreme People’s
3URFXUDWRUDWH 633 RQ 'HFHPEHUYLHZHG -XQHKWWSZZZVSS
JRYFQÀIJVIMVWBVKWPO!
 1DWLRQDO3HRSOH¶V&RQJUHVV 13& nd6HSWHPEHUYLHZHGth-XQH
KWWSZZZQSFJRYFQZ[]OJRQJEDRFRQWHQWBKWP!
th
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single civil law regime, with clear and consistent
definitions of ‘bribery’ and ‘commercial bribery’ and
RI¿FLDOLQWHUSUHWDWLRQVRINH\WHUPV
 Simplify and limit the number of institutions
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UHVSRQVLEOHIRUDQWLEULEHU\LQYHVWLJDWLRQSURVHFXWLRQ

procedures that are clear, practical, accessible,

and enforcement and clearly specify their authority,
including guidance on the processes to be followed

effectively implemented and enforced. These measures

in the event of an investigation in order to ensure fair

DQ DQWLEULEHU\ FXOWXUH 6XFK SURFHGXUHV FDQ DGGUHVV

and uniform enforcement.

a wide range of subjects, such as due diligence, gifts

 Grant access to legal representation and an
DGHTXDWHULJKWWRVHOIGHIHQFH

ZLOOKHOSWRPDLQWDLQDQDQWLEULEHU\VWDQFHDQGFUHDWH

DQGKRVSLWDOLW\DXWKRULW\VFKHGXOHVGLIIHUHQWWKLUGSDUW\
relationships, disclosure of information, enforcement,
whistle blowing procedures, communication, training
and monitoring.
 7RS/HYHO&RPPLWPHQW

Concern

Top level management should foster a culture in which

Companies setting high compliance standards are not

bribery is never acceptable. Management should be

UHZDUGHGZLWKPLOGHUWUHDWPHQWE\WKHDXWKRULWLHVDQGRU

involved in key decisions or communication on the

ORZHU¿QHVZKHQDEULEHU\LVVXHDULVHV

VXEMHFWRIEULEHU\LQRUGHUIRUWKHDQWLEULEHU\SROLF\WR
be effective, including explaining why it is so important,

WKH JROG VWDQGDUG LQ DQWLEULEHU\ OHJLVODWLRQ 8QGHU

ZKDWWKHEHQH¿WVRIEHLQJFRPSOLDQWDUHWRWKHFRPSDQ\
and the consequences of not abiding by the rules (e.g.
]HUR WROHUDQFH  )XUWKHUPRUH WRSOHYHO PDQDJHPHQW

both UK and Chinese legislation companies can be
held liable for the acts of their employees. However,

should be committed to applying the resources
necessary to make the stated policies effective.

Assessment
$W SUHVHQW WKH 8. %ULEHU\$FW  LV UHFRJQLVHG DV

it is recognised that no bribery prevention regime is
capable of preventing bribery at all times. Therefore
UK legislation recognises the defence of Adequate

 5LVN$VVHVVPHQW

Procedures, which means that if companies can show

will need to introduce a form of risk assessment, which

they took certain actions to prevent bribery they may be

covers bribery risk, in order to understand the possible

‘rewarded’ with a partial or full defence. Other factors

exposure and identify effective measures to reduce that

remain relevant, such as the willingness to cooperate
with the authorities.

risk. Such assessments should include both external
risks (e.g. country, market, transaction, business

Depending on its nature and size, each organisation

opportunity and business partnership risk) as well as
The defence of Adequate Procedures will depend on
specific circumstances including the nature, scale

internal risks (e.g. deficiencies in training, incentives,
JRYHUQDQFHRU¿QDQFLDOFRQWUROV 

and complexity of the organisation and the risks
it is exposed to. Procedures are expected to be
proportionate to risk.

Risk assessments will need to be carried out on a
regular basis in order to address the challenges of

This approach also promotes greater transparency
and commitment to a strong compliance framework

new markets and a changing environment. Accurate
and appropriate documentation of the risk assessment
and its conclusions forms an important element in this

as companies are encouraged to continue to work
on better controls and compliance, and may provide

process and contributes to the transparency of the
organisation on its journey of continuous compliance

guidance for other companies on what to follow in terms
of best practices. Consequently, it leads to continuous
improvement to the benefit of the authorities,

improvement.

companies, their shareholders and society as a whole
thereby contributing to a further reduction in bribery risk.
Adequate Procedures covers the following six

Due diligence plays an important role in mitigating
bribery risk. This effort could encompass the process
RI WKH VHOHFWLRQ RI WKLUGSDUW\ DJHQWV DQG GLVWULEXWRUV

SULQFLSOHV

but also understanding the risks associated with
a joint venture partner or business which will be

 3URSRUWLRQDWHSURFHGXUHV

acquired. Depending on the risk, and keeping in mind
that employees represent the company, recruitment

Companies need to put in place policies and

 'XH'LOLJHQFH
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3. Raise Compliance Standards in Collaboration
With Companies

processes may also include a form of due diligence.

within the business community and encourage

 &RPPXQLFDWLRQ

all companies to adopt modern and sophisticated
compliance systems and policies.

Training increases the awareness and understanding
of both employees and third parties. It also provides the
knowledge and skills required to apply the company’s
policies and procedures, and deal with any compliance
matters which may arise. Training should meet the

Abbreviations
$8&/ 

$QWLXQIDLU&RPSHWLWLRQ/DZ

CPCCC

Communist Party of China Central
Committee

Section Two: Horizontal Issues

specific risks and needs of the different parts of the
FCPA

Foreign Corrupt Practices Act

NPC

National People’s Congress

While internal communications should emphasise the
tone from the top, external communications provide

PRC
PSB

People’s Republic of China
Public Security Bureau

reassurance to third parties of what the company stands

SAIC

State Administration for Industry and

for. Typically an annual report will include a chapter on
compliance. Internal communications and processes

62(

must include a whistle blower procedure which should

UK

United Kingdom

be easily accessible to all employees.

US

United States

organisation.

6. Monitoring and Review
Companies should monitor and evaluate the
HIIHFWLYHQHVV RI WKHLU DQWLEULEHU\ SROLFLHV DQG
procedures and amend them where necessary to
meet the demands of changes inside and outside the
company. This monitoring can be done, for example,
through staff questionnaires, compliance audits,
information from and practices at other companies as
ZHOODVWKURXJKH[WHUQDOYHUL¿FDWLRQ
Further to the adoption of this approach, providing
guidance to companies on what is meant by ‘good
compliance’ is required in order for them to know what
to do in terms of policies and procedures, and how they
should respond. This guidance could be granted through
case studies, providing examples to companies that would
UHLQIRUFH WKHLU DZDUHQHVV RI DQWLEULEHU\ UHJXODWLRQV
resulting in better compliance systems within the company.
Recommendations
 Introduce the principle of Adequate Procedures, in
addition to a willingness to cooperate and admit to
mistakes, whereby companies can secure reduced
or even no punishment as a reward for doing their
best to prevent corruption.
 Provide guidance to companies on what is meant by
‘good compliance’ through case studies to illustrate
examples of what is expected of companies in terms
of policies and procedures, and how they should
respond.
 5HLQIRUFH DZDUHQHVV RI DQWLEULEHU\ UHJXODWLRQV
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Key Recommendations
1. Improve Solid Waste Management Practices in China
 Adjust the number of licences to operate hazardous waste treatment facilities in cities.
Section Two: Horizontal Issues

 Enable the transfer of hazardous waste between provinces.
 &RQVLGHULQWHUQDWLRQDOUHIHUHQFHVLQWKHSUHTXDOLILFDWLRQVWDJHIRUZDVWHWRHQHUJ\SURMHFWVGRQRWOLPLW
references to facilities located in China.
 Enforce waste laws and regulations in a more even and transparent manner.

2. Promote More Aggressively the Use of Unconventional Water and Develop
Sponge Cities to Solve China’s Water Scarcity Problem and Avoid Floods
 Implement a pricing mechanism to encourage the use of unconventional water.
 Increase investment in infrastructure for reusable wastewater.
 Develop rainwater collection and utilisation systems.
 Carry out seawater desalination in coastal areas.

3. Strengthen Research and Development (R&D) and Innovation of Sludge
Treatment and Disposal Technologies to Better Meet the Demands of the
Chinese Market
 (QKDQFH5 'RIVOXGJHGHZDWHULQJWHFKQRORJ\WRIXUWKHULQFUHDVHWKHVOXGJHGHZDWHULQJUDWH
 Include foreign experiences and technology to improve local management of sludge digestion projects.
 'HYHORSLQQRYDWLYHWHFKQRORJ\WRVROYHWKHSUREOHPVRIKLJKKHDY\PHWDOFRQWHQWLQVOXGJH
 )LQGDSSURSULDWHVOXGJHGLVSRVDOWHFKQRORJ\VSHFL¿FWRSURMHFWV

4. Develop a Comprehensive Regulatory Framework for the Management of
Contaminated Land
 Clarify the liability chain of who, out of the polluter and the past, current and future land owners, will pay for
FOHDQXS
 Enforce the use of risk assessment methods in the management of each contaminated site.
 3URPRWHSROLFLHVWRLQWHJUDWHXUEDQSODQQLQJDQGUHGHYHORSPHQWVWUDWHJLHVZLWKWKHLPSOHPHQWDWLRQRIRQ
site soil and groundwater remediation.
 Encourage the involvement of international technology and service providers in the remediation and
redevelopment of contaminated sites.
 Conduct pilot projects in select regions to demonstrate the application of proven site characterisation and
remediation technologies as well as innovative planning, management and redevelopment strategies.

5. Improve Sustainable Forestry Management Practices in China
 Increase investment into the research and promotion of sustainable forest management practices in China.
 Promote the thinking that eucalyptus plantations can be sustainably managed within drinking water
catchments.
 7UDLQORFDOJRYHUQPHQWDXWKRULWLHVDQGODZHQIRUFHPHQWDJHQFLHVWRXQGHUVWDQGWKHHQYLURQPHQWDOEHQH¿WV
of eucalyptus plantations.

Environment Working Group
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Third Plenum Reality Check
What did the Third Plenum’s Decision
say?

What is the reality?

Status

Foreign professional companies are unable to invest
in developing proper infrastructure due to the limited
number of licences available, most of which are allocated
to Chinese companies.
Section Two: Horizontal Issues

5HLQIRUFH HQYLURQPHQWUHODWHG PDUNHW
access standards.

Recent tenders that opened in some cities in China
for municipal solid waste incineration plants have set
SUHTXDOL¿FDWLRQFULWHULDZKLFKOLPLWDFFHVVWRWKH&KLQHVH
market for foreign waste treatment companies with a
global track record.

Accelerate pricing reform for natural re

Under the pressure of the consumer price index, local

sources and their products to give full
expression to their market supply and

governments tend to delay or reduce any increase of
the price of drinking water. This puts pressure on water

demand.

suppliers who, in response, have to manage their service
TXDOLW\WRDORZHUOHYHOWRRIIVHWWKHDGGLWLRQDOORVV

(VWDEOLVKDPDUNHWRULHQWHGPHFKDQLVP
to attract private capital to ecological
and environmental protection, and

Hence, more related laws and regulations are required
WRHQVXUHDJHQXLQHSXEOLFSULYDWHSDUWQHUVKLSLQZKLFK

LPSOHPHQWWKLUGSDUW\WUHDWPHQt of en

contracts must be obeyed and both parties must carry
equal responsibility.

vironmental pollution.
Change the current environmental
protection fee to an environment tax

7KH(QYLURQPHQWDO7D[/DZKDV\HWWRWDNHHIIHFW

Introduction to the Working Group

Recent Developments

The Environment Working Group was established in

&KLQD¶V QHZO\ UHYLVHG (QYLURQPHQWDO 3URWHFWLRQ /DZ
LQ HIIHFW VLQFH  st -DQXDU\  LV WKH VLQJOH PRVW
LPSRUWDQW HQYLURQPHQWUHODWHG OHJLVODWLRQ WKDW KDV

DQGFXUUHQWO\FRQVLVWVRIPRUHWKDQPHPEHU
companies involved in engineering, manufacturing,
construction and certification services. The members
represent a diversity of industry sectors, such as waste,
water, smart grid, chemicals and pharmaceuticals, and
logistics. Environmental technology service providers,
environmental consultants and lawyers are also active
members of the working group.
The working group serves as a channel to engage
government stakeholders, particularly the Ministry of
Environmental Protection (MEP) and its local bureaus,
and provides regular feedback on environmental
regulations, standards and technologies in China.
Additionally, it provides a platform for companies
to share best practices, experiences, solutions and
recommendations on environmental protection.
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been published to date. It is perceived as the most
progressive and stringent piece of legislation in the
history of environmental protection in China, with
unlimited penalties for environmental offences, and
provisions for tackling pollution and raising public
awareness. The law places a much higher degree of
responsibility and accountability on local governments,
and sets higher standards for industry.
In the area of water, China’s State Council released the
Action Plan for Water Pollution Prevention and Control
LQ$SULODQDPELWLRXVDFWLRQSODQWRFOHDQXS
 %R =KDQJ  &RQJ &DR )RXU *DSV LQ &KLQD¶V 1HZ (QYLURQPHQWDO /DZ, Nature
,QWHUQDWLRQDO-RXUQDORI6FLHQFHst-DQXDU\YLHZHGth$SULOKWWS
ZZZQDWXUHFRPQHZVSROLF\IRXUJDSVLQFKLQDVQHZHQYLURQPHQWDOODZ!
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ZDWHUSROOXWLRQRYHUWKHQH[W¿YH\HDUV The document

waste in compliance with its own national environmental

IROORZV D  SOHGJH E\ WKH 0(3 WKDW WKH &KLQHVH
*RYHUQPHQWZLOOVSHQGPRUHWKDQ&KLQHVH<XDQ &1<

standards. The infrastructure developed over the last
GHFDGHLVLQVXI¿FLHQWLQVL]HZLWKDQXPEHURISURYLQFHV

ELOOLRQWRWDFNOHWKHFRXQWU\¶VZDWHULVVXHV,WSURPLVHV

ODFNLQJVXI¿FLHQWWUHDWPHQWFDSDFLW\DQGWKHWHFKQRORJ\

pollution reduction, strict controls on extraction of

is often not suitable for hazardous waste treatment. As

underground water and continual improvements in
GULQNLQJZDWHUTXDOLW\E\

a result most of the waste treatment facilities are not
able to treat the volume of waste generated in China’s
cities and are therefore often not compliant with national
emission standards.

ZLWKDVHULHVRIPHDVXUHVWRFRQWDLQWKHWUHQGRI

Foreign professional companies are keen to invest in



worsening soil pollution in the years ahead. It is of the
highest urgency to address the lack of related laws and

developing proper infrastructure but are not authorised

regulations and upgrade relevant standards to introduce

per province and per city in China, most of which having

innovative soil technology and enforce soil quality

been allocated to local Chinese companies that are

evaluation and monitoring to enhance soil protection in

not hazardous waste treatment specialists. Chinese

China.

regulators should be more flexible in terms of licence

to do so due to the limited number of licences available

allocation, close underperforming facilities and transfer
While it is perhaps too early to judge the effectiveness

waste treatment licences to professional companies.

of the recently released laws and regulations discussed
above, the key question is whether strict regulatory

This will allow each province and city to build new
infrastructure, increase the waste capacity available and

enforcement and monitoring will be applied locally,

ensure compliance with national emission standards.

regionally and nationally, a critical issue that has
previously been addressed in the Environment Position
Paper over the years.

In addition, hazardous waste transfer from one province

Key Recommendations

operating under capacity. A proper balance between

1. Improve Solid Waste Management
Practices in China
Concern
China’s waste management policies and practices
do not properly address the waste treatment capacity

to another is not authorised in China. Some provinces
have already reached overcapacity, while others are
waste treatment capacity and hazardous waste
generated needs to be established to ensure that all
hazardous waste is treated properly and that the market
price is at an equilibrium, offering a competitive price
DQGDUHDVRQDEOHSUR¿WWRLQYHVWRUV&KLQHVHUHJXODWRUV
should authorise the transfer of waste from one
province to another in cases of overcapacity.

available versus the waste generated, and do not
provide sufficient and equal opportunities for foreign
companies specialised in waste management.

Recent tenders that opened in some cities in China
for municipal solid waste incineration plants have set
prequalification criteria, such as a minimum number

Assessment

of plants in operation in China. These criteria limit
access to the Chinese market for foreign waste

China lacks proper infrastructure to treat hazardous

 State Council Notice on Action Plan for Water Pollution Prevention and Controlnd
$SULOYLHZHGth-XQHKWWSZZZJRYFQ]KHQJFHFRQWHQW
FRQWHQWBKWP!
 Hewitt, Duncan, China Announces Ambitious Plan to Clean Up its Water, Close
'RZQ3ROOXWLQJ)DFWRULHV, ,QWHUQDWLRQDO%XVLQHVV7LPHVth$SULOYLHZHGth
$SULO  KWWSZZZLEWLPHVFRPFKLQDDQQRXQFHVDPELWLRXVSODQFOHDQLWV
ZDWHUFORVHGRZQSROOXWLQJIDFWRULHV!
 Ministry of Environmental Protection Approves Soil Pollution Prevention and Control
Action Plan%HLMLQJ0XQLFLSDO%XUHDXRI$JULFXOWXUHst0DUFKYLHZHGth
-XQHKWWSZZZEMQ\JRYFQQ\MLQGH[KWPO!
  ;LDR /L[LQ /DZ WR &RPEDW 6RLO 3ROOXWLRQ ([SHFWHG WKLV <HDU, China Daily,
 th  0DUFK  YLHZHG  th  0D\  KWWSZZZFKLQDGDLO\FRPFQ
FKLQDWZRVHVVLRQFRQWHQWBKWP!

WUHDWPHQWFRPSDQLHVE\UHTXLULQJLQ&KLQDH[SHULHQFH
and disregarding their global track record. Chinese
cities could benefit from foreign experiences in terms
of operational skills and technologies, and foreign
companies specialised in waste treatment with
international experience should be invited to build and
operate new infrastructure.
Moreover, law enforcement needs to be more
transparent and apply evenly to local Chinese

Environment Working Group
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Regarding soil, the Soil Pollution Prevention and
Control Action Plan is expected to be published later in

and foreign companies, with foreign companies

UHVRXUFHRYHUORDGHG DUHDV  This means that the

being treated fairly in accordance with prevailing
environmental regulations. Recent cases have

central government plans to tighten regulations on
seizing freshwater sources, especially in areas where

highlighted that while foreign companies operating

resources have already been exhausted.

waste treatment plants have been publicly listed by the
0(3IRUUHJXODWRU\QRQFRQIRUPLW\PRVWORFDO&KLQHVH
companies that do not comply with national regulations

%HVLGHVLPSURYLQJZDWHUHI¿FLHQF\&KLQDVKRXOGXWLOLVH
unconventional water resources, which has proved in

are not listed.

many countries to be an effective way to deal with water

Section Two: Horizontal Issues

challenges.
Recommendation
 Adjust the number of licences to operate hazardous
waste treatment facilities in cities.
 Enable the transfer of hazardous waste between
provinces.
 &RQVLGHU LQWHUQDWLRQDO UHIHUHQFHV LQ WKH SUH
TXDOL¿FDWLRQVWDJHIRUZDVWHWRHQHUJ\SURMHFWVGRQRW
limit references to facilities located in China.
 Enforce waste laws and regulations in a more even and
transparent manner.

2. Promote More Aggressively the Use of
Unconventional Water and Develop Sponge
Cities to Solve China’s Water Scarcity
Problem and Avoid Floods
Concern
Rapid urbanisation and industrialisation in China have
SXW D PDVVLYH VWUDLQ RQ QDWXUDO UHVRXUFHV WKH WRWDO
amount of available freshwater will not grow to match
national demand and many Chinese cities, particularly
in the north, are facing severe water shortages.
Assessment
According to the World Bank, renewable internal
freshwater resources per capita in China stood at just
RYHU P DV SHU PHDVXUHPHQWV WDNHQ LQ  6
OHVVWKDQSHUFHQWRIWKHZRUOGDYHUDJH7ZRWKLUGVRI
Chinese cities suffer water shortages and one quarter
of them are facing severe water shortages, according
to the National Development and Reform Commission
(NDRC). 

Wastewater reuse
According to the statistics of the Ministry of Housing and
8UEDQ5XUDO'HYHORSPHQWELOOLRQP of wastewater
was treated in wastewater plants across China in
 most of which has not been reused. According
to the plan of the Ministry of Water Resources (MWR),
ZDVWHZDWHUUHXVHUDWHZLOOEHLQFUHDVHGWRSHUFHQW
E\ WKH HQG RI  which is still at a relatively low
level compared with many developed countries.
,I &KLQD UDLVHV LWV ZDVWHZDWHU UHXVH UDWH WR  SHU
FHQWLWZLOOKDYHELOOLRQP of additional fresh water
VXSSO\ HYHU\ \HDU ,Q  WKH FRXQWU\¶V WRWDO ZDWHU
VXSSO\ZDVELOOLRQP. 
Sponge cities
The idea of a sponge city is to collect and store
rainwater and use it as a supplementary water resource.
It can mitigate floods caused by heavy rain and can
also add fresh water resources to Chinese cities.
,Q$SULOWKH0LQLVWU\RI)LQDQFH 02) UHOHDVHGD
OLVWRIFLWLHVWRWDNHSDUWLQWKHSLORWSURMHFWRQVSRQJH
cities, most of which are located in the southern part of
the country. This initiative has already proved effective
in preventing floods in a number of cities, including
Beijing, Shanghai, Shenzhen and Urumqi.
Seawater desalination
A large number of coastal cities face fresh water
 CPC Central Committee Notice on Comprehensive Deepening Reform on Major
Issues, Xinhua News  th 1RYHPEHU  YLHZHG  th$SULO  QHZV

The reform roadmap passed at the Third Plenum
mentions that China should draw redlines for ecological
protection and carry out restriction measures in
6 5HQHZDEOH ,QWHUQDO )UHVKZDWHU 5HVRXUFHV 3HU &DSLWD &XELF 0HWHUV  LQ &KLQD,
7UDGLQJ (FRQRPLFV YLHZHG th$SULO  ZZZWUDGLQJHFRQRPLFVFRPFKLQD
UHQHZDEOHLQWHUQDOIUHVKZDWHUUHVRXUFHVSHUFDSLWDFXELFPHWHUVZEGDWDKWPO!
 1'5&&KLQD V3HU&DSLWD)UHVK:DWHU5HVRXUFHV$FFRXQWIRU2QO\RI:RUOG
/HYHOFKLQDFRPth)HEUXDU\YLHZHGth$SULO¿QDQFHFKLQDFRP
FQQHZVJQMMVKWPO!
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[LQKXDQHWFRPSROLWLFVFBKWP!
 :DWHU$UWLFOH  &DQ ,W &KDQJH :DWHU ,PEDODQFH", China Environment  th
'HFHPEHU  YLHZHG th$SULO  ZZZFHQHZVFRPFQT\T\JF
WBKWPO!
5H8VH:DVWHZDWHULQ:DWHU5HVRXUFHV'HYHORSPHQW$UHDV, <L&DL1HZV, 6th April,
YLHZHGth$SULOZZZ\LFDLFRPQHZVKWPO!
  8UEDQ &RQVWUXFWLRQ 6WDWLVWLFV 0LQLVWU\ RI +RXVLQJ DQG 8UEDQ5XUDO
'HYHORSPHQWth$XJXVWYLHZHGth$SULOZZZPRKXUGJRYFQ]FIJ
MVEZMBMVEZMFZWBKWPO!
 /LVWRI3LORW6SRQJH&LWLHV&KLQD6WDWH)LQDQFHrd$SULOYLHZHGth April,
F]]]PRIJRYFQFDLMLQJ]L[XQGLIDQJGRQJWDLWBKWPO!
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shortages, however, China’s long coast means the

Concern

country has great potential to develop desalination.

While currently there is strong policy support and a strict
regulatory system in place for sludge treatment and

According to the NDRC’s plan, China’s total seawater
GHVDOLQDWLRQFDSDFLW\ZLOOLQFUHDVHWRPLOOLRQP per

disposal in China, the technology to treat and dispose
sludge remains limited.

day. Seawater desalination currently only accounts
for a very small part of the country’s water supply,
with a large number of desalination facilities not in full

Assessment

operation due to high processing costs.

wastewater treatment. Since the content of hazardous

Price: a key obstacle to the utilisation of unconventional

substances in sludge is high, if treated improperly it
will cause heavy environmental pollution. The sludge

water

quantity from municipal wastewater treatment plants is

At present, the high cost of unconventional water and

H[SHFWHGWREHPLOOLRQWRQQHVE\WKHHQGRI
DQGWKHKDUPOHVVWUHDWPHQWUDWHLVRQO\SHUFHQW

water.

China needs to urgently solve the sludge problems
that have accumulated over time – this remains a

Taking seawater desalination as an example, according
WRWKH1'5&¶VFDOFXODWLRQWKHFRVWRISURGXFLQJP
RIGHVDOLQDWHGVHDZDWHULV&1<DQGWKH¿[HGDVVHW
investment, excluding distribution pipeline investment,

key environmental challenge for local governments.
Although the Chinese Government has issued policies

per cubic metre of desalination capacity ranges
IURP &1<  WR  This is much higher than
traditional freshwater resources in most parts of the

disposal that need to be solved.

country.
Both central and local governments in China need to

VXEVHTXHQWWUHDWPHQWDQGGLVSRVDOGLI¿FXOWDQGFRVWO\
At present, the majority of sludge dewatering equipment
LQ&KLQDLQFOXGHVFHQWULIXJHVDQGEHOWSUHVVXUH¿OWHUV²

carry out more attractive price policies to encourage the
utilisation of unconventional water, and subsidise plants

the design of which is outdated—which has a low
GHZDWHULQJHI¿FLHQF\

and regulations to enforce sludge treatment, there are
still some technical problems in sludge treatment and

Current dewatering efficiency is low, which renders

that process unconventional water, when necessary.
Recommendations

In addition, the level of sludge stabilisation treatment is
low. Although alternative methods, such as anaerobic

 Implement a pricing mechanism to encourage the use
of unconventional water.
 Increase investment in infrastructure for reusable

digestion, which introduces microorganisms to help
break down the waste into methane and other biogases,
have been funded and explored, only a fraction of

wastewater.
 Develop rainwater collection and utilisation systems.
 Carry out seawater desalination in coastal areas.

China’s treatment facilities capable of applying this
methodology are in operation.

3. Strengthen Research and Development
(R&D) and Innovation of Sludge Treatment
and Disposal Technologies to Better Meet
the Demands of the Chinese Market

$FFRUGLQJWRDQLQYHVWLJDWLRQLQWKHUHZHUH
ZDVWHZDWHUWUHDWPHQWSODQWVDFURVV&KLQDEXWRQO\
are equipped with anaerobic digestion facilities, and,
RI WKHVH RQO\  WR  ZHUH RSHUDWLRQDO UHVXOWLQJ LQ
6OXGJH¶V/RQJ7HUP([LVWHQFHWR,QMXUH3HRSOHDQG5XLQ/DQG, People’s Dailyrd
$XJXVWYLHZHGth$SULOSROLWLFVSHRSOHFRPFQQF
KWPO!
 War on Sludge&KLQD:DWHUth$XJXVWYLHZHGth$SULOQHZVKR

 National Development and Reform Commission’s Notice on 12th)LYH<HDU3ODQIRU
Desalination Industry1DWLRQDO'HYHORSPHQWDQG5HIRUP&RPPLVVLRQth December,
 YLHZHG  th$SULO  ZZZQGUFJRYFQI]JJJ]KMEKKMMVM\[VK
WBKWPO!
,ELGYLHZHGth$SULO

FKLQDFRPKWPOBVKWPO!
'HZDWHULQJ LV RQH RI WKH FRUH SURFHVVHV RI VOXGJH WUHDWPHQW DQG WKH HIIHFW RI
GHZDWHULQJZLOOLPSDFWWKH¿QDOH[SHQVHDQGUHVXOWVRIVOXGJHGLVSRVDO
 8UJHQW ,QYHVWPHQW 1HHGHG IRU 7UHDWPHQW RI &KLQD¶V 6HZDJH 6OXGJH, China
Science Review th$SULO  YLHZHG th$SULO  FKLQDVFLHQFHUHYLHZ
FRPXUJHQWLQYHVWPHQWQHHGHGIRUWUHDWPHQWRIFKLQDVVHZDJHVOXGJH!
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the low tap water tariff in China are key obstacles that
keep investors and users away from unconventional

6OXGJHLVWKHVROLGRUVHPLVROLGPDWWHUSURGXFHGGXULQJ

wasted infrastructure and treatment facilities.  The

Concern

main reasons for improper plant operation are the
differences in sludge quality and management as well

Widespread soil and groundwater contamination poses
an imminent threat to the environment, food safety

as the lack of supervision and appraisal.

and the health of China’s population, and limits the
UHGHYHORSPHQWYDOXHRIEURZQ¿HOGVLWHV7KHUHJXODWRU\

Sludge contains a high content of toxic pollutants like
KHDY\PHWDOV'XHWRWKHODFNRIHI¿FLHQWVXSHUYLVLRQRI

framework is not mature enough to facilitate effective
PDQDJHPHQWDQGFOHDQXSRIFRQWDPLQDWHGVLWHV

Section Two: Horizontal Issues

chemical enterprises, heavy metal discharge often does
not meet national sludge treatment standards, resulting

Assessment

in sludge that contains a high concentration of heavy
metals. This has an adverse effect on sludge compost

3UHVVXUH IURP FOHDQXS DQG UHGHYHORSPHQW RI
contaminated sites (including decommissioned industrial

DQGIDUPLQJ/RFDOJRYHUQPHQWVLQ&KLQDQHHGWRDSSO\

facilities, legacy mining sites and impacted farmlands)

effective supervision standards to ensure the proper

for real estate development, along with health and food

treatment of sludge.

VDIHW\FRQFHUQVKDVOHGWRDVLJQL¿FDQWJURZWKRIWKH

utilisation of sludge means that it is impossible for
the Chinese Government to issue clear guidelines.

remediation industry in China in recent years. With the
$SULOUHOHDVHRIWKHAction Plan for Water Pollution
3UHYHQWLRQ DQG &OHDQXS  and another action plan
IRU VRLO WR EH SXEOLVKHG LQ ODWH  PRUH HIIRUWV DQG

6ROXWLRQV DUH FKRVHQ RQ D FDVHE\FDVH EDVLV ZKLFK

support at the national and local levels are anticipated

poses a burden to companies.

for soil and groundwater remediation in China.

Also, due to immature technology and the difficulty of

However, there are still a multitude of challenges for
most of the ongoing and planned remediation projects

The many different technical solutions for resourceful

integrating the sludge treatment and disposal industry
with the industry focused on the utilisation of treated
sludge as a resource, most sludge resource utilisation
projects—such as sludge compost and building material
UHXWLOLVDWLRQ SURMHFWV²DUH QRW VXFFHVVIXO LQ WKH HDUO\
stages.
Although some companies have the capability to
turn the sludge into a resource, it is difficult to find
companies to use this resource. This results in the
producer having to extend its own business line to
utilise the sludge that it produced, which places yet
another burden on the industry.
Recommendations
 (QKDQFH 5 ' RI VOXGJH GHZDWHULQJ WHFKQRORJ\ WR
further increase the sludge dewater rate.
 Include foreign experiences and technology to improve
local management of sludge digestion projects.
 Develop innovative technology to solve the problems of
KLJKKHDY\PHWDOFRQWHQWLQVOXGJH
 )LQGDSSURSULDWHVOXGJHGLVSRVDOWHFKQRORJ\VSHFL¿FWR
projects.

4. Develop a Comprehensive Regulatory
Framework for the Management of
Contaminated Land

implementable regulatory framework, relevant technical
standards and guidance. This usually results in
inadequate site characterisation, risk assessment, and
SRRUVHOHFWLRQDQGDSSOLFDWLRQRIWKHPRVWFRVWHIIHFWLYH
remedies.
Inexperienced site owners, developers and regulators
sometimes have unrealistic expectations of the
objective, cost and timeframe of remediation, which
makes it difficult for a remediation project to be
properly designed and implemented, particularly for
large, complex sites. In addition, risk management and
remediation implementation are seldom integrated into
the planning and redevelopment of contaminated sites
across China.
A clearer framework for the assignment of liabilities and
UHVSRQVLELOLWLHVIRUUHPHGLDWLRQZRUNDQGDULVNEDVHG
approach to assessing the required standards—as well
as the costs of reaching these—is required, together
with systematic monitoring and investigation of sites for
WKHVSHFL¿FDWLRQRIZRUNV7KHUHQHHGVWREHHIIHFWLYH
+HZLWW'XQFDQChina Announces Ambitious Plan to Clean Up its Water, Close Down
3ROOXWLQJ)DFWRULHV,QWHUQDWLRQDO%XVLQHVV7LPHVth$SULOYLHZHGth April,
ZZZLEWLPHVFRPFKLQDDQQRXQFHVDPELWLRXVSODQFOHDQLWVZDWHUFORVHGRZQ
SROOXWLQJIDFWRULHV!

,ELG
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in China, mainly due to the lack of a practical and
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RQVLWH WUHDWPHQW RI FRQWDPLQDWLRQ ZKLFK UHTXLUHV
the implementation of different technologies and a
minimisation of movement of hazardous material and
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contribute to carbon absorption at a rate of 6.6 tonnes
RIFDUERQSHUVTXDUHKHFWRPHWUH W&KP) for medium
DJHSODQWDWLRQVDQGW&KP for mature plantations.

dumping in new locations.
A majority of eucalyptus plantations in China are
In addition to the introduction and localisation of soil and
groundwater treatment technologies, the development

located in the southern provinces, where the landscape

of professional services in the planning and project
management stages, as well as the integration of

slopes, where soil is shallow and, therefore, might have
low water holdings.  Burning to clear the previous

multiple contractors is necessary to deliver solutions.
Experienced foreign professionals can provide related

vegetation before planting remains common practice,
which creates the risk of soil erosion and the loss of

WUDLQLQJ DQG NQRZKRZ DQG ZRUN ZLWK QDWLRQDO DQG

important nutrients, as ash is blown or washed away

local government regulators, and domestic Chinese

during rainy periods.

is hilly, and plantations are often located on steep

address this problem in the coming years.

Poor forest management practices lead to lower
productivity and, at the same time, might have a

the past, current and future land owners, will pay for

negative impact on stream water quantity, quality and
biodiversity. It is therefore important to further teach,
research and promote the correct usage of the terrain

FOHDQXS
 Enforce the use of risk assessment methods in the

and soil processes in order to achieve a more cost
effective and sustainable use of land.

Recommendations
 Clarify the liability chain of who, out of the polluter and

management of each contaminated site.
 Promote policies to integrate urban planning and
redevelopment strategies with the implementation of

One of the major concerns of communities living in

RQVLWHVRLODQGJURXQGZDWHUUHPHGLDWLRQ
 Encourage the involvement of international technology

impact that the fertiliser has on water reservoirs. Most
growers today apply high amounts of fertiliser based
RQSUHVFULSWLRQVGHYHORSHGLQWKHV While these

and service providers in the remediation and
redevelopment of contaminated sites.
 Conduct pilot projects in select regions to demonstrate
the application of proven site characterisation and
remediation technologies as well as innovative
planning, management and redevelopment strategies.

5. Improve Sustainable Forestry Management
Practices in China
Concern
Unsustainable forestry practices that can still be found
LQPDQ\SDUWVRI&KLQDFRQWULEXWHWRLQHI¿FLHQWODQGXVH
and sustain existing prejudices regarding the negative
impact of eucalyptus on groundwater resources.
Assessment
7RGD\ &KLQD KDV WKH ZRUOG¶V WKLUGODUJHVW HXFDO\SWXV
planation estate, estimated at over four million hectares
LQ7KHPDUNHWIRUHXFDO\SWXVZRRGLVYHU\VWURQJ
following the development of the rotary veneering and
plywood industries as well as the increasing use of
eucalyptus as pulpwood. Eucalyptus plantations also

close proximity to eucalyptus plantations is the potential

have been useful in the past, a lot has happened since
then and they may no longer be applicable in relation
to the developments that have been made with faster
growing and more resistant eucalyptus clones.
In order for eucalyptus plantations, and the forestry
industry in general, to reach their full potential there is
a need to move away from potentially unsustainable
management practices and increase investment
in promoting and researching sustainable forestry
practices. This will not only increase the productivity
of the forestry sector in China, it will also help address
existing prejudices regarding the negative impact of
eucalyptus to biodiversity and groundwater resources.
6XVWDLQDEO\PDQDJHG HXFDO\SWXV SODQWDWLRQV KDYH
significant environmental benefits over other forms of
land use, such as agriculture, given the longer rotation
lengths, sequestration of greenhouse gases and less
 +DUZRRG&( 1DPELDU(.66XVWDLQDEOH3ODQWDWLRQ)RUHVWU\LQ6RXWKHDVW$VLD,
$XVWUDOLDQ&HQWUHIRU,QWHUQDWLRQDO$JULFXOWXUDO5HVHDUFKth'HFHPEHUYLHZHG
th0D\KWWSDFLDUJRYDX¿OHVWUBBZHESGI!
 Ibid
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companies to develop the knowledge and capacity to

intensive management. Too often, plantation forestry is
unfairly discriminated against. In particular, eucalyptus
plantations are often frowned upon or, even worse,
legislated against in drinking water catchments. The
reality is that well managed plantations can either
maintain or enhance drinking water quality, and there is
no scientific justification for the banning of eucalyptus

Section Two: Horizontal Issues

plantations in water catchments.
Recommendations
 Increase investment into the research and promotion of
sustainable forest management practices in China.
 Promote the thinking that eucalyptus plantations can be
sustainably managed within drinking water catchments.
 Train local government authorities and law enforcement
DJHQFLHVWRXQGHUVWDQGWKHHQYLURQPHQWDOEHQH¿WVRI
eucalyptus plantations.
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Abbreviations
&1<



MEP
NDRC

&KLQHVH<XDQ
Ministry of Environmental Protection
National Development and Reform
Commission

5 '
W&KP



5HVHDUFKDQG'HYHORSPHQW
Tonne of carbon per square hectometre
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Finance and Taxation Working Group

Key Recommendations
1. Improve the Overall Legislative Process
 Conduct more public consultations prior to introducing new regulations that would have a
Section Two: Horizontal Issues

VLJQL¿FDQWLPSDFWRQUHVLGHQWDQGQRQUHVLGHQWWD[SD\HUVLQYROYLQJSURIHVVLRQDOWD[VSHFLDOLVWV
academics and industry experts, and allowing reasonable time to comment.
 Upgrade the major indirect tax rules to the highest level of legislation so that taxpayers can enjoy
more stability and certainty with respect to major tax treatment.
 Provide nationwide implementation regulations with a specific timeframe, when applicable, to
HQVXUH HQIRUFHPHQW DW WKH ORFDO OHYHO LV FRQVLVWHQWO\ LQ DFFRUGDQFH ZLWK FHQWUDOOHYHO ODZV DQG
regulations.
 Provide more lead time to taxpayers so that they can fully understand and prepare for the
LPSOHPHQWDWLRQRIVLJQL¿FDQWFKDQJHVWRWD[FRPSOLDQFHUHTXLUHPHQWV
 6HWXSDQHIIHFWLYHPHFKDQLVPWRKDUPRQLVHWKHDVVHVVPHQWWUHDWPHQWE\WKHWD[DXWKRULWLHVDQG
FXVWRPVDXWKRULWLHVLQWHUPVRIWUDQVIHUSULFLQJYDOXDWLRQSRVLWLRQLQUHODWLRQWRLPSRUWDFWLYLWLHV
 Provide information about the status of tax treaties being negotiated or ratified and important
FRXUWFDVHVRQWKHRI¿FLDO6WDWH$GPLQLVWUDWLRQIRU7D[DWLRQ 6$7 ZHEVLWHDVLVGRQHE\RWKHUWD[
authorities.
 (QVXUHDWLPHO\UDWL¿FDWLRQRIWD[WUHDWLHVZKLFKDUH¿QDOLVHGDQGVLJQHGE\ERWKSDUWLHV
 Provide a more comfortable and friendly environment for taxpayers to exercise their legal rights to
UDLVHDQ\WD[UHODWHGGLVSXWHVWRWKHFRXUWV

2. Modernise Corporate Restructuring Rules
 Explicitly include upstream, downstream and sidestream mergers of Chinese entities into the
VFRSHRIWD[QHXWUDOPHUJHUVLISUHFRQGLWLRQVDUHPHW
 ([SOLFLWO\ LQFOXGH WKH PHUJHU RI WZR IRUHLJQLQYHVWHG HQWHUSULVHV ),(V  XQGHU D IRUHLJQ
VKDUHKROGHULQWRWKHVFRSHRIWD[QHXWUDOPHUJHUVLISUHFRQGLWLRQVDUHPHW
 ([SDQG WKH VFRSH RI µFURVVERUGHU WUDQVDFWLRQV¶ WR FRYHU GLIIHUHQW W\SHV RI VKDUH WUDQVIHUV LI
preconditions are met.
 Allocate a clear division of responsibilities to the relevant authorities, combined with a clear
DGPLQLVWUDWLYHSURFHVVDQGGHDGOLQHVIRUWKHGHFLVLRQDQGIRUPDOQRWL¿FDWLRQRIWKHWD[SD\HU
 Provide more guidance as to how ‘proper commercial reasons’ shall be understood and assessed
in practice.

3. Set up an Advance Tax Ruling System at a Local Level in Order to Create
Certainty for Investors
 Establish an advance ruling system that is transparently administered by the SAT.
 (QVXUHORFDOWD[EXUHDXVUHYLHZDGYDQFHUXOLQJDSSOLFDWLRQV¿UVWEHIRUHUHIHUULQJWKHPWRWKH6$7
IRUD¿QDOUXOLQJDQGGHWHUPLQDWLRQWRHQVXUHWKDWWKH6$7 VUHVRXUFHVDUHQRWH[KDXVWHG
 Publish all rulings on the SAT's website providing a summary of the facts, the taxpayer's views,
WKH 6$7 V UXOLQJILQDO GHFLVLRQ DQG WKH OHJDO EDVLV DQG UHDVRQV IRU WKHLU FRQFOXVLRQ ZKLOH
protecting the taxpayer's information.
 (QVXUH WKDW ZKHQ WKH 6$7 LVVXHV DQ DGYDQFH UXOLQJ RYHU D WD[UHODWHG PDWWHU VXEPLWWHG E\ D
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taxpayer, all Chinese tax authorities abide by the ruling, with the tax ruling ceasing to be binding
in the event of a change in the law or if any material errors are discovered in the information upon
which the advance ruling was given.
 Allow both prospective and past transactions to fall within the scope of matters to be covered by
the advance ruling system.
 Provide tax rulings to taxpayers free of charge.
 Respond to taxpayers’ advance ruling requests within a specified timeframe depending on the
Section Two: Horizontal Issues

circumstances and urgency of the situation.

4. Issue Clear and Comprehensive Guidelines for the Implementation of
Permanent Establishment (PE) Taxation in China
 Issue a new circular to provide clear and comprehensive guidelines as to the implementation of, as
well as application procedures and required documentation pertaining to, PE tax regulations.

5. Update Consumption Tax Regulations
 Review the scope of consumption tax and update it according to economic growth and the
evolution of consumption habits.
 Exempt luxury consumer goods and items which are not harmful to the environment.
 Allow tax credit on consumption tax paid on raw materials.
 Review and balance the various tax rates among the different categories of goods to incentivise
new consumption habits.
 Harmonise the interpretation of consumption tax between tax authorities and customs authorities.
 Update taxation methods based on international best practices regarding taxpayers, taxing basis
and tax collection channels.

Introduction to the Working Group
The Finance and Taxation Working Group consists of
member firms from multinational companies (MNCs),

worthy of its economic status the reforms outlined in
this paper will play a key part in upgrading the country’s
business regulatory and legal environment in line with
international best practices.

international professional services firms and law firms
operating in China. The objective of the working group
is to engage in an effective dialogue with regulators
to develop a more workable, coherent and integrated
set of taxation, finance and accounting rules, in line
with international best practices. The working group's
UHFRPPHQGDWLRQVDUHQRWVHFWRUVSHFL¿FEXWUHSUHVHQW
the interests of all member companies of the European
Chamber.

Recent Developments
The Finance and Taxation Working Group was active
LQ%XVLQHVVWD[WRYDOXHDGGHGWD[ 9$7 UHIRUP
WKH9$73LORWRIIVKRUHLQGLUHFWHTXLW\WUDQVIHUUXOHVDQG
WKH7D[DWLRQ &ROOHFWLRQ$GPLQLVWUDWLRQ /DZ ZHUH DOO LQ
WKHVSRWOLJKW$V&KLQDZRUNVWREXLOGD¿QDQFLDOV\VWHP
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7KH EXVLQHVV WD[ WR 9$7 UHIRUP VKRXOG EH FRPSOHWHG
LQDVRULJLQDOO\SODQQHG7KLV\HDULVDNH\SHULRG
IRUH[SDQGLQJWKHVFRSHRIWKH9$73LORWWRDOOVHUYLFH
industries, including the hotel, financial services,
insurance and real estate industries. These sectors
will face challenges including business arrangements,
accounting treatments, upstream and downstream
administration, and system improvement.
,Q)HEUXDU\WKH6WDWH$GPLQLVWUDWLRQRI7D[DWLRQ
(SAT) released 3XEOLF 1RWLFH >@ 1R (Public
Notice 7) to supersede the current Chinese tax rules in
 3XEOLF1RWLFH>@1R (Public Notice 7 6WDWH$GPLQLVWUDWLRQRI7D[DWLRQrd
)HEUXDU\YLHZHGth-XQHKWWSZZZFKLQDWD[JRYFQQ
QFFRQWHQWKWPO!
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

:HZLOOSURPRWHWKHUHIRUPRIYDOXHDGGHG

5HIRUP RI 9$7 LV LQ SURJUHVV DQG VKRXOG UHDFK

tax, and simplify tax rates appropriately.

FRPSOHWLRQLQ7KHWD[UDWHKDVEHHQVLPSOL¿HG

We will establish an individual income
tax system in which taxable income
is defined in both comprehensive and
categorised ways.

Consumption tax reform has taken the first step by
extending the taxable scope to paint and coatings,
which are energy intensive and create large volumes of

Section Two: Horizontal Issues

We will adjust the collection scope,
procedures and rates of consumption
tax, and impose this tax on products that
consume too much energy and cause
VHULRXVSROOXWLRQDVZHOODVVRPHKLJKHQG
consumer goods.

Status

pollution.

No notable developments.

Insufficient progress. The European Chamber
All preferential tax policies will be made
clear in taxation laws and regulations.

recommends the overall improvement of the legislative
process with regard to the tax system in order to satisfy
this promise.

We will improve the regulatory mechanism
of income redistribution mainly by the
means of taxation, social security and
transfer payment and enhance the

No notable developments.

regulatory role of taxation.
Adjustments made to the resource tax based on a
QHZO\LVVXHGWD[FLUFXODUFDPHLQWRHIIHFWIURPst May,
 7KH UHYLVHG UHVRXUFH WD[ FRYHUV UDUH HDUWK
We will accelerate resource tax reform
and change the current environmental

tungsten and molybdenum, including raw ore and the
concentrate processed from mining ores, and is levied

protection fee into an environment tax.

on the basis of value rather than volume.
The draft of the environment tax has been released for
public comments.
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China tax net wider to capture not only offshore indirect
equity transfer transactions addressed under Circular
  but also transactions involving the transfer of
immovable property in China, and assets held by a
foreign entity’s establishment through offshore transfer
using a foreign intermediate holding company. Public
Notice 7 presents a totally different tax landscape for
foreign investors with a foreign intermediate holding
company structure holding Chinese taxable properties.
2Qth-DQXDU\WKH/HJLVODWLYH$IIDLUV2I¿FHRIWKH
 &LUFXODU  6WDWH$GPLQLVWUDWLRQ RI7D[DWLRQ th 'HFHPEHU  YLHZHG
 th  -XQH  KWWSZZZFKLQDDFFFRPQHZBBBBB
ZDVKWPO!
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&ROOHFWLRQ$GPLQLVWUDWLRQ /DZ 7&$/  WKH Discussion
Draft)  for public comment. The Discussion Draft
PDGH FRQVLGHUDEOH FKDQJHV WR WKH SUHYLRXV 7&$/ 
including key changes in terms of late payment interest,
statute of limitation and additional obligations for
information disclosure. The Discussion Draft achieves
exciting breakthroughs in some crucial areas such
as the introduction of an advance ruling mechanism,
improving the mechanism for resolving tax disputes
 'LVFXVVLRQ 'UDIW RI 7D[DWLRQ &ROOHFWLRQ$GPLQLVWUDWLRQ /DZ 7&$/  WKH 6WDWH
&RXQFLO  th -DQXDU\  YLHZHG  th -XQH   KWWSZZZJRYFQ
[LQZHQFRQWHQWBKWP!
 7D[DWLRQ&ROOHFWLRQ$GPLQLVWUDWLRQ/DZ1DWLRQDO3HRSOH V&RQJUHVV 13& th
$SULO  YLHZHG th -XQH  KWWSZZZJRYFQEDQVKL
FRQWHQWBKWP!
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and enhancing consistency with other relevant laws. In
particular, the government has demonstrated its intent
to strengthen the protection of taxpayers’ rights. These

domestic enterprises.

changes are welcomed by the member companies of

This includes the release of *XRVKXLID >@ 1R 
(*XLGHOLQHVRQ5HSOLHVWR6SHFL¿F7D[0DWWHUV)RQth

the European Chamber.

)HEUXDU\7KLVUHJXODWLRQSURYLGHVJXLGHOLQHVRQ

Section Two: Horizontal Issues

LQWHUQDOSURFHGXUHVIRUWD[RI¿FHVRQKRZWRGHDOZLWK
The SAT plans to improve its international taxation

UHSOLHVRQVSHFL¿FWD[PDWWHUVZKLFKDLPVWRLQFUHDVH

policies and modernise its international taxation

the transparency and standardisation of tax officials’

V\VWHP LQ OLQH ZLWK WKH * WD[ UHIRUPV (FRQRPLF

replies to taxpayers. A more recent example of the
SAT’s efforts in improving the tax legislation process is

globalisation is contributing to increased competition
among jurisdictions surrounding the internationalisation

the introduction of the public consultation prior to the

China is facing increased pressure from both inbound

7D[DWLRQ &ROOHFWLRQ$GPLQLVWUDWLRQ /DZ DPHQGPHQW 6
It provides opportunities for stakeholders to raise

and outbound investment entities to liberalise their

their concerns and constructive recommendations

international tax administrative environment.

and will serve to enhance the enforcement of the new

of tax sources and the protection of taxing rights.

7D[$GPLQLVWUDWLRQ /DZ7KH ZRUNLQJ JURXS KDV DOVR
made by the authorities in promulgating new regulations

seen other examples of the SAT’s efforts to simplify
the tax administration process and reduce taxpayers’

and reinforcing tax administration. However, there have

compliance costs.

been a number of practical and administrative issues
surrounding these legislative efforts. In light of this, the

7KHVHPHDVXUHVKDYHERRVWHGFRPSDQLHV¶FRQ¿GHQFH

working group offers constructive recommendations in

in the Chinese Government to provide a more

a bid to help provide a favourable tax environment for
IRUHLJQLQYHVWHGDQGGRPHVWLFHQWHUSULVHV

internationally competitive tax environment in China.

The working group appreciates the continuous efforts

However, a number of areas of concern remain

Key Recommendations

regarding the continuous improvement of the overall
OHJLVODWLYHSURFHVVLQ&KLQD

1. Improve the Overall Legislative Process
a. Clarify the taxation of foreign-invested partnerships
Concern
Companies were given tight deadlines or unclear
instructions on how to comply with important changes
in tax regulations that were implemented recently, and
there is a concern over inconsistent interpretations of
these regulations by different provincial tax authorities.
Assessment
Generally, higher compliance rates for important new
UHJXODWLRQVZLOORQO\KDSSHQLI
 stakeholders are fully consulted prior to the
introduction of the regulations;
 issuance of the final regulations, including detailed
implementation rules, is carried out in a timely
manner; and
 these regulations are interpreted and implemented
consistently nationwide.
The Finance and Taxation Working Group appreciate
the SAT's efforts to modernise the taxation regulatory
framework and harmonise rules for foreign and
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(FIPs)
The relevance of this topic has been stated in previous
years' position papers.
The Chinese State Council released the Administrative
0HDVXUHV IRU )RUHLJQ &RUSRUDWLRQV DQG ,QGLYLGXDOV
to Establish Partnerships in China (Measures)  on
 th  1RYHPEHU  7KH Measures set forth the
administrative rules and procedures for foreign
investors establishing partnerships in China, effective
IURP  st 0DUFK $OWKRXJK WKH Measures have
left all rules in relation to finance, accounting, foreign
exchange, customs—and especially taxation—to be
dealt with by the relevant departments, no circulars or
 *XLGHOLQHV RQ 5HSOLHV WR 6SHFLILF 7D[ 0DWWHUV, State Administration of
7D[DWLRQ th )HEUXDU\  YLHZHG th -XQH  KWWSZZZVKXLFQ
DUWLFOHKWPO!
6 'LVFXVVLRQ'UDIWRI7D[DWLRQ&ROOHFWLRQ$GPLQLVWUDWLRQ/DZ 7&$/  Discussion
Draft 6WDWH&RXQFLOth-DQXDU\YLHZHGth-XQHKWWSZZZ
JRYFQ[LQZHQFRQWHQWBKWP!
 $GPLQLVWUDWLYH0HDVXUHVIRU)RUHLJQ&RUSRUDWLRQVDQG,QGLYLGXDOVWR(VWDEOLVK
Partnerships in China 6WDWH &RXQFLO th 1RYHPEHU  YLHZHG th June,
KWWSZZZJRYFQÀIJFRQWHQWBKWP!
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guidelines clarifying uncertain issues have been issued

7D[DWLRQ &ROOHFWLRQ$GPLQLVWUDWLRQ /DZ  As the tax

in the interim period, creating significant uncertainties
for foreign investors.

ODZV DUH XVXDOO\ TXLWH JHQHUDO DQG RQO\ SURYLGH KLJK
level principles, public consultations are expected to
cover detailed implementation rules or tax circulars that
usually provide more important details that may have a

is still no guidance on taxation. Thus, investors have
to rely on local authorities’ practice, which creates

VLJQL¿FDQWLPSDFWRQWKHWD[SD\HUV

considerable uncertainty with regard to their tax

d. Indirect tax legislation

position.

Currently, the collection of major indirect taxes (e.g.

E8QUDWL¿HG'RXEOH7D[$JUHHPHQW '7$

9$7DQGFRQVXPSWLRQWD[ LQ&KLQDLVVWLOOEDVHGRQWKH
relevant provisional rules issued by the State Council.

At present, the DTA with Germany, which was signed
LQHDUO\LVVWLOOSHQGLQJUDWL¿FDWLRQ

In recent years, as part of the indirect tax reform, the
government frequently introduced regulatory changes
WRWKH9$7DQGFRQVXPSWLRQWD[UHJLPH,QVRPHFDVHV

Pending ratification of DTAs creates uncertainty for

the regulatory changes were not systematic and clearly

investors, both for inbound foreign investment into

GH¿QHG

China and for Chinese outbound investment. It would
therefore be helpful to accelerate the ratification

6LQFH9$7DQGFRQVXPSWLRQWD[DUHZLWKLQWKHWRSIRXU

process.

tax types by value levied in China, it is suggested the

c. Public consultation

9$7DQGFRQVXPSWLRQWD[UXOHVVKRXOGEHXSJUDGHGWR
the highest level of legislation (i.e. tax laws legislated by

Some of the issues usually seen in the implementation

the National People’s Congress (NPC)). This would help

of new regulations are caused by the asymmetry
RI LQIRUPDWLRQ DYDLODEOH WR WKH SROLF\PDNHUV DQG WR

to make the indirect tax regime more mature and stable,
which would provide more certainty for the industry

the public. Such issues may be prevented by, prior
to the introduction of new regulations, conducting

and taxpayers when planning their economic activities.
As the State Council is the administrative authority

proper public consultations with relevant stakeholders

responsible for tax collection, upgrading the tax rules

including industry experts, academic specialists and
professional tax advisers who, through their working

into congressional laws would also be helpful for
establishing fair tax treatment, governing administrative

knowledge of industry issues, may assist in the drafting

power and protecting the rights and interests of the

of new regulations that are more transparent and
implementable.

taxpayers.
e. Disharmony between the transfer pricing and

Furthermore, important court cases and information
regarding the ratification process of tax treaties

customs valuation assessments
Currently, if either the China tax authorities or customs

should be published on the SAT’s website to improve
transparency.

carry out an assessment of a taxpayer ’s import
transactions with related parties, the other authority is
not obliged to make a corresponding adjustment (i.e.

As mentioned above, the government has made
encouraging progress in this regard by introducing

refund) of customs duties or corporate tax. This has
resulted in double taxation.

public consultations when making or amending
significant tax laws such as the Corporate Income
7D[ /DZ  WKH ,QGLYLGXDO ,QFRPH 7D[ /DZ  and the

7KLVLVVXHPD\EHSUHYHQWHGRUVROYHGWKURXJK WKH
implementation an effective mechanism to allow the

 Agreement Between the People’s Republic of China and the Federal Republic

exchange of information between the tax authorities and
WKHFXVWRPVDXWKRULWLHVZKHQDVVHVVLQJFHUWDLQLPSRUW
UHODWHG WUDQVIHU SULFLQJ RU YDOXDWLRQ FDVHV DQG   WKH

of Germany for the Avoidance of Double Taxation and the Prevention of Fiscal
(YDVLRQ ZLWK 5HVSHFW WR7D[HV RQ ,QFRPH DQG RQ &DSLWDO  th 0DUFK 
YLHZHG  th  -XQH  KWWSZZZFKLQDWD[JRYFQQQ
FSDUWSGI!
 &RUSRUDWH,QFRPH7D[/DZ1DWLRQDO3HRSOH V&RQJUHVV 0DUFKYLHZHG
th-XQHKWWSZZZJRYFQÀIJFRQWHQWBKWP!
 ,QGLYLGXDO,QFRPH7D[/DZ1DWLRQDO3HRSOH V&RQJUHVVth-XQHYLHZHG
th-XQHKWWSZZZJRYFQÀIJFRQWHQWBKWP!

creation of a Pricing Adjustment Decision Committee—

th

 7D[DWLRQ &ROOHFWLRQ$GPLQLVWUDWLRQ /DZ 1DWLRQDO 3HRSOH V &RQJUHVV  th
$SULO  YLHZHG  th -XQH  KWWSZZZJRYFQEDQVKL
FRQWHQWBKWP!
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While a number of FIPs are already established, there

Section Two: Horizontal Issues

jointly established by the tax and customs authorities—

enforcement at the local level is consistently in

to which the taxpayers can make an appeal or ask for
rulings where transfer prices and customs value in a

DFFRUGDQFHZLWKFHQWUDOOHYHOODZVDQGUHJXODWLRQV
 Provide more lead time to taxpayers so that they can

related party transaction are determined differently.

fully understand and prepare for the implementation

f. Tax litigation

of significant changes to tax compliance
requirements.

Currently, in the event of a tax dispute with the tax

 Set up an effective mechanism to harmonise the

authorities regarding tax treatment, a taxpayer must

DVVHVVPHQWWUHDWPHQW E\ WKH WD[ DXWKRULWLHV DQG

first pay the tax (including late payment interest) and

FXVWRPV DXWKRULWLHV LQ WHUPV RI WUDQVIHU SULFLQJ 
valuation position in relation to import activities.

a penalty in accordance with the decisions made
by the tax authorities. Only then may they apply

 Provide information about the status of tax treaties

for an administrative review. Taxpayers may lodge

being negotiated or ratified and important court

administrative litigation before people's courts if they
DUHGLVVDWLV¿HGZLWKWKHGHFLVLRQVRIDQDGPLQLVWUDWLYH

FDVHVRQWKHRI¿FLDO6WDWH$GPLQLVWUDWLRQIRU7D[DWLRQ
(SAT) website as is done by other tax authorities.

review. However, in practice, taxpayers rarely win

 (QVXUHDWLPHO\UDWL¿FDWLRQRIWD[WUHDWLHVZKLFKDUH

the litigation when the dispute surrounds the tax

¿QDOLVHGDQGVLJQHGE\ERWKSDUWLHV

treatment itself as opposed to the tax administration

 Provide a more comfortable and friendly environment

process. This is mainly because the people’s courts

for taxpayers to exercise their legal rights to raise

lack technical expertise in taxation theories or tax

DQ\WD[UHODWHGGLVSXWHVWRWKHFRXUWV

regulations issues. Instead, they must rely on the
arguments of the tax authorities when judging tax

2. Modernise Corporate Restructuring Rules

treatment. As a result, taxpayers are discouraged from
using litigation as a means of protecting their interests.
This has the additional negative effect of giving China

Concern
7D[QHXWUDO LQWUDJURXS UHVWUXFWXULQJ WUDQVDFWLRQV IRU

an international reputation of having no effective tax
litigation mechanism.

proper business reasons, such as mergers, splits, asset
and share transfers, are subject to tight restrictions,
which prevents the formation of efficient corporate

The issue may be resolved by setting up special
tax courts in certain locations with independent tax

VWUXFWXUHVDQGWKHPD[LPLVDWLRQRIWD[DEOHSUR¿WV

professionals designated as the judges so that tax

Assessment

lawsuits between taxpayers and the authorities can be
handled in a more professional and fair manner. It is

a. Scope of tax neutral restructurings

important to encourage tax courts to protect the legal
rights and interests of taxpayers and supervise the tax
authorities’ administrative power, in order to improve the

&DLVKXL>@1R (&LUFXODU) and &DLVKXL>@
1R  (&LUFXODU ) stipulate a specified number
of restructuring scenarios, such as mergers, splits,

global reputation of the Chinese tax system.

and asset and share transfers within the group, where
tax neutrality can be achieved. The scenarios given

Recommendations

in both circulars focus largely on transactions within

 C o n d u c t m o r e p u b l i c c o n s u l t a t i o n s p r i o r t o
introducing new regulations that would have a

China, whereas overseas transactions mainly consist of
transfers of Chinese shares by overseas shareholders
WRGLUHFWVXEVLGLDULHV

VLJQLILFDQW LPSDFW RQ UHVLGHQW DQG QRQUHVLGHQW
taxpayers, involving professional tax specialists,
academics and industry experts, and allowing

 W i t h r e f e r e n c e t o & L U F X O D U    , m e r g e r s a r e

reasonable time to comment.
 Upgrade the major indirect tax rules to the highest
level of legislation so that taxpayers can enjoy more

sometimes interpreted as mergers of a Chinese
entity into another Chinese entity where both are

stability and certainty with respect to major tax
treatment.

 &DLVKXL >@ 1R  0LQLVWU\ RI )LQDQFH  th  $SULO  YLHZHG
 th  -XQH  KWWSZZZFKLQDDFFFRPQHZBBBBB

 Provide nationwide implementation regulations with
a specific timeframe, when applicable, to ensure
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-XQH  KWWSZZZFKLQDWD[JRYFQQQFFRQWHQW
KWPO!
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b. Implementation of tax neutral restructurings

of parent companies into their subsidiaries
(downstream), subsidiaries into their parent

With regard to implementation, taxpayers in China often
feel uncertainty over whether or not their restructuring
FDVHZRXOGUHFHLYHDSSURYDOIRUWD[QHXWUDOWUHDWPHQW
even if all technical requirements for tax neutrality as
per &LUFXODU  are met. As a result, taxpayers may
shy away from the transaction, in particular when
VLJQL¿FDQWYDOXHVDQGSRWHQWLDOWD[FRVWVDUHLQYROYHG
The main reasons for this uncertainty are differing local
interpretations of the same national regulations and a
lack of clear and detailed technical guidance issued by
WKHQDWLRQDOUHJXODWRU

companies (upstream) or between entities within
the same company group but with different direct
shareholders (sidestream) are sometimes excluded
IURPWD[QHXWUDOWUHDWPHQWDFFRUGLQJWR&LUFXODU,
by way of interpretation. Given these merger options
may also serve proper commercial reasons, there is
no reason in principle why they should be excluded
IURP WD[QHXWUDO WUHDWPHQW7KHUHIRUH DQ LPSURYHG
regulation should clearly include the aforementioned
scenarios in its scope for tax neutral treatment if the
standard preconditions are met.
 6LGHVWUHDPPHUJHUVRIDIRUHLJQLQYHVWHGHQWHUSULVH
(FIE) to its direct sister company within China (both
directly owned by the same overseas shareholder)
PD\IDFHWKHFKDOOHQJHWKDWWKHPHUJHULVTXDOL¿HG
DV D FURVVERUGHU WUDQVDFWLRQ GXH WR WKH IDFW WKDW
shareholder of both entities is foreign. Accordingly,
WD[QHXWUDO WUHDWPHQW EDVHG RQ &LUFXODU  is not
DSSOLFDEOH EHFDXVH WKH DOORZDEOH FDVHV IRU FURVV
border transactions defined within it do not cover
mergers unless there is a proper commercial reason
for the merger. Therefore, an improved regulation
should either clearly qualify this merger as ‘domestic’,
RUH[SDQGWKHVFRSHRIµFURVVERUGHUWUDQVDFWLRQV¶WR
cover all kinds of mergers.
 ,QWUDJURXS UHVWUXFWXULQJV RI RYHUVHDV HQWLWLHV
through mergers, splits or liquidations, which are
FRQGXFWHG RYHUVHDV LQ D WD[QHXWUDO ZD\ GXH WR
proper commercial reasons, may lead to a nominal
change of shareholder for a Chinese subsidiary.
This change of shareholder may be viewed as a
share transfer in China, yet it does not fulfil the
WLJKW &KLQHVH SUHFRQGLWLRQV IRU WD[QHXWUDO JURXS
restructuring. This can be because the merger
RU WUDQVIHU LV QRW GRZQVWUHDP WRZDUGV D  SHU
cent direct subsidiary but is in fact upstream or
sidestream. As a result, the overseas restructuring
may result in the same tax burden as a traditional
share transfer between two entities, which in effect
GLVFRXUDJHVWKHQHFHVVDU\LQWHUJURXSUHVWUXFWXULQJ
An improved regulation should expand the scope of
µFURVVERUGHUWUDQVDFWLRQV¶WRLQFOXGHVXFKRYHUVHDV
transactions accordingly.

 While mergers within the jurisdiction of a single tax
authority may be possible with a reasonable level
of administrative effort by the companies involved,
mergers across district or province borders often
fall under the jurisdiction of multiple authorities.
This results in an administrative burden that is
prohibitive to the companies involved. Applications
IRU WD[QHXWUDO WUHDWPHQW PD\ QRW EH SURSHUO\
processed and approval may not be confirmed by
WKHSURYLQFLDOOHYHOWD[DXWKRULWLHVLQFKDUJHEHFDXVH
of a conflicting understanding of responsibilities. In
practice, merger transactions often get stuck at this
stage. Therefore, an improved regulation should
allocate clear responsibilities for the tax authorities
involved, combined with a clear administrative
process including deadlines for the decision and
IRUPDOQRWL¿FDWLRQRIWKHWD[SD\HU
 0HUJHUVRISUR¿WDEOHHQWLWLHVLQWRORVVPDNLQJHQWLWLHV
may face the challenge that the merger would lack
a proper commercial reason given that the netting
RISUR¿WVRIWKHSUR¿WDEOHHQWLW\DJDLQVWWKHORVVHVRI
WKHORVVPDNLQJHQWLW\FUHDWHVDUHGXFWLRQRIRYHUDOO
WD[ OLDELOLW\ LQ &KLQD$V D FRQVHTXHQFH D WD[
neutral merger may not be realised. This scenario
doesn’t take into account the fact that a potential
WD[EHQH¿WPD\QRWEHWKHRQO\FULWHULDWRDVVHVVWKH
precondition of ‘proper commercial reasons’ for a
transaction. Therefore, to provide more guidance to
taxpayers and tax authorities, an improved regulation
should clearly define the meaning of ‘proper
commercial reasons’ and how it is assessed in actual
situations, similar to what has been provided in the
SAT’s 3XEOLF 1RWLFH >@ 1R   with regard to
indirect transfers.
 3XEOLF 1RWLFH >@ 1R  6$7 rd )HEUXDU\  YLHZHG th -XQH 
KWWSZZZFKLQDWD[JRYFQQQQQF
FRQWHQWKWPO!
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wholly owned by the same shareholder. Mergers

Recommendations
 Explicitly include upstream, downstream and
sidestream mergers of Chinese entities into the
VFRSH RI WD[QHXWUDO PHUJHUV LI SUHFRQGLWLRQV DUH
met.
 Explicitly include the merger of two FIEs under a
IRUHLJQ VKDUHKROGHU LQWR WKH VFRSH RI WD[QHXWUDO
mergers if preconditions are met.
Section Two: Horizontal Issues

 ([SDQG WKH VFRSH RI µFURVVERUGHU WUDQVDFWLRQV¶
to cover different types of share transfers if
preconditions are met.
 Allocate a clear division of responsibilities to

be applied to their related party transactions for future
years, in accordance with the ‘arm’s length’ principle.
The working group also appreciates the SAT's efforts
in providing a framework through which taxpayers may
enter into tax compliance agreements (TCAs) with the
tax authorities, which has modernised the nature of the
relationship between taxpayers and tax authorities and
has allowed taxpayers to receive enhanced services so
they can better manage tax risks.
However, an advance ruling system is an important

the relevant authorities, combined with a clear

step in further modernising and developing the Chinese
tax system, both for the benefit of taxpayers and tax

administrative process and deadlines for the decision

authorities.

DQGIRUPDOQRWL¿FDWLRQRIWKHWD[SD\HU
 Provide more guidance as to how ‘proper commercial

An advance ruling is a tax authority's interpretation of

reasons’ shall be understood and assessed in

how the tax laws should be applied to a given set of

practice.

facts submitted by a taxpayer. A tax ruling is addressed
to a taxpayer and is intended to have the same legal

3. Set up an Advance Tax Ruling System in
Order to Create Certainty for Investors

force as tax circulars. The advance ruling is generally
issued by the highest tax authority in the jurisdiction (i.e.
the SAT) and is binding over all other tax authorities.

Concern
Due to the considerable scope for uncertainties over

The most significant benefit that an advance ruling

China's tax laws, there is a clear need for an advance
tax ruling system and to provide enhanced taxpayer

system will provide taxpayers is certainty regarding
the tax consequences of particular transactions so that

services, such as guiding taxpayers to comply with tax

decisions can be made with the knowledge of their full

regulations on their own, helping taxpayers to manage
tax risks, and providing taxpayers with more customised

costs.

assistance.

&HUWDLQW\LVSDUWLFXODUO\GLI¿FXOWWRDFKLHYHLQ&KLQDGXH

Assessment

WRDQXPEHURIUHDVRQV
 Tax regulations in China are relatively light on

The introduction by China of a system of advance
rulings would benefit both taxpayers and the tax
authorities. The opportunity to obtain advance

substantive detail and sometimes general in their
application. The tax regulations are supplemented
E\ D QXPEHU RI TXDVLOHJLVODWLYH PDWHULDOV VXFK DV

rulings is seen as a key component of facilitating the
management of tax risks and enhanced voluntary
compliance. Taxpayers would benefit by obtaining

circulars, which are often basic in their operation and
can be readily replaced and updated. In some cases
GLIIHUHQWFLUFXODUVFRQÀLFWZLWKRQHDQRWKHU

certainty before entering into transactions and the
tax authority would benefit from enhanced levels of

 Tax administration in China is still in a developmental
phase. Businesses can encounter challenges due

voluntary compliance by taxpayers.
The working group appreciates the SAT’s efforts to

to inconsistencies in decisions made by different
tax officials on the same issue, as well as a
misunderstanding of complex transactions. While the

modernise the taxation and regulatory framework
and to provide more enhanced taxpayer services.
This includes providing companies with the ability—

SAT has made enormous progress in a short period

via China's Advance Pricing Arrangement system—to
apply in advance to negotiate and reach an agreement

 There is a lack of case law and so it is not possible
WRORRNWRWKLVIRUFODUL¿FDWLRQRIKRZFHUWDLQWD[ODZV

with the tax authorities in respect of the transfer pricing
methods and corresponding calculation methods to
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For companies doing business in China, a combination

including Australia, Canada, France, Germany and

of the above factors can create a tax environment which
is difficult to manage and has unacceptable levels of

the United States (US), have implemented advance

risk. A large volume of surveys on tax risk management
regularly highlight the fact that the primary objective for

ruling systems.:LWKUHVSHFWWRQRQ2(&'FRXQWULHV
 RXW RI WKH  PDMRU QRQ2(&' FRXQWULHV VXFK
as Singapore, South Africa and Argentina, have also

businesses in managing tax risks is to limit unwelcome
tax surprises. In addition to this, according to the
European Chamber’s Business Confidence Survey
2015,SHUFHQWRI(XURSHDQEXVLQHVVHVVXUYH\HG

adopted some form of advance ruling system.

VWDWHGWKDW&KLQD VGLI¿FXOWUHJXODWRU\HQYLURQPHQWKDG
a strong or average impact on their net profit margin.

sufficient resources available to establish and

The Finance and Taxation Working Group appreciates
that the SAT may be concerned that it will not have
administer an advance ruling programme. However,
in practice, the resources required should not be too

H[SUHVVHGDQRSWLPLVWLFRXWORRNLQWHUPVRISUR¿WDELOLW\

dissimilar from the amount currently being used by the

$VWRXFKHGRQE\/L.HTLDQJGXULQJWKH)RXUWK3OHQXP

&KLQDWD[DXWKRULWLHVLQWKHWUDGLWLRQDO DXGLWDGMXVWPHQW
penalty' approach.

it is important that China's regulatory environment is
simplified so that business confidence is restored.
Should the framework for managing tax risks in China
develop in such a way that facilitates and encourages
effective control over tax risks, this will be a positive
step towards making China's legal and regulatory
environment simpler and easier for foreign companies

Under the traditional approach, a taxpayer generally
files a tax return and then, based on the facts and
circumstances, the tax authority may decide to perform
an audit. If the tax authority believes the position
adopted by the taxpayer to be incorrect and not in

to comply with. These measures are in line with the

accordance with the current laws and regulations, an
adjustment will be required and any penalties resulting

government’s commitment to simplify the legal and

from the incorrect position taken will also be imposed.

regulatory environment across all areas, as outlined in
WKH)RXUWK3OHQXPLQ2FWREHU

Therefore the time and resources spent by both the
taxpayer and tax authority throughout this traditional
SURFHVVFDQEHVLJQL¿FDQW

From the tax authorities’ perspective, an advance
ruling system would provide a number of benefits –
primarily enhanced tax compliance and improved tax
administration. An advance ruling system could also
foster a good working relationship between the tax
authorities and taxpayers and provide tax authorities
with an opportunity to preview the type of transactions
taxpayers are contemplating, which would allow early
detection of taxpayers' issues in applying laws as well
as exposing defects and unintended consequences in
legislation.

However, if an advance ruling system was introduced
that allowed taxpayers to disclose to the tax authority
details of a transaction as well as their understanding
RIWKHDVVRFLDWHGWD[WUHDWPHQWIRUFRQ¿UPDWLRQE\WKH
tax authority before the transaction was undertaken, the
time and resources involved would not be too dissimilar
to the traditional approach described above. This new
approach would also allow the tax authority to work with
taxpayers on a transparent basis to solve problems, and
would further encourage taxpayers to disclose material
transactions voluntarily.

,QDGGLWLRQWRWKHEHQH¿WVIURPERWKWKHWD[SD\HUV¶DQG
tax authorities' perspectives, support for the introduction
of an advance ruling system in China can be obtained
by observing how widespread this type of system is
used internationally. According to statistics released
by the Organisation for Economic Cooperation and
'HYHORSPHQW 2(&'   RXW RI  2(&' FRXQWULHV
 European Business in China Business Confidence Survey 2015, European
8QLRQ&KDPEHURI&RPPHUFHLQ&KLQDth-XQHYLHZHGth-XQH
KWWSZZZHXURSHDQFKDPEHUFRPFQHQSXEOLFDWLRQVDUFKLYH%XVLQHVVB
&RQ¿GHQFHB6XUYH\B!

The advance ruling system could also be designed
in such a way to minimise the amount of resources
UHTXLUHGIRULWWRIXQFWLRQHI¿FLHQWO\DQGHIIHFWLYHO\7KDW
said, if the advance ruling could be granted at the SAT
level, it would be helpful to ensure consistency and a
binding effect of the ruling throughout all regions. In
addition, the ruling may also be helpful for the SAT
 7D[$GPLQLVWUDWLRQLQ2(&'DQG6HOHFWHG1RQ2(&'&RXQWULHV&RPSDUDWLYH
,QIRUPDWLRQ 6HULHV  2(&' th -DQXDU\  YLHZHG th -XQH 
KWWSZZZRHFGRUJFWSDGPLQLVWUDWLRQ&,6SGI!
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$VDUHVXOWRQO\SHUFHQWRIWKHVXUYH\HGFRPSDQLHV

WR VWXG\ DQG GHYLVH QHZ SROLFLHV IRU QHZ VLWXDWLRQV

 Respond to taxpayers’ advance ruling requests

cases which could apply to all taxpayers, which could
also further relieve SAT's administrative resources.

within a specified timeframe depending on the
circumstances and urgency of the situation.

Therefore, the following should help the ruling to
IXQFWLRQPRUHHI¿FLHQWO\DQGHIIHFWLYHO\
 $XWKRULWLHVDWWKHSURYLQFLDOOHYHOQHHGWRXQGHUVWDQG

4. Issue Comprehensive Guidelines for the
Implementation of Permanent Establishment
(PE) Taxation in China

and examine the fact patterns and provide
Section Two: Horizontal Issues

recommendations to the SAT in terms of the application

Concern

of policy; and then
  5HOHYDQW 6$7 IXQFWLRQDO GHSDUWPHQWV VKRXOG VWXG\

$VDQRQUHVLGHQWFRQVWLWXWHVD3(LQ&KLQDWKHQRQ
resident would need to establish accounting books

the application of existing policies or offer a ‘new’ tax

to calculate Enterprise Income Tax on the profits

treatment to the case under examination and, where
necessary, the SAT could devise a totally new policy

attributable to it in order to apply the actual profit

by itself, jointly with Ministry of Finance (MOF) or

method, or they must alternatively apply the deemed
SUR¿WPHWKRG

even passing a new law via the NPC.
Further, to avoid duplication of existing processes,
the SAT could decline to issue rulings on transactions

Assessment
In practice, most PEs will be deemed a profit rate
on the gross income derived to calculate its ‘taxable

which are already the subject of an audit, which involve
questions of fact, contain issues already directly covered
by existing circulars or are not material in amount. This

income’. While this approach is practical and simple
to compute the ‘taxable income’ of the PE, it assumes

would ensure that the SAT's resources are dedicated to
UHVROYLQJUHDOLVVXHVRILQWHUSUHWLYHGLI¿FXOW\DQGFDVHV

which is therefore subject to tax; in some other cases

where the tax amounts of transactions are significant
and material.

PE, applying the same approach would not be equitable
to the taxpayer. Under such circumstances, the actual

that the PE did indeed make actual taxable income
where there is no actual taxable income made by the

profit method can be used as available under the
Recommendations
 E s t a b l i s h a n a d v a n c e r u l i n g s y s t e m t h a t i s
transparently administered by the SAT.
 Ensure local tax bureaus review advance ruling
DSSOLFDWLRQV¿UVWEHIRUHUHIHUULQJWKHPWRWKH6$7IRU
a final ruling and determination, to ensure that the
SAT's resources are not exhausted.
 Publish all rulings on the SAT's website providing a
summary of the facts, the taxpayer's views, the SAT's
UXOLQJ¿QDOGHFLVLRQDQGWKHOHJDOEDVLVDQGUHDVRQV
for their conclusion, while protecting the taxpayer's
information.
 Ensure that when the SAT issues an advance ruling
RYHU D WD[UHODWHG PDWWHU VXEPLWWHG E\ D WD[SD\HU
all Chinese tax authorities abide by the ruling, with
the tax ruling ceasing to be binding in the event

regulations. However, the actual profit method only
provides general principles without further elaboration
on detailed implementation guidance in terms of the
application procedures and required documentation.
$VVXFKLWLVGLI¿FXOWIRUQRQUHVLGHQWWD[SD\HUVWRUHO\
on the rules to compute their PE income attributed on
DQDFWXDOEDVLV)XUWKHUPRUHLWPD\DOVREHGLI¿FXOWWR
persuade local tax bureaus to agree to the use of actual
SUR¿WPHWKRGGXHWRDODFNRIGHWDLOHGJXLGDQFH
Therefore, it would be helpful for the SAT to release
a new circular to address such issues, introducing
practical and workable guidelines without unduly
creating heavy compliance business costs. It would
KHOSERWKQRQUHVLGHQWWD[SD\HUVDQGORFDOWD[EXUHDXV
UHJDUGLQJWKHXVHRIWKHDFWXDOSUR¿WPHWKRGWRFRPSXWH

of a change in the law or if any material errors
are discovered in the information upon which the
advance ruling was given.

the income attributable to the PE, should this actual
SUR¿WPHWKRGEHXVHG

 Allow both prospective and past transactions to fall
within the scope of matters to be covered by the
advance ruling system.

Recommendation
 Issue a new circular to provide clear and comprehensive

 Provide tax rulings to taxpayers free of charge.
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pertaining to, PE tax regulations.

5. Update Consumption Tax Regulations

2015/2016

This case study shows that the inclusion of certain
kinds of goods in the scope of China’s consumption tax
is no longer appropriate. The removal of such products
from the consumption tax scope would create more

Concern
The &RQVXPSWLRQ7D[5HJXODWLRQ, which was launched
LQ&KLQD\HDUVDJRLVQRORQJHUVXLWDEOHIRU&KLQD¶V
current level of economic development and changes

EHQH¿WVWRERWKFRQVXPHUVDQGDXWKRULWLHV
 Savings from tax reductions could be reinvested into
the market (e.g. advertising and promotion).
 Reduced costs could increase private consumption.

reform needs to be accelerated.

 $GGLWLRQDO LQGLUHFW WD[HV VXFK DV 9$7 PD\ EH
triggered.

Assessment
a. Scope of consumption tax

 More job opportunities could be created.

The purpose of consumption tax is to reshape the

b. Consumption tax credit mechanism

direction of consumption. Its scope normally covers

Consumption tax reform has finally taken its first step
this year. The MOF and the SAT promulgated the Notice

HQYLURQPHQWDOO\KDUPIXOJRRGVXQKHDOWK\SURGXFWVDQG

The definition of ‘environmentally harmful’, ‘unhealthy’

RI ,PSRVLQJ &RQVXPSWLRQ 7D[ &7  RQ %DWWHU\ DQG
&RDWLQJ3URGXFWV>@1R to extend the taxable
scope to paint and coating ( 涂 料 ) products. Effective

and ‘luxury’ has evolved with economic growth and
technological developments. The scope of China’s

IURP  st )HEUXDU\  SDLQW DQG FRDWLQJ SURGXFWV
are now subject to consumption tax at a rate of four

consumption tax should be updated accordingly in order
that it not hinder the development of certain industries in

per cent. Consumption tax is levied on the stage of
manufacturing, subcontract processing and import and

the mass market and discourage private consumption,

as such forms part of the respective consumer goods

which drives increased job opportunities and tax
contributions. It is understood that there were two major

price.

XSGDWHV WR WKH VFRSH LQ  DQG  +RZHYHU

Theoretically, consumption tax can be levied twice

some products, which do not belong to any category of

during a production process. Once, as part of the
IHHGVWRFNUDZ PDWHULDO SULFH DQG VHFRQG RQ ILQLVKHG
goods. To avoid this, a credit mechanism is applicable,

luxury items.

consumption tax, are still included in the scope.
Case Study: Cosmetic Products Subject to
Consumption Tax

which in principle credits the consumption tax paid on
WKHIHHGVWRFNUDZPDWHULDODJDLQVWWKHFRQVXPSWLRQWD[

Cosmetic products have been included in the scope
RI &KLQD¶V FRQVXPSWLRQ WD[ VLQFH  DV WKH\
are perceived as unnecessary for daily life. After

SD\DEOHRQWKH¿QLVKHGJRRGV,GHDOO\GRXEOHWD[DWLRQ
is avoided, however, it is not applicable to paint and
coating products.

 \HDUV FRQVXPHUV KDELWV KDYH ODUJHO\ HYROYHG
and using cosmetic products has become a daily
habit for people of different ages and various social

c. Harmonise the interpretation of consumption tax
between tax authorities and customs authorities

demographics.
The average price for a cosmetic product is currently
&KLQHVH<XDQ &1<   LQ &KLQD ZKLFK GRHV QRW
TXDOLI\ DV D µOX[XU\ LWHP¶ )URP DQ HQYLURQPHQWDO
protection perspective, the cosmetics industry does
not consume natural resources and is not harmful
WRWKHHQYLURQPHQWDQGWKHEHQH¿WVIRUFRQVXPHUV¶
psychological state are recognised. Furthermore,
very few European countries impose consumption
tax on cosmetics products.

The SAT issued the $QQRXQFHPHQW RI 7D[DWLRQ RQ
Supplementary Provisions on Issues Relating to
&RQVXPSWLRQ 7D[ 3ROLFLHV  LQ 2FWREHU  ZKLFK
SDUWO\FODUL¿HGWKHGH¿QLWLRQDQGVHSDUDWLRQEHWZHHQRLO
and chemicals. The General Administration of Customs
(GAC) issued the $QQRXQFHPHQW RI 7D[DWLRQ RQ
 See the Cosmetics Position Paper for more information.
 1RWLFHRI,PSRVLQJ&RQVXPSWLRQ7D[ &7 RQ%DWWHU\DQG&RDWLQJ3URGXFWV, SAT,
th0DUFKYLHZHGth-XQHKWWSV]VPRIJRYFQ]KHQJZX[LQ[L
]KHQJFHIDEXWBKWPO!
 $QQRXQFHPHQWRI7D[DWLRQRQ6XSSOHPHQWDU\3URYLVLRQVRQ,VVXHV5HODWLQJWR
&RQVXPSWLRQ7D[3ROLFLHV6$7th6HSWHPEHUYLHZHGth-XQH
KWWSZZZFKLQDWD[JRYFQQQQQF
FRQWHQWKWPO!
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in modern consumer habits, therefore consumption tax

,PSRUWHG3URGXFW2LO20LQ-XO\DQGWKH&ODUL¿FDWLRQ
RI$QQRXQFHPHQW RI 7D[DWLRQ RQ ,PSRUWHG 3URGXFW
2LO 21  LQ 'HFHPEHU  ZKLFK LV QRW FRPSOHWHO\
compatible with the SAT's $QQRXQFHPHQW RI 7D[DWLRQ
on Supplementary Provisions on Issues Relating to
&RQVXPSWLRQ7D[3ROLFLHV. Thus, consumption tax has

and the $QQRXQFHPHQWRI7D[DWLRQRQ6XSSOHPHQWDU\
3URYLVLRQV RQ ,VVXHV 5HODWLQJ WR &RQVXPSWLRQ 7D[
Policies &LUFXODU   LVVXHG LQ  WKH PHPEHUV
of the Taxation Working Group and the Petrochemical,
Chemicals and Refining Working Group  of the

been mistakenly imposed on some chemicals imported

European Chamber understand and support the
purpose of levying consumption tax on refined oil.

by foreign companies.

However, the above regulations define the term

Section Two: Horizontal Issues

µQDSKWKD¶LQDEURDGZD\WKDWPDNHVQHDUO\DOORLOEDVHG
Due to different approaches in categorisation, e.g.
the SAT’s Inventory of Existing Chemical Substances

¿QLVKHGSURGXFWVRUUH¿QHGRLOUHODWHG¿QLVKHGSURGXFWV
(including some petrochemical products) taxable. Such

Produced or Imported in China (IECSC) and the

an approach is likely to have negative impact on the

GAC’s Harmonised System code, some imported
chemicals are subject to consumption tax by mistake.

development of the petrochemical industry in China

It is recommended that the SAT coordinate with the

it is necessary to clarify the fundamental principles of

*$&WRDGGVRPHQHZVXEFDWHJRULHVVRWKDWLPSRUWHG
FKHPLFDOV FDQ EH DGGHG WR WKHVH WZR VXEFDWHJRULHV

consumption tax on ‘refined oil’, i.e. that consumption

and exempted from consumption tax. In addition, the

used for heating or burning purposes and not as a

SAT should coordinate with the technology and quality

raw material used in the production of petrochemical

supervision authorities and further clarify the procedure

products.

and format for certification of chemicals based on the
SAT’s 5HJXODWLRQ RI 7D[DWLRQ RQ WKH$QQRXQFHPHQW
RQ,VVXHV5HODWLQJWR&RQVXPSWLRQ7D[3ROLFLHV and
the $QQRXQFHPHQW RI 7D[DWLRQ RQ 6XSSOHPHQWDU\

and cripple its international competitiveness. Therefore,

tax should be payable on ‘refined oil’ only when it is

As we know, it is an internationally common practice
that hydrocarbons (including naphtha) used as
feedstock in the production of petrochemical products

3URYLVLRQV RQ ,VVXHV 5HODWLQJ WR &RQVXPSWLRQ 7D[
Policies.

are exempted from the consumption tax. For
example, the European Energy Tax Regime provides
consumption tax exemption to hydrocarbons (including

d. Update the taxation method based on international

naphtha) used as feedstock in petrochemical industry
within the European Union. The US and Japan have

best practices regarding taxpayers, taxing basis
and tax collection channels

similar regulations that exempt products used in a

The current rate of consumption tax applicable to
QDSKWKDLV&1<OLWUH HIIHFWLYHIURPth January,
 RQWRSRIZKLFKDORFDOVXUFKDUJHRISHUFHQW

continuing chemical production from consumption tax
liabilities.

is levied.

e. Effective tax rates

After a thorough review of the &LUFXODU RI 7D[DWLRQ
RQ ,QFUHDVLQJ WKH &RQVXPSWLRQ 7D[ 5DWH IRU 3URGXFW
2LO &DLVKXL   LVVXHG LQ  WKH Regulation of
7D[DWLRQ RQ WKH$QQRXQFHPHQW RQ ,VVXHV 5HODWLQJ WR

The tax rate for consumption tax ranges from one per
FHQW WR  SHU FHQW EDVHG RQ WKH PDQXIDFWXULQJ DQG
LPSRUWDWLRQSULFH2Qth-DQXDU\FRQVXPSWLRQ
tax rates on refined oil products, such as gasoline,

&RQVXPSWLRQ7D[3ROLFLHV &LUFXODU LVVXHGLQ

diesel and naphtha, were increased for the third time
within two months. For exemption, after the increase,

 $QQRXQFHPHQWRI7D[DWLRQRQ,PSRUWHG3URGXFW2LO, General Administration of
&XVWRPV *$& th-XO\YLHZHGth-XQHKWWSZZZFXVWRPV

WKHHIIHFWLYHWD[UDWHRIJDVROLQHEHFDPHSHUFHQW
ZKLFK LV VLJQLILFDQWO\ KLJKHU WKDQ WKDW RI 86  SHU
FHQW  -DSDQ  SHU FHQW  DQG &KLQD7DLZDQ  SHU

JRYFQSXEOLVKSRUWDOWDELQIRKWP!
 &ODULILFDWLRQ RI$QQRXQFHPHQW RI 7D[DWLRQ RQ ,PSRUWHG 3URGXFW 2LO, General
$GPLQLVWUDWLRQRI&XVWRPV *$& st'HFHPEHUYLHZHGth-XQH
KWWSZZZFXVWRPVJRYFQSXEOLVKSRUWDOWDELQIRKWP!
 5HJXODWLRQRI7D[DWLRQRQWKH$QQRXQFHPHQWRQ,VVXHV5HODWLQJWR&RQVXPSWLRQ
7D[3ROLFLHV, SAT, 6th1RYHPEHUYLHZHGth-XQHKWWSZZZFVM
VKJRYFQSXE[[JN]FIJ[IVWBKWPO!
&LUFXODURI7D[DWLRQRQ,QFUHDVLQJWKH&RQVXPSWLRQ7D[5DWHIRU3URGXFW2LO, Ministry
RI)LQDQFHDQGWKH6WDWH$GPLQLVWUDWLRQRI7D[DWLRQth 'HFHPEHUYLHZHGth
-XQHKWWSZZZJRYFQJ]GWFRQWHQWBKWP!
 5HJXODWLRQRI7D[DWLRQRQWKH$QQRXQFHPHQWRQ,VVXHV5HODWLQJWR&RQVXPSWLRQ
7D[3ROLFLHV SAT, 6th1RYHPEHUYLHZHGth-XQHKWWSZZZFVM
VKJRYFQSXE[[JN]FIJ[IVWBKWPO!
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cent).

$QQRXQFHPHQWRI7D[DWLRQRQ6XSSOHPHQWDU\3URYLVLRQVRQ,VVXHV5HODWLQJWR
&RQVXPSWLRQ7D[3ROLFLHV6$7th6HSWHPEHUYLHZHGth-XQH
KWWSZZZFKLQDWD[JRYFQQQQQF
FRQWHQWKWPO!
 See the 3HWURFKHPLFDO&KHPLFDODQG5H¿QLQJ:RUNLQJ*URXS3RVLWLRQ3DSHU
for more information.
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The Finance and Taxation Working Group believes
that the rate for some products is unreasonably high.
6LQFHWKHFRQVXPSWLRQWD[LVLQFOXGHGLQWKH¿QDOSULFH
WKH HIIHFWLYH WD[ FRVW FDQ UHSUHVHQW XS WR DURXQG 
per cent of the manufacturing or importation cost. This
is an unreasonably high tax burden for fast moving
commodity industries.

Abbreviations
SAT

State Administration for Taxation

&1<
DTA



&KLQHVH<XDQ
Double Taxation Agreement

),(



)RUHLJQLQYHVWHG(QWHUSULVH

),3



GAC
Recommendations

consumption habits.
 Exempt luxury consumer goods and items which are
not harmful to the environment.

IECSC
MNC

Produced or Imported in China
Multinational Company

MOF
NPC

Ministry of Finance
National People’s Congress

OECD

Organisation for Economic Cooperation

PE

Permanent Establishment

and Development

 Allow tax credit on consumption tax paid on raw
materials
 Review and balance the various tax rates among
the different categories of goods to incentivise new
consumption habits.

)RUHLJQ,QYHVWHG3DUWQHUVKLS
General Administration of Customs
Inventory of Existing Chemical Substances

7&$/



TCAs
9$7

7D[DWLRQ&ROOHFWLRQ$GPLQLVWUDWLRQ/DZ
Tax Compliance Agreement



9DOXH$GGHG7D[

 Harmonise the interpretation of consumption tax
between tax authorities and customs authorities.
 Update taxation methods based on international best
practices regarding taxpayers, taxing basis and tax
collection channels.
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Section Two: Horizontal Issues

 Review the scope of consumption tax and update it
according to economic growth and the evolution of

2015/2016

Human Resources Working Group

Key Recommendations
1. Improve Education Programmes
Section Two: Horizontal Issues

 Improve education programmes to ensure graduates acquire competitive skills needed by the
market, such as critical thinking, problem solving, business communication and an understanding
of company processes.
 Encourage more internships and private vocational training initiatives.

2. Improve Workforce Flexibility by Clarifying How Work-load (Including
Part-time) or Project-based Contracts with Employees can be used
 7DNHDPRUHÀH[LEOHDSSURDFKWRKXPDQUHVRXUFHV +5 RXWVRXUFLQJE\DOORZLQJWKHSHUFHQWDJH
applicable for each company to be based on a realistic evaluation of the industry sector, regional
location and actual workforce demand.
 ,PSURYH ZRUNIRUFH IOH[LELOLW\ E\ FODULI\LQJ KRZ ZRUNORDG LQFOXGLQJ SDUWWLPH  RU SURMHFWEDVHG
contracts with employees can be used.

3. Implement More Flexible Visa and Work Permit Regulations
 Clarify university and internship visa access in China.
 /RZHUWKHWKUHVKROGIRU*UHHQ&DUGDSSOLFDWLRQV
 6LPSOLI\ZRUNSHUPLWSURFHGXUHVIRUIHPDOHIRUHLJQHPSOR\HHVRYHU\HDUVRIDJHDQGPDOH
HPSOR\HHVRYHU\HDUVRIDJH

4. Improve the Attractiveness of China in Order to Attract and Retain
Top-class, Distinctive Talent From China and From Abroad
4.1 Lower Individual Income Tax (IIT) Pressure to Avoid Losing Top Talent to Other Regional
Hubs.
4.2 Ensure China’s Environmental Standards for Air, Water and Soil Quality, as Well as Food
Safety, are Meeting International Standards.
4.3 Ensure Internet Speed and Accessibility Reach International Standards.
4.4 Speed up Bilateral Social Security Agreements to Avoid Double Payments for Pensions
and Health Insurance Contributions.

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV

Introduction to the Working Group
The European Chamber’s Human Resources (HR)
Working Group is currently active in five European
Chamber Chapters—Beijing, Nanjing, Shanghai,
South China and Southwest China. The group is
composed of a wide range of HR professionals from
European multinational corporations (MNCs) and small
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DQG PHGLXPVL]HG HQWHUSULVHV 60(V  LQYROYHG LQ D
variety of industries. The group represents European
companies employing hundreds of thousands of people
who contribute to social security funds and tax receipts,
as well as HR service providers across China. The
working group aims to provide a platform to exchange
information, experiences and best practices among
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2015/2016

Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

;,,:HZLOOTXLFNHQVWHSVLQWKHGHYHORSPHQW

A number of initiatives have been implemented

Status

of a modern vocational education system, deepen

VHH H[DPSOHV LQ .H\ 5HFRPPHQGDWLRQ  

the integration of production and cooperation

KRZHYHUWKH\DUHQRW\HWVXI¿FLHQWWRSURYLGHWKH

EHWZHHQVFKRROVDQGHQWHUSULVHVDQGWUDLQKLJK

pool of skilled candidates needed by businesses,

calibre workers and technical talents.

by a long way.
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group regularly organises seminars and conferences

details.

and facilitates training sessions aimed at sharing
knowledge and experience among members.

Recent Developments
The ongoing economic reform in China, as well as
rapidly changing demographics, requires an adaptation
of the workforce. Working group members welcome the
government’s efforts to reform the education system
to match market demands, especially its support for
vocational education as an important part of both the
national education system, and developing a skilled
ODERXU IRUFH 6HH .H\ 5HFRPPHQGDWLRQV  DQG  IRU

Working group members are encouraged by the
VWDWHPHQWV PDGH GXULQJ7KH7KLUG 3OHQXP RI WKH th
National Congress of the Communist Party of China
&HQWUDO &RPPLWWHH &3&&&  KHOG LQ 1RYHPEHU 
and the resulting Decision on Some Major Issues
Concerning Comprehensively Deepening the Reform
(Decision), to establish an individual income tax (IIT)
system in which taxable income is defined in both
comprehensive and categorised ways. It is hoped
the new system will result in lowering IIT pressure
for top talent, both from China and abroad. See Key
5HFRPPHQGDWLRQIRUPRUHGHWDLOV

more details.
,Q -DQXDU\  &KLQD DQG WKH (XURSHDQ 8QLRQ
Air, soil and water pollution levels continue to concern
top international and local talent, who are reconsidering
working and living in China with their families. The
Human Resources Working Group strongly supports
the agenda of the Chinese Government with regard to
improving environmental protection. In the meantime,
intensified Internet restrictions continue to adversely
impact communication between companies as well
as access to information in general, making China
a less attractive employment destination. See Key
5HFRPPHQGDWLRQIRUPRUHGHWDLOV

(EU) commenced negotiations for a Comprehensive
Agreement on Investment (CAI). In this agreement the
EU aims to facilitate the temporary entry and stay of
natural persons for business purposes. The Human
Resources Working Group encourages both parties to
UHDFKDQDJUHHPHQWLQ

Key Recommendations
1. Improve Education Programmes
Concern

Rising labour costs were the most significant factor
impacting European companies’ China net profit

A significant number of fresh graduates entering the
workforce are not equipped with competitive skills

PDUJLQV LQ  DKHDG RI FRPSHWLWLRQ IURP IRUHLJQ

such as critical thinking, problem solving, business
communication and an understanding of company
processes.

companies and slower economic growth in China.
Margin pressure is leading companies to reduce
KHDGFRXQW 6L[W\RQH SHU FHQW RI UHVSRQGHQWV WR WKH
European Chamber's Business Confidence Survey
2015 indicated that they have cost reduction plans. At


(XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\, European Union
&KDPEHURI&RPPHUFHLQ&KLQDSKWWSZZZHXURSHDQFKDPEHUFRP
FQHQSXEOLFDWLRQVDUFKLYH%XVLQHVVB&RQ¿GHQFHB6XUYH\B!





(XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\, European Union
&KDPEHURI&RPPHUFHLQ&KLQDSKWWSZZZHXURSHDQFKDPEHUFRP
FQHQSXEOLFDWLRQVDUFKLYH%XVLQHVVB&RQ¿GHQFHB6XUYH\B!
7KH7KLUG 3OHQXP RI WKH th National Congress of the Communist Party of
&KLQD&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKD
decision laying out new economic and policy initiatives – the Decision.
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Assessment
,QDUHFRUGQXPEHURIPLOOLRQJUDGXDWHVMRLQHG
WKHODERXUIRUFHLQ&KLQDXSIURPPLOOLRQLQ
Slowing economic growth in China and steadily
increasing HR costs has led to more restrictive hiring
policies. At the same time, when hiring fresh graduates
companies need to invest heavily in practical work
Section Two: Horizontal Issues

skills training, such as critical thinking, problem
solving, business communication and understanding
of company processes. Employees requiring a long
WUDLQLQJSHULRGWREHFRPHIXOO\HI¿FLHQWZDVWKHQXPEHU
four key HR challenge for European companies in
China, according to the European Chamber’s Business
&RQ¿GHQFH6XUYH\.
%RWK JRYHUQPHQWIXQGHG DQG SULYDWH LQLWLDWLYHV DUH
being experimented with to encourage companies to
offer internships and help students to acquire necessary
business skills at an early stage or provide vocational
training in cooperation between schools and companies.
Such initiatives include, for example, the internship
programme funded by the Pudong Government in
Shanghai for students who are permanent residents of
the city,6 or private companies’ and other organisations’
initiatives like the vocational training programme
provided by the Delegations of German Industry and
Commerce. Initiatives that help young graduates to
become familiar with companies’ business culture and
processes should be further encouraged.
Recommendations
 ,PSURYHHGXFDWLRQSURJUDPPHVWRHQVXUHJUDGXDWHV
acquire competitive skills needed by the market,
such as critical thinking, problem solving, business
communication and an understanding of company
processes.
 (QFRXUDJH PRUH LQWHUQVKLSV DQG SULYDWH YRFDWLRQDO
training initiatives.

2. Improve Workforce Flexibility by
Clarifying How Work-load (Including
Part-time) or Project-based Contracts
with Employees can be used
Concern
The ,QWHULP 5HYLVLRQV RQ /DERXU 'LVSDWFK issued by
the Ministry of Human Resources and Social Security
0+2566  RQ  th  -DQXDU\  PDNH ODERXU
dispatch management more challenging, especially for
companies with peak production seasons, who need to
work with seasonal staff. In addition, labour legislation
is not flexible enough to address the challenges of a
rapidly ageing population and workforce shortage.
Assessment
The working group acknowledges the intention of the
MOHRSS to promote fair treatment of the dispatched
ZRUNIRUFH +RZHYHU ZLWK WKH  SHU FHQW OLPLW QRZ
HQIRUFHG DFURVV WKH ERDUG DQG RQO\ IRU VRFDOOHG
“temporary, auxiliary or replaceable functions”, the
new regulation allows no flexibility. This is especially
challenging for companies with peak production times
who depend on seasonal workers. In terms of how
to define the three aforementioned job categories,
this could cause employee relationship conflicts and
eventually lead to a worsening of labour relations.
At the same time the Chinese population is ageing
UDSLGO\ 7KH QXPEHU RI SHRSOH RYHU  LQ  KDG
LQFUHDVHG RYHU WKH ODVW \HDU E\  PLOOLRQ 7KH\
DPRXQW WR  SHU FHQW RI WKH WRWDO SRSXODWLRQ ,W LV
SUHGLFWHGWKDWE\WKHQXPEHURISHRSOHRYHUWKH
DJHRIZLOOUHDFKPLOOLRQRUSHUFHQWRIWKH
total population.$W WKH VDPH WLPH  ZLWQHVVHG
D GHFUHDVH LQ WKH ZRUNIRUFH E\  PLOOLRQ RYHU WKH
previous year and this has been the third consecutive
year of such a decrease.
To deal with the impact of an ageing population and
GHFOLQLQJZRUNIRUFHLQWKHWKLUGVHVVLRQRI&KLQD Vth

/LYLVLWKLQWVDWIXWXUHSROLF\6KDQJKDL'DLO\, 6th-XO\YLHZHGth-XO\
KWWSZZZVKDQJKDLGDLO\FRPQDWLRQDO/LYLVLWKLQWVDWIXWXUHSROLF\VKGDLO\VKWPO!
(XURSHDQ %XVLQHVV LQ &KLQD %XVLQHVV &RQILGHQFH 6XUYH\ , European
&KDPEHURI&RPPHUFHLQ&KLQDSZZZHXURSHDQFKDPEHUFRP




FQHQSXEOLFDWLRQVDUFKLYH%XVLQHVVB&RQ¿GHQFHB6XUYH\B!
2SLQLRQVRQ)XUWKHU3URPRWLQJ,QWHUQVKLSIRUWKH<RXWKLQ6KDQJKDL, Shanghai
0XQLFLSDO +XPDQ 5HVRXUFHV DQG 6RFLDO 6HFXULW\ %XUHDX th 0DUFK 
YLHZHG th 0DUFK  KWWSZZZVKJRYFQ[[JNIOIJ

6



JI[ZMM\JOMQWBVKWPO!
9RFDWLRQDO 7UDLQLQJ 0DLQODQG &KLQD 'HOHJDWLRQV RI *HUPDQ ,QGXVWU\ DQG
&RPPHUFHYLHZHGnd-XO\KWWSFKLQDDKNGHVHUYLFHVUHFUXLWPHQW
WUDLQLQJYRFDWLRQDOWUDLQLQJYRFWUDLQ!
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National People's Congress, the Minister for Human
Resources and Social Security indicated that the
retirement age extension scheme is expected to be



,QWHULP5HYLVLRQVRQ/DERXU'LVSDWFK0+2566th-DQXDU\YLHZHGth May,
KWWSZZZPRKUVVJRYFQJNPO[[JNWBKWP!
&KLQD7KH:RUOG%DQNSKWWSZZZZRUOGEDQNRUJFRQWHQW

GDP:RUOGEDQNGRFXPHQW&KLQDFRPSOHWHSGI!
 6WDWH &RXQFLO 3UHVV 2IILFH SUHVV FRQIHUHQFH RQ  QDWLRQDO HFRQRPLF
operation6WDWH&RXQFLOth-DQXDU\YLHZHGRQrd-XQHKWWS
ZZZVFLRJRYFQ[ZIEK[ZEIEKZTIEKLQGH[KWP!
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formulated next year and implemented gradually over

talent attraction, retention and development, and at the

WKHQH[W¿YH\HDUV7KHFXUUHQWUHWLUHPHQWDJHLQ&KLQD
IRU PHQ LV  ZKLOH WKH UHWLUHPHQW DJH IRU ZRPHQ

end of their career, experienced employees in many
cases are denied a work visa if they have surpassed

GHSHQGV RQ WKH ZRUN WKH\ GR WKH UHWLUHPHQW DJH IRU

WKH&KLQHVHUHWLUHPHQWDJHRIIRUZRPHQDQGIRU

IHPDOH EOXHFROODU ZRUNHUV LV  DQG  IRU IHPDOH

men.

white collar workers. It is anticipated that the scheme
ZLOOLQFUHDVHWKHUHWLUHPHQWDJHWRIRUERWKPHQDQG
women, irrespective of the work they carry out.

work experience deters fresh graduates from moving
to China and young European talent from gaining
experience in China through internships. Companies

economic development, it may be a pragmatic option

have experienced increasing difficulties obtaining

IRUSHRSOHWRZRUNRQDPRUHÀH[LEOHEDVLVZKLFKZRXOG
DOORZWKHPWRORRNDIWHUHOGHUO\IDPLO\PHPEHUV7LPH

visas for foreign interns since the enactment of the
Regulations on the Entry and Exit Administration of

EDVHG FRQWUDFWV FRXOG EH VXSSOHPHQWHG E\ ZRUNORDG

)RUHLJQHUV HIIHFWLYH st 6HSWHPEHU  European

LQFOXGLQJ SDUWWLPH  RU SURMHFWEDVHG FRQWUDFWV ZKHUH

companies employ a large number of Chinese

needed. Additionally, the rapid development of mobile

employees but also a number of foreign employees to

Internet, big data and cloud computing has led to an

IDFLOLWDWHNQRZKRZWUDQVIHUDQGEHVWSUDFWLFHVKDULQJ

increase in mobile working or working from home. 
$FFRUGLQJ WR VWDWLVWLFV IURP ,UHVHDUFK  VDZ DQ

Given the continuing importance of China in European

increase of the mobile Internet market volume in China

companies’ global strategy, European Chamber member
companies wish to give exposure to young European

E\  SHU FHQW DPRXQWLQJ WR &KLQHVH<XDQ &1< 

talent to the Chinese market by offering internships in

 ELOOLRQ ,W LV SUHGLFWHG WKDW WKH PDUNHW YROXPH ZLOO
LQFUHDVHE\WLPHVWRDSSUR[LPDWHO\&1<ELOOLRQ
E\ This indicates that there will be an increasing
WUHQGRIPRELOHRI¿FHVZKLFKPD\RIIHUDQLGHDOVROXWLRQ

WKHLU&KLQDRSHUDWLRQV<RXQJIRUHLJQLQWHUQVFRQWULEXWH
as much to an internationalised business environment,
as young Chinese interns contribute when undertaking
corresponding internships in Europe.

for those who need to work as well as take care of
elderly family members, while addressing the workforce

The Human Resources Working Group understands

shortage.

that the regulations and administrative practices do

Recommendations
 7DNH D PRUH IOH[LEOH DSSURDFK WR +5 RXWVRXUFLQJ

QRW SURYLGH IRU D VSHFLILF YLVDW\SH IRU IRUHLJQ LQWHUQV
anymore.   $W WKH PRPHQW DW PRVW HPEDVVLHV
consulates abroad business visas are not granted for

by allowing the percentage applicable for each
company to be based on a realistic evaluation of the
industry sector, regional location and actual work

internship purposes anymore. Even if still granted,
these visas are not accepted by most local Public
Security Bureaus (PSBs) in China. Companies have

force demand.
 ,PSURYHZRUNIRUFHÀH[LELOLW\E\FODULI\LQJKRZZRUN
ORDG LQFOXGLQJSDUWWLPH RUSURMHFWEDVHGFRQWUDFWV

IDFHG FODLPV E\ WKH 36% WKDW LQWHUQV KROGLQJ 0YLVDV
are now viewed as ‘illegal employees’ by the PSB with
fines being issued. However, due to the lack of prior

with employees can be used.

WZR\HDU ZRUN H[SHULHQFH LW LV LPSRVVLEOH WR DSSO\
for a work permit for such interns. The working group

3. Implement More Flexible Visa and Work
Permit Regulations

understands that the regulations further allow foreign
students holding residence permits for study purposes
WR FRPSOHPHQW WKHLU VWXGLHV ZLWK DQ LQWHUQVKLS RU RII

Concern
Strict immigration policies have a negative impact on

campus job if the relevant school gives permission
and the local PSB indicates this in the residence

 7HQ7UHQGVRI&KLQD,QWHUQHWGHYHORSPHQWWKH,QWHUQHWERRPRILQLWLDWLQJ
business, +H[XQ1HZVth-DQXDU\YLHZHGRQst-XQHKWWS

 7KH'HFUHHRIWKH6WDWH&RXQFLO1R, The Central People’s Government
RIWKH3HRSOH¶V5HSXEOLFRI&KLQDnd-XO\YLHZHGRQst-XQH

SHKH[XQFRPKWPO!
 7KHYROXPHRIPRELOHLQWHUQHWPDUNHWLQ&KLQDKDVUHDFKHGELOOLRQ\XDQDQG
has entered a pattern of rapid developmentL5HVHDUFKth-DQXDU\YLHZHG
RQrd-XQHKWWSZLUHOHVVLUHVHDUFKFQRWKHUVVKWPO!

KWWSZZZJRYFQ]ZJNFRQWHQWBKWP!
 %HIRUH st 6HSWHPEHU  WKH ZHEVLWHV RI WKH &KLQHVH 9LVD$SSOLFDWLRQ
6HUYLFH&HQWUHVH[SUHVVO\PHQWLRQHG)YLVDDVWKHDSSURSULDWHYLVDIRUVKRUW
term training and internships.
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Because elderly people need comparatively more
care from family members and fewer of them support

Assessment
Regulations stipulating the number of required years of

permit. However, although almost two years have

IRUHLJQ HPSOR\HHV RYHU  \HDUV RI DJH DQG PDOH

passed, this ‘indication’ is currently not being granted in
practice, prohibiting companies de facto from offering

HPSOR\HHVRYHU\HDUVRIDJH

internships to foreign students holding a residence
permit for study purposes. Even though the working
group is encouraged by recent announcements that
the expanded China (Shanghai) Pilot Free Trade Zone
(CSPFTZ or Zone) will loosen its employment policies for
Section Two: Horizontal Issues

overseas candidates and will give international students
the chance to work in the Zone, the situation is still
uncertain as no implementation rules have been issued
yet. Currently European Chamber member companies
DUHFRQIURQWHGZLWKDODFNRIFODULW\LQWKHODZFRQÀLFWLQJ
interpretation by various agencies, as well as a lack of
LPSOHPHQWDWLRQRIDOUHDG\H[LVWLQJUHJXODWLRQV
,QPDQ\FDVHVIRUHLJQIHPDOHHPSOR\HHVRI\HDUV
RIDJHDQGPDOHHPSOR\HHVRI\HDUVRIDJHFDQQRW
renew their work permits as they reach the Chinese
retirement age. The retirement age in most EU countries
is much higher. These experienced employees could
VWLOOEHHPSOR\HGE\IRUHLJQLQYHVWHGHQWHUSULVHV ),(V 
and contribute their expertise to the development of
Chinese entities and their employees.

4. Improve the Attractiveness of China in
Order to Attract and Retain Top-class,
Distinctive Talent From China and From
Abroad
4.1 Lower Individual Income Tax (IIT) Pressure to
Avoid Losing Top Talent to Other Regional Hubs
Concern
Top strategic talent command the highest salaries and
are subject to the upper bracket for individual income
tax (IIT). Individual income tax rates in China are now
the highest in the region, discouraging top talent from
coming to China or encouraging them to work in China
but reside outside China to avoid such high tax rates.
Assessment
7KH XSSHU WD[ EUDFNHW LQ &KLQD LV  SHU FHQW ZKLFK
is almost three times the rate in competing hubs like
Hong Kong or Singapore. This has a negative impact
on efforts to attract top strategic talent who choose to
either reside in other hubs in the region and conduct
their China work from there, or relocate to other hubs

The working group is encouraged by recent reports
according to which China is considering relaxing its

like Hong Kong or Singapore. The competiveness
of companies in China is derived primarily from the

‘Green Card’ policy by lowering the application and
approval threshold, in a move to attract more foreign

presence of top talent at the general management level,

talent. The regulation governing the approval of Green
Cards for foreigners currently in force was issued in
E\WKH0LQLVWU\RI)RUHLJQ$IIDLUVDQGWKH0LQLVWU\
of Public Security and stipulates high thresholds for
such applications, including the position of the applicant
in his company and investment threshold. Revised
regulations should take into consideration the need
for specific talent. Recent announcements that new
policies which are to be soon piloted in the CSPFTZ
will lower the threshold for certain talent are welcome.
The working group is looking forward to timely
implementation and it is hoped that they will soon be
rolled out nationwide.
Recommendations
 &ODULI\XQLYHUVLW\DQGLQWHUQVKLSYLVDDFFHVVLQ&KLQD
 /RZHUWKHWKUHVKROGIRU*UHHQ&DUGDSSOLFDWLRQ
 6LPSOLI\ ZRUN SHUPLW SURFHGXUHV IRU IHPDOH
 Enlarge the scope of enterprises for allowing foreigners to apply for permanent
residence in China0LQLVWU\RI3XEOLF6HFXULW\th-XQHYLHZHGth June,
KWWSZZZPSVJRYFQQQQQKWPO!
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hence a lower presence of top talent has a negative
impact on the competitiveness of companies based in
China. It has also a very negative impact on the global
talent landscape in China because younger talent
learns from direct interaction with top talent.
Recommendation
 /RZHU,,7SUHVVXUHWRDYRLGORVLQJWRSWDOHQWWRRWKHU
regional hubs.
4.2 Ensure China’s Environmental Standards for Air,
Water and Soil Quality, as Well as Food Safety, are
Meeting International Standards
Concern
Air, water and soil pollution, as well as food safety
issues, have started to have a negative impact on the
attractiveness of China for top international and local
talent.
 (XURSHDQ%XVLQHVVLQ&KLQD$VLD3DFL¿F+HDGTXDUWHUV6WXG\, European Union
&KDPEHURI&RPPHUFHLQ&KLQDSKWWSZZZHXURSHDQFKDPEHU
FRPFQHQSXEOLFDWLRQVDUFKLYH$VLDB3DFL¿FB+HDGTXDUWHUVB6WXG\B!
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High levels of air, water and soil pollution, as well as
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sources of information not only impede normal

repeated food safety scandals, have led to growing

business functions and the globalisation of finance,
WUDGH DQG HFRPPHUFH WKH\ DOVR QHJDWLYHO\ LPSDFW

concerns from international and local top talent about

communication between companies and individuals and

the quality and safety of the living environment in

GHWHUZRUOGFODVVWDOHQWIURPUHORFDWLQJWR&KLQD

China. Top talent is attractive to the labour market and
consequently have more choices with regards to work
location. When selecting a location to work, quality of

Assessment

life is an important part of the equation.

Chamber found that China’s slow Internet speed and
the inability to access certain web pages in China were

Since the episodes of extremely serious pollution
GXULQJWKHZLQWHURIZKHUHSROOXWLRQOHYHOVZHUH

LGHQWLILHG DV QHJDWLYHO\ DIIHFWLQJ EXVLQHVV E\  SHU

 WLPHV KLJKHU WKDQ WKH DFFHSWDEOH OLPLWV VHW E\ WKH
World Health Organisation (WHO), companies have

and the apparatus used to carry out such censorship,
massively slows Internet speed and filters out huge

HQFRXQWHUHGPRUHGLI¿FXOWLHVDWWUDFWLQJWRSIRUHLJQWDOHQW
to China. In the European Chamber’s Business China

DPRXQWV RI QRQLOOHJDO FRQWHQW ,Q UHFHQW \HDUV WKLV

,QDPHPEHUV¶SROOUXQLQ-DQXDU\WKH(XURSHDQ

&RQ¿GHQFH, air quality issues retains its position

has even extended to restrictions on search engines,
which are necessary for research amongst almost all

DV WKH WRS +5 FKDOOHQJH IRU (XURSHDQ FRPSDQLHV 

businesses and the public.

per cent of companies stated that air quality issues are
one of the top three challenges when trying to attract

These restrictions on the Internet affect the ability of

H[SDWWDOHQWLQ&KLQDDQGSHUFHQWUHSRUWHGWKDWDLU
quality issues are one of the top three challenges when
trying to retain the right expat talent in China.
In addition to the impact of air pollution on recruitment,

individuals and businesses to conduct research in China
and the companies’ ability to attract top researchers
DVWKH\DUHSXWRIIE\WKHUHVWULFWLRQVDQGWKHGLI¿FXOW\
to search for scholarly papers to conduct their work.
Inability to get access to indispensable online tools, like

DOPRVWRQHWKLUG SHUFHQW RI(XURSHDQFRPSDQLHV
believe that air pollution is also contributing to higher HR

Google Scholar, and database websites has greatly

costs, as companies need to compensate employees
to move to polluted cities and need to take other steps
to respond to employee concerns. It has also become

0RQGH%%&7KH1HZ<RUN7LPHVDQG%ORRPEHUJ7KH

more common for local talent grown in China to request
to be assigned to other locations to avoid health risks
deriving from pollution and a lack of food safety.

hugely affected the ability to research and conduct very
basic business operations. Therefore, in addition to
diminishing the quality of experience of Internet users,

Recommendation
 (QVXUH &KLQD¶V HQYLURQPHQWDO VWDQGDUGV IRU DLU

the inaccessibility of certain websites and low Internet
VSHHGVʊZLWK&KLQDEHLQJUDQNHGth in the world for
DYHUDJHSHDN,QWHUQHWFRQQHFWLRQVSHHGVʊDOVRKDYHD

water and soil quality, as well as food safety, are
meeting international standards.

negative impact on talent attraction, especially research
staff.

4.3 Ensure Internet Speed and Accessibility Reach

Recommendation
 (QVXUH ,QWHUQHW VSHHG DQG DFFHVVLELOLW\ UHDFK

International Standards.

KLQGHUHGUHVHDUFKQRWWRPHQWLRQQHZVZHEVLWHVOLNH/H
breakdown of Google, the world’s largest search engine,
and Gmail, the world’s most widely used mailbox, has

international standards.
Concern
Slow Internet speeds and restricted access to legitimate

4.4 Speed up Bilateral Social Security Agreements to
Avoid Double Payments for Pensions and Health

 Ambient (outdoor) air quality and health:RUOG+HDOWK2UJDQLVDWLRQ0DUFK
YLHZHGRQth-XO\KWWSZZZZKRLQWPHGLDFHQWUHIDFWVKHHWVIVHQ!
 (XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\, European Union
&KDPEHURI&RPPHUFHLQ&KLQDSKWWSZZZHXURSHDQFKDPEHUFRP
FQHQSXEOLFDWLRQVDUFKLYH%XVLQHVVB&RQ¿GHQFHB6XUYH\B!
 (XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\, European Union
&KDPEHU RI &RPPHUFH LQ &KLQD  SDJH  ZZZHXURSHDQFKDPEHU
FRPFQHQSXEOLFDWLRQVDUFKLYH%XVLQHVVB&RQ¿GHQFHB6XUYH\B!

Insurance Contributions
Concern
China has developed its system for contributing to
social pensions and now extends this scheme to

Human Resources Working Group
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cent of respondents. The extent of restrictions in China,

foreigners. However, currently China only has relevant
agreements with two EU countries,  leading to a
situation of double contributions, and unclear rules and
EHQH¿WVIRUH[SDWULDWHWDOHQW

Section Two: Horizontal Issues

Assessment
7KH UHYLVHG 6RFLDO ,QVXUDQFH /DZ 6,/  EHFDPH
HIIHFWLYH RQ st -XO\  DQG H[WHQGV WKH REOLJDWLRQ
to contribute to the Chinese Social Insurance scheme
to foreigners working in China. In many cases this
leads to double contributions in China and the home
country of foreign work permit holders. In addition, local
implementation differs in terms of rates and benefits
depending on the individual’s location. This usually
results in inconsistency or lack of access to benefits,

Abbreviations
CAI
&1<

Comprehensive Agreement on


CPCCC

Communist Party of China Central

CSPFTZ

China (Shanghai) Pilot Free Trade

Committee
Zone
EU
),(

European Union


HR
IIT

avoid double payments for pensions and health
insurance contributions.

 China has only entered into bilateral social security agreements with Germany
and South Korea, and most recently with Denmark, to coordinate their pension
SURJUDPPHV1HJRWLDWLRQVZLWKRWKHUFRXQWULHVDUHXQGHUZD\
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)RUHLJQ,QYHVWHG(QWHUSULVH
Human Resources
Individual Income Tax

MNC

Multinational Corporation

MOHRSS

Ministry of Human Resources and
Social Security

along with the costs of double contributions.
Recommendation
 6SHHG XS ELODWHUDO VRFLDO VHFXULW\ DJUHHPHQWV WR

Investment
&KLQHVH<XDQ

PSB

Public Security Bureau

6,/

60( 

6RFLDO,QVXUDQFH/DZ
6PDOODQG0HGLXPVL]HG(QWHUSULVH

WHO

World Health Organisation

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

2015/2016

Intellectual Property Rights Working Group

Key Recommendations
1. Trademarks
1.1 Utilise the Examination Notice Procedure when Clarification on Trademark
Section Two: Horizontal Issues

Applications is Needed
 $SSO\VWDQGDUGSKRQHWLFWUDQVOLWHUDWLRQZKHQDGDSWLQJQRQ(QJOLVK/DWLQOHWWHUVWRVWDQGDUG(QJOLVK
letters when processing international trademark applications; for domestic applications, apply the
Examination Notice Procedure—rather than just rejecting the applications—where the applicant’s
QDPHRUDGGUHVVFRQWDLQQRQ(QJOLVK/DWLQOHWWHUV
 Apply the Examination Notice Procedure—rather than rejecting the applications—where applications
FRQWDLQZKDWWKH7UDGHPDUN2I¿FHFRQVLGHUVWREHQRQVWDQGDUGJRRGVDQGVHUYLFHV
1.2 Implement a New Regulation that Addresses the Issue of the Unauthorised Use of Trademark
Names in Enterprise Names
 &RQ¿UPWKDWXVLQJDUHJLVWHUHGWUDGHPDUNDVDWUDGHQDPHRULQDFRPSDQ\QDPHLVDQDFWRIXQIDLU
FRPSHWLWLRQZKLFKYLRODWHV$UWLFOHRIWKH$QWL8QIDLU&RPSHWLWLRQ/DZ
 :KHQD¿QDOMXGJHPHQWLVUHDFKHGWKDWRUGHUVWKHPRGL¿FDWLRQRIDFRPSDQ\QDPHVWLSXODWHD
day time limit to take action, failing which the name of the company will be deleted and replaced by its
registration number.
1.3 Explain that the Stock of Infringing Goods Detained by a Seller Who Meets the Criteria of
DQµ,QQRFHQW6HOOHU¶DV'H¿QHGLQ$UWLFOHRIWKH7UDGHPDUN/DZ0XVWEH'LVSRVHGRI
Outside the Channels of Commerce
1.4 Improve Intellectual Property Rights (IPR) Enforcement When a Registered Trademark is
Altered in Use so as to Constitute an Infringing Use of Another Registered Trademark (the
‘Infringed Mark’)
 Clarify that the local Administration of Industry and Commerce (AIC) is authorised, at the request of
the owner of the infringed mark, to conduct raid actions on the basis of trademark infringement.
 ,VVXHDUHFWL¿FDWLRQRUGHUPDNLQJWKHUHJLVWUDQWRIWKHWUDGHPDUNUHVSRQVLEOHIRUREWDLQLQJUHFWL¿FDWLRQ
E\DOOWKHOLFHQVHHVRUVXEOLFHQVHHVIDLOLQJZKLFKWKHWUDGHPDUNVKDOOEHFDQFHOOHGE\WKH7UDGHPDUN
2I¿FH

2. Patents
2.1 Introduce an Effective Patent Linkage System
 0DLQWDLQ$UWLFOHRIWKHDrug Registration Regulations (DRR), and improve the effectiveness of the
provision in the practice of the China Food and Drug Administration (CFDA).
 Clarify by an update that the Supreme People’s Court’s (SPC’s) 2SLQLRQVRQ+HDULQJ,QWHOOHFWXDO
Property Cases (2SLQLRQV RILVQRORQJHUDQREVWDFOHWRSKDUPDFHXWLFDOFRPSDQLHV¶HIIHFWLYHO\
obtaining preliminary injunctions in pharmaceutical cases to prevent illegal early market entry by
generic drug companies.
 (QFRXUDJHWKH&)'$WKH6WDWH,QWHOOHFWXDO3URSHUW\2I¿FH 6,32 DQGWKHFRXUWVWRZRUNWRJHWKHUWR
introduce an effective patent linkage system in China based on the originator’s patent protection.
 &ODULI\WKH5XOHVIRU3RVW¿OLQJ6XEPLVVLRQRI6XSSOHPHQWDO'DWD
 5HYLVH 3DUW ,, &KDSWHU  6HFWLRQ  RI WKH 6,32¶V 3DWHQW ([DPLQDWLRQ *XLGHOLQHV RI &KLQD
(*XLGHOLQHV  DQG RWKHU VHFWLRQV RI WKH JXLGHOLQHV WR FODULI\ WKH DGPLVVLELOLW\ RI WKH SRVWILOLQJ
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submission of supplemental data.
 3XEOLVKVSHFLILFGHFLVLRQVPDGHE\WKH3DWHQW5HH[DPLQDWLRQ%RDUG 35% RUWKH%HLMLQJ+LJK
&RXUWWRVKRZWKHLPSOHPHQWDWLRQRIWKHFODUL¿HGSUDFWLFHRIDGPLVVLELOLW\RISRVW¿OLQJVXEPLVVLRQVRI
supplemental data.
 Provide clear guidance to patent examiners at the SIPO and the PRB, as well as patent applicants,
UHJDUGLQJWKHFLUFXPVWDQFHVXQGHUZKLFKDQGZKDWW\SHRISRVW¿OLQJGDWDZLOOEHFRQVLGHUHG
2.3 Introduce Adequate Protection for Biotechnology Innovations Related to DNA and Amino
Section Two: Horizontal Issues

Acid Sequences
 Revise the SIPO’s 3DWHQW([DPLQDWLRQ*XLGHOLQHVRI&KLQDWRHQVXUHWKDWIRULQYHQWLRQVLQWKH¿HOGRI
biotechnology relating to genes and proteins the obtainable patent protection is not limited to only the
VSHFL¿FQXFOHRWLGHRUDPLQRDFLGVHTXHQFHVLQWKHVHTXHQFHOLVWLQJVRIWKHHPERGLPHQWV
 Allow percentage values of identity or homology related to genes and proteins in patent claims when
the claims also refer to the retained innovative utility of such variants and homologues.

3. Copyright
3.1 Clarify What is Required to Show Ownership of Copyright
 Offer clear guidance to copyright administrative authorities as to what evidence is required to raise a
presumption of ownership.
 Clarify and bring forward the point at which the burden will be passed to the defendant to demonstrate
that the defendant is validly licensed
3.2 Improve Administrative Enforcement
 Assign dedicated officers within the copyright administrative authorities to handle pure copyright
infringement cases, strengthen their powers of investigation and provide them with clearer and more
express guidance as to how complaints must be handled.
3.3 Finalise the Draft Amendments to the Copyright Law, Taking into Account Stakeholders'
Remaining Concerns, and Then Implement Them
 )LQDOLVHDQGLPSOHPHQWWKHDPHQGPHQWVWRWKH&RS\ULJKW/DZDVDQDEVROXWHWRSSULRULW\LQWKH6WDWH
&RXQFLO/HJLVODWLYH$IIDLUV2I¿FH¶V 6&/$2 V OHJLVODWLYHZRUNSODQWRHQVXUHWKDWWKHFULWLFDOSURJUHVV
LQWKHSURWHFWLRQRIULJKWKROGHUVWKDWLVUHTXLUHGWRGD\DFWXDOO\WDNHVSODFH

4. Trade Secrets
4.1 Facilitate Criminal Prosecution of Trade Secret Theft and Raise Penalties Imposed on Such
Infringements
 Modify the Interpretation of the Supreme People’s Court on Several Issues Concerning the Applicable
/DZVLQWKH7ULDORI8QIDLU&RPSHWLWLRQ&LYLO&DVHVWR  ORZHUWKHEXUGHQRISURRIIRUDSODLQWLIIWR
EULQJDWUDGHVHFUHWPLVDSSURSULDWLRQFDVHDQG  OHWMXGJHVGHWHUPLQHZKHQDprima facie case of
trade secret misappropriation has been established by the plaintiff and, thus, to decide that the burden
of proof should be shifted onto the defendant.
 /RZHU VXEVWDQWLDOO\ WKH WKUHVKROG GDPDJHV DPRXQW QHHGHG WR EULQJ D FDVH LQ WKH -XGLFLDO
Interpretation of Unfair Competition in Criminal Intellectual Property (IP) cases.
 6XEVWDQWLDOO\LQFUHDVHSHQDOWLHVIRUPLVDSSURSULDWLRQRIWUDGHVHFUHWVXQGHUWKH$QWL8QIDLU&RPSHWLWLRQ
/DZDQGWKHUXOHVRIWKH6WDWH$GPLQLVWUDWLYHIRU,QGXVWU\DQG&RPPHUFH 6$,& 
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Introduction to the Working Group
The Intellectual Property Rights (IPR) Working Group
represents a wide range of European interests in
the intellectual property (IP) regulatory framework
and IPR enforcement in China. Half of the working
JURXS¶V SOXV PHPEHUV DUH IURP WKH JRRGV VHFWRU
with the other half are from the services sector. Over
the last fifteen years, the Intellectual Property Rights
the dramatic increase of IPR violations that affect its
economic order, China’s innovation capacity and the
rights of its consumers. The working group serves as
a bridge between Chinese governmental agencies and
judicial officials and European business. It offers its
support primarily through recommendations aimed at

Chamber sent comments approving such provision, but
QRWLQJWKDWDPDVVLYHQXPEHULVKDUGWRGH¿QHDQGLV
not the only condition revealing bad faith.
Patents
The State Intellectual Property Office (SIPO) issued
a call for comments on a new draft amendment to
WKH 3DWHQW /DZ RQ st$SULO 7KH ZRUNLQJ JURXS
welcomes the changes that provide for more limited
administrative enforcement powers compared with the
earlier draft amendment published for comments in
+RZHYHUWKHZRUNLQJJURXSEHOLHYHVWKDWSDWHQW
enforcement should remain in the hands of experienced
judiciary and courts rather than be devolved to
DGPLQLVWUDWLYHDXWKRULWLHVDQGWKDWWKH¿QDODPHQGPHQWV
VKRXOGUHÀHFWWKLV

improving the efficiency and effectiveness of China’s
IPR protection system.

2Qnd $SULOWKH6,32LVVXHGDFDOOIRUFRPPHQWV
on a new draft of the Regulations on Service Inventions.

Recent Developments

Compared with the previous draft, the working group
welcomes the changes that reduce the burden on

Trademarks
%RWK WKH 6XSUHPH 3HRSOH¶V &RXUW 63&  th March,
  DQG WKH 6WDWH $GPLQLVWUDWLRQ IRU ,QGXVWU\
DQG &RPPHUFH 6$,&   th  $SULO   LVVXHG
transitional provisions (Interpretations of the Supreme
3HRSOH¶V &RXUW RQ ,VVXHV &RQFHUQLQJ -XULVGLFWLRQ
2YHU DQG $SSOLFDWLRQ RI /DZ WR 7UDGHPDUN &DVHV
After Implementation of the Decision on Amending
WKH 7UDGHPDUN /DZ  1R 1RWLFH RI WKH 6WDWH
Administration for Industry and Commerce on Issues
5HODWLQJWR,PSOHPHQWLQJWKH 5HYLVHG7UDGHPDUN/DZ
RI WKH 3HRSOH¶V 5HSXEOLF RI &KLQD  1R) to
clarify how the ‘old’ law and the ‘new' law are to apply
to administrative enforcement cases filed before the
UHYLVHGODZFDPHLQWRIRUFHRQst0D\ZKHQWKH
acts of infringement took place before that date. The
Intellectual Property Rights Working Group welcome
WKLVFODUL¿FDWLRQ
The SPC issued a call for comments on the draft
Interpretation on Several Issues Concerning the
+HDULQJ RI $GPLQLVWUDWLYH &DVHV ,QYROYLQJ WKH
*UDQWLQJ DQG &RQILUPDWLRQ RI 7UDGHPDUN 5LJKWV. The
Interpretation provides, inter alia IRU WKH PDVVLYH
ILOLQJ RI WUDGHPDUNV ZLWK QR LQWHQWLRQ WR XVH WR EH
considered as an indication of bad faith. The European
 ,QWHUSUHWDWLRQRQ6HYHUDO,VVXHV&RQFHUQLQJWKH+HDULQJRI$GPLQLVWUDWLYH&DVHV
,QYROYLQJWKH*UDQWLQJDQG&RQ¿UPDWLRQRI7UDGHPDUN5LJKWV, Supreme People’s
&RXUWth2FWREHUYLHZHGnd-XO\KWWSZZZFKLQDFRXUWRUJODZ
GHWDLOLGVKWPO!

employers. However, the draft regulation arguably
still allows for the invalidation of reward policies and
individual agreements ex post factoLIWKHUHLVDQ\QRQ
compliance with other articles regarding the rights of
service inventors in the draft regulation. This clause
remains a substantial concern and results in risks
and uncertainty for employers. In addition, it is still not
clearly stated that only the employer of the inventor is
liable to pay remuneration, and not the entity to whom
the patent is granted (if they are not the same).
The SPC released a draft of the Interpretations of the
Supreme People's Court on Certain Issues Concerning
WKH$SSOLFDWLRQRI/DZLQWKH7ULDORI3DWHQW,QIULQJHPHQW
Cases ,,  SURYLGLQJ LQ$UWLFOH  WKDW DQ DOOHJHG
LQIULQJHUFDQJHQHUDOO\UDLVHDQRQLQIULQJHPHQWGHIHQFH
based on a prior technical solution or prior design.
However, if the alleged infringer can provide evidence
WRSURYHWKDWWKHDOOHJHGO\LQIULQJLQJWHFKQLFDOVROXWLRQ
is an obvious combination of a prior technical solution
and common general knowledge before the application
date of the patent; or that the allegedly infringing design
is an obvious combination of one prior design and
customary design before the application date of the
SDWHQWWKHSHRSOH VFRXUWPD\¿QGWKDWWKHGHIHQFHRI
QRQLQIULQJHPHQW UDLVHG E\ WKH DOOHJHG LQIULQJHU WR EH
valid. Regarding the aforesaid defence raised by the
alleged infringer, the applicable court must assess prior
DUW RU SULRU GHVLJQ LQ DFFRUGDQFH ZLWK WKH 3DWHQW /DZ
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Working Group has witnessed China’s efforts to curb
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in effect at the date of application of the patent. The

place. The limitations must be drafted very narrowly,

working group will need to consider the impact of this
LQWHUSUHWDWLRQRQFHLWKDVEHHQLPSOHPHQWHGLQLWV¿QDO

extremely clearly and in strict compliance with the
Three Step Test as set out in the Agreement on
7UDGH5HODWHG$VSHFWVRI,QWHOOHFWXDO3URSHUW\5LJKWV

form.

(TRIPS), among other places.

Section Two: Horizontal Issues

Courts

 7KHVWDWXWRU\OLFHQVLQJSURYLVLRQVLQ$UWLFOHVWR

The SPC issued the Regulations of SPC on the
-XULVGLFWLRQV RI ,3 FRXUWV LQ %HLMLQJ 6KDQJKDL DQG

are overbroad and unconditional, i.e. it is not possible

*XDQJ]KRX  1R LQ 2FWREHU  HIIHFWLYHO\

related rights are exclusive private rights and it is
critical that any right holder be permitted to ‘opt out’,

paving the way for the establishment of three IP
courts in Beijing, Shanghai and Guangdong. This
PHDVXUH FRQVWLWXWHV D WKUHH\HDU H[SHULPHQW IRU

for rights holders to 'opt out'. Rights in copyright and

i.e. to declare that any or all of his works may not be
used in accordance with the provisions.

these courts. They are provided as having exclusive

 The principles on which the orphan works provision

MXULVGLFWLRQ UHODWLQJWR  SDWHQWFDVHV FLYLOOLWLJDWLRQ

LQ$UWLFOHDUHWREHIRXQGHGDUHXQFOHDU7KHODZ

DSSHDOVIURPWKH3DWHQW5HH[DPLQDWLRQ%RDUG 35% 

VKRXOG H[SUHVVO\ HVWDEOLVK WZR NH\ SULQFLSOHV  

and administrative enforcement), new plant varieties,

the principle of diligent search by the intended user

WUDGHVHFUHWVDQGOD\RXWRILQWHJUDWHGFLUFXLW  UHYLHZV

RQDZRUNE\ZRUNEDVLVDQG  WKHSULQFLSOHRID

of certain decisions made by ministries on licence fee

OLFHQVLQJEDVHG VFKHPH UDWKHU WKDQ DQ H[FHSWLRQ

LVVXHV DQG   UHFRJQLWLRQ RI ZHOONQRZQ WUDGHPDUNV

limitation to exclusive rights or some other approach.

As a result, it seems that all civil litigation concerning
trademarks—regardless of the amount or the existence

 The principles on which the collective management
RUJDQLVDWLRQ SURYLVLRQV LQ$UWLFOHV  WR  DUH

of a foreign party—will have to be submitted in the first
instance to the basic courts. This will need to be examined
LQYLHZRI$UWLFOHRIWKH&LYLO3URFHGXUH&RGH UHYLVHG

founded are unclear. The law should expressly
establish several key principles regarding

LQ ZKLFKSURYLGHVWKDWLQWHUPHGLDWHFRXUWVVKDOO

R U J D Q L V D W L R Q V  & 0 2 V     & 0 2 V  S U L P D U \
responsibilities must be to its members and

KDYHMXULVGLFWLRQRYHU  PDMRUFDVHVLQYROYLQJDIRUHLJQ
HOHPHQW  FDVHVWKDWKDYHDPDMRULPSDFWLQWKHDUHDRI
LWVMXULVGLFWLRQDQG  FDVHVXQGHUWKHMXULVGLFWLRQRIWKH
intermediate court as determined by the SPC. The working
group appreciates the measures and further recommends
a national appellate patent court to reduce any risk of local
LQÀXHQFHDQGLPSURYHDGMXGLFDWLRQRISDWHQWFDVHV

the establishment of collective management

FRS\ULJKW RZQHUV QRW XVHUV  DQG   &02V PXVW
be transparent, have clear governance and be
accountable to their members.
7KH DPHQGHG &RS\ULJKW /DZ IHOO LQWR WKH VHFRQG
FDWHJRU\ RI SULRULWLHV LQ WKH 6&/$2 V OHJLVODWLYH ZRUN
SODQ LQ 7KH ZRUNLQJ JURXS V YLHZ UHPDLQV WKDW

7KH 6WDWH &RXQFLO /HJLVODWLYH$IIDLUV 2IILFH 6&/$2 

WKHVHDPHQGPHQWVVKRXOGIDOOZLWKLQWKH¿UVWFDWHJRU\
of priorities in order to ensure that further progress is

issued a call for comments on the fourth draft
DPHQGPHQW RI WKH &RS\ULJKW /DZ -XQH  
Disappointingly, the fourth draft presented no substantial

made. Given the minimal and immaterial amendments
between the third and fourth drafts, there has effectively
been little progress in the amendment process for more

further developments whatsoever compared with the
third draft. Serious concerns remain regarding the

than two years, since the third draft was released in
-DQXDU\

amendments proposed in the fourth draft, in particular,
WKHIROORZLQJ

Civil Procedure Law and Administrative Procedures

 7KH OLPLWDWLRQV WR WKH H[FOXVLYH ULJKWV LQ$UWLFOH 
are not fit for purpose. The limitations as drafted
UHPDLQ RYHUEURDG DQG LOOGHILQHG LQ VFRSH7RGD\

The Administrative Procedure law of China was revised
RQth-DQXDU\$QRSHQLQJKDVEHHQPDGHIRU
not only the person subject to an administrative action
but also a person with an interest in such administrative

technology allows overbroad or ambiguous drafting
to be ruthlessly exploited, undermining the creativity

DFWLRQWR¿OHDFRPSODLQWEHIRUHWKHFRXUWDJDLQVWVXFK
DGPLQLVWUDWLYHDFWLRQ $UWLFOH ,WLVIXUWKHUVWLSXODWHG

and investment of rights holders and removing the
incentives for the creation of the works in the first

that where a party to an administrative ruling on a civil
dispute applies to the court for settling the civil dispute

Copyright
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FRQFXUUHQWO\WKHFRXUWPD\DFFHSWWKHFDVH $UWLFOH 

SAIC could consider that contrary evidence indicates

The working group will need to consider the impact of
this change in due course in light of experience gained

that the agreement in fact does exclude or restrict
FRPSHWLWLRQ$UWLFOH  DOVR UDLVHV VRPH FRQFHUQV LW

with the revision.

prohibits the refusal of a licence to an operator where

The SPC issued the Interpretation on the Civil
3URFHGXUH /DZ RI &KLQD (Interpretation  RQ  th
-DQXDU\7KLVInterpretation, which is composed

WKH,35FRQFHUQHGLVFRQVLGHUHGDQHVVHQWLDOIDFLOLW\
for manufacturing and operating activities. Again, the
Intellectual Property Rights Working Group will need to
consider the impact of the Provisions once they have
been implemented and experience has been gained in
their actual operation.

an information network. When the goods are delivered
through an information network the jurisdiction is the

EU-China IPR Cooperation

place where the purchaser is domiciled; if the goods are
delivered by other means the jurisdiction is the place of
delivery. Furthermore, when a tort is committed (which

,QWKH(XURSHDQ8QLRQDQG&KLQDDUHFHOHEUDWLQJ
WKHth anniversary of their diplomatic relations as well
DV WKH  th anniversary of their cooperation on IPR

arguably includes certain types of IPR violations),

issues.

the jurisdiction is the place where the tortious act
was committed or the place where the defendant is

This cooperation has been realised through annual

GRPLFLOHG $UWLFOH  RI WKH &RGH RI &LYLO 3URFHGXUH 
7KH 63& DGGV LQ$UWLFOH  RI WKH Interpretation, that

meetings, The IPR Dialogue, between officials on

the place where the tort or offense in respect of the

both sides, in Beijing and in Brussels, and through the
ELDQQXDO (8&KLQD ,35 :RUNLQJ *URXS PHHWLQJV

information network is committed includes the place

in Beijing, in the presence of European industry

where the information facilities (computer) are located,
and the place where the results of the offense take

representatives such as the European Chamber. Since
 IROORZXS PHHWLQJV KDYH DOORZHG PRUH LQGHSWK

SODFH,WUHPDLQVWREHYHUL¿HGZKHWKHUDQ,3RZQHUZLOO

discussions on certain topics of particular importance,

effectively be able to sue an Internet Service Provider

such as the Inclusive Development Theory initiated by
WKH63&LQ7KHVXFFHVVDQGXVHIXOQHVVRIWKHVH

before the court of its own domicile. The working group
will need to consider the impact of the Interpretation in

meetings has led both sides to upgrade the dialogue to

light of experience gained with it.

the level of vice minister in order to give it more weight.

IPR and the Anti-Monopoly Law
The SAIC issued the Provisions on the Prohibition of
the Abuse of Intellectual Property Rights to Exclude or
Restrict Competition (Provisions RQth$SULOWR
EHFRPHHIIHFWLYHRQst$XJXVW

The working group appreciates the offer made by
the European Commission with regards to making
information services for international protection of
trademarks available to all IP users, Chinese or foreign,
via the TM view system proposed by the Office for
Harmonisation in the Internal Market (OHIM).

The ProvisionsKDGEHHQXQGHUGLVFXVVLRQVLQFH
and are the result of a long examination process. They
address, in particular, the stipulation contained in Article
 RI WKH$QWL0RQRSRO\ /DZ WKDW WKH ODZ GRHV QRW
govern the business of business operators to exercise

The European Chamber encourages and supports such
initiatives.

their IPR, provided that they do not abuse their rights
to eliminate or restrict competition. An abuse of rights
is deemed to have occurred when operators reach a
monopoly agreement by way of exercising IPR. Article
 RI WKH Provisions creates a safe harbour, defining
what is not a monopoly agreement (where operators
are below a certain threshold in the relevant market or
alternative technologies exist). However, this harbour
LV QRW DEVROXWHO\ VDIH VLQFH$UWLFOH  DGGV WKDW WKH

 Provisions on the Prohibition of the Abuse of Intellectual Property Rights to
Exclude or Restrict Competition 6$,& th$SULO  YLHZHG nd -XO\ 
KWWSZZZVDLFJRYFQ]ZJN]\IE]MOÀGWBKWPO!
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RI  DUWLFOHV LQWURGXFHV VSHFLILF MXULVGLFWLRQ UXOHV
concerning purchase contracts executed by means of

Third Plenum Reality Check

What did the Third Plenum’s Decision say?

What is the reality?

Section Two: Horizontal Issues

'HHSHQLQJUHIRUPRIWKHPDQDJHPHQWV\VWHPIRUVFLHQFHDQGWHFKQRORJ\
“We will strengthen the application and protection of intellectual
property rights (IPR), improve the technological innovation incentive
mechanism, and explore ways to set up IPR courts.”
'HHSHQLQJUHIRUPRIWKHDGPLQLVWUDWLYHODZHQIRUFHPHQWV\VWHP
³:HZLOOLQWHJUDWHPDMRUODZHQIRUFHPHQWERGLHVUHODWLYHO\FHQWUDOLVH
WKH ODZHQIRUFHPHQW SRZHU SUHVV DKHDG ZLWK FRPSUHKHQVLYH
law enforcement, and do our best to resolve problems such as
overlapping functions and duplicate law enforcement to establish an
DXWKRULWDWLYH DQG HIILFLHQW DGPLQLVWUDWLYH ODZHQIRUFHPHQW V\VWHP
with the integration of power and responsibility. We will reduce the
hierarchy of administrative law enforcement, and allocate more
ODZHQIRUFHPHQW UHVRXUFHV WR WKH SULPDU\ OHYHO LQ VXFK NH\ DUHDV
as foodstuffs and medicines, production safety, environmental
protection, labour security, and coastal areas and islands. We will
straighten out the urban management law enforcement system, and
LPSURYH WKH OHYHO RI ODZHQIRUFHPHQW DQG VHUYLFH TXDOLW\ :H ZLOO
improve the procedure of administrative law enforcement, specify
areas of discretion, strengthen supervision over administrative law
enforcement, and comprehensively implement the responsibility
system as well as government funding for administrative law
enforcement, in order to promote strict, standardised, fair and
civilised law enforcement. We will improve the mechanism that
dovetails administrative law enforcement and criminal justice.”
 (QVXULQJ WKH LQGHSHQGHQW H[HUFLVH RI WKH MXGLFLDO DQG
procuratorial power in accordance with the law.
“We will reform the judicial administration system, unify the
management of staffs, funds and properties of courts and
procuratorates below the provincial level and explore ways to
establish a judicial jurisdiction system that is appropriately separated
from the administrative divisions to ensure that the state laws are
enforced properly and uniformly. We will establish a judicial personnel
PDQDJHPHQWV\VWHP¿WWLQJWKHLUSURIHVVLRQDOFKDUDFWHULVWLFVLPSURYH
WKH V\VWHP IRU XQLILHG UHFUXLWPHQW RUGHUO\ H[FKDQJH DQG OHYHOE\
level promotion of judges, procurators and the police, improve the
FODVVL¿HGPDQDJHPHQWV\VWHPRIOHJDOSHUVRQQHODQGJXDUDQWHHWKH
job security of judges, procurators and the police.”

Key Recommendations
1. Trademarks
1.1 Utilise the Examination Notice Procedure when
&ODUL¿FDWLRQRQ7UDGHPDUN$SSOLFDWLRQVLV1HHGHG
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Status

Parts of this promise are on track
for implementation, namely the
implementation of a separate
specialised system of IPR Courts.

Implementation of this promise
PD\EHUHÀHFWHGLQWKHSURSRVHG
draft fourth amendment of the
3DWHQW /DZ DV WKH\ UHODWH WR
devolving enforcement powers
to administrative authorities. The
UHVXOWVLPSDFWRIWKLVGHYROXWLRQ
will need to be assessed once
the final version of the fourth
amendment has been issued.
The same applies to the
$GPLQLVWUDWLYH 3URFHGXUH /DZ
ZKLFK FDPH LQWR HIIHFW RQ  st
0D\WKHLPSDFWRIZKLFK
will likewise have to be assessed
once more experience has been
garnered of its operation in
practice.

Regulations of the SPC on
WKH -XULVGLFWLRQV RI ,3 &RXUWV
in Beijing, Shanghai and
*XDQJ]KRX   1R might
constitute an opportunity to
implement this promise, by
experiencing new specific
SURFHGXUHV ,WV LPSDFWHIIHFW
will need to be assessed when
more practical experience has
been garnered with the new
specialist IPR court system.

Concern
Due to the time constraints imposed in the revised
7UDGHPDUN/DZWUDGHPDUNDSSOLFDWLRQVDUHDWWLPHVWRR
easily refused, or are accepted but registered in a way
WKDWPD\FDXVHSUREOHPVEHWWHUXVHRIWKHH[DPLQDWLRQ
notice procedure could avoid these inconveniences.
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Assessment
Whenever an examiner finds the slightest clerical
mistake (such as a typographical error) in an

2015/2016

1.2 Implement a New Regulation that Addresses the
Issue of the Unauthorised Use of Trademark
Names in Enterprise Names

application, which could be very easily rectified and
which does not affect the validity of the application, the

Concern

WUDGHPDUNLVÀDWO\UHIXVHGWKHFRQVHTXHQFHLVWKDWWKH

$FFRUGLQJWR$UWLFOHRIWKHUHYLVHG7UDGHPDUN/DZ

DSSOLFDQW ORVHV WKH EHQHILW RI WKH DSSOLFDWLRQSULRULW\
date.

the unauthorised use of a registered trademark as an
enterprise name, in such a way that it misleads the
public, is considered as an act of unfair competition,
to be handled pursuant to the law against unfair

or services the goods or services designated by the

VSHFL¿FSURYLVLRQVDGGUHVVLQJVXFKFDVHVDQGHYHQLID

original registration correspond, it happens that the

judgement orders an enterprise to change its name, the

examiner accepts the registration without mentioning

enforcement of such judgement is almost impossible.

competition. However, this law does not contain any

DQ\VXEFODVVRUZLWKDOOVXEFODVVHVPHQWLRQHG7KLV
creates problems at the enforcement stage, as the

Assessment

local Administration for Industry and Commerce (AIC)
bureaus are reluctant to enforce trademarks when no
precision is given as to which goods or services should

The PRC $QWL 8QIDLU &RPSHWLWLRQ /DZ dates back to
 DQG KDV QHYHU EHHQ UHYLVHG ,Q WKH DEVHQFH RI

be protected.

registered trademark and an enterprise name, the only

DQ\VSHFL¿FSURYLVLRQDGGUHVVLQJWKHFRQÀLFWEHWZHHQD
useable provision of this law is the general principle laid

Furthermore, when an application contains certain
characters that do not exist in standard English

GRZQLQ$UWLFOH&LYLOFRXUWVDUHVRPHWLPHVUHOXFWDQW
to base their decision on such a broad and general

OHWWHUV µQRQ (QJOLVK /DWLQ OHWWHUV¶  ZKLFK DUH QRW

principle.

accepted by Trademark Office practice, the examiner
chooses ex officio a replacement character without
asking the applicant. This can create confusion as
well as making the ensuing registrations effectively
XQHQIRUFHDEOH ZKHUH DV D UHVXOW WKH QDPH RI WKH
applicant is transformed into another name. For

Furthermore, the difficulty of enforcing a judgement
ordering the change of an enterprise name was already
explained in the IPR Position Paper 2011 and IPR
Position Paper 2012 HYHQ ZKHUH WKH MXGJHPHQW LV
QRWL¿HGE\WKHFRXUWWRWKHUHOHYDQWEXUHDXRIWKH$,&

example where ‘Möller’ is changed to ‘Moller’ or the
European Chamber’s President ‘Jörg Wuttke’ becomes

such notification is often insufficient to result in any
action. If the AIC is willing to enforce the judgement,

‘Jorg Wuttke’, and the local notaries become unable
to notarise the signing of the power of attorney of the
proprietor of the trademark to be enforced.

it has no authority to decide which other name should
replace the litigious one.

Recommendations
 Apply standard phonetic transliteration when

This is why it is proposed to follow the same solution
as in Hong Kong, where the Company Registrar
notifies the company that unless a change is made

DGDSWLQJQRQ(QJOLVK/DWLQOHWWHUVWRVWDQGDUG(QJOLVK
letters when processing international trademark

within a given period of time, the company will become
identifiable on the Company's Registry by its sole

applications; for domestic applications, apply the
Examination Notice Procedure—rather than just
rejecting the applications—where the applicant’s

registration number.
Recommendations

QDPHRUDGGUHVVFRQWDLQQRQ(QJOLVK/DWLQOHWWHUV
 Apply the Examination Notice Procedure—rather
than rejecting the applications—where applications

 Confirm that using a registered trademark as a
trade name or in a company name is an act of unfair
FRPSHWLWLRQZKLFKYLRODWHV$UWLFOHRIWKH35&$QWL

contain what the Trademark Office considers to be
QRQVWDQGDUGJRRGVDQGVHUYLFHV

8QIDLU&RPSHWLWLRQ/DZ
 When a final judgement is reached that orders the
PRGLILFDWLRQ RI D FRPSDQ\ QDPH VWLSXODWH D 
day time limit to take action, failing which the name
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Or, when an international application is received where
LW LV QRW FOHDU WR ZKLFK &KLQHVH VXEFODVVHV RI JRRGV

of the company will be deleted and replaced by its

administrative procedures are available, they must

registration number.

conform to principles equivalent in substance to other
principles set forth in this section of the TRIPS, (such

1.3 Explain that the Stock of Infringing Goods Detained

DV$UWLFOHZKHUHLWLVFOHDUWKDWLQIULQJLQJJRRGVPXVW

by a Seller Who Meets the Criteria of an ‘Innocent
Seller’, as Defined in Article 64.2 of the Trademark

be disposed of outside the channels of commerce,

Law, Must be Disposed of Outside the Channels of

and without compensation). Returning the goods with
a simple order to stop selling is clearly insufficient

Commerce

to guarantee that they will not be disposed of in the

Section Two: Horizontal Issues

channels of commerce.
Concern
7KHFRPELQDWLRQRI$UWLFOHRIWKHQHZ7UDGHPDUN
/DZ DQG$UWLFOH  RI WKH QHZ Implementing Rules

In fact, the confiscation and destruction (or giving to

creates a loophole, whereby if a seller of infringing

should not be considered as a penalty, but rather

goods claims ignorance, that person gets to keep

as a measure of protection of the social order. The

the infringing goods with a mere order to stop selling,

‘innocent seller’ would receive an order to stop selling

opening the possibility for those goods to return to the

similar infringing goods in the future, while not being

channels of commerce without further control.

sanctioned with a fine. However, the stock that has

charity etc.) of the stock already made and seized

EHHQVHL]HGVKRXOGEHGHDOWZLWKDFFRUGLQJWR$UWLFOH
Assessment

SDUDJUDSKRIWKH7UDGHPDUN/DZLHFRQ¿VFDWHGDQG

$UWLFOH  RI WKH 7UDGHPDUN /DZ SURYLGHV WKDW WKH
AIC, when it believes that an infringing act has been

destroyed.

committed, may order to stop the infringing act,
confiscate and destroy the infringing goods and the
tools to manufacture the infringing goods, and impose

Recommendation
 Explain that the stock of infringing goods detained by
a seller who meets the criteria of an ‘innocent seller’,

D¿QH+RZHYHUWKHDUWLFOHSURYLGHVIRUDQH[FHSWLRQ
in favour of the ‘innocent seller’. The seller who does

DVGH¿QHGLQ$UWLFOHRIWKH7UDGHPDUN/DZPXVW
be disposed of outside the channels of commerce.

not know that the goods are infringing, who can prove
WKDWKHVKHREWDLQHGWKHJRRGVWKURXJKOHJDOFKDQQHOV
DQG ZKR GLVFORVHV WKH QDPH RI KLV VXSSOLHU VKDOO EH
RUGHUHG E\ WKH$,& WR VWRS VHOOLQJ VXFK JRRGV No
VHL]XUHFRQ¿VFDWLRQRIJRRGVRU¿QHLVLPSRVHG7KLV
QHZSURYLVLRQLVFRQ¿UPHGE\$UWLFOHRIWKHUHYLVHG
Implementing Rules«WKHDGPLQLVWUDWLRQIRULQGXVWU\
and commerce shall order the seller to stop selling the
infringing products, and report the case to the supplier’s

1.4 Improve IPR Enforcement When a Registered
Trademark is Altered in Use so as to Constitute an
Infringing Use of Another Registered Trademark
(the ‘Infringed Mark’)
Concern
The intentional transformation of registered trademarks
into trademarks that infringe on previously existing

ORFDODGPLQLVWUDWLRQIRULQGXVWU\DQGFRPPHUFH

trademarks has become an increasingly worrisome
phenomenon in China – aside from suing before a

In practice, when the local AIC of the infringing supplier

People's Court, which takes time and money, no direct

receives such a report, it does not know how to respond
and will do nothing. More worryingly, the infringing

enforcement solution is available.

goods are then returned to the ‘innocent’ distributor, to
be disposed of at his discretion without any guarantee
that this will be done.

Assessment
'XULQJWKHWKLUGUHYLVLRQRIWKH7UDGHPDUN/DZDGUDIW
ZDV SURSRVHG E\ WKH 6$,& LQ  ZKLFK SURYLGHG

7KLV VHHPV WR FRQWUDGLFW$UWLFOH  RI WKH 75,36
regarding administrative procedures. When such

LQ$UWLFOH  WKDW ZKHQHYHU D UHJLVWHUHG WUDGHPDUN LV
altered to make it identical or similar to another party's
registered trademark in respect of the same or similar

 ,PSOHPHQWLQJ5XOHVRIWKH7UDGHPDUN/DZRIWKH3HRSOH¶V5HSXEOLFRI&KLQD,
6WDWH&RXQFLOth$SULOYLHZHGnd-XO\KWWSZZZFKLQDODZJRYFQ
DUWLFOHIJNG[IJ[]IJVKWPO
 Ibid
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WUDGHPDUN

FDUHIXOO\SODQQHG EDGIDLWK EHKDYLRXU WR GHYHORS

7KLVDLPHGWR¿OODORRSKROHLQ$UWLFOHRIWKHODZRI

without risk, which is contrary to the spirit of the new
7UDGHPDUN/DZDQGLWV$UWLFOHDERXWWKHSULQFLSOHRI

 «WKH7UDGHPDUN2I¿FHVKDOORUGHUWKHUHJLVWUDQW

good faith.

WRUHFWLI\WKHVLWXDWLRQZLWKLQDVSHFL¿HGSHULRGRUHYHQ
FDQFHO WKH WUDGHPDUN  1R SURFHGXUH H[LVWHG IRU WKH
victim of such an alteration to file an application to
the Trademark Office or the Trademark Review and
Adjudication Board (TRAB); it was only an ex officio

of the owner of the infringed mark, to conduct raid
actions on the basis of trademark infringement.
 Issue a rectification order making the registrant of
WKHWUDGHPDUNUHVSRQVLEOHIRUREWDLQLQJUHFWL¿FDWLRQ

7KH PRVW ZHOFRPH  GUDIW XQIRUWXQDWHO\ ZDV QRW
retained. On the contrary, the text finally promulgated
LQ  LV HYHQ OHVV HQIRUFHDEOH WKDQ WKH RULJLQDO

E\ DOO WKH OLFHQVHHV RU VXEOLFHQVHHV IDLOLQJ ZKLFK
the trademark shall be cancelled by the Trademark
2I¿FH

WH[W RI  ,W SURYLGHV WKDW ZKHQ D WUDGHPDUN
UHJLVWUDQW XQLODWHUDOO\ DOWHUV WKH WUDGHPDUN WKH ORFDO

2. Patents

administrative department for industry and commerce

2.1 Introduce an Effective Patent Linkage System

VKDOORUGHUKLPWRUHFWLI\WKHVLWXDWLRQZLWKLQDVSHFL¿HG
period; where the situation is not rectified at the

Concern

H[SLUDWLRQRIWKHVDLGSHULRGWKH7UDGHPDUN2I¿FHPD\
UHYRNHWKHUHJLVWHUHGWUDGHPDUN

7KH UHVHDUFKEDVHG SKDUPDFHXWLFDO LQGXVWU\ KDV
observed that generic drug companies submit drug

This text overlooked that, in most cases, the trademark

applications and obtain marketing approvals well
before the expiry date of the innovators’ valid patents,

registrant and the trademark user are not the same

and there is a concern that they cannot be efficiently

person. There may be many different trademark users,
according to the licensing arrangements made by the
registrant. This means that, in principle, it should be

VWRSSHG IURP D SDWHQWLQIULQJLQJ HDUO\ PDUNHW HQWU\
before patent expiry of the originator.

necessary for each local AIC to order rectification.

Assessment
This concern is based on the practice of the China Food
and Drug Administration (CFDA), which grants marketing

In practice, this can be almost impossible as the
numbers can reach hundreds. And even if they do,
WKH XVHUV KDYH DQ HDV\ GHIHQFH WKH\ FODLP WKDW WKH\
are not using a ‘transformed’ trademark but a different
trademark, and that this is an infringement issue, not a

approval to generic drugs without having considered
the relevant patent information of the originator. The

µUHFWL¿FDWLRQ¶LVVXH,IWKHORFDO$,&RUJDQLVHVDUDLGRQ
the grounds of infringement, the user can claim that it is

originator’s patent data is often missing from the
CFDA database and the generic drug companies are
not reporting on this originator’s patent protection

using a registered trademark, which makes the AIC very
cautious. As to the trademark registrant, he can claim
that he is not responsible for transformations made by

FRUUHFWO\DVZRXOGEHUHTXLUHGE\$UWLFOHRIWKHDrug
Registration Regulations (DRR). This leads to the fact
WKDW&)'$FDQQRWIXO¿OWKHVXSHUYLVLRQRISUHYHQWLQJD

the users.

market entry before patent expiry according to Article
 RI WKH DRR. Furthermore, the SPC has opined on

0HDQZKLOHWKHRZQHURIWKHSULRUUHJLVWHUHGWUDGHPDUN
is deprived of any direct action against the registrant of
the transformed trademark.6

scrutinising the grant of preliminary injunctions in patent
cases, which are critical for pharmaceutical companies
to avoid irreparable harm when an infringing product

This is highly unfortunate because it allows the most

enters the market before the expiry of the patent term
based on a market approval given by the CFDA.



35&7UDGHPDUN/DZUHYLVHGGUDIW (submitted for deliberation /HJLVODWLYH
$IIDLUV2I¿FHth1RYHPEHUYLHZHGnd-XO\KWWSZZZJRYFQ

J]GWFRQWHQWBKWP!
6 7UDGHPDUN /DZ RI 3HRSOH¶V 5HSXEOLF RI &KLQD 1DWLRQDO 3HRSOH¶V &RQJUHVV
th$XJXVW  YLHZHG rd -XO\  KWWSZZZVLSRJRYFQ]FIJIOIJVE
ÀM[]IJWBKWPO!

The Bolar Exemption was introduced into the Patent
/DZ LQ  RQ WKH RFFDVLRQ RI WKH WKLUG UHYLVLRQ RI
the law. It allows—without being considered as an
infringer—the use of a patented drug for the purpose of
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decision.

Recommendations
 Clarify that the local AIC is authorised, at the request

obtaining marketing approval before the expiry date of

pharmaceutical industry’s innovation cycle also

the patent. This provision allows generic companies to
prepare for the marketing of their drugs as soon as the

IDFHV DOUHDG\VKRUWHQHG HIIHFWLYH SDWHQW SURWHFWLRQ
terms due to regulatory approval procedures causing

patent protecting the original drug has expired.

delayed market entry. This innovation cycle relies

Section Two: Horizontal Issues

heavily on utilising the remaining effective patent term
However, by giving this beneficial right to the generic
drug companies the Chinese laws must effectively

to compensate for the high risk of the investment. A

ensure that any market entry relying on data obtained

effective recognition of the originators patent protection

under the privilege of the Bolar Exemption is not

should at least safeguard the minimum term of patent
protection that China is willing to guarantee in the

misused for a market entry before the expiry of a valid
patent. According to the current wording of Article
 RI WKH DRR, the generic applicant cannot submit
the generic application earlier than two years prior to

ZHOOHVWDEOLVKHG SDWHQW OLQNDJH V\VWHP EDVHG RQ WKH

absence of patent term extensions as granted by other
countries and in view of the scrutiny to grant preliminary
injunctions.

the expiry date of the patent and the authority should
approve the application only after the expiry date of

The Intellectual Property Rights Working Group

the patent. This hurdle, if used properly, would help to

understands that an effective patent linkage system

prevent misuse of the system.

LQYROYHVWKHORQJWHUPHIIRUWVIURPYDULRXVDXWKRULWLHV²
the CFDA, the SIPO and the courts—and that it will take

+RZHYHUGXHWRLQVXI¿FLHQWLQIRUPDWLRQRQWKHUHOHYDQW

time before it reaches full maturity. It is urgently requested

patent protection, or due to the fact that the CFDA does
not want to evaluate patent information, this provision

WKDWDEDODQFLQJPHFKDQLVPLQWKHSKDUPDFHXWLFDO¿HOGEH
put in place, including predictable preliminary injunctions

ZDVQRWXWLOLVHGHI¿FLHQWO\E\WKH&)'$,QWKH)HEUXDU\
 GUDIW RI WKH DRR, it was even proposed that the

and reasonable compensation to protect the legitimate
right of patentees, so as to encourage innovation in the
SKDUPDFHXWLFDO¿HOG

CFDA can grant marketing approval before the patent
expiry, although it should not be effective until after
patent expiry. If the draft DRR is passed as is, even
more generic companies will get approvals for products
covered by innovators’ patents and will put these
products on the market before the patent expiry, as
patent information on valid patents is disregarded. This

The suggested patent linkage in the DRR is an
immediate target in the discussion process of
current law reforms, but the working group would
also support other law changes that guarantee an
HIIHFWLYH HQIRUFHPHQW WRRO IRU UHVHDUFKEDVHG SKDUPD

causes irreparable damage to the patentees. When this
happens, the patentee’s only recourse is to enforce its

FRPSDQLHV LQ DOWHUQDWLYH ZD\V 7KH 3DWHQW /DZ LQ

patent and seek an immediate preliminary injunction
IURPWKHFRXUWEHIRUHWKHPDUNHWLV¿QDOO\GLVWXUEHGE\
the patent infringing, early market entry. However, due
to the scrutiny introduced by the SPC 2SLQLRQV, there

revised, should also offer improved opportunities for the
prevention against illegal market entries before patent
expiry.

may be an obstacle to obtaining a preliminary injunction
in the Chinese courts on new drug invention patents.

Recommendations
 0DLQWDLQ$UWLFOH  RI WKH DRR, and improve the

Some companies have noted positive developments in
obtaining preliminary injunctions also in pharmaceutical
patent cases, but would be looking forward to guidance
in the form of a judicial interpretation, especially
referencing the high value of pharmaceutical patents

effectiveness of the provision in the practice of the
CFDA.
 Clarify by an update that the SPC’s 2SLQLRQV of
 LV QR ORQJHU DQ REVWDFOH WR SKDUPDFHXWLFDO
companies’ effectively obtaining preliminary

which should allow for obtaining preliminary injunctions
consistently. Certainly, commercial harm by an early
illegal market entry is extremely high.

injunctions in pharmaceutical cases to prevent illegal
early market entry by generic drug companies.
 Encourage the CFDA, the SIPO and the courts to

Next to being burdened with high research and

work together to introduce an effective patent linkage
system in China based on the originator’s patent

GHYHORSPHQW 5 '  LQYHVWPHQW FRVWV DQG ULVNV RI
failure during the development of new drugs, the

84
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DUH VXEMHFW WR$UWLFOH  RI WKH /DZ RQ /HJLVODWLRQ
to ensure that pharmaceutical inventions receive
SDWHQWSURWHFWLRQ&KLQDDI¿UPVWKDWWKLVLQWHUSUHWDWLRQ

Concern
,QVSLWHRIWKH6,32 VVWDWHPHQWVGDWHGth December,

LV FXUUHQWO\ LQ HIIHFW IRU SDWHQW H[DPLQDWLRQV UH

 DQG RI &KLQD V SXEOLF DQQRXQFHPHQW PDGH RQ
nd -DQXDU\  FRQILUPLQJ WKDW WKH 6,32¶V Patent
Examination *XLGHOLQHV RI &KLQD (*XLGHOLQHV) allow

Relevant Chinese and U.S. agencies will continue to
HQJDJHRQVSHFL¿FFDVHV´

drug patent applicants to submit supplemental data

This followed up on a news briefing from the SIPO of
 th 'HFHPEHU  LQ ZKLFK LW ZDV VWDWHG WKDW D 

submissions of supplemental data. It appears therefore
that this clarification of the *XLGHOLQHV regarding the

SRVW¿OLQJH[SHULPHQWDOGDWDVXEPLWWHGE\WKHDSSOLFDQW

3DWHQW /DZ IRU FKHPLFDO LQYHQWLRQV LV LQ SUDFWLFH QRW

is evidence for originally disclosed facts, and (b) that
the new version of the *XLGHOLQHV does not have a

implemented.

shall be considered during the patent examination, if it

retroactive effect on old cases.
Assessment
Patent protection for new chemical entity (NCE)
inventions is the basic condition for the business model

It was however also stated that, if the technical

RI DOO UHVHDUFKEDVHG SKDUPDFHXWLFDO FRPSDQLHV

VROXWLRQFDQRQO\EHHVWDEOLVKHGXSRQFRQ¿UPDWLRQE\
experimental results, then experimental data must be

providing incentives for investment in new drug

provided in the original description.

GLVFRYHU\DQGSUHFOLQLFDODQGFOLQLFDOUHVHDUFK LQGXVWU\
DYHUDJHHXUR (85 ELOOLRQSHU1&( 

Currently, there are still numerous NCE patent
applications of European pharmaceutical companies

([DPLQHUVIURPWKH6,32IROORZHGDÀH[LEOHSUDFWLFDO

being rejected by SIPO examiners for lacking data in

DSSURDFK RI DOORZLQJ SRVWILOLQJ GDWD VXSSOHPHQWDWLRQ
XQGHULWV*XLGHOLQHV as proof of statements made
in the original application in several cases. However,
LQ  WKH 6,32 DPHQGHG LWV *XLGHOLQHV to restrict

WKHLQLWLDOSDWHQWVSHFL¿FDWLRQDQGSHQGLQJ35%UHYLHZ

H[DPLQHUV IURP FRQVLGHULQJ SRVW¿OLQJ GDWD LQ VXSSRUW
of the patentability of NCE inventions. Thereafter,

threats by generic drug companies for lacking data
in the original patent filing relying on the old strict

numerous NCE patent applications from European and
other pharmaceutical companies were rejected by SIPO

standard. European companies are highly interested
in guidance on the now established practice and its

examiners.
Furthermore, generic drug companies have been

establishment in the SIPO, the PRB of SIPO and the
courts, of defending their patent assets adequately and
avoiding further challenges.

successful in and are still trying to invalidate NCE
patents in China relying on retroactive application of the
VWULFWSUDFWLFHRIWKHDQG*XLGHOLQHV and the

This guidance should also clarify whether data can be
VXSSOHPHQWHG IRU RWKHU UHDVRQV SRVWILOLQJ 6HYHUDO

VWULFWH[DPLQHUSUDFWLFHHYHQDJDLQVW1&(SDWHQWV¿OHG
XQGHUWKH*XLGHOLQHV.
The Ministry of Commerce (MOFCOM) listed the
IROORZLQJ DV DQ DFFRPSOLVKPHQW RI WKH th &KLQD86
Joint Commission on Commerce and Trade (JCCT)
PHHWLQJV LQ LWV SXEOLF DQQRXQFHPHQW RQ  nd January,

³&KLQD UHDIILUPV WKDW WKH &KLQHVH 3DWHQW *XLGHOLQHV
permit patent applicants to file additional data after
¿OLQJWKHLUSDWHQWDSSOLFDWLRQVDQGWKDWWKH*XLGHOLQHV

In addition, many granted NCE patents covering highly
valuable pharmaceutical products still face invalidation

companies have observed that they are also prevented
from supplementing data to overcome a rejection of
a lack of inventive steps. This restrictive practice also
creates barriers preventing research companies from
obtaining patent protection for inventions that meet
the patentability criteria, if such data is accepted and
considered.

 -RLQW$FKLHYHPHQW /LVW RI WKH th &KLQD86 -RLQW &RPPLVVLRQ RQ &RPPHUFH
DQG 7UDGH 3HRSOH¶V 5HSXEOLF RI &KLQD DQG 8QLWHG 6WDWHV RI$PHULFD th
'HFHPEHUYLHZHGrd-XO\KWWSVXVWUJRYDERXWXVSROLF\RI¿FHV
SUHVVRI¿FHIDFWVKHHWV'HFHPEHU-&&7RXWFRPHV!
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DIWHU¿OLQJ6,32H[DPLQHUVDUHVWLOOUHMHFWLQJSRVW¿OLQJ

examinations, and representations before the Courts.

$KLJKO\UHFRPPHQGHG¿UVWFODUL¿FDWLRQFRXOGEHGRQH

WRGH¿QHDEURDGHUVFRSHRISURWHFWLRQE\GH¿QLQJWKH

by publishing relevant case decisions of the PRB and
the courts and amending the wording in the *XLGHOLQHV

claimed genes and proteins not only by the specific
sequence, but also by an additional range of identity

for more certainty.

stated as percentage of identity or homology, if it is
further defined that the genes or proteins retain their
function and utility or are mutants derived from the

Section Two: Horizontal Issues

Recommendations
 5HYLVH3DUW,,&KDSWHU6HFWLRQRIWKH6,32¶V
*XLGHOLQHV and other sections of the guidelines to

VDPHVRXUFHDVWKHH[HPSOL¿HGJHQHVRUSURWHLQV

FODULI\WKHDGPLVVLELOLW\RIWKHSRVW¿OLQJVXEPLVVLRQ

Accepting the use of percentages of identity or

of supplemental data.
 Publish specific decisions made by the PRB or the

homology in the claims is therefore crucial for biotech
innovators to obtain suitable patent protection for their

Beijing High Court to show the implementation of
WKH FODULILHG SUDFWLFH RI DGPLVVLELOLW\ RI SRVWILOLQJ

invention. Most patents that are limited to specific
sequences during patent prosecution are not providing

submissions of supplemental data.

meaningful protection as others can easily circumvent

 Provide clear guidance to patent examiners at the
SIPO and the PRB, as well as patent applicants,

them with mutants and trivial variants. In the absence of
such a protection scope, the encouragement to disclose

regarding the circumstances under which, and what

LQQRYDWLRQE\SDWHQW¿OLQJVDQGHQMR\SURWHFWLRQIRUWKH
term of the patent is lacking for the innovators in this

W\SHRISRVW¿OLQJGDWDZLOOEHFRQVLGHUHG

¿HOG
2.3 Introduce Adequate Protection for Biotechnology
Innovations Related to DNA and Amino Acid
Sequences

Recommendations
 Revise the SIPO’s *XLGHOLQHV to ensure that for
inventions in the field of biotechnology relating to

Concern

genes and proteins the obtainable patent protection

If genes or proteins have been isolated or identified
together with their function which has an innovative

LVQRWOLPLWHGWRRQO\WKHVSHFL¿FQXFOHRWLGHRUDPLQR

utility in the field of medicine or agriculture, the
obtainable patent protection often does not allow for the
LQFOXVLRQRIDQDORJXHVRIWKHVSHFL¿FJHQHVRUSURWHLQV
used according to the invention. This makes the
obtainable protection subject to simple circumvention
of the claims by trivial changes in the DNA or amino
acid sequences which maintain the same inventive
functionality and utility.
Assessment
The SIPO’s *XLGHOLQHV explain the patentability of
claims for genes or proteins. If a new function and
related utility has been invented, an isolated gene
or protein can be patented in the form of a specific
nucleotide sequence or amino acid sequences as listed
in the embodiments of the patent application. However,
trivial variants such as those obtainable by substitution,

acid sequences in the sequence listings of the
embodiments.
 Allow percentage value of identity or homology
related to genes and proteins in patent claims when
the claims also refer to the retained innovative utility
of such variants and homologues.

3. Copyright
3.1 Clarify What is Required to Provide Evidence of
Ownership
Concern
The copyright administrative authorities and the
criminal authorities often require burdensome levels of
evidence to demonstrate ownership of copyright. This
issue becomes particularly significant when hundreds
or thousands of different works (e.g. sound recordings,
journals, books) from one or more copyright owners are

deletion or addition of nucleotides or amino acids in the
sequence can only be claimed if the patent application
H[HPSOL¿HVVXFKYDULDQWV$EURDGHUVFRSHWKDQIRUWKH

being infringed at the same time.

VSHFL¿FDOO\OLVWHGVHTXHQFHLVWKHUHIRUHQRWSRVVLEOHIRU
a usual invention. However, it is trivial to use mutants or

To be put to task to demonstrate ownership through
detailed evidence of the chain of title of each and every
work being infringed can be simply unmanageable

otherwise amended variants in such cases. Most patent
offices outside China therefore allow the application
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explored as the burden on the rights owner is too great.

investigation and provide them with clearer and more

It is also necessary to clarify and bring forward the point
at which the burden will be passed to the defendant to

express guidance as to how complaints must be
handled.

demonstrate that he is validly licensed in relation to the
works being exploited.
Recommendations
 Offer clear guidance to the copyright administrative

ownership.
 Clarify and bring forward the point at which
the burden will be passed to the defendant to
demonstrate that the defendant is validly licensed.

Concern
7KH DPHQGPHQW RI WKH &RS\ULJKW /DZ KDV QRW EHHQ
JLYHQ WKH SROLWLFDO SULRULW\ WKDW LW GHVHUYHV ± LQ 
SDVVLQJ DQ DPHQGPHQW RI WKH &RS\ULJKW /DZ WR WKH
National People’s Congress (NPC) fell into the second
FDWHJRU\ RI SULRULWLHV LQ WKH 6&/$2 V OHJLVODWLYH ZRUN
plan.

3.2 Improve Administrative Enforcement
Concern
The experience of users of the administrative channel
for copyright enforcement, including the music,
VRIWZDUHDQG¿OPLQGXVWULHVLVWKDWWKHV\VWHPLVRIWHQ
ineffective, which appears to be due to a fundamental
lack of resourcing and commitment to the administrative
enforcement of copyright in itself.
Assessment
The experience of heavy users of the administrative
channel for copyright enforcement is that greater
FRPPLWPHQW LV JLYHQ WR WKH HQIRUFHPHQW RI LOOHJDO
unlicensed media and cultural activities (matters
regulated by State Administration of Press, Publication,
Radio, Film and Television (SAPPRFT) and the
Ministry of Culture) at the expense of ‘pure’ copyright
enforcement issues. This is manifested in many ways
LQFOXGLQJ
 ,QFRQVLVWHQWDQGEXUGHQVRPH¿OLQJUHTXLUHPHQWV
 Neither formal acceptance nor formal rejection of
complaints, meaning that complaints are simply ‘lost
in the system’;
 A lack of technical training, in particular regarding
infringement occurring on Internet or mobile platforms;
and
 )DLOXUHWRHQIRUFHDQGRUDQRYHUUHOLDQFHRQPHGLDWHG
solutions to avoid a formal decision or associated
SXQLVKPHQWDQG¿QH
Recommendation
 Assign dedicated officers within the copyright
administrative authorities to handle pure copyright
infringement cases, strengthen their powers of

Assessment
7KH &RS\ULJKW /DZ LQ &KLQD ILUVW FDPH LQWR HIIHFW
LQ  6LQFH WKHQ WKHUH KDV EHHQ QR PDWHULDO
amendment. A complete review and revision of the
&RS\ULJKW/DZWRPDNHLW¿WIRUWKHst century is under
way, but has recently stalled. The process began with
VRPH HQHUJ\ LQ  ZLWK WKH ILUVW GUDIW DPHQGPHQW
SURGXFHG LQ 0DUFK $ GUDIW DPHQGHG ODZ ZDV
passed from the National Copyright Administration of
&KLQD 1&$& WRWKH6&/$2DWWKHHQGRI7KH
WKLUGGUDIWDPHQGPHQW 6&/$2 V¿UVW IROORZHGVZLIWO\LQ
-DQXDU\EXWQRPDWHULDOSURJUHVVZKDWVRHYHUKDV
EHHQPDGHVLQFHWKHQGHVSLWHDIRXUWKGUDIWLQ
Recommendation
 Finalise and implement the amendments to the
&RS\ULJKW /DZ DV DQ DEVROXWH WRS SULRULW\ LQ WKH
6WDWH&RXQFLO/HJLVODWLYH$IIDLUV2I¿FH¶V 6&/$2 V 
legislative work plan, to ensure that the critical
SURJUHVV LQ WKH SURWHFWLRQ RI ULJKWKROGHUV WKDW LV
required today actually takes place.

4. Trade Secrets
4.1 Facilitate Criminal Prosecution of Trade Secret
Theft and Raise Penalties Imposed on Such
Infringements
Concern
Public awareness of the concept and proprietary nature
of trade secrets among China’s technology labour force
and IPR enforcement agencies has not progressed at
the same positive pace as for patents and trademarks
– updating laws and regulations with regard to trade
secret protection and enforcement is therefore highly
recommended.
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authorities and the criminal authorities as to what
evidence is necessary to create a presumption of

3.3 Finalise and Implement the Amendments to the
Copyright Law, Taking into Account Stakeholders'
Remaining Concerns, and Then Implement Them

Assessment
The burden of proof in many trade secret civil cases
acts as an undue hurdle for plaintiffs. The Interpretation

WR  ORZHUWKHEXUGHQRISURRIIRUDSODLQWLIIWREULQJ

of the Supreme People’s Court on Several Issues

secret misappropriation has been established by the
plaintiff and, thus, to decide that the burden of proof
should be shifted onto the defendant.

&RQFHUQLQJ WKH$SSOLFDEOH /DZV LQ WKH 7ULDO RI 8QIDLU

Section Two: Horizontal Issues

Competition Civil Cases (-,RQ8QIDLU&RPSHWLWLRQ&LYLO
Cases GRHVQRWFOHDUO\GH¿QHZKHQWKDWEXUGHQVKRXOG
shift to the defendant to show how it has acquired the

D WUDGH VHFUHW PLVDSSURSULDWLRQ FDVH DQG   OHW
judges determine when a prima facie case of trade

knowledge alleged to have been a misappropriated

 /RZHU VXEVWDQWLDOO\ WKH WKUHVKROG GDPDJHV DPRXQW
needed to bring a case in the -XGLFLDO,QWHUSUHWDWLRQ
of Unfair Competition in Criminal Intellectual Property

trade secret. It would be helpful to clarify the judge’s
discretion in determining when a reasonable account of

 Substantially increase penalties for misappropriation

WKHIDFWVLVVXI¿FLHQWWRVKLIWWKDWEXUGHQ

(IP) cases.
RI WUDGH VHFUHWV XQGHU WKH$QWL8QIDLU &RPSHWLWLRQ
/DZDQGWKHUXOHVRIWKH6$,&

In essence, the stealing of a trade secret is no different
than stealing a car. However, criminal enforcement of
WKHODWWHUDJDLQVWDQLGHQWL¿HGSHUSHWUDWRULVIDUHDVLHU
than enforcement of the former. The reluctance of
the Public Security Bureau (PSB) to engage in trade
secret theft cases might be due to the sometimes highly
technical nature of the criminal allegation, which the
36%PLJKW¿QGLWVHOILOOHTXLSSHGWRKDQGOH7KH36%LV
certainly dissuaded from pursuing such cases because
the Interpretations of the Supreme People's Court and
the Supreme People's Procuratorate on Several Issues
5HODWLQJ WR 6SHFLILF /DZV$SSOLFDEOH WR +DQGOLQJ RI
Criminal Cases of Intellectual Property Infringement (-,
on Criminal IP Cases) requires that the victim needs
WR VKRZ DW OHDVW &KLQHVH <XDQ &1<   LQ
damages. In addition, it is not always easy for a victim
to access the investigation documents or reports held

Abbreviations
CFDA
&702 

China Food and Drug Administration
&KLQD7UDGHPDUN2I¿FH

EU

European Union

(32



IPR
JCCT

(XURSHDQ3DWHQW2I¿FH
Intellectual Property Rights
Joint Commission for Commerce and
Trade

.,32



.RUHD,QWHOOHFWXDO3URSHUW\2I¿FH

MOFCOM
NCE
35%


Ministry of Commerce
New Chemical Entity
3DWHQW5HH[DPLQDWLRQ%RDUG

PSB
5 '
SAIC

Public Security Bureau
5HVHDUFKDQG'HYHORSPHQW
State Administration for Industry and



by the PSB, documents which may aid the victim in
SXUVXLQJ QRQFULPLQDO DYHQXHV RI MXVWLFH IRU H[DPSOH

SAPPRFT

if the PSB find trade secret misappropriation in an
investigation but decide not to pursue the case because
it doesn’t reach the criminal threshold. If so few cases

Commerce
State Administration of Press, Publication,
Radio, Film and Television

6&/$2 
6,32 

6WDWH&RXQFLO/HJLVODWLYH$IIDLUV2I¿FH
6WDWH,QWHOOHFWXDO3URSHUW\2I¿FH

are brought successfully and publicised, that merely
HPEROGHQVZRXOGEHWKLHYHVWRGRZURQJ

SPC
TRAB
WTO

Supreme People’s Court
Trademark Review and Adjudication Board
World Trade Organisation

What further emboldens wrongdoers is the relatively
ORZ¿QHIRUDFRPSDQ\IRXQGWRKDYHPLVDSSURSULDWHG
DQRWKHU¶V WUDGH VHFUHW FXUUHQWO\ DW &1<  WR
 XQGHU WKH$QWL8QIDLU &RPSHWLWLRQ /DZ DQG
6HYHUDO5XOHVRQ3URKLELWLQJ7UDGH6HFUHW,QIULQJHPHQW
enacted by State Administration for Industry and
Commerce (Rules of the SAIC).
Recommendations
 Modify the Interpretation of the Supreme People’s
Court on Several Issues Concerning the Applicable
/DZV LQ WKH 7ULDO RI 8QIDLU &RPSHWLWLRQ &LYLO &DVHV
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Key Recommendations
Section Two: Horizontal Issues

1. Provide European Small and Medium-sized Enterprises (SMEs) in China
with Better Access to Financing
 Develop and implement a SME lending strategy to assist all SMEs operating in China (including
(XURSHDQDQG&KLQHVHFRPSDQLHV WDNLQJLQWRDFFRXQWWKHIROORZLQJFRQVLGHUDWLRQV
 3URYLGHLQFHQWLYHVWRHQFRXUDJHEDQNVWRJUDQWVKRUWWHUPEDQNLQJRYHUGUDIWVIRU60(VIDFLQJ
temporary cash shortages.
 'HYHORSIRFXVHGFUHGLWULVNDVVHVVPHQWSURFHGXUHVV\VWHPVVXLWDEOHIRUWKHSURYLVLRQRI60(
loans.
 Implement Key Performance Indicators (KPIs) to encourage banks to issue loans to SMEs.
 (QFRXUDJH&KLQDWRHVWDEOLVKDGHGLFDWHGIXQGIRU¿QDQFLQJSDUWQHUVKLSVEHWZHHQ(XURSHDQ
and Chinese SMEs.
 5HPRYHUHJXODWRU\REVWDFOHVWKDWOLPLWIRUHLJQLQYHVWHGHQWHUSULVHV¶ ),(V¶ DFFHVVWRFUHGLW
¿QDQFLQJE\UHOD[LQJWKHIRUHLJQH[FKDQJHGHEWTXRWDUHTXLUHPHQWV µERUURZLQJJDS¶ 

2. Streamline and Increase the Transparency of Regulatory and Administrative
Requirements for SMEs in China
 ([SDQG WKH µRQHVWRSVHUYLFH¶ V\VWHP WR VXSSRUW DOO 60(V LQ &KLQD LQ IXOILOOLQJ WKHLU PXOWLSOH
registration and regulatory obligations, and provide authorised and accessible helplines of
relevant authorities where SME investors can receive clarification of policies with regards to
investments.
 Provide more business hubs for foreign SMEs in China at reasonable prices.

3. Establish Rule of Payment to Alleviate Cash Flow Burdens of SMEs in China
 Encourage relevant government bodies to review commercial terms written in bidding
GRFXPHQWVWRDOORZVWDWHRZQHGHQWHUSULVHV 62(V WRVLJQFRQWUDFWVZLWKQHJRWLDEOHSD\PHQW
terms with SMEs.
 Encourage China to issue guidelines similar to those being implemented by European Union (EU)
0HPEHU 6WDWHV WR HQVXUH WKDW JRYHUQPHQW DQG VWDWHDVVRFLDWHG LQVWLWXWLRQVLQFOXGLQJ62(V
respect contractual payment terms.
 Offer equal treatment to foreign SMEs when there is no legislative basis for differences between
domestic companies and FIEs in the bidding process.

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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Introduction to the Working Group
7KH,QWHU&KDPEHU6PDOODQG0HGLXPVL]HG(QWHUSULVH
60(  :RUNLQJ *URXS ZDV HVWDEOLVKHG LQ  DV
a new advocacy element of the European Union
(8  60( &HQWUH 3KDVH   with the objective of
VWUHQJWKHQLQJ DGYRFDF\ IRU (8 60(V 7KH ,QWHU
chamber SME Working Group is based on the existing

Section Two: Horizontal Issues

6PDOO DQG 0HGLXPVL]HG (QWHUSULVH 60(  )RUXP RI
the European Union Chamber of Commerce in China,
bringing together European SMEs and creating a strong
channel to express concerns and report challenges
WKH\ IDFH LQ FRQGXFWLQJ EXVLQHVV LQ &KLQD7KH ,QWHU
chamber SME Working Group’s recommendations
represent the concerns and interests of SMEs from all
EU Member States.

7KH (8 60( &HQWUH 3KDVH   UXQV IURP -XO\ 
WR -XO\  ,WV PDLQ REMHFWLYHV DUH DVVLVWLQJ
European SMEs to establish and develop a commercial
presence in the Chinese market (through exports
DQGRU LQYHVWPHQWV  E\ SURYLGLQJ (8 DGGHGYDOXH
support services; improving synergies and increasing
best practice sharing at the national and regional EU
business association levels, with the ultimate goal of
EHQH¿WWLQJ(860(VLQWHQGLQJWRGREXVLQHVVLQ&KLQD
and strengthening advocacy efforts on behalf of the EU
business community to help create a better business
environment.
In addition to the EU SME Centre, the China Intellectual
3URSHUW\ 5LJKWV ,35  60( +HOSGHVN LV DQRWKHU (8
funded project supporting SMEs in China with the
objective of protecting and enforcing their IPR in

The official EU definition of SMEs limits them to a
PD[LPXP VL]H RI  HPSOR\HHV DQG D PD[LPXP
DQQXDOWXUQRYHURIHXUR (85 PLOOLRQRUWRWDODVVHWV
RI(85PLOOLRQ European SMEs play an important
UROH LQ WKH (XURSHDQ HFRQRP\ DV WKH\ UHSUHVHQW 

or relating to China, through the provision of free
information and services.

Recent Developments

per cent of the businesses, hire two in every three
HPSOR\HHV DQG FRQWULEXWH  FHQWV LQ HYHU\ HXUR RI

2Q  th  $SULO  WKH 0LQLVWU\ RI ,QGXVWU\ DQG
Information Technology (MIIT), the Ministry of Finance

value added.

(MOF), the Ministry of Commerce (MOFCOM), the
Ministry of Science and Technology (MOST), and

In China, the definition of a SME varies by industry. 

the State Administration for Industry and Commerce

7KH\ UHSUHVHQW  SHU FHQW RI WKH WRWDO QXPEHU RI

(SAIC) released a joint notice on a decision to support

FRPSDQLHV FRQWULEXWH  SHU FHQW RI JURVV GRPHVWLF
SURGXFW *'3 DQGSHUFHQWRIWD[UHYHQXH6

H[HPSODU\ 60( VWDUWXSV DQG LQQRYDWLRQ EDVH FLWLHV
in an effort to support SME innovation, create a

 The EU SME Centre is a EU funded initiative helping SMEs get ready to do
EXVLQHVVLQ&KLQD/RFDWHGLQ%HLMLQJWKH&HQWUHSURYLGHVSUDFWLFDOLQIRUPDWLRQ
confidential advice, and training in the areas of business development, legal
issues, standards and HR to facilitate market access for European SMEs.
The Centre also acts as a platform to facilitate coordination among Member
States and European public and private sector service providers to SMEs. The
EU SME Centre is managed by six implementing partners who through their
knowledge and experience of the China market guide the strategic development
DQGPDQDJHPHQWRIWKH&HQWUH7KHVL[LPSOHPHQWLQJSDUWQHUVDUHWKH%HQHOX[
&KDPEHURI&RPPHUFHLQ&KLQDWKH&KLQD%ULWDLQ%XVLQHVV&RXQFLOWKH&KLQD
Italy Chamber of Commerce, Eurochambres, the Europ ean Union Chamber of
Commerce in China, and the French Chamber of Commerce in China.
 The ,QWHU&KDPEHU 60( :RUNLQJ *URXS 3RVLWLRQ 3DSHU represents
recommendations of SMEs from all EU Member States regardless of their
membership to the European Chamber.
 What is an SME" (XURSHDQ &RPPLVVLRQ YLHZHG  th 0D\ KWWS
HFHXURSDHXHQWHUSULVHSROLFLHVVPHIDFWVILJXUHVDQDO\VLVVPHGHILQLWLRQ
LQGH[BHQKWP!
 $3DUWLDODQG)UDJLOH5HFRYHU\(860($QQXDO5HSRUW, European
&RPPLVVLRQ-XO\YLHZHGth0D\KWWSHFHXURSDHXHQWHUSULVH
SROLFLHVVPHIDFWVILJXUHVDQDO\VLVSHUIRUPDQFHUHYLHZILOHVVXSSRUWLQJ

healthy business environment and promote fair market
FRPSHWLWLRQ$WRWDORI &KLQHVH<XDQ &1<   ELOOLRQ
will be granted to the exemplary capital cities by the
central government.
2Q  th  0DUFK  WKH 6WDWH$GPLQLVWUDWLRQ RI
Taxation (SAT) issued &DLVKXL>@1R to further
VXSSRUWVPDOODQGPLFURVL]HGHQWHUSULVHV¶GHYHORSPHQW
The notice provides preferential tax incentives to
enterprises with an annual taxable income equal to or
OHVVWKDQ&1<WKRXVDQGIURPst-DQXDU\WR
st'HFHPEHU

GRFXPHQWVDQQXDOUHSRUWVPHVBHQSGI!
 1RWLFHRQW\SHVDQGVWDQGDUGVRIVPDOODQGPHGLXPVL]HGHQWHUSULVHV, The Central
3HRSOH¶V*RYHUQPHQWRIWKH3HRSOH¶V5HSXEOLFRI&KLQDth -XQHYLHZHG
th$SULOKWWSZZZJRYFQ]ZJNFRQWHQWBKWP!
6 3URPRWH6PDOODQG0HGLXPVL]HG(QWHUSULVHV'HYHORSPHQW, Ministry of Industry

 1RWLFH RQ 6XSSRUWLQJ ([HPSODU\ 60( 6WDUWXS DQG ,QQRYDWLRQ %DVH &LWLHV,
&DLMLDQ >@ 1R  0LQLVWU\ RI )LQDQFH  th$SULO  YLHZHG  th
0D\  KWWSMMVPRIJRYFQ]KHQJZX[LQ[LWRQJ]KLJRQJJDR
WBKWPO!
 1RWLFHRQVPDOOORZSUR¿WHQWHUSULVHVLQFRPHWD[SUHIHUHQWLDOSROLFLHV, Caishui

DQG,QIRUPDWLRQ7HFKQRORJ\RIWKH3HRSOH¶V5HSXEOLFRI&KLQD 0,,7 nd May,
 YLHZHG  th$SULO  KWWST\VPLLWJRYFQQQ
QKWPO!

>@6WDWH$GPLQLVWUDWLRQRI7D[DWLRQth0DUFKYLHZHGth May,
 KWWSZZZFKLQDWD[JRYFQQQQQ
FFRQWHQWKWPO!
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Third Plenum Reality Check
What did the Third Plenum’s Decision13 say?

What is the reality?

6XSSRUWWKHKHDOWK\GHYHORSPHQWRIWKHQRQ

Access to financing is still a major challenge to
carrying out businesses in China, particularly for

public sector.

Status

SMEs.
The Central Government SME Development
Fund will be used to support SME development
in innovation to promote a healthy business
HQYLURQPHQWDQGIDLUPDUNHWFRPSHWLWLRQ7KH,QWHU

Section Two: Horizontal Issues

Deepen reform of the management system
for science and technology.

Chamber SME Working Group hopes foreign SMEs
ZLOOEHQH¿WIURPWKLVSRVLWLYHGHYHORSPHQW
)RUHLJQ60(VZKRPHHWWKHGH¿QLWLRQ are eligible for
WKHVH LQFHQWLYHV 7KH ,QWHU&KDPEHU 60( :RUNLQJ

GLI¿FXOWLHVLQJDLQLQJDFFHVVWR¿QDQFLQJ

Group appreciates the continuous efforts by the

Assessment

authorities to carry out the State Council’s decision on

The Chinese economy is currently experiencing a

supporting SMEs. However, EU SMEs are still facing

VORZGRZQ VR FRPSDQLHV DUH IDFLQJ D PRUH ILHUFH

FKDOOHQJHVGXHWRLVVXHVUHODWHGWRDFFHVVWR¿QDQFLQJ
late payments from clients, market access barriers,
application of legislation, IPR protection and attracting

competition, thus financing plays a bigger role in
business operations.

and retaining talent.

A series of regulations and policies were released in
WRDVVLVWZLWK60(¿QDQFLQJ+RZHYHULWLVVWLOOD

According to the European Chamber ’s Business
Confidence Survey (BCS) 2015, among the top ten

major challenge for SMEs. Key reasons for this are that

challenges for future business in China are the Chinese

60(VDUHFRQVLGHUHGDVEHLQJKLJKULVNDQGORZUHWXUQ
clients and local SMEs are preferred because of their

economic slowdown, rising labour costs, market access

better relationships with local banks.

barriers and investment restrictions, competition
IURP &KLQHVH SULYDWHO\RZQHG HQWHUSULVHV 32(V 

(XURSHDQ60(VUHO\RQVHYHUDOVRXUFHVIRU¿QDQFLQJ

ambiguous rules and regulations, and talent attraction
and retention.

7KH PDLQ VRXUFHV DUH LQWHUQDO SURILWEDVHG ILQDQFLQJ
or internal financing provided by related parties
such as shareholders (capital or shareholder loans),

Key Recommendations

management and employees, as well as external
ILQDQFLQJ E\ QRQEDQNLQJ ILQDQFLDO LQVWLWXWLRQV

1. Provide European SMEs in China with
Better Access to Financing
Concern
European SMEs operating in China still experience
 1RWLFHRQW\SHVDQGVWDQGDUGVRIVPDOODQGPHGLXPVL]HGHQWHUSULVHV The Central
3HRSOH¶V*RYHUQPHQWRIWKH3HRSOH¶V5HSXEOLFRI&KLQDth -XQHYLHZHG
th-XQHKWWSZZZJRYFQ]ZJNFRQWHQWBKWP!
([DPSOHV RI WKH LPSRUWDQFH RI ,35 SURWHFWLRQ FDQ EH IRXQG LQ WKH (XURSHDQ
Chamber’s Rail Position Paper.
 For more information on HR challenges, please refer to European Chamber’s
+XPDQ5HVRXUFHV3RVLWLRQ3DSHU.
 European Business in China Business Confidence Survey 2015, European
8QLRQ &KDPEHU RI &RPPHUFH LQ &KLQD th -XQH  YLHZHG th June,
 SKWWSZZZHXURSHDQFKDPEHUFRPFQHQSXEOLFDWLRQVDUFKLYH
%XVLQHVVB&RQ¿GHQFHB6XUYH\B!
7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision.

(e.g. financial leasing companies, credit guarantee
FRPSDQLHVDQGPLFURORDQFRPSDQLHV ZKRVH¿QDQFLQJ
costs are extremely high for SMEs. Other types of
financing include equity financing through business
angles, venture capital and private equity funds.
%DQN ORDQV IRU IRUHLJQLQYHVWHG HQWHUSULVHV ),(V 
can also be obtained against guarantees from banks
outside of China, which typically require further risk
assessment of European headquarter entities. Foreign
exchange loans, which theoretically should be easier
WR EH DFFHVVHG E\ ),(V DUH OLPLWHG E\ WKH VRFDOOHG
‘borrowing gap’, which is the difference between the
total investment and the minimum required capital
corresponding to the amount invested.
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7DEOH5DWLREHWZHHQWRWDOLQYHVWPHQWDQGUHJLVWHUHG

with such processes.



capital

Ratio of minimum registered

Total Investment

capital of total investment

8SWR86'PLOOLRQ 
86'PLOOLRQ

Section Two: Horizontal Issues

86'PLOOLRQ

!86'PLOOLRQ

RU86'PLOOLRQZKLFKHYHULV

Assessment
a. Regulatory requirements of registration and
availability of government authorities for explanations
on policies
After receiving approval to establish a FIE by the local

the larger

JRYHUQPHQW LW LV QHFHVVDU\ WR JHW DGGLWLRQDO SHUPLWV

RU86'PLOOLRQZKLFKHYHULV
the larger

UHJLVWUDWLRQVILOLQJV IURP VHYHUDO GLIIHUHQW JRYHUQPHQW

RU86'PLOOLRQZKLFKHYHU
is the larger

agencies before a SME becomes operational, usually
requiring a waiting period of several months, during
which office rents and other expenses are incurred.
,Q DGGLWLRQ DQQXDO UHUHJLVWUDWLRQV PXVW EH GRQH DW
several government agencies, requiring considerable

Recommendations

resources from SMEs.

 Develop and implement a SME lending strategy
to assist all SMEs operating in China (including
European and Chinese companies), taking into

Besides lengthy administrative procedures, SMEs

DFFRXQWWKHIROORZLQJFRQVLGHUDWLRQV

clarification on certain regulations through designated

 3URYLGH LQFHQWLYHV WR HQFRXUDJH EDQNV WR JUDQW
VKRUWWHUP EDQNLQJ RYHUGUDIWV IRU 60(V IDFLQJ
temporary cash shortages.
 ' H Y H O R S  I R F X V H G  F U H G L W  U L V N  D V V H V V P H Q W
SURFHGXUHVV\VWHPV VXLWDEOH IRU WKH SURYLVLRQ RI
SME loans.
 ,PSOHPHQW .3,V WR HQFRXUDJH EDQNV WR LVVXH
loans to SMEs.
 (QFRXUDJH &KLQD WR HVWDEOLVK D GHGLFDWHG IXQG
IRU¿QDQFLQJSDUWQHUVKLSVEHWZHHQ(XURSHDQDQG
Chinese SMEs.
 Remove regulatory obstacles that limit FIEs’ access
WRFUHGLW¿QDQFLQJE\UHOD[LQJWKHIRUHLJQH[FKDQJH
debt quota requirements (‘borrowing gap’).

2. Streamline and Increase the Transparency
of Regulatory and Administrative
requirements for SMEs in China
Concern
The relatively fragmented nature of China’s regulatory
V\VWHPPDNHVLWGLI¿FXOWIRUIRUHLJQFRPSDQLHVLQ&KLQD
WR   DFFHVV UHOHYDQW UHJXODWRU\ LQIRUPDWLRQ IRU WKHLU

often need to consult with government authorities for
helplines, which sometimes are unreachable in major
investment cities such as Beijing, Shanghai and
Guangzhou due to the fact that the line is busy or no
one is answering. Different explanations are sometimes
provided by different branches and offices from the
same government authority, making the situation more
confusing for SME investors who are seeking a clear
picture of the feasibility of their proposed investments.
b. Establishment of FIEs
Foreign investors are required to submit relevant
materials to apply for establishing FIEs to the competent
department and then make registrations upon receiving
WKHDSSURYDOFHUWL¿FDWHWRREWDLQWKHFRUUHFWOLFHQFHWR
do business and start operations. Foreign investors
shall also get other approvals depending on the
business scope.
In accordance with the revisions of the Rules for the
,PSOHPHQWDWLRQRIWKH/DZRIWKH3HRSOH¶V5HSXEOLFRI
&KLQDRQ)RUHLJQFDSLWDO(QWHUSULVHV, the new changes

EXVLQHVV   XQGHUVWDQG WKH IUHTXHQW FKDQJHV LQ

SOHDVHVHH7DEOH KHOSWRJUHDWO\HDVHPDUNHWDFFHVV
controls for companies. However, in practice, SMEs
are still required to submit minimum registered capital

WKH UHJXODWLRQV DQG   PDQDJH WKH KLJK YROXPH RI
administration work set by multiple regulating agencies.

by some authorities. It is nonetheless guaranteed that
DSSOLFDWLRQVVXEPLWWHGXSRQUHTXLUHPHQWVDUHVXI¿FLHQW

This is a particular burden for SMEs who often do not
have the resources and expertise to effectively deal
,QWHULP 5HJXODWLRQ RQ -RLQW 9HQWXUH 3URSRUWLRQ RI 5HJLVWUDWLRQ &DSLWDO DQG
7RWDO ,QYHVWPHQW 6WDWH$GPLQLVWUDWLRQ IRU ,QGXVWU\ DQG &RPPHUFH st May,
 YLHZHG th -XQH  KWWSZZZVDLFJRYFQÀG\IE]GM]]FIJ
WBKWPO!
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7DEOH7KHPDLQFKDQJHVRI&RUSRUDWH/DZ
$SSURYDO&HUWL¿FDWHUHFHLYHGEHIRUH

$SSURYDO&HUWL¿FDWHUHFHLYHGDIWHU

1st March, 2014

1st March, 2014 (including the date)

0LQLPXPUHTXLUHGDPRXQWRIUHJLVWHUHGFDSLWDO


/LPLWHGOLDELOLW\FRPSDQ\&1<

Cancelled

2QHSHUVRQOLPLWHGOLDELOLW\FRPSDQ\&1<
-RLQWVWRFNOLPLWHGFRPSDQ\&1<PLOOLRQ
Registered capital shall be consistent with the scale of
operation

Cancelled



6XEPLVVLRQRIFDSLWDOYHUL¿FDWLRQFHUWL¿FDWHV

Cancelled



Annual inspection by the relevant Administration for Industry
and Commerce

Cancelled

Recommendations
 ([SDQGWKHµRQHVWRSVHUYLFH¶V\VWHP to support all
60(VLQ&KLQDLQIXO¿OOLQJWKHLUPXOWLSOHUHJLVWUDWLRQ

Section Two: Horizontal Issues



comply with their payment obligations.

and regulatory obligations and provide authorised

Unlike doing business with international companies or
Chinese POEs, SMEs who conduct businesses with

and accessible helplines of relevant authorities

SOEs have limited negotiation powers over payment

where SME investors can receive clarification on

terms as payment terms are generally considered as

policies in regards to investments.
 Provide more business hubs for foreign SMEs in

QRQQHJRWLDEOHE\62(V$WWKHVDPHWLPH60(VDUH
UHTXLUHG WR SD\ D  SHU FHQW GRZQ SD\PHQW DQG 

China at reasonable prices.

per cent prior to delivery of the goods necessary for
production to suppliers.

3. Establish Rule of Payment to Alleviate
Cash Flow Burdens of SMEs in China

By definition, SMEs are small entities that need to
deal with clients who often do not respect contractual

Concern
1RQQHJRWLDEOH SD\PHQW WHUPV ZLWK 62(V DQG ODWH

payment terms and who, on account of their larger size,
usually have more leverage in negotiations. The reality

payments from clients result in liquidity problems for
SMEs.

negatively impacts SMEs’ overall business operations
in China.

Assessment
As access to bank loans is limited for SMEs in general

Recommendations
 Encourage relevant government bodies to review

and foreign SMEs in particular, substantial reserve
assets are a prerequisite for business operations in
China. When dealing with SOEs, there are a number of

commercial terms written in bidding documents
to allow SOEs to sign contracts with negotiable
payment terms with SMEs.

obstacles that limit the overall chances of success for
SMEs. For example, SMEs in the industrial sector are

 Encourage China to issue guidelines similar to those
being implemented by EU Member States to ensure

SDLGDSHUFHQWGRZQSD\PHQWUHFHLYHSHUFHQW
DW GHOLYHU\ RQ VLWH  SHU FHQW DW FRPPLVVLRQLQJ DQG
WKH UHPDLQLQJ  SHU FHQW DW WKH HQG RI WKH ZDUUDQW\

WKDW JRYHUQPHQW DQG VWDWHDVVRFLDWHG LQVWLWXWLRQV
including SOEs, respect contractual payment terms.
 Offer equal treatment to foreign SMEs when there is

SHULRG  PRQWKV 7KLV PHDQV WKDW RQO\  SHU FHQW
RIWKHWRWDOSD\PHQWLVVHFXUHGZKLOHWKHUHPDLQLQJ
per cent is fully dependent on the clients’ willingness to

no legislative basis for differences between domestic
companies and FIEs in the bidding process.

&RPSDULVRQRIWKH&RUSRUDWH/DZEHIRUHDQGDIWHUUHYLVLRQ&KLQD*RQJVL
)DYLHZHGth-XQHKWWSZZZFQJVIFRPGXLELKWP!
'RQJ%LVKXL7KH)LUVWLQ3ROLF\WREH,QWURGXFHGLQ=KHMLDQJSHRSOHFQrd
-XQHYLHZHGth-XQHKWWSSROLWLFVSHRSOHFRPFQQ
FKWPO!
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Abbreviations
%&6



%XVLQHVV&RQ¿GHQFH6XUYH\

&1<
EU



&KLQHVH<XDQ &XUUHQF\
European Union

),(



)RUHLJQ,QYHVWHG(QWHUSULVH

GDP

Gross Domestic Product

KPI

Key Performance Indicator

MIIT

Ministry of Industry and Information
Technology

MOF

Ministry of Finance

MOFCOM
MOST

Ministry of Commerce
Ministry of Science and Technology

32(



SAIC
SAT

State Administration of Taxation

60(
62(
USD
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3ULYDWHO\2ZQHG(QWHUSULVH
State Administration for Industry and
Commerce




6PDOODQG0HGLXPVL]HG(QWHUSULVH
6WDWH2ZQHG(QWHUSULVH
United States Dollars (Currency)
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Legal and Competition Working Group

Key Recommendations
1. Eliminate Restrictions for Foreign Legal Services
Section Two: Horizontal Issues

 $OORZIRUHLJQODZ¿UPVWRSUDFWLFH3HRSOH¶V5HSXEOLFRI&KLQD 35& ODZWKURXJKWKHHPSOR\PHQWRI
LQGLYLGXDOVZKRDUHTXDOL¿HGXQGHU35&ODZ
 $OORZODZ\HUVLQIRUHLJQODZ¿UPVWRUHSUHVHQWWKHLUFOLHQWVEHIRUH&KLQHVHJRYHUQPHQWDXWKRULWLHV
 Roll out more breakthroughs under the Pilot Work Plan of Establishing a Close Cooperation Mechanism
%HWZHHQ&KLQHVHDQG)RUHLJQ/DZ)LUPV in the China Shanghai Pilot Free Trade Zone (CSPFTZ) (Pilot
Work Plan  0LQLVWU\RI-XVWLFH 02- th-DQXDU\ LQSDUWLFXODUWRSHUPLWWKHHVWDEOLVKPHQWRI
UHDO6LQRIRUHLJQMRLQWODZYHQWXUHV -/9V WRSUDFWLVHLQWKHLURZQQDPHERWK&KLQHVHODZDQGIRUHLJQ
law.

2. Adopt Regulations That Encourage Fair Enforcement of the Anti-Monopoly
Law (AML)
Rules and transparency
 ,VVXHFRPSUHKHQVLYHUXOHVDQGJXLGHOLQHVRQDOOUHPDLQLQJNH\DVSHFWVRIWKH$0/SURPSWO\LQRUGHUWR
promote fuller understanding and compliance by businesses, and to offer them greater legal certainty;
ZKHUHVXFKUXOHVRUJXLGHOLQHVDUHQRWDYDLODEOHWKH$QWL0RQRSRO\(QIRUFHPHQW$XWKRULW\ $0($ 
ERGLHVVKRXOGWDNHWKLVODFNRIFODULW\LQWRDFFRXQWLQWKHLUHQIRUFHPHQWRIWKH$0/
 Amend existing rules and guidelines where appropriate to reflect the evolving case law and practice
of the enforcement authorities as well as judicial interpretations adopted by the Supreme People’s
&RXUW 63& LQRUGHUWRHQVXUHWKDWEXVLQHVVHVEHWWHUXQGHUVWDQGWKH$0/DQGUHODWHGLPSOHPHQWLQJ
regulations and remain in compliance.
Fair enforcement
 Utilise external experts and make available to parties and their advisers the reports on which the AMEA
bodies rely.
 6XSSRUWWKHHIIRUWVRIWKH63&LQSURPRWLQJFDVHVEURXJKWXQGHUWKH$0/DVZHOODVFRQVLVWHQW
LQWHUSUHWDWLRQDSSOLFDWLRQDQGHQIRUFHPHQWRIWKH$0/E\&KLQD VHQIRUFHPHQWDXWKRULWLHV
 $GRSWVWDQGDUGSXEOLFDWLRQFKDQQHOVVXFKDVZHEVLWHVIRUDOOLQIRUPDWLRQUHOHYDQWWR$0/HQIRUFHPHQW
including new measures, decisions and consultations.
Concentrations
 3XEOLVKQRWLFHVRQOLQHRQQRQVLPSOHFDVHVLGHQWLI\LQJWKHQRWLI\LQJSDUWLHVDQGWKHVHFWRULQYROYHGLQWKH
transaction.
 $SSO\DQGHQIRUFHWKH$0/WUDQVSDUHQWO\SXEOLVKLQJGHWDLOHGDQGUHDVRQHGGHFLVLRQVLQDOOQRQVLPSOH
cases in order to increase understanding of the review process and standards of the AMEA bodies.
 (QVXUHWKDWH[WHUQDOHOHPHQWVGRQRWREVWUXFWWKHVZLIWDQGSURPSWGHFLVLRQPDNLQJSURFHVVRIQRWL¿HG
concentrations.
 Enable notifying parties to engage with external consultants appointed by the Ministry of Commerce
02)&20 WRDGYLVHRQQRWL¿HGWUDQVDFWLRQV

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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 1RWLI\WKHSDUWLHVLQDIRUPDOZD\RIDQ\FRPSHWLWLRQFRQFHUQVGXULQJWKHDVVHVVPHQWSURFHVVDWOHDVW
GD\VEHIRUHWKHHQGRIWKHVHFRQGSKDVHUHYLHZ
International Standards
 (QVXUHWKDWWKHLPSOHPHQWDWLRQDQGHQIRUFHPHQWRIWKH$0/GRHVQRWXQIDLUO\GLVFULPLQDWHEHWZHHQ
GRPHVWLFFRPSDQLHVDQGIRUHLJQRZQHGHQWHUSULVHV ),(V LQSDUWLFXODULQOLJKWRI$UWLFOHRIWKH$0/
 &RQWULEXWHWRWKHGHYHORSPHQWRI,QWHUQDWLRQDO&RPSHWLWLRQ/DZ ,&/ SROLF\WKURXJKSDUWLFLSDWLRQLQWKH
International Competition Network (ICN), and other international bodies.
Section Two: Horizontal Issues

 (QVXUHWKDWWKHDSSOLFDWLRQDQGHQIRUFHPHQWRIWKH$0/LVFRQVLVWHQWZLWK,&/SROLF\DQGSUDFWLFHZKLOH
adopting policies and approaches suited to the Chinese context.

3. Continue Working Towards Greater Transparency and Strengthening the
Rule of Law
 Standardise the public consultation process, allow for at least eight weeks for comments on drafts of
laws and regulations and publish stakeholders’ comments and regulators’ feedback.
 Publish all laws and regulations prior to implementation, improve the online publication of laws and
UHJXODWLRQVDQGSURYLGHRI¿FLDO(QJOLVKWUDQVODWLRQVRILPSRUWDQWUXOHVDQGUHJXODWLRQV
 Enforce only those laws and regulations that have been previously published in official journals or
through other media.
 Ensure that the Regulation &RQFHUQLQJWKH3XEOLFDWLRQRI3HRSOH¶V&RXUWV-XGJHPHQWVDQG5XOLQJVRQ
the Internet (5HJXODWLRQ  63&st1RYHPEHU UHTXLULQJWKHSXEOLFDWLRQRIFRXUWMXGJHPHQWV
on the SPC’s designated official website will be implemented by individual people’s courts, including
cases involving local government interests.
 Ensure that all judgements issued by a court can be accessed and reviewed by any interested party, not
only the litigants or their counsels.
 Permit foreigners to attend civil and commercial hearings in the People’s Courts.
 )XUWKHUGH¿QHWKHVFRSHRIVWDWHVHFUHWV
 Continue to focus on the advancement of the rule of law and quickly implement the blueprint set out in
the 'HFLVLRQRQ0DMRU,VVXHV&RQFHUQLQJ&RPSUHKHQVLYHO\$GYDQFLQJWKH5XOHRI/DZ (the Decision)
)RXUWK3OHQXPth2FWREHU 

Introduction to the Working Group

Recent Developments

&UHDWHG LQ  WKH /HJDO DQG &RPSHWLWLRQ :RUNLQJ
Group aims to foster greater legal transparency and
awareness of legal developments affecting foreign

The working group highlights the following significant

investment and trade in China and advocates for
EHWWHU DFFHVV WR WKH OHJDO PDUNHW IRU IRUHLJQ ODZ ¿UPV
LQ &KLQD ,W QRZ FRPSULVHV DURXQG  LQGLYLGXDOV
UHSUHVHQWLQJRYHUPHPEHUFRPSDQLHVDQGLVDFWLYH
in the Beijing, Shanghai and South China chapters
RI WKH (XURSHDQ &KDPEHU7KHVH LQGLYLGXDOV DUH L 
ODZ\HUVIURP(XURSHDQEDVHGODZ¿UPVUHJLVWHUHGZLWK
the Ministry of Justice (MOJ); (ii) European lawyers
working in other foreign law firms registered with the
02-RULQ&KLQHVHODZ¿UPVDQG LLL LQKRXVHFRXQVHOV
for European corporate entities with a presence within
China.
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developments in the Chinese legal system during the
SDVW\HDU
The Closer Economic Partnership Arrangement (CEPA)
2Qth'HFHPEHUDQHZDJUHHPHQWZDVVLJQHG
between the Hong Kong Special Administrative Region
Government (HKSARG) and the Ministry of Commerce
(MOFCOM) under the framework of the Mainland China
and Hong Kong CEPA. This agreement, aiming to
achieve basic liberalisation of trade in services between
Guangdong and Hong Kong, ensures that Hong Kong
)RUWKHSXUSRVHVRIWKLVSDSHUµ0DLQODQG&KLQD¶LVGH¿QHGDVWKHJHRJUDSKLFDO
area known as the People’s Republic of China, excluding the special
administrative regions of Hong Kong and Macau but including Hainan.

European Business in China Position Paper
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Third Plenum Reality Check
What did the Third Plenum’s Decision3 say?

What is the reality?

Relaxing control over investment access.

/HJDOVHUYLFHVKDYHEHHQPRYHGIURPWKHµUHVWULFWHG¶
to the ‘prohibited’ category.

“We will promote the orderly opening up of
finance, education, culture, healthcare and
other service sectors.”

)RUHLJQODZ¿UPVFDQQRWSUDFWLFH35&ODZWKURXJKWKH
HPSOR\PHQWRILQGLYLGXDOVTXDOL¿HGLQ35&ODZ
0DQ\ DVSHFWV RI WKH DSSOLFDWLRQ RI WKH$0/ UHPDLQ
unclear, detailed reasoning in important cases remains

Section Two: Horizontal Issues

 Enacting market rules that are fair, open
and transparent.

Status

unpublished and an increasing number of transactions
approved by the MOFCOM are subject to remedies
which can be far reaching.
/DFNRIWUDQVSDUHQF\LQWKHSURPXOJDWLRQHODERUDWLRQ

IX. Promoting of the Rule of Law.

and implementation of laws and regulations by
legislative, judiciary and administrative bodies remains
an issue.

will continue enjoying the most preferential liberalisation
measures. For example Hong Kong legal service

between Chinese and foreign law firms. The
Implementation Measures brought into effect the MOJ’s

suppliers who have acquired Mainland China legal
SURIHVVLRQDOTXDOL¿FDWLRQVDUHDOORZHGWRDFWDVDJHQWV

policy to allow deeper collaboration in the CSPFTZ
EHWZHHQPDLQODQG&KLQHVHDQGIRUHLJQ¿UPV7KHPDLQ

in civil litigation cases relating to Hong Kong residents

GHYHORSPHQWVRIWKLVQHZUHJXODWLRQDUH

DQGMXULGLFDOSHUVRQVDFFRUGLQJWRWKHVSHFL¿FVFRSHRI
permitted business.

,I D IRUHLJQ ILUP KDV D UHSUHVHQWDWLYH RIILFH LQ WKH
CSPFTZ, it is allowed to enter into an agreement

The working group notes that this agreement,
LPSOHPHQWHG RQ  st 0DUFK  ZLOO VWLOO LPSURYH

with a Chinese firm to second lawyers to each
other’s offices. The People’s Republic of China

business opportunities for Hong Kong law firms in
Mainland China and allow them to have further and
better access to Mainland China’s legal market than

35& ODZ\HUVZRUNLQJLQWKHIRUHLJQ¿UP¶V&63)7=
representative office can provide PRC legal advice
while the foreign counsel working in Chinese firms

QRQ+RQJ.RQJODZ¿UPV
China (Shanghai) Pilot Free Trade Zone (CSPFTZ)
a) 1RWLFHRQ)RUZDUGLQJWKH,PSOHPHQWDWLRQ0HDVXUHV
IRU 0XWXDO$VVLJQPHQW RI /DZ\HUV WR 6HUYH DV /HJDO
Consultants by Chinese and )RUHLJQ /DZ )LUPV LQ
WKH &63)7= and the Implementation Measures for
(FRQRPLF$VVRFLDWLRQ %HWZHHQ &KLQHVH DQG )RUHLJQ
/DZ)LUPVLQWKH&63)7= (Implementation Measures)
(General Office of the People's Government of
Shanghai Municipality developed by the Shanghai
0XQLFLSDO%XUHDXRI-XVWLFH 6+%2- th November,
 

can provide legal advice on foreign law.
:LWKLQ WKH &63)7= IRUHLJQ ILUPV DQG &KLQHVH
firms are allowed to enter into an association on a
contractual basis. In this way, the two firms remain
financially independent and separate entities, but
can join forces to provide legal services to clients.
The PRC legal advice can only be provided by the
&KLQHVH¿UPLQWKHDVVRFLDWLRQ

 Pilot Work Plan of Establishing a Close Cooperation Mechanism Between
&KLQHVH DQG )RUHLJQ /DZ )LUPV LQ WKH &63)7= 02-  th January,
 YLHZHG  th  -XQH  KWWSZZZPRMJRYFQOVJ]J]]GV

7KH /HJDO DQG &RPSHWLWLRQ :RUNLQJ *URXS ZHOFRPHV
the creation of the CSPFTZ and is encouraged by the
fact that it aims to explore cooperative mechanisms

FRQWHQWFRQWHQWBKWP"QRGH !
7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of
&KLQD&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKD
decision laying out new economic and policy initiatives – the Decision.
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Updates on the Anti-Monopoly Law (AML)
a) Provisions on Imposing Additional Restrictive
&RQGLWLRQV RQ &RQFHQWUDWLRQV RI %XVLQHVV 2SHUDWRUV
(Provisions  7ULDO  02)&20th'HFHPEHU 

European Union (EU) Member States and China. The
working group is concerned about the latest update of
the )RUHLJQ ,QYHVWPHQW ,QGXVWU\ *XLGDQFH &DWDORJXH
)RUHLJQ ,QYHVWPHQW &DWDORJXH which moved the
provision of legal services from the ‘restricted’ to the

The Provisions identifies three types of restrictive

‘prohibited’ category in what has been seen as a step

FRQGLWLRQV ZKLFK DUH L  VWUXFWXUDO FRQGLWLRQV VXFK

backwards in the opening process.

Section Two: Horizontal Issues

as divesting tangible assets, intangible assets (e.g.
intellectual property rights (IPR)) and other related
interests; (ii) behavioural conditions, such as the

Chinese law firms are allowed to offer local legal

licensing of key technologies (including patents,

as they face no restrictions to access the European

NQRZKRZ RU RWKHU ,35  DQG LLL  K\EULG FRQGLWLRQV

OHJDO VHUYLFHV PDUNHW ,Q OLJKW RI WKLV WKH /HJDO DQG

combining both structural and behavioural conditions.
The Provisions DOVR LGHQWL¿HV WKH UDQJH SURFHGXUH RI

Competition Working Group would like to draw this to

services when establishing their offices in Europe

divesting and all the obligations and responsibilities of

the attention of the EU negotiating team so that it can
EH GLVFXVVHG ZLWKLQ WKH IUDPHZRUN RI7KH (8&KLQD

the MOFCOM, divestiture obligor and assignee.

Comprehensive Agreement on Investment (CAI), in
order to call for equal market access for European law

b) Rules on the Prohibition of Abuses of IPR for the
Purposes of Eliminating or Restricting Competition

¿UPVLQ&KLQD

(Rules) (State Administration for Industry and Commerce
6$,& th$SULO 

Further opening up of the legal services sector would
allow clients of Mainland Chinese companies to have
better access to guidance on the impact of international

The Rules’ essential goal is that of prohibiting business
operators from restricting and eliminating competition

laws and practice, and would simultaneously provide
foreign investors with better access to Chinese legal

by exercising IPR and to address two categories of
,35UHODWHG DQWLFRPSHWLWLYH FRQGXFW PRQRSROLVWLF

advice in an international environment for operating

agreements and abuse of market dominance. It
H[SUHVVO\ LQGLFDWHV WKDW LW ZLOO QRW DSSO\ WR DQ\ SULFH
related monopolistic conduct.

or doing business in China. The working group would
ZHOFRPHSURJUHVVLQWKHIROORZLQJWKUHHVHJPHQWV
Employment of Chinese-qualified lawyers by EU law
¿UPV

Key Recommendations

European law firms should be allowed to hire PRC

1. Eliminate Restrictions for Foreign Legal
Services

TXDOLILFDWLRQ WR SUDFWLFH 35& ODZ$OORZLQJ &KLQHVH
TXDOL¿HG ODZ\HUV WR SUDFWLFH DV 35&TXDOL¿HG ODZ\HUV
in foreign law firms will give those law firms' clients—

Concern
The working group is concerned about the continuing
restrictions placed on foreign lawyers and foreign

ERWK &KLQHVH DQG IRUHLJQ²IDVWHU PRUH FRVWHIIHFWLYH
DQGPRUHHI¿FLHQWDFFHVVWR35&ODZDQGIRUHLJQODZ
advice. It will also broaden the career prospects of

law firms operating in China, including professional
assistance with regards to PRC law and cooperation

35&TXDOL¿HGODZ\HUVDOORZLQJWKHPWRJURZDQGJDLQ
expertise in an international environment, which will

ZLWK35&¿UPVDQGODZ\HUV
Assessment
7KH /HJDO DQG &RPSHWLWLRQ :RUNLQJ *URXS ZHOFRPHV
the registration and control of foreign law firms and
lawyers by appointed authorities, as this happens in
most foreign jurisdictions. However, the elimination of
restrictions on the provision of legal services by them is
an area of increasing importance in fostering economic
progress and working relationships between the
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qualified lawyers without affecting those individuals'

DOVREHQH¿W&KLQHVHLQYHVWRUVDEURDG
Participation of lawyers from foreign law firms in
meetings with the Chinese Government
Appearance, participation and representation by
ODZ\HUV RI IRUHLJQ ODZ ILUPV LQFOXGLQJ 35&TXDOLILHG
lawyers) before Chinese government authorities and
   )RUHLJQ ,QYHVWPHQW ,QGXVWU\ *XLGDQFH &DWDORJXH, MOFCOM and NDRC,
th0DUFKYLHZHGRQth-XQHKWWSZZZVGSFJRYFQ]FIE
]FIEOWBKWPO!

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

RWKHUSXEOLFQRQMXGLFLDODXWKRULWLHVRQEHKDOIRIWKHLU
FOLHQWV LV SHUPLWWHG RFFDVLRQDOO\ DQG RQO\ RQ D FDVH
E\FDVH EDVLV ,Q FURVV ERUGHUWUDQVDFWLRQV RU ZKHUH

2015/2016

2. Adopt More Regulations and Guidelines
on Implementing the AML

partners are prevented from determining the choice
and composition of their own legal teams. This lack of

unclear, detailed reasoning in important cases remains
unpublished and an increasing number of transactions

DWUDQVSDUHQWDQGFRQVLVWHQWO\HQIRUFHGULJKWRIDFFHVV

approved by the MOFCOM are subject to remedies

and representation for lawyers working in foreign

ZKLFK FDQ EH IDU UHDFKLQJ DQG FUHDWH ORQJWHUP

law firms often reduces the quality of the information
exchange with the Chinese authorities and can

administrative burdens and costs.

sometimes result in misunderstandings between the

Assessment
7KH /HJDO DQG &RPSHWLWLRQ :RUNLQJ *URXS ZHOFRPHV

Chinese government authorities and the investors. As a
government proceedings in their international context is

WKH LQFUHDVHG HQIRUFHPHQW RI WKH $0/ DFURVV D
number of sectors as it sends a strong message

impaired.

from the Chinese authorities about their intention to

)RUHLJQ¿UPV¶DFFHVVWRMRLQWODZYHQWXUHV -/9V

SURPRWH PDUNHWRULHQWHG UHIRUP DQG VDIHJXDUG IDLU
competition. This is in line with China’s reform agenda
as laid down in the Third and Fourth Plenums. Some

result, foreign investors’ ability to understand Chinese

The signing of Supplement X LQ  DQG WKH QHZ
DJUHHPHQW VLJQHG LQ 'HFHPEHU  XQGHU WKH
framework of the Mainland and Hong Kong CEPA

RI WKHVH HQIRUFHPHQW FDVHV DUH KLJKSURILOH RQHV WKDW

clearly indicates that China is committed to opening part
RILWVOHJDOPDUNHWWR+RQJ.RQJODZ¿UPV

investigations are carried out fully in accordance
with the rule of law, one of the central themes of the

can provide China with an opportunity to demonstrate

Fourth Plenum. However, for this to happen, legal best
A further step has been taken with the Pilot Work
Plan of Establishing a Close Cooperation Mechanism

practices must be embraced in order to ensure that
administrative law enforcement is carried out impartially,

%HWZHHQ&KLQHVHDQG)RUHLJQ/DZ)LUPLQWKH&63)7=
(Pilot Work Plan  th-DQXDU\ DOUHDG\EURXJKW
into effect through the Implementation Measures.

transparently and consistently. The working group
regrets these principles, essential to any competition
regime, are still not generally applied.

It may additionally be extended to the other (at the
time of writing) announced free trade zones (FTZs).
Under such regulation the secondment of lawyers and

([DPSOHVRIWKLVLQFUHDVHLQHQIRUFHPHQWOHYHOVLQFOXGH
L  *OHQFRUH;VWUDWD  the largest merger in mining

contractual associations between foreign and PRC
firms with offices within the FTZs would be permitted.
However, further developments under the Pilot Work
Plan still appear very much restricted since it does not

history, was subjected to structural and behavioural
UHPHGLHV LPSRVHG E\ WKH 02)&20 LL  0DUXEHQL
Gavilon, 6 where the MOFCOM ruled that Marubeni

SHUPLWIRUHLJQ¿UPVWRHVWDEOLVKMRLQWYHQWXUHV -9V ZLWK
domestic counterparts that can independently practise
both Chinese and foreign law.
Recommendations
 Allow foreign law firms to practice PRC law through
WKHHPSOR\PHQWRILQGLYLGXDOVZKRDUHTXDOL¿HGXQGHU
PRC law.
 Allow lawyers in foreign law firms to represent their
clients before Chinese government authorities.
 Roll out more breakthroughs under the Pilot Work
Plan, in particular to permit the establishment of real
6LQRIRUHLJQ-/9VWRSUDFWLVHLQWKHLURZQQDPHERWK
Chinese law and foreign laws.

had to establish, within six months from the merger
clearance date, two separate and independent legal
entities and operation teams in charge of the export and
VDOHV RI VR\EHDQV WR &KLQD DQG LLL  WKH 3 1HWZRUN
Alliance, prohibited by the MOFCOM. Other examples
  $QQRXQFHPHQW 1R  RI  RQ 'HFLVLRQV RI$QWLPRQRSRO\ 5HYLHZ
against Concentration of Undertakings in the Acquisition of Xstrata plc by
*OHQFRUH,QWHUQDWLRQDO3OFZLWK$GGLWLRQDO5HVWULFWLYH&RQGLWLRQV, MOFCOM,
 YLHZHG RQ  th  -XQH  KWWSIOGMPRIFRPJRYFQDUWLFOH
]W[[VKWPO!
6

$QQRXQFHPHQW 1R  RI  RQ 'HFLVLRQV RI$QWLPRQRSRO\ 5HYLHZ
DJDLQVW&RQFHQWUDWLRQRI8QGHUWDNLQJVLQWKH$FTXLVLWLRQRI*DYLORQ+ROGLQJV
by Marubeni Corp with Additional Restrictive Conditions, MOFCOM,
 YLHZHG RQ  th  -XQH  KWWSIOGMPRIFRPJRYFQDUWLFOH
]W[[VKWPO!

$QQRXQFHPHQW1RRIRQ'HFLVLRQVRI$QWLPRQRSRO\5HYLHZDJDLQVW
&RQFHQWUDWLRQRI8QGHUWDNLQJVE\3URKLELWLQJ0DHUVN06&DQG&0$&*0IURP
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Section Two: Horizontal Issues

into China, both foreign investors and their Chinese

Concern
0DQ\ DVSHFWV RI WKH DSSOLFDWLRQ RI WKH$0/ UHPDLQ

an investment is being made by a foreign investor

are the vertical agreements that have attracted the

th -XQH  SURKLELWLQJ WKH 3 1HWZRUN$OOLDQFH

National Development and Reform Commission’s
1'5&¶V  LQWHUHVW LQ UHFHQW \HDUV VXFK DV L  WKH

EHWZHHQ WKUHH FRQWDLQHU VKLSSLQJ OLQHUV 0DHUVN /LQH
Mediterranean Shipping Company and CMA CGM.

&KLQHVH<XDQ &1<   PLOOLRQ UHVDOH SULFH ILQH WKH
1'5& LPSRVHG RQ 0HUFHGHV LQ$SULO  RU LL  WKH

The European business community welcomes the

&1<PLOOLRQ¿QHWKH1'5&LPSRVHGRQ4XDOFRPP
LQ)HEUXDU\WKHKLJKHVW¿QHWRGDWH

publication of courts’ judgements, provided that the
FRQ¿GHQWLDOLW\RIWKHSURFHHGLQJLWVHOILVUHVSHFWHGDVD

Section Two: Horizontal Issues

positive development. In this respect, it would be helpful
+RZHYHU GHVSLWH WKH IDFW WKDW WKH$QWL0RQRSRO\

LIWKH$0($ERGLHVFUHDWHGZHEVLWHVRQZKLFKDOO$0/

Enforcement Authority (AMEA) bodies are becoming
more savvy and experienced and, therefore, some

related documentation can be published, including
D FRPSUHKHQVLYH DQG XSWRGDWH FRS\ RI WKH$0/

progress on the implementation process has been

LPSOHPHQWLQJ UHJXODWLRQV IXOO\UHDVRQHG GHFLVLRQV

made during the recent years, there is still uncertainty

notices, guidance, a summary of filings received, an

DPRQJ EXVLQHVVHV UHJDUGLQJ WKH$0/ HQIRUFHPHQW

indication of the sector involved in the transaction and

processes. This uncertainty derives from the lack

so on. Many other competition authorities have created

RI FODULW\ ZLWK UHJDUGV EXW QRW OLPLWHG WR L  WKH

such websites, in particular the European Commission

rights to confidentiality; (ii) standards, fairness and

(EC) and national competition authorities. The

proportionality of the proceedings; (iii) deadlines that

publication of such information encourages compliance

DSSO\WRQRWL¿HGSDUWLHVDQG LY WKHQXPEHUDQGW\SH

ZLWKWKH$0/E\EXVLQHVVHVE\HQKDQFLQJDZDUHQHVV

RI DGGLWLRQDO LPSOHPHQWLQJ UHJXODWLRQVJXLGDQFH WKDW
can be expected from the AMEA bodies. As a result,

of obligations. It is also important to ensure that any
communication with the press does not undermine

business operators in China keen to comply with the
law continue to face challenges and more and more
companies step up their demands for clarity and

the individual rights of defendants, while ensuring
appropriate publicity of a case at the same time.

transparency. The absence of such clarification may

The working group remains keen to work with
relevant EU and Chinese government bodies such

HOLPLQDWHRUUHGXFHWKHSRVLWLYHHFRQRPLFEHQH¿WVWKDW
an effective competition law affords companies and

as the Directorate General (DG) for Competition,

FRQVXPHUV DVVHWRXWLQ$UWLFOHRIWKH$0/ 

the EU Delegation to China and Mongolia and the
AMEA bodies, in order to develop more frequent and

0RUHVSHFL¿FDOO\UHJDUGLQJWKHSURFHVVWUDQVSDUHQF\

structured dialogue between EU businesses in China

should be granted. Inspections should not prejudge the
outcome of the investigation and full rights of defence

and the three bodies entrusted by the State Council
ZLWK$0/HQIRUFHPHQWQDPHO\WKH02)&20WKH6$,&

must be afforded to the companies in question.

and the NDRC.

In relation to merger control, the working group

Examples of issues where further guidance is

encourages the MOFCOM to publish notice of filings

needed include:
 Concentrations, in particular the notion of control;
 7KH31HWZRUN$OOLDQFHKDVFUHDWHGDGHJUHHRI
ambiguity as to when control by contract arises.
Guidance in this regard would be welcomed in view of

IRUQRQVLPSOHFDVHV²LPPHGLDWHO\XSRQDFFHSWDQFH²
including basic information on the merging parties,
the sector concerned and the indicative deadline for
the MOFCOM's decision. The working group further
encourages them to publish these decisions as soon as
possible after clearance, with more detailed information,
e.g. the involved relevant markets. Clarification will
HQKDQFHWKHTXDOLW\RIDQ\¿OLQJVDQGWKXVFUHDWHPRUH
effective proceedings for the MOFCOM. An example
of this lack of transparency and detailed information
on the decision process is the MOFCOM’s decision of

Establishing a Network Center02)&20YLHZHGRQth-XQH
KWWSÀGMPRIFRPJRYFQDUWLFOH]W[[VKWPO!
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the number of different forms of alliances that currently
exist in certain industries (e.g. the airline industry, the
shipping industry).
 7KHQRWLRQRIµ-9V¶
 A significant number of notified transactions involve
-9V7KHEURDGGH¿QLWLRQVXQGHUWKH$0/PHDQWKDW
IXOO\IXQFWLRQDODQGQRQIXOO\IXQFWLRQDO-9VUHTXLUH
QRWL¿FDWLRQ7KHFKDOOHQJHLVGHWHUPLQLQJZKLFKLIDQ\
NLQGRI-9VVKRXOGQRWTXDOLI\DVDFRQFHQWUDWLRQ
 Merger remedies;
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 Timelines for the submission of remedies and
negotiations, including the protection of third party
rights.
  +ROGVHSDUDWH UHPHGLHV D FRQFHUQ WR FRPSDQLHV
given the potentially indefinite timeframe of such
remedies.
 C r i t e r i a o n a s s e s s i n g c o m p e t i t i o n i m p a c t o f
concentrations;
 The circumstances in which the MOFCOM will
outside the context of a simple case.
 Detailed guidance on how the MOFCOM interprets the
DVVHVVPHQWFULWHULDLQ$UWLFOHRIWKH$0/LQFOXGLQJ
by reference to market share thresholds and indicative
of the Herfindahl–Hirschman Index (HHI) and the
concentration ratio (CRn) measures.
 The circumstances in which the MOFCOM may
LQWHUYHQHLIWKH¿OLQJWKUHVKROGVDUHQRWPHW
 7KHDSSOLFDWLRQRIWKH$0/WRWKHH[HUFLVHRI,35
 'HWHUPLQDWLRQRIWKHFLUFXPVWDQFHVLQZKLFKSULFH
related conduct with respect to the exercise of IPR will
be considered problematic.
 The calculation of fines in the context of conduct
investigations by the NDRC and the SAIC as well as
the MOFCOM investigations for failure to notify;
 The market share threshold under which agreements
will not be considered as monopoly agreement (de
minimis rules);
 Automatic exemption for some types of agreements
(block exemption);
 The inconsistency of the leniency programmes
between the SAIC and the NDRC;
 &RQVLVWHQW DSSOLFDWLRQ DQG HQIRUFHPHQW RI WKH$0/
by the AMEA bodies, as well as consistency in law
enforcement and rule making between private litigation
DQGDGPLQLVWUDWLYHHQIRUFHPHQWRIWKH$0/DQG
 The MOFCOM's review procedure, especially during
WKHSUHFRQVXOWDWLRQSKDVHIRVWHULQJWKHGHYHORSPHQW
of a predictable review timetable and limiting the
instances where merging parties are forced to withdraw
DQGUH¿OHWKHLUQRWL¿FDWLRQ
Recommendations
Rules and Transparency
 Issue comprehensive rules and guidelines on all
UHPDLQLQJ NH\ DVSHFWV RI WKH$0/ SURPSWO\ LQ RUGHU
to promote fuller understanding and compliance by
businesses, and to offer them greater legal certainty;
where such rules or guidelines are not available,
the AMEA bodies should take this lack of clarity into
DFFRXQWLQWKHLUHQIRUFHPHQWRIWKH$0/

 Amend existing rules and guidelines where appropriate
to reflect the evolving case law and practice of
the enforcement authorities as well as judicial
interpretations adopted by the SPC, in order to ensure
WKDWEXVLQHVVHVEHWWHUXQGHUVWDQGWKH$0/DQGUHODWHG
implementing regulations and remain in compliance.
Fair Enforcement
 Utilise external experts and make available to parties
and their advisers the reports on which the AMEA
bodies rely.
 Support the efforts of the SPC in promoting cases
EURXJKW XQGHU WKH $0/ DV ZHOO DV FRQVLVWHQW
LQWHUSUHWDWLRQDSSOLFDWLRQDQGHQIRUFHPHQWRIWKH$0/
by China's enforcement authorities.
 Adopt standard publication channels, such as websites,
IRU DOO LQIRUPDWLRQ UHOHYDQW WR$0/ HQIRUFHPHQW
including new measures, decisions and consultations.
Concentrations
 3XEOLVKQRWLFHVRQOLQHLQQRQVLPSOHFDVHVLGHQWLI\LQJ
the notifying parties and the sector involved in the
transaction.
 $SSO\ DQG HQIRUFH WKH$0/ WUDQVSDUHQWO\ SXEOLVKLQJ
GHWDLOHG DQG UHDVRQHG GHFLVLRQV LQ DOO QRQVLPSOH
cases in order to increase understanding of the review
process and standards of the AMEA bodies.
 Ensure that external elements do not obstruct the
VZLIW DQG SURPSW GHFLVLRQPDNLQJ SURFHVV RI QRWLILHG
concentrations.
 Enable notifying parties to engage with external
consultants appointed by the MOFCOM to advise on
QRWL¿HGWUDQVDFWLRQV
 Formally notify the parties of any competition concerns
GXULQJWKHDVVHVVPHQWSURFHVVDWOHDVWGD\VEHIRUH
WKHHQGRIWKHVHFRQGSKDVHUHYLHZ
International Standards
 Ensure that the implementation and enforcement of the
$0/GRHVQRWXQIDLUO\GLVFULPLQDWHEHWZHHQGRPHVWLF
FRPSDQLHVDQG),(VLQSDUWLFXODULQOLJKWRI$UWLFOHRI
WKH$0/
 &RQWULEXWH WR WKH GHYHORSPHQW RI ,&/ SROLF\ WKURXJK
participation in the ICN, and other international bodies.
 Ensure that the application and enforcement of the
$0/ LV FRQVLVWHQW ZLWK ,&/ SROLF\ DQG SUDFWLFH ZKLOH
adopting policies and approaches suited to the Chinese
context.
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3. Continue Working Towards Greater
Transparency and Strengthening the Rule
of Law

public consultation process should be made more
transparent by publishing all contributions received from
stakeholders on draft laws and regulations, together
with feedback from regulators on the stakeholders’

As a member of the World Trade Organisation (WTO),

FRPPHQWVLQDPDQQHUVLPLODUWRWKH(&ZHEVLWH<RXU
9RLFHLQ(XURSH Due to the lack of transparency in the

China is obliged to comply with the transparency
UHTXLUHPHQWVLQLWVDFFHVVLRQSURWRFRODOWKRXJKVLJQL¿FDQW

current consultation process, it is little more than a ‘black
box’, and foreign stakeholders may be discouraged

progress has been made, and the Chinese Communist

from providing comments since no comprehensive

Party has recently reaffirmed its commitment to the

assessment of such comments is provided when

rule of law, the lack of transparency in the elaboration,

UHJXODWLRQVDUHSXEOLVKHGLQWKHLU¿QDOIRUP

Section Two: Horizontal Issues

Concern

promulgation and implementation of laws and regulations
by legislative, judiciary and administrative bodies

2I¿FLDOSXEOLFDWLRQRIODZVDQGUHJXODWLRQV

remains an issue for European companies operating in
the Chinese market.

Upon its accession to the WTO, China made a
commitment to establish an official journal dedicated
to the publication of all laws, regulations and other

Assessment
A key element in China’s accession to the WTO relates
to laws, regulations and other rules related to trade and

measures concerning or affecting trade in goods
DQG VHUYLFHV RU WKH$JUHHPHQW RQ 7UDGH5HODWHG
Aspects of Intellectual Property Rights (TRIPS).

LQYHVWPHQW :KLOH WKHUH KDV EHHQ VLJQL¿FDQW SURJUHVV
in the quality of drafting, timeliness of issuance and

This is achieved to some extent through the website
PDLQWDLQHGE\WKH6&/$2 However, this tool remains

ease of interpretation of PRC laws and regulations
since China’s accession to the WTO, further attention
still needs to be paid to issues of transparency, uniform

EDVLF DQG LQVXIILFLHQWO\ XVHUIULHQGO\ 7KH ZRUNLQJ

application and broad administrative discretion in

DQG K\SHUOLQNLQJ IHDWXUHV DV ZHOO DV HQVXULQJ VDPH
day publication of all laws and regulations. This would

applying laws and regulations, and judicial review of
administrative decisions.
Public consultation process
The working group welcomes the progress that has
been made and the fruitful dialogue that has been
established between some PRC legislative organs
and EU stakeholders. Public consultation is a crucial
HOHPHQW LQ WKH ODZPDNLQJ SURFHVV DV LW IDFLOLWDWHV
the resolution of potential problems in the practical
LPSOHPHQWDWLRQRIODZVEHIRUHWKHLURI¿FLDOSURPXOJDWLRQ
and therefore enables better legislation to be
promulgated.
'HVSLWH WKH WUDQVSDUHQF\ HIIRUWV RI WKH /HJLVODWLYH
$IIDLUV2I¿FHRIWKH6WDWH&RXQFLO 6&/$2 WRPDLQWDLQ
their public consultation website,  many ministries
and commissions still do not allow for a consultation
SHULRG RI DW OHDVW  GD\V IRU SXEOLF FRQVXOWDWLRQ RI
draft regulations, as committed to by China in the
Interim Measures on Solicitation of Public Comments
RQ 'UDIW /DZV DQG 5HJXODWLRQV.  In addition, this

group encourages the Chinese Government to further
invest in this tool by including professional search

work to enhance the rule of law by providing greater
accessibility and enable both foreign and domestic
enterprises to obtain free and readily available access
to laws and regulations, instead of relying on costly
commercial offerings. The working group regrets that
this website does not offer links to essential laws and
regulations in any of the languages of the officially
recognised ethnic groups of China (Mongolian, Tibetan,
Uyghur and Zhuang).
State and commercial secrets
The foreign business community continues to be
concerned about PRC laws on state and commercial
secrets. Foreign companies doing business in China
wish to ensure that they fully comply with PRC laws
LQ DOO WKHLU DFWLYLWLHV ,Q WKLV UHVSHFW WKH  YHUVLRQ
of the ,PSOHPHQWLQJ 5HJXODWLRQV WR WKH 35& /DZ RQ
the Protection of State Secrets has been disconcerting
to foreign investors. While the original and excessive
VFRSH RI VWDWH VHFUHWV LQFOXGHG LQ WKH  GUDIW IRU
comments of this regulation (which included under the

KWWSEP\MFKLQDODZJRYFQ!
  ,QWHULP 0HDVXUHV RQ 6ROLFLWDWLRQ RI 3XEOLF &RPPHQWV RQ 'UDIW /DZV DQG
Regulations6&/$2th$SULOYLHZHGth-XQHKWWSZZZ

KWWSHFHXURSDHX\RXUYRLFH!

FKLQDODZJRYFQDUWLFOHFD]MJJVKWPO!

KWWSZZZFKLQDODZJRYFQ!
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scope of state secrets such topics as “jeopardising

+RZHYHUWKHVHDUFKFDSDELOLWLHVDQGXVHUIULHQGOLQHVV

social stability” and “undermining the economic and
scientific and technological strength of the state”) has

of these tools remains rudimentary. Improving and
LQYHVWLQJLQWKHVHWRROVZRXOGEHEHQH¿FLDOWRWKHHQWLUH

been abandoned, no clear scope has been determined

business and civil community.

in the final version, apparently owing to differences
The publication of *XLGLQJ &DVHV by the SPC is also
a very welcome development towards a scientific

FHUWDLQW\WRGHWHUPLQHZLWKFRQ¿GHQFHWKDWWKH\DUHQRW

approach to jurisprudence, and should contribute to a

in breach of such regulations. For example, the recent

consistent implementation and interpretation of laws

stance taken by the Ministry of Environmental Protection
(MEP) regarding the transfer of soil contamination

and regulations throughout the country’s courts.

information as state secrets has reinforced the view in

7KH DPHQGPHQW WR $UWLFOH  RI WKH 35& &LYLO

the foreign business community that any information

3URFHGXUH/DZLVDSRVLWLYHGHYHORSPHQWWRWKHH[WHQW

could constitute a state secret at the sole discretion

that it expressly guarantees the public the right to

of officials. The working group is also concerned that

check and review effective civil judgements and rulings,

XQGHUWKH35&&ULPLQDO3URFHGXUH/DZWULDOVUHODWLQJ

except for those involving state and commercial secrets

to state secrets are not conducted in open courts.

and personal privacy. However, in addition to this,
foreigners should have full public access to commercial

Predictability

and civil hearings in the People’s Courts without the

Predictability is one of the key requisites of the rule
of law, as it increases trust in the legal system and

QHHG WR SUHUHJLVWHU RU EH VSHFLDOO\ DXWKRULVHG ,W LV D
EDVLF UHTXLUHPHQW RI D UXOHRIODZ VRFLHW\ WKDW FRXUWV

allows companies and individuals to plan their activities.
In China, predictability is negatively affected by the
occurrence of retroactive application of laws and

of law be freely accessible to all persons, regardless of
their nationality.

regulations.

7KH/HJDODQG&RPSHWLWLRQ:RUNLQJ*URXSFRPPHQGV
the commitment of the Chinese leadership to advance

Retroactive application of laws and regulations

creating uncertainties on the state of the law at any

the rule of law, as announced at the Fourth Plenum
RIWKHth National Congress of the Communist Party
of China Central Committee (CPCCC). Most of the
measures revealed in the Third Plenum’s Decision go

given time. By way of example, foreign investors have
been particularly upset about the retroactive application

LQ WKH ULJKW GLUHFWLRQ VXFK DV WKH ¿JKW DJDLQVW MXGLFLDO
corruption, reducing interference with the judiciary by

of the social security regime (and on occasion,
UHWURDFWLYH¿QHVIRUQRQFRPSOLDQFHZLWKDQRQH[LVWHQW
regime). In order to preserve legal certainty and the

public officials, the reduction of ‘red tape’, respect for
the constitution, establishing a scientific legislation
process and compiling a civil code. Although foreign

legitimate expectations of business operators, PRC
institutions and regulators should apply the general
SULQFLSOHRIQRQUHWURDFWLYLW\RIODZVDQGUHJXODWLRQVDQG

investors understand that these reforms will take
time and effort to be fully implemented, a partial or
slow implementation of these measures would send

refrain from issuing regulations with retroactive effect.

a discouraging message to foreign investors. The
working group encourages the Chinese Government to

Court judgements

swiftly bring about substantial and visible results in the
advancement of the rule of law.

On occasion, regulations and circulars issued by PRC
institutions have been applied retroactively, thereby

European businesses welcome the increase in
transparency and publicity of court judgements. They
also appreciate the efforts that have been put into
improving and extending the websites of the SPC 
and local courts, through which a growing selection
of court judgements has now been made available.

KWWSZZZFKLQDFRXUWRUJ!
)RUH[DPSOHKWWSEMJ\FKLQDFRXUWRUJ!

Recommendations
 Standardise the public consultation process, allow for
at least eight weeks for comments on drafts of laws
and regulations and publish stakeholders’ comments
and regulators’ feedback.
 Publish all laws and regulations prior to implementation,
improve the online publication of laws and regulations
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of opinions between institutions. Therefore foreign
investors and their advisors still lack sufficient legal
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and provide official English translations of important
rules and regulations.
Enforce only those laws and regulations that have
EHHQSUHYLRXVO\SXEOLVKHGLQRI¿FLDOMRXUQDOVRUWKURXJK
other media.
Ensure that the Regulation Concerning the Publication
RI 3HRSOH¶V &RXUWV -XGJHPHQWV DQG 5XOLQJV RQ WKH
,QWHUQHW5HJXODWLRQ 63&st1RYHPEHU 
requiring the publication of court judgements on the
63&¶VGHVLJQDWHGRI¿FLDOZHEVLWHZLOOEHLPSOHPHQWHG
by individual people’s courts, including cases involving
local government interests.
Ensure that all judgements issued by a court can be
accessed and reviewed by any interested party, not
only the litigants or their counsels.
Permit foreigners to attend civil and commercial
hearings in the People’s Courts.
)XUWKHUGH¿QHWKHVFRSHRIVWDWHVHFUHWV
Continue to focus on the advancement of the rule of
law and quickly implement the blueprint set out in the
Decision.

Abbreviations
$0($ 

$QWL0RQRSRO\(QIRUFHPHQW$XWKRULW\

$0/
&$,

$QWL0RQRSRO\/DZ
(8&KLQD&RPSUHKHQVLYH$JUHHPHQWRQ




Investment
Communist Party of China Central Committee
Closer Economic Partnership Arrangement

CPCCC
CEPA
&1<



CRn
CSPFTZ

Concentration Ratio
China (Shanghai) Pilot Free Trade
Zone

DG

Directorate General

EC
EU

European Commission
European Union

FTZ

Free Trade Zone

++,

HKSARG

+HU¿QGDKO±+LUVFKPDQ,QGH[
Hong Kong Special Administrative Region
Government

,&/
ICN

,QWHUQDWLRQDO&RPSHWLWLRQ/DZ
International Competition Network



IPR

Intellectual Property Rights

-/9



-RLQW/DZ9HQWXUH

-9



-RLQW9HQWXUH

MEP
MOFCOM

Ministry of Justice

NDRC

National Development and Reform
Commission
People’s Republic of China

SAIC
6&/$2
SHBOJ
SPC
75,36 
WTO

Legal & Competition Working Group

Ministry of Environmental Protection
Ministry of Commerce

MOJ

PRC
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&KLQHVH<XDQ

State Administration for Industry and
Commerce
/HJLVODWLYH$IIDLUV2I¿FHRIWKH6WDWH&RXQFLO
Shanghai Municipal Bureau of Justice
Supreme People’s Court
7UDGH5HODWHG$VSHFWVRI,QWHOOHFWXDO
Property Rights
World Trade Organisation
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Public Procurement Working Group

Key Recommendations
1. Improve Market Access for Foreign Enterprises Within the Framework of the
Comprehensive Agreement on Investment (CAI)
Section Two: Horizontal Issues

 (QVXUHHTXDOWUHDWPHQWRIIRUHLJQLQYHVWHGHQWHUSULVHV ),(V DQG&KLQHVHLQYHVWHGHQWHUSULVHVLQ&KLQD¶V
SXEOLFSURFXUHPHQWPDUNHWLQWKHVDPHZD\WKDW&KLQHVHLQYHVWHGHQWHUSULVHVHQMR\HTXDOWUHDWPHQWLQ
Europe.
 Decouple legitimate indigenous innovation policies from government procurement regulations.
 Remove practices that unfairly bar FIEs from bidding on public projects.
 &OHDUO\GH¿QHµGRPHVWLF¶SURGXFWVDQGFRPSDQLHVDVUHFRJQLVHGSHULQWHUQDWLRQDOSUDFWLFHHQVXULQJDOO
entities legally established in China are considered ‘domestic’ regardless of the origin of their capital.

2. Define the Scope of Validity of the Government Procurement Law (GPL)
and the Bidding Law (BL), and Ensure Compliance with the Implementation
Rules of the GPL
 3URYLGHDFOHDUGH¿QLWLRQRIWKHVFRSHRIDSSOLFDWLRQRIWKH*RYHUQPHQW3URFXUHPHQW/DZ *3/ DQGWKH
%LGGLQJ/DZ %/ 
 Ensure uniform, nationwide enforcement of the ,PSOHPHQWDWLRQ5XOHVRIWKH*3/ ,PSOHPHQWDWLRQ5XOHV .
 ,QWURGXFHLPSOHPHQWDWLRQUXOHVRIWKH%/WKDWDUHFRPSDUDEOHZLWKWKHSURYLVLRQVODLGGRZQLQWKH
Implementation Rules.
 ,QFOXGHSURFXUHPHQWFRYHUHGE\WKH%/LQWKHIUDPHZRUNRIWKH&RPSUHKHQVLYH$JUHHPHQWRQ,QYHVWPHQW
&$, DQGWKH:RUOG7UDGH2UJDQLVDWLRQ*RYHUQPHQW3URFXUHPHQW$JUHHPHQW :72*3$ 

3. Improve Provisions of the Government Procurement Agreement (GPA) Offer
and Accelerate Negotiations
 Provide a new and final Government Procurement Agreement (GPA) offer that is much more
FRPSUHKHQVLYHWKDQWKHILIWKRIIHUVXEPLWWHGLQ'HFHPEHUDQGLVVXHSURYLVLRQDOWHPSRUDU\UXOHV
DGRSWLQJDOORUSDUWVRIWKH¿IWKRIIHU
 Address the inconsistencies found between domestic regulations and GPA regulations to pave the way for
a smooth accession.

4. Strengthen Consideration of Environmental Impact and Life Cycle Costs in
Public Procurement
 Increase the proportion of green public procurement within government procurement.
 Apply more elaborate models to measure the environmental impact of public procurement.
 ,QFOXGHOLIHF\FOHFRVWVDVDQDZDUGFULWHULRQWRLGHQWLI\WKHPRVWHFRQRPLFDOO\DGYDQWDJHRXVWHQGHUVDQG
IDYRXUKLJKTXDOLW\VROXWLRQVORZHULQJH[FHVVLYHGHSHQGHQF\RQSULFH

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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Introduction to the Working Group

PHPEHUFRXQWULHV

The Public Procurement Working Group was established

2Qth1RYHPEHUWKH7KLUG3OHQDU\6HVVLRQRI

LQ 0DUFK  DV D FURVVVHFWRU SODWIRUP WR DGGUHVV
issues related to public purchasing and contracting in
China, covering public sourcing of products, projects

Section Two: Horizontal Issues

DQGVHUYLFHV7KHZRUNLQJJURXSFRQVLVWVRIPHPEHU

WKHth Communist Party of China Central Committee
concluded with the promulgation of the Decision of the
Central Committee of the Communist Party of China
on Some Major Issues Concerning Comprehensively

companies, representing all major industries.

Deepening the Reform (Decision).

The main objectives of the working group are to make

$UWLFOHRIWKHDecisionVWDWHV³(QDFWLQJPDUNHWUXOHV

constructive recommendations for improved public
procurement processes, to advocate fair and open
competition, to provide and share public procurement
practices with key stakeholders and to support the
development of the Chinese public procurement market
to achieve the best use of public funds.
The field of public procurement is not just restricted
to government procurement, the funds for which are
managed by the Ministry of Finance (MOF). The
Public Procurement Working Group defines public
SURFXUHPHQWDV
7HQGHULQJ E\ WKH FHQWUDO DQG VXEFHQWUDO JRYHUQPHQW
DQG RWKHU SXEOLF HQWLWLHV DQG VWDWHRZQHG HQWHUSULVHV
62(V IRUSURMHFWVSURGXFWVDQGVHUYLFHVWKDWDUHRI
public interest and/or use public funds.
This includes, among many others, procurement by the
Ministry of Railways (MOR) as well as procurement by

that are fair, open and transparent. We will implement
a unified market access system; and on the basis of
making a negative list, all kinds of market players may
enter areas not on the negative list on an equal basis
and according to law.”
The Public Procurement Working Group welcomes the
Decision, and interprets this passage as a commitment
WKDWIRUHLJQLQYHVWHGHQWHUSULVHV ),(V VKDOOUHFHLYHHTXDO
market access, including in the public procurement
market, and expects that steps in this direction shall be
implemented in the near future.
,QODWH'HFHPEHU&KLQDVXEPLWWHGLWV¿IWKRIIHUIRU
the entry to the Government Procurement Agreement
(GPA) 6 under the World Trade Organisation (WTO).
&RPSDUHGZLWKWKHIRXUWKRIIHURIODWH¿YHPRUH
provinces have been included, bringing the total number
RI SURYLQFHV WR  FRYHULQJ DOPRVW DOO HFRQRPLFDOO\
important provinces (except Sichuan and Jilin).

public institutions such as hospitals and universities.
7KHUHYLVHGRIIHUDOVRLQFOXGHVWKHVHQRWDEOHDVSHFWV

Recent Developments
,QJRYHUQPHQWSURFXUHPHQWLQ&KLQDDPRXQWHGWR
&KLQHVH<XDQ &1< ELOOLRQDQLQFUHDVHRISHU
FHQWUHDFKLQJDVKDUHRISHUFHQWRI&KLQD V*'3
,QWKHWRWDOSXEOLFSURFXUHPHQWLQFOXGLQJJRYHUQPHQW
procurement, military procurement, procurement by SOEs
and public institutions such as universities, exceeded
&1<WULOOLRQHTXLYDOHQWWRSHUFHQWRI*3' and
IDUH[FHHGLQJWKHSHUFHQWDYHUDJH RI 2UJDQLVDWLRQ

 The lower thresholds for which the GPA applies has
EHHQORZHUHGE\PRUHWKDQIRUH[DPSOHIURP
HXUR (85   WR (85  IRU FHQWUDO
JRYHUQPHQWSXUFKDVHVLQWKH¿UVWDQGVHFRQG\HDU
of the agreement.
 Four more service sectors have been added, including
legal services.
 Procurement concerning the infrastructure of China
(drinking water, electricity, energy, transportation,
telecommunications or postal services) is now open
to foreign bidders.

for Economic Cooperation and Development (OECD)
  A Brief Summary of National Public Procurement (in Chinese), Ministry of
)LQDQFH  th -XO\  YLHZHG  rd$XJXVW  KWWSJNVPRIJRYFQ
UHGLDQ]KXDQWL]KHQJIXFDLJRXJXDQOLWBKWPO!
 6XQ<DQJ 7KH 7RWDO 9ROXPH RI &KLQD¶V 3XEOLF 3URFXUHPHQW 0DUNHW H[FHHGV
&1<%LOOLRQ (in Chinese), Xinhua Netth0DUFKYLHZHGnd June,


KWWSQHZV[LQKXDQHWFRPIRUWXQHFBKWP!
6WDWLVWLFVRI&KLQD¶V*'3LQ (in Chinese), Baidu Knowledgeth March,
YLHZHGnd-XQHKWWSWLHEDEDLGXFRPS!
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HWKLFVSXEOLFSURFXUHPHQWKWP!
Decision of the Central Committee of the Communist Party of China on Some
Major Issues Concerning Comprehensively Deepening the Reform (in Chinese),

6

FRPFBKWP!
$FFHVVLRQRIWKH3HRSOH¶V5HSXEOLFRI&KLQDWRWKH$JUHHPHQWRQ*RYHUQPHQW
&RPPXQLFDWLRQIURPWKH3HRSOH¶V5HSXEOLFRI&KLQD)LIWK5HYLVHG2IIHU World

DSSURYHGth1RYHPEHUYLHZHGnd-XQHKWWSQHZV[LQKXDQHW

7UDGH2UJDQLVDWLRQ&RPPLWWHHRQ*RYHUQPHQW3URFXUHPHQW'HFHPEHU
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

9. “Enacting market rules that are fair,

Restrictions to foreign investment have been eased,
but a nationwide negative list is not in place yet.

open and transparent. We will implement
a unified market access system; and on

and according to law.”

There is a discrepancy between restrictions to foreign
investment and actual market access. Because FIEs
are not considered ‘local Chinese’ enterprises, FIEs
may be founded but they still face market access
restrictions.

+RZHYHUDVLQSUHYLRXVRIIHUVWKH¿IWKRIIHURQO\FRYHUV

Group encourages both parties to reach an agreement

procurement under the umbrella of the MOF. The large
market of procurement by SOEs is still not mentioned in

ZLWKLQ

the new offer.

Key Recommendations

'XULQJLWVVHVVLRQRQst'HFHPEHUWKH&KLQHVH
State Council adopted the Implementation Rules
RI WKH *RYHUQPHQW 3URFXUHPHQW /DZ RUGHU QR
  ,PSOHPHQWDWLRQ 5XOHV .  The Implementation
Rules focus on curbing corruption, strengthening

1. Improve Market Access for Foreign
Enterprises Within the Framework of the
Comprehensive Agreement on Investment
(CAI)

the rule of law, as emphasised in the Third Plenum’s
Decision and reiterated during the Fourth Plenum.
The Implementation Rules don’t distinguish between
local and foreign suppliers, it explicitly states that all

Concern
Public procurement under both China’s Government
3URFXUHPHQW /DZ *3/  DQG WKH %LGGLQJ /DZ %/ 
continues to discriminate against FIEs in China.

bidders should be treated equally, including having
HTXDODFFHVVWRLQIRUPDWLRQDQGIDLUQRQELDVHGWHQGHU
criteria.
However, the overlying Government Procurement
/DZ *3/  VWLOO UHTXLUHV WKDW JRYHUQPHQW DJHQFLHV
prefer local Chinese products. Neither the Government
3URFXUHPHQW/DZQRUWKHImplementation Rules provide
DGH¿QLWLRQRIµ&KLQHVHSURGXFWV¶
,Q&KLQDDQGWKH(XURSHDQ8QLRQ (8 KDYHEHHQ
negotiating a Comprehensive Agreement on Investment
(CAI). Though this agreement shall not specifically
cover public procurement, the Public Procurement
Working Group expects that the CAI will include a clear
definition of what constitutes ‘made in China’, giving
FIEs in China equal market access, in the same way
WKDW &KLQHVHLQYHVWHG HQWHUSULVHV HQMR\ HTXDO PDUNHW
access in the EU. The Public Procurement Working


,PSOHPHQWDWLRQ 5XOHV RI WKH *RYHUQPHQW 3URFXUHPHQW /DZ RI WKH 3HRSOHV
5HSXEOLF RI &KLQD 2UGHU QR   LQ &KLQHVH  HQWHUHG LQWR IRUFH st March,
 YLHZHG  nd -XQH  KWWSZZZJRYFQ]KHQJFH
FRQWHQWBKWP!

Assessment
Access to China’s public procurement market remains
D PDMRU FRQFHUQ IRU (XURSHDQLQYHVWHG HQWHUSULVHV
Despite reassurances from the highest levels of China’s
government that FIEs should be treated equally to
domestic companies, FIEs are still discriminated against
in public procurement in a number of ways.
'H¿QLWLRQRIGRPHVWLFJRRGVDQGFRPSDQLHV
$NH\IDFWRUFRQWULEXWLQJWRGLI¿FXOWLHVRI),(VLQHQJDJLQJ
in government and public procurement in China is
the lack of a definition of the term ‘domestic goods’.
The draft of the Implementation Rules released for
SXEOLFFRPPHQWLQVWDWHGLQDUWLFOH³&KLQHVH
products are those manufactured in China, where the
costs of manufacture within China exceed a certain
percentage of the total cost of the final product.”
While this definition was in line with international


1RWLFH 6WDWH &RXQFLO RI /HJLVODWLYH$IIDLUV FDOO IRU FRPPHQWV RQ WKH 'UDIW
,PSOHPHQWDWLRQ 5HJXODWLRQV RQ *RYHUQPHQW 3URFXUHPHQW /DZ, (in Chinese),
6WDWH &RXQFLO /HJLVODWLYH$IIDLUV 2IILFH  th -DQXDU\  YLHZHG th July,
KWWSZZZFKLQDFRPFQSROLF\W[WFRQWHQWBKWP!
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the basis of making a negative list, all
kinds of market players may enter areas
not on the negative list on an equal basis

Status

SUDFWLFHLWZDVGHOHWHGLQWKH¿QDOYHUVLRQDGRSWHGRQ
st 'HFHPEHU  7KH ZRUNLQJ JURXS FDOOV IRU D

evaluation after bids are entered.

GH¿QLWLRQRIµGRPHVWLF¶FRPSDQLHVDQGJRRGVHQVXULQJ

,Q FRQWUDVW &KLQHVHLQYHVWHG HQWHUSULVHV OHJDOO\

that all companies legally registered in China are

registered in any of the EU Member States are by

treated as domestic companies regardless of the origin

GH¿QLWLRQUHJDUGHGDV(XURSHDQFRPSDQLHVDQGHQMR\

of their capital.

the same equal treatment as a company with solely
European shareholders.

Section Two: Horizontal Issues

Restrictions on foreign-invested companies
In various cases, Chinese government agencies, SOEs

The Public Procurement Working Group supports

or public institutions explicitly bar FIEs from bidding on
public contracts.

open markets and equal conditions for all actors, and
encourages China to reciprocally open their public

For example, in the important railway market (mainlines

SURFXUHPHQW PDUNHWV WR (8LQYHVWHG HQWHUSULVHV WR
the benefit of both EU and China business interests.

and urban subway lines), no foreign entity is allowed

Particularly so since China is showing increasing

to bid directly for a project in rolling stock or signalling

interest in entering public contracts abroad.

segments in China.
In the field of medical equipment, the National Health
and Planning Commission launched an initiative, urging
hospitals to favour local Chinese brands.
)RUHLJQLQYHVWHG HQWHUSULVHV LQ &KLQD DOVR UHSRUW WKDW
they encounter discrimination in public procurement
in a number of other ways. These stem from China’s
regulatory framework and bidding practices not
being in line with the GPA principles of transparency,
competition, integrity and sufficient remediation. This
LQFOXGHVEXWLVQRWOLPLWHGWRWKHIROORZLQJ
 Regulations automatically excluding FIEs, due
to ‘licensing requirements’, for example in the
FRQVWUXFWLRQ HQJLQHHULQJ DQG DUFKLWHFWXUHGHVLJQ
sectors where FIEs are at a disadvantage when it
comes to obtaining the required licences.
 Bids not being published (against stated regulations),
or published only few days ahead of the bid opening
date, only domestic companies being informed of
bids and only domestic companies being provided
with additional information relating to the bids.
 FIEs being eliminated from bids on the grounds of
not respecting the technical specifications, patent,
WUDGHPDUN RU EUDQGQDPH UHTXLUHPHQWV ZKLFK DUH
not actually necessary for the bids.
 FIEs being eliminated from bids on the grounds of
discriminatory requirements such as country of origin
of supplier.
 FIEs being eliminated from bids due to biased

Recommendations
 (QVXUH HTXDO WUHDWPHQW RI ),(V DQG &KLQHVH
invested enterprises in China’s public procurement
PDUNHW LQ WKH VDPH ZD\ WKDW &KLQHVHLQYHVWHG
enterprises enjoy equal treatment in Europe.
 Decouple legitimate indigenous innovation policies
from government procurement regulations.
 Remove practices that unfairly bar FIEs from bidding
on public projects.
 Clearly define ‘domestic’ products and companies,
as recognised per international practice, ensuring all
entities legally established in China are considered
‘domestic’ regardless of the origin of their capital.

2 . Define the Scope of Validity of the
Government Procurement Law (GPL) and the
Bidding Law (BL)11 and Ensure Compliance
with the Implementation Rules of the Public
Procurement Law
Concern
$OWKRXJKWKH*RYHUQPHQW3URFXUHPHQW/DZ *3/ DQG
%LGGLQJ /DZ %/  H[LVW LQ SDUDOOHO WKHImplementation
Rules RQO\ DSSO\ WR WKH *3/ ZKLFK PD\ WHPSW ORFDO
government agencies to favour application of the less
VWULQJHQW%/RYHUWKHPRUHVWULFWO\UHJXODWHG*3/
Assessment
After five years of consultation, the Chinese State
Council promulgated the Implementation RulesRQst
7KHRI¿FLDOQDPHRIWKLVODZLV!Ėዐࣀට௷ࠌࢅࡔቲՔཨՔ݆ė, which translates
GLUHFWO\ WR WKH µ/DZ RQ LQYLWLQJ ELGV DQG VXEPLWWLQJ ELGV LQ WKH 35 &KLQD¶ 2Q

 3OHDVH VHH SDJH  RI WKH 5DLO :RUNLQJ *URXS 3RVLWLRQ 3DSHU for more
information.
 3OHDVHVHHSDJHRIWKH+HDOWKFDUH(TXLSPHQW:RUNLQJ*URXS3RVLWLRQ3DSHU
for more information.

108

Public Procurement Working Group

WKH(QJOLVKZHEVLWHRIWKH1DWLRQDO3HRSOH¶V&RQJUHVVWKH\XVHWKHµ/DZRIWKH
3HRSOH V5HSXEOLFRI&KLQDRQ%LG,QYLWDWLRQDQG%LGGLQJ¶KWWSZZZQSFJRY
FQHQJOLVKQSF/DZFRQWHQWBKWP!)RUWKHSXUSRVHVRIWKLV
SDSHUZHZLOOUHIHUWRLWVLPSO\DVWKH%LGGLQJ/DZ %/ 

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

'HFHPEHU  ,W IRFXVVHV RQ FXUELQJ FRUUXSWLRQ
by stipulating detailed regulations for the tendering
process. Significantly, the Implementation Rules don’t

2015/2016

Assessment
Fourteen years since its WTO accession and eight
years after negotiations first started, China presented

distinguish between local and foreign suppliers, in fact

LWV ILIWK RIIHU WR WKH :72*3$ LQ 'HFHPEHU 

it explicitly states that all bidders should be treated

Compared with its previous offer, China’s latest offer

equally, including having equal access to information
DQGIDLUQRQELDVHGWHQGHUFULWHULD

DGGHG¿YHSURYLQFHVDQGWKHWKUHVKROGRISURMHFWVWREH

The Public Procurement Working Group welcomes the
Implementation Rules, and regards it as an important

ZHOFRPHVWKHEURDGHUFRYHUDJHRIWKH¿IWK*3$RIIHU
it is disappointed that the offer completely excludes the
DUHD RI VWDWHRZQHG HQWHUSULVHV 62(V  ,Q DGGLWLRQ
the working group sees no obvious reason why all of

reiterated in the Fourth Plenum. However ensuring

Western China, is excluded from the offer. The new offer

compliance at the local level throughout China will be

also only covers a few selected hospitals, universities

an arduous task.

DQGOLEUDULHVFRQVWLWXWLQJDYHU\VPDOOIUDFWLRQRIVWDWH
RSHUDWHGQRQFRPPHUFLDOLQVWLWXWLRQVLQ&KLQD

7KHFRH[LVWHQFHRI*3/DQG%/FUHDWHVDPELJXLW\DQG
uncertainty among FIEs. Although the Implementation
Rules GRQ¶W GLIIHUHQWLDWH EHWZHHQ &KLQHVHLQYHVWHG

7KH UHYLVHG :72*3$ FDPH LQWR IRUFH RQ th April,
 VWUHDPOLQLQJ DQG PRGHUQLVLQJ WKH DJUHHPHQW¶V

companies and FIEs, there are no equivalent
LPSOHPHQWDWLRQ UXOHV IRU WKH %/ 7KLV ULVNV ORFDO

text, for example, by taking proper account of the
widespread use of electronic procurement tools. Since

JRYHUQPHQW DJHQFLHV FLUFXPYHQWLQJ WKH *3/²IRU

China had still not successfully joined the GPA prior
to the revision, China needs to further revise its GPA
offer for the accession negotiations and accelerate the

example by establishing or entrusting an SOE or other
public institution to assume responsibility for a given
tender—and applying the criteria and requirements of
WKH%/LQVWHDGWKHUHE\DYRLGLQJWKHQHHGWRDSSO\HTXDO
WUHDWPHQWWR),(VDQG&KLQHVHLQYHVWHGHQWHUSULVHVLQ

process of fully opening up its procurement markets.

the tender process.

to the GPA is not only an opportunity to offer the public

Recommendations

procurement market access to other signatories but also a
chance to establish a public procurement system in China

The working group would like to emphasise that accession

 3URYLGHDFOHDUGH¿QLWLRQRIWKHVFRSHRIDSSOLFDWLRQ
RIWKH*3/DQGWKH%/

RQWKHEDVLVRILQWHUQDWLRQDOO\UHFRJQLVHGEHVWSUDFWLFHV

 Ensure uniform, nationwide enforcement of the
Implementation Rules.

This would support China’s overall interests and
developmental goals of achieving better value for
money, controlling government expenditure, encouraging

 ,QWURGXFH LPSOHPHQWDWLRQ UXOHV RI WKH %/ WKDW DUH
comparable with the provisions laid down in the
Implementation Rules.
 ,QFOXGH SURFXUHPHQW FRYHUHG E\ WKH %/ LQ WKH

competition in the market, curbing corruption and creating
RSSRUWXQLWLHV IRU VPDOO DQG PHGLXPVL]HG HQWHUSULVHV
(SMEs).

IUDPHZRUNRIWKH&$,DQGWKH:72*3$
Recommendations

3. Improve Provisions of the Government
Procurement Agreement (GPA) Offer,
and Accelerate Negotiations

 Provide a new and final GPA offer that is much
more comprehensive than the fifth offer submitted
LQ'HFHPEHUDQGLVVXHSURYLVLRQDOWHPSRUDU\
UXOHVDGRSWLQJDOORUSDUWVRIWKH¿IWKRIIHU

Concern
The working group is concerned that the China’s

 Address the inconsistencies found between domestic

DFFHVVLRQ WR WKH :72*3$ ZLOO FRQWLQXH WR EH
delayed because China’s offer is still not sufficiently
comprehensive and does not fulfil the expectations of
GPA signatories.

Public Procurement Working Group
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contribution to the stricter adherence to the rule of
law as stipulated in the Third Plenum’s Decision and

FRYHUHGE\WKH*3$ZDVORZHUHGE\DERXWSHUFHQW
While the Public Procurement Working Group

regulations and GPA regulations to pave the way for

public funds and natural resources.

a smooth accession.
Recommendations

4. Strengthen Consideration of Environmental
Impact and Life Cycle Costs in Public
Procurement

 Increase the proportion of green public procurement

Concern

 ,QFOXGH OLIHF\FOH FRVWV DV DQ DZDUG FULWHULRQ WR

within government procurement.
 Apply more elaborate models to measure the
environmental impact of public procurement.

Section Two: Horizontal Issues

(QYLURQPHQWDO LPSDFW DQG OLIHF\FOH FRVWV /&&V  DUH
QRWVXI¿FLHQWO\QRUHI¿FLHQWO\WDNHQLQWRFRQVLGHUDWLRQLQ
SXEOLFSURFXUHPHQWGHFLVLRQPDNLQJLQ&KLQDUHJXODWHG

identify the most economically advantageous tenders
DQGIDYRXUKLJKTXDOLW\VROXWLRQVORZHULQJH[FHVVLYH
dependency on price.

E\WKH*3/DQG%/
Assessment
The European Commission defines green public
SURFXUHPHQW *33 DV

Abbreviations
%/



CAI

%LGGLQJDQG7HQGHULQJ/DZ
Comprehensive Agreement on
Investment

“A process whereby public authorities seek to
procure goods, services and works with a reduced
environmental impact throughout their life cycle when
compared to goods, services and works with the same

&1<



ECP
(/3
EU

&KLQHVH<XDQ
Energy Conservation Product



(QYLURQPHQW/DEHO3URGXFWV
European Union

primary function that would otherwise be procured.”

EUR

In China, environmental protection is a key goal under
China’s 12th )LYH<HDU 3ODQ ,Q   SHU FHQW RI

GPA

Government Procurement Agreement

GPP
*3/



Green Public Procurement
*RYHUQPHQW3URFXUHPHQW/DZ

/&&



/LIH&\FOH&RVW

all public procurement was theoretically under GPP
UHJXODWLRQRIZKLFKSHUFHQWZDVDFWXDOO\GHGLFDWHG
WR HQHUJ\ HIILFLHQF\ DQG (QYLURQPHQW /DEHO 3URGXFWV
(/3 



7KH&KLQHVH*RYHUQPHQWKDVGH¿QHGWZRSURGXFWOLVWV
WKH (QHUJ\ &RQVHUYDWLRQ 3URGXFW (&3  /LVW DQG WKH
(/3/LVW3URFXUHPHQWIURPWKH(&3/LVWLVPDQGDWRU\
ZKLOHSURFXUHPHQWIURPWKH(/3/LVWLVYROXQWDU\%RWK
lists specify concrete manufacturers, to the exclusion of
others.
%RWK (&3 DQG (/3 OLVWV DUH EDVHG RQ FHUWLILFDWLRQ
DQG VWDQGDUGV LH LW LV D ELQDU\ FHUWLILHGQRQFHUWLILHG
decision. The working group recommends applying
more elaborate models to measure the environmental
impact of government procurement.
Almost all tenders are decided on purchase cost
DV RSSRVHG WR OLIHF\FOH FRVWV HJ HQHUJ\ DQG
maintenance costs during operations are not a factor in
WKHGHFLVLRQRIDWHQGHUUHVXOWLQJLQDQLQHI¿FLHQWXVHRI
 'HQMHDQ%HQMDPLQHWDO*UHHQ3XEOLF3URFXUHPHQWLQ&KLQD4XDQWLI\LQJWKH
%HQH¿WV,QWHUQDWLRQDO,QVWLWXWHIRU6XVWDLQDEOH'HYHORSPHQW%HLMLQJS
 ,ELGS
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),(
GDP

Euro


)RUHLJQ,QYHVWHG(QWHUSULVHV
Gross Domestic Product

MOF

Ministry of Finance

MOR

Ministry of Railways

OECD

Organisation for Economic Cooperation
and Development

60(
62(
WTO




6PDOODQG0HGLXPVL]HG(QWHUSULVHV
6WDWH2ZQHG(QWHUSULVHV
World Trade Organisation
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Research and Development Working Group

Key Recommendations
1. Facilitate Scientist Exchanges at all Levels Including Experts and Young
7DOHQWLQD-RLQW(IIRUWZLWKWKH(XURSHDQ8QLRQ (8 
Section Two: Horizontal Issues

 Grant an exemption in the visa policy that eases administrative requirements for young, foreign
scientists and researchers.
 3URYLGHPRUHÀH[LEOHFRQGLWLRQVIRUYLVDVDOORZLQJIRUHLJQVFLHQWLVWVWRZRUNLQ&KLQDRQVKRUWWHUPMRLQW
UHVHDUFKDQGGHYHORSPHQW 5 ' SURMHFWV
 Allow talented, foreign, science students to do internships in China, in Chinese or foreign companies.
 Permit the hiring of talented, fresh science graduates in China, in Chinese or foreign companies.

2. Encourage Foreign-Invested Companies to Contribute to Chinese Innovation
Through R&D Operations by Clarifying the Financial Incentives Framework
 /RZHUWKHEDUULHUIRUIRUHLJQFRPSDQLHVGRLQJXSVWUHDPUHVHDUFKLQFKLQDWKURXJKSDUWQHUVKLSVZLWK
Chinese academia or Chinese companies.
 &KDQJHWKHUHTXLUHPHQWVWKDWDUHW\SLFDOO\OLPLWLQJIRUHLJQLQYHVWHGHQWHUSULVHV ),(V IURPDSSO\LQJIRU
WKH+LJKDQG1HZ7HFKQRORJ\(QWHUSULVH +17( VWDWXVLQRUGHUWRHQVXUHWKDWDOOWKHLQWHUQDWLRQDOO\
TXDOL¿HG5 'LQVWLWXWLRQVSDUWLFLSDWLQJLQWKH&KLQHVHLQQRYDWLRQV\VWHPFDQEHQH¿WIURPWKLVVWDWXV
 Allow FIEs to participate in national and regional key development projects by ensuring equal
RSSRUWXQLWLHVLQWKHDWWULEXWLRQRISXEOLFVXEYHQWLRQVIRU5 'DFWLYLWLHVHJHDUO\LQYROYHPHQWLQWKH
development of innovation framework and inviting experts from FIEs to join technical committees.
 6HWXSDSXEOLFRQOLQHSODWIRUPSXEOLVKLQJRI¿FLDOLQIRUPDWLRQRQDOO&KLQHVH5 'SXEOLFJUDQWVLQD
clear and transparent manner ahead of time, to ensure enough preparation time for the grant application
process.

3. Invest in China’s Living Environment by Incentivising R&D for Sustainable
Development Technologies
 6HWXSDFRQVRUWLXPW\SHSURMHFWOLNHWKH6XVWDLQDEOH7HFKQRORJLHV,QLWLDWLYH 6867(&+ LQ(XURSH
where foreign companies with research operations in China can participate and bring their knowledge to
boost progress with the same rights and duties as Chinese participants.
 Set up incentives in the form of subsidies or tax rebates and favourable policies for companies that run
5 'RSHUDWLRQVIRFXVHGRQWKHGHYHORSPHQWRIQHZJUHHQWHFKQRORJLHV
 6HWXSVSHFL¿FLQFHQWLYHSURJUDPPHVIRUFRPSDQLHVZKRZDQWWRSLORWQHZJUHHQWHFKQRORJLHVWRKHOS
mitigate the upfront costs of developing these new technologies.
 6HWXSLQFHQWLYHVIRUFRPSDQLHVZKRDUHWKH¿UVWWRLPSOHPHQWQHZWHFKQRORJ\RQDQLQGXVWULDOOHYHO
and who act as a pilot for authorities to see if these technologies should be extended.
 Consider partnering with Europe and setting up joint programmes in the spirit of the SUSTECH initiative
in Europe.

4. Harmonise China’s Intellectual Property (IP) Laws with International IP laws
and Improve and Facilitate Enforcement to Foster a Business Environment
that Provides the Necessary Assurances to Enable World-class Innovation in
China

Research and Development Working Group
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 Improve the overall intellectual property rights (IPR) legal system and enforcement thereof.

5. Promote Innovation in Growing Industry Sectors by Ending Forced Technology
Transfers as Preconditions for Market Access
 &UHDWHDOHJDOHQYLURQPHQWDOORZLQJ),(VWRSURWHFWWKHFRQ¿GHQWLDOLW\RIWKHLUGHWDLOHGHQJLQHHULQJDQG
design works.
 Adopt appropriate measures to end the mandatory approval of blueprints with authorised Chinese
Section Two: Horizontal Issues

partners as a requirement to obtain construction permits, e.g. by also authorising foreign engineering
bureaus to directly apply for such permits.

6. Ensure the Participation of FIEs in the Standards Definition Process in Order to
Enhance the Competitiveness of China-developed Technologies in the International
Market 2
 Open the standards updating process to all stakeholders, including FIEs.
 Promote harmonisation of Chinese and international standards to incentivise FIEs to undertake more
5 'DFWLYLWLHVLQ&KLQD
 &UHDWHDPHFKDQLVPSURYLGLQJÀH[LELOLW\WRWKHVWDQGDUGFRQWH[WLQRUGHUWROHWSUDFWLWLRQHUVFDUU\RXW
UHDOVFDOHH[SHULPHQWVDQGLQQRYDWH
 Accelerate the standards updating process by increasing the frequency of the editing of new versions.

Introduction to the Working Group
The European Chamber’s Research and Development
Working Group was created in order to further

It meets regularly with European and Chinese
SROLF\PDNHUV LQFOXGLQJ WKH 0LQLVWU\ RI 6FLHQFH DQG
Technology (MOST) and the European Commission’s
'LUHFWRUDWH*HQHUDOIRU5HVHDUFKDQG,QQRYDWLRQ

develop the activities of the former Research and
Development Forum of the European Chamber as
members felt the need to engage directly with Chinese

Recent Developments

authorities at both the central and local levels. It is
FRPSRVHG RI SURIHVVLRQDOV GLUHFWO\ LQYROYHG LQ 5 '
operations in China from more than forty European

&KLQD¶V DPELWLRQ WR WUDQVLWLRQ WR DQ LQQRYDWLRQGULYHQ
society was one of the clear overarching themes of
WKH7KLUG3OHQXPRIWKHth National Congress of the

PXOWLQDWLRQDOFRUSRUDWLRQV 01&V ZKLFKDOOKDYH5 '
FHQWUHV DQG ODUJHVFDOH 5 ' RSHUDWLRQV LQ &KLQD
mostly located in the Beijing and Shanghai areas.

&RPPXQLVW3DUW\RI&KLQD&HQWUDO&RPPLWWHH7KH5 '

9DULRXV VHFWRUV RI WKH LQGXVWU\ DUH UHSUHVHQWHG LQ WKH
working group including companies that enjoy global

&KLQD¶VDGYDQFHPHQWLVQRZPRUHVLJQL¿FDQWWKDQHYHU
Having gathered decades of localised experience and

leading positions in their sectors, such as automotive,
chemicals and petrochemicals, aerospace, energy and
pharmaceuticals.

OHDGHUVKLSLQWKH¿HOGRIVFLHQFHDQGWHFKQRORJ\DFURVV
diverse regions, European technological enterprises are
uniquely equipped to expedite innovative momentum

Working Group understood this as a clear sign that the
UROHRIWKH(XURSHDQ5 'LQGXVWU\DVDFRQWULEXWRUWR

beyond the perimeters of their own corporate walls.
The working group aims to provide a platform to
exchange information, experiences and best practices
among member companies and also aims to promote
GLDORJXH DQG WUDQVSDUHQF\ LQ WKH ILHOG RI 5 ' SROLF\
  )RU UHODWHG LQIRUPDWLRQ DQG UHFRPPHQGDWLRQV RQ WKHVH LVVXHV DOVR VHH WKH
Intellectual Property Rights Position Paper.
  )RU UHODWHG LQIRUPDWLRQ DQG UHFRPPHQGDWLRQV RQ WKHVH LVVXHV DOVR VHH WKH
Standards and Conformity Assessment Position Paper.
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:LWK&KLQHVHJRYHUQPHQWVSHQGLQJRQ5 'LQFUHDVLQJ
VWHDGLO\HDFK\HDU &KLQHVH<XDQ &1< ELOOLRQLQ
 &1<  ELOOLRQ LQ  &1<  ELOOLRQ LQ
  DQG QXPHURXV 5 'IRFXVHG LQFHQWLYHV UROOHG


&KLQD6WDWLVWLFDO<HDU%RRN1DWLRQDO%XUHDXRI6WDWLVWLFVRI&KLQD
YLHZHGRQth-XO\KWWSZZZVWDWVJRYFQWMVMQGVM]NKWPO=H
KWP!
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out, it is clear that China’s commitment to innovation is

XSGDWH

no less than it is for the European enterprises for which
it constitutes their bread and butter. Nevertheless, the

 $FNQRZOHGJHWKHLPSRUWDQFHRIKLJKOHYHOUHVHDUFK
and education institutions, giving them more autonomy
RQWKHWUDQVIHUDQGSULFLQJRI5 'SURMHFWV

Research and Development Working Group still sees
further opportunities in China for advancing this joint

 'HYHORS D FOHDU OHJDO IUDPHZRUN IRU LQGXVWU\

objective. Among others, there remains further progress
to be made when it comes to transparency of incentives

XQLYHUVLW\UHVHDUFKFRRSHUDWLRQXQGHUWKHOHDGHUVKLS
RIWKHLQGXVWU\LQRUGHUWRHQVXUHWKHPDUNHWGULYHQ

IRU WRSOHYHO LQQRYDWLRQ IOH[LEOH DFFHVV WR JOREDO

aspect of the partnership.

WDOHQWVROLGOHJDODVVXUDQFHVDQGVWLPXOXVRI5 'IRU

 6WUHQJWKHQ WKH 6FLHQFH DQG 7HFKQRORJ\ 6 7 
Commissions resources and public services such
as the public technological platforms and the overall

)RUHLJQLQYHVWHG5 'FHQWUHVKDYHPXOWLSOLHGLQ&KLQD
JURZLQJIURPXQGHUWRRYHURYHUWKHSDVW
years. ,Q  &KLQD VSHQW HXUR (85   ELOOLRQ
RQ 5 '  SHU FHQW RI LWV JURVV GRPHVWLF SURGXFW
*'3  FRPSDUHG WR WKH (8¶V (85  ELOOLRQ6 

DGPLQLVWUDWLYHVXSSRUWRI6 7ORFDODXWKRULWLHV
 'HYHORS QHZ LQQRYDWLYH ZD\V RI IXQGLQJ IRU 5 '
projects, such as state guarantees for loans to
support patent applications, tax incentives, special
innovation funds and risk compensation funds, and

per cent of total EU GDP) and, according to a United
Nations (UN) report, China had already surpassed

insurance.

the United States (US) to become the world’s ‘most
DWWUDFWLYH¶ GHVWLQDWLRQ IRU 5 ' LQYHVWPHQW China is
also the largest source of science graduates in the

Finally, the State Intellectual Property Office (SIPO)
issued a new draft of the Regulation on Service
Inventions RQ nd$SULO  FDOOLQJ IRU FRPPHQWV

ZRUOGZLWKDSSUR[LPDWHO\HQJLQHHULQJPDMRUV
JUDGXDWLQJ HYHU\ \HDU DQG DOUHDG\  PLOOLRQ SHRSOH

Compared to the previous version of the draft, the

ZRUNLQJLQ&KLQD¶V5 'VHFWRU

Research and Development Working Group welcomes
the changes, which reduce the burden of employers.

The Research and Development Working Group

However, the draft regulation still allows the possibility
for the invalidation of reward policies and individual

welcomes the ongoing updating process initiated by

DJUHHPHQWV LI WKHUH LV DQ\ QRQFRPSOLDQFH ZLWK

WKH 6WDWH &RXQFLO /HJLVODWLYH$IIDLUV 2IILFH 6&/$2 
and the MOST, of the /DZRIWKH3HRSOH¶V5HSXEOLFRI
&KLQD RQ 3URPRWLQJ WKH 7UDQVIRUPDWLRQ RI 6FLHQWLILF

the other articles regarding the rights of the service
inventor in the draft regulation. This clause remains

DQG7HFKQRORJLFDO$FKLHYHPHQWV. The current law was
DGRSWHGEDFNLQE\WKH6WDQGLQJ&RPPLWWHHRIWKH

for employers. In addition, it is still not clearly stated
that only the employer of the inventor is liable to pay

National People’s Congress and the update of this law
should be a major step towards developing a new legal
IUDPHZRUNIDYRXULQJ5 'DQGLQQRYDWLRQLQ&KLQD

remuneration, and not the entity to whom the patent is
granted.

The Research and Development Working Group
provided its comments on the draft law, and hopes that,
in particular, the following priorities will be included in its




6





 )RUHLJQRZQHG 5 ' &HQWHUV ORFDWHG LQ 6KDQJKDL 0DNLQJ XS  RI
&KLQD7RWDO0LQLVWU\RI&RPPHUFHth1RYHPEHUYLHZHGth-XQH
KWWSVKWEPRIFRPJRYFQDUWLFOHPFVKWPO!
1DWLRQDO6FLHQFHDQG7HFKQRORJ\)XQG([SHQGLWXUHVLQ, National Bureau
RI6WDWLVWLFVRI&KLQDYLHZHGth-XQHKWWSZZZVWDWVJRYFQWMVM
WMJEUGSFJETJNMMIWUWMJEWBKWPO!
(XURVWDW6WDWLVWLFV([SODLQHG(XURSHDQ&RPPLVVLRQst-XO\YLHZHGth
-XO\KWWSHFHXURSDHXHXURVWDWVWDWLVWLFVH[SODLQHGLQGH[SKS5BB
'BH[SHQGLWXUH!
(XURVWDW 6WDWLVWLFV ([SODLQHG (XURSHDQ &RPPLVVLRQ st -XO\  YLHZHG
 th -XO\  KWWSHFHXURSDHXHXURVWDWVWDWLVWLFVH[SODLQHGLQGH[SKS
)LOH*URVVBGRPHVWLFBH[SHQGLWXUHBRQB5'B(B B
RIB*'3 B<%SQJ!
)RUHLJQLQYHVWPHQWVKRZVPRUHFRQ¿GHQFHLQ&KLQD V5 ', People’s Dailyth
-DQXDU\YLHZHGth-XO\KWWSHQSHRSOHFQKWPO!

a big concern and constitutes risks and uncertainty

Key Recommendations
1. Facilitate Scientist Exchanges at all
Levels Including Experts and Young
7DOHQWLQD-RLQW(IIRUWZLWKWKH(XURSHDQ
Union (EU)
Concern
Tougher administrative visa requirements and
inconsistent implementation of visa policies in different
regions of China have become a major concern for
IRUHLJQFRPSDQLHVFRQGXFWLQJ5 'LQ&KLQD


Call for Comments on the Regulation on Service Invention/HJLVODWLYH$IIDLUV
2I¿FH RIWKH 6WDWH &RXQFLO nd$SULOYLHZHGth-XO\KWWSZZZ
FKLQDODZJRYFQDUWLFOHFD]MJJVKWPO!
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sustainable development.

Third Plenum Reality Check
What the Third Plenum’s Decision10 say?

What is the reality?

Status

The working group has not seen a great
13. Deepening reform of the management system for

Section Two: Horizontal Issues

science and technology.

deal of progress from the perspective
of FIEs. It remains difficult for us to
participate in China’s key projects. See

“We will set up and improve mechanisms and institutions

the working group’s recommendations

that encourage original innovation, integrated innovation,

for our thoughts on participation in major

DQGUHLQQRYDWLRQEDVHGRQLQWURGXFWLRQDQGDEVRUSWLRQ

China projects and subsidies.

LPSURYH WKH PHFKDQLVP WKDW HQFRXUDJHV PDUNHW
based technological innovation, and give free rein to
the market’s guiding role in technological research and
development orientation, choice of paths, pricing of
factors, and allocation of all innovation factors.”

Shanghai City’s announcement of new
measures to develop Shanghai as a
VFLHQWL¿FDQGLQQRYDWLYHFLW\FRYHUVTXLWH
a few of these topics. The working group
looks forward to seeing these announced
measures take effect.

13. Deepening reform of the management system
for science and technology.
“We will strengthen the application and protection
of intellectual property rights (IPR), improve the

7KUHH,3&RXUWVZHUHVHWXSLQDV
promised. In Beijing on 6 th November,
* X D Q J ] K R X  R Q    th D e c e m b e r a n d

technological innovation incentive mechanism, and

6KDQJKDLRQth December.

explore ways to set up IPR courts.”
13. Deepening reform of the management system
for science and technology.
“We will develop the technology market, improve the
WHFKQRORJ\WUDQVIHUPHFKDQLVPLPSURYHWKH¿QDQFLQJ
FRQGLWLRQVIRUVPDOODQGPHGLXPVL]HGHQWHUSULVHVRI
science and technology, improve the venture capital
investment mechanism, innovate business models,
and promote the capitalisation and industrialisation of

The China National Technology Transfer
(DVWHUQ &HQWUH ZDV RSHQHG RQ th April,
in Shanghai, integrating roles of technology
transfer, incubation, investment and
connection to the global market.

VFLHQWL¿FDQGWHFKQRORJLFDODFKLHYHPHQWV´

As
Assessment
t
China is now the “most attractive destination for
UHVHDUFK DQG GHYHORSPHQW 5 '  LQYHVWPHQW´ and

tio
bri in foreign
fo ig scientists
ie tist to
t
corporations
are nott bringing
replace Chinese scientists even though it is established
that a variety of profiles and a cosmopolitan work

the biggest producer of science graduates in the world.
Despite this, both local companies and MNCs in China

environment stimulates researchers and scientists in
WKH5 'FHQWUHV

are still looking for skilled scientists and researchers.
$VDQH[DPSOHDVHQLRU5 'PDQDJHUFRVWVSHU
cent higher in China compared to Europe. Multinational

:LWKRXWWKHSUHVHQFHRIGLIIHUHQWSUR¿OHVDQGFXOWXUHV
LQ WKH 5 ' FHQWUHV LQ &KLQD DV LV WKH FDVH LQ RWKHU

7KH7KLUG 3OHQXP RI WKH th National Congress of the Communist Party of
&KLQD &HQWUDO &RPPLWWHH ZDV KHOG LQ 1RYHPEHU  DQG FRQFOXGHG ZLWK D
decision laying out new economic and policy initiatives – the Decision.
 )RUHLJQ LQYHVWPHQW VKRZV PRUH FRQILGHQFH LQ &KLQD V 5 ' 3HRSOH¶V
'DLO\ 2QOLQH  th -DQXDU\  YLHZHG  th -XO\  KWWSHQSHRSOH
FQKWPO!
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countries, and despite the quality of infrastructure and
staff, China risks being perceived as a ‘second choice’
for foreign scientists and researchers, preventing the
country from attracting great talent in the future and
EHQH¿WWLQJIURPWKHLUZRUN

European Business in China Position Paper
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The working group sees that the Chinese Government
is at least partially aware of the importance of such
personnel exchanges as can be understood from the
MRLQWVWDWHPHQWLVVXHGDWWKHFRQFOXVLRQRIWKHth(8
&KLQD6XPPLW³7KH(8DQG&KLQDDFNQRZOHGJHGWKDW

2015/2016

administrative requirements for young, foreign
scientists and researchers.
 Provide more flexible conditions for visas allowing
IRUHLJQVFLHQWLVWVWRZRUNLQ&KLQDRQVKRUWWHUPMRLQW
5 'SURMHFWV

in the areas of culture, higher education, youth,

 Allow talented, foreign science students to do
internships in China, in Chinese or foreign companies.

multilingualism and gender equality are vital to deepen

 Permit the hiring of talented, fresh science graduates

SHRSOHWRSHRSOH H[FKDQJHV LQFOXGLQJ FRRSHUDWLRQ

sides.”
Multinational corporations have all developed internal
mobility programmes for their employees. International

in China, in Chinese or foreign companies.

2. Support Foreign-Invested Companies
Contributing to Chinese Innovation
through R&D Operations by Clarifying
the Financial Incentives Framework

mobility, exchanges and experimentation with
different environments are essential for scientists and

Concern

researchers to foster new ideas, create and develop
new products, processes and technologies. This

Despite being an essential part of the Chinese
innovation system, compared with Chinese domestic

LV SDUWLFXODUO\ HVWDEOLVKHG IRU 5 ' RSHUDWLRQV DQG

FRPSDQLHVIRUHLJQFRPSDQLHVRSHUDWLQJ5 'LQ&KLQD

HYHQ PRUH LPSRUWDQW IRU MXQLRU 5 ' VWDII LQ RUGHU IRU
them to be trained as early as possible with all the

face increased difficulties when they apply to obtain
SXEOLFIXQGLQJDQGJUDQWVIRU5 '

equipment and processes in labs all over the world
according to their research area. Offering a favourable
DQG VWLPXODWLQJ HQYLURQPHQW WR 5 ' VWDII LV HVVHQWLDO

Assessment
In order to maximise the potential of the Chinese

to promote the emergence of innovative and creative

innovation network as a contributing factor to the

ideas. However, the recent visa requirements set up
by the government are preventing young talent from

development of a prosperous and harmonious society,
it is essential that all key stakeholders work together

working and contributing to the development of China’s

on an equal level. There should therefore be minimal
difference in the way that foreign companies and

innovation ecosystem.

&KLQHVHFRPSDQLHVDUHHQFRXUDJHGWRHQJDJHLQ5 '
0XOWLQDWLRQDO FRUSRUDWLRQV¶ 5 ' FHQWUHV DUH QRW
competing on the market with domestic companies,

work in China.

but are developing products and technologies that
would eventually benefit the entire Chinese society.
,QWHUQDWLRQDO PRELOLW\ IRU 5 ' VWDII DQG MXQLRU

)RUHLJQ5 'LVSDUWRIWKH&KLQHVH1DWLRQDO,QQRYDWLRQ
6\VWHP IRUHLJQ FRPSDQLHV¶ 5 ' FHQWUHV HPSOR\
Chinese nationals, generate Chinese patents and

researchers and scientists is an essential part of the
5 ' VWUDWHJ\ RI 01&V7KHUHIRUH WKH 5HVHDUFK DQG
Development Working Group recommends that in order

industrialise their innovations in China. They collaborate
with Chinese universities and academic laboratories. All
in all, they are, as much as Chinese companies, a living

to foster innovation in China, young foreign scientists

part of the Chinese innovation ecosystem.

DQGUHVHDUFKHUVVKRXOGKDYHDVSHFL¿FVWDWXVUHJDUGLQJ

Recommendations
 Grant an exemption in the visa policy that eases

China has a solid set of incentives in place to stimulate
LQQRYDWLRQ LQFOXGLQJ µVWUDWHJLF VXSSRUW¶ ORQJWHUP
VWUXFWXUDOLQFHQWLYHVOLNHWKH+LJKDQG1HZ7HFKQRORJ\
Enterprise (HNTE) status DQG WKH VXSHUGHGXFWLRQ
scheme) and ‘tactical support’ (focused grants for
SURMHFWVZLWKDGH¿QLWHVFRSHDQGWDUJHW 8QIRUWXQDWHO\

(8&KLQD6XPPLWMRLQWVWDWHPHQWWKHZD\IRUZDUGDIWHUIRUW\\HDUVRI(8&KLQD
cooperation&RXQFLORI(XURSHth-XQHYLHZHGth-XO\KWWS
ZZZFRQVLOLXPHXURSDHXHQPHHWLQJVLQWHUQDWLRQDOVXPPLW
HXFKLQDMRLQWVWDWHPHQW!

5HJXODWLRQRQWKH'HWHUPLQDWLRQDQG$GPLQLVWUDWLRQRI+LJKDQG1HZ7HFKQRORJ\
EnterpriseLVVXHGRQst-DQXDU\E\WKH0267WKH0LQLVWU\RI)LQDQFH 02) 
and the State Administrations of Taxation (SAT), <KWWSZZZLQQRFRPJRYFQ
J[MVT\UGZ]WZMEEEGDHDHVKWPO!

visa requirements to work in China and for foreign
VFLHQWLVWV WR ZRUN LQ &KLQD RQ VKRUWWHUP MRLQW 5 '
projects.

Research and Development Working Group
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mutual understanding, foster innovation and creativity,
and enhance contacts between the peoples of both

up until now, foreign companies are not taking part in
this incentive system as much as they should due to
several reasons.

Recommendations
 /RZHU WKH EDUULHU IRU IRUHLJQ FRPSDQLHV GRLQJ
upstream research in China through partnerships

Section Two: Horizontal Issues

with Chinese academia or Chinese companies.
For example, the rules for obtaining the HNTE

 Change the requirements that are typically limiting

VWDWXV VKRXOG EH KDUPRQLVHG &KLQDZLGH ± FXUUHQWO\
obtaining this status depends on the local authorities’

IRUHLJQLQYHVWHGHQWHUSULVHV ),(V IURPDSSO\LQJIRU

interpretation of the status as well as their political

WKH +LJK DQG 1HZ7HFKQRORJ\ (QWHUSULVH +17( 
status, in order to ensure that all the internationally

and industrial strategies. While the nationwide rules

TXDOL¿HG5 'LQVWLWXWLRQVSDUWLFLSDWLQJLQWKH&KLQHVH

are quite clear, they are applied locally with some
degree of flexibility, thereby enabling local authorities

LQQRYDWLRQV\VWHPFDQEHQH¿WIURPWKLVVWDWXV
 Allow FIEs to participate in national and regional

WRGHDOZLWKWKHFRPSOH[LW\DQGÀXLGLW\RIWKHLQQRYDWLRQ

key development projects by ensuring equal

world. However, this flexibility creates uncertainty for

opportunities in the attribution of public subventions

companies and accession to HNTE status is now very

IRU 5 ' DFWLYLWLHV HJ HDUO\ LQYROYHPHQW LQ WKH

much dependant on the location and the company

development of innovation framework and inviting

that applies. The Research and Development Working
Group believes that it would be more efficient to set
lighter, less stringent regulations, but to apply them
strictly and uniformly all over China.

experts from FIEs to join technical committees.
 Set up a public, online platform publishing official
LQIRUPDWLRQ RQ DOO &KLQHVH 5 ' SXEOLF JUDQWV LQ
a clear and transparent manner ahead of time,
to ensure enough preparation time for the grant

In terms of grants, foreign companies are restricted to

application process.

applying in certain strategic sectors, and, when they do,
the lack of clarity and reliability of the selection process,
as well as the discretionary decision by local authorities
in favour of domestic ‘champions’, creates a common
feeling among foreign companies that there is no level

3. Invest in China’s Living Environment
by Incentivising R&D for Sustainable
Development Technologies

playing field. Chinese companies operating in Europe

Concern

on the other hand are fully eligible to participate in local
projects. The working group therefore welcomes China

:LWKIRUHLJQ5 'FRPSDQLHVEDVHGLQ&KLQDZLOOLQJDQG
ZHOOHTXLSSHGWRFRQWULEXWHWRDVXVWDLQDEOHIXWXUHDQG

and the EU’s joint commitment “to promote and monitor

healthy living environment, the working group believes

reciprocity of access to the EU and China’s respective
research and innovation funding programmes”, as
VWDWHGDWWKHth&KLQD(86XPPLWWKDWWRRNSODFHRQ
th-XQH

that more can be done to further incentivise efforts to
this end and ensure their success.

European projects are advertised on a common, online
platform that makes the submission process very
clear, transparent and fair. The main advantage of

SURPRWLRQRI5 'DLPHGDWFXUWDLOLQJ&KLQD¶VSUHVVLQJ
environmental issues by mobilising the best resources
available should be a top priority. A major instrument

such a system is that every innovative company can
bring its contribution to the European research world.

used by the government to address environmental
issues is the implementation and enforcement of

The working group believes that China would benefit
tremendously from such a system adapted to the
Chinese innovation environment.

new regulations that impose stricter environmental
constraints. Additionally, China is modernising or closing
down heavily polluting industry to reduce pollution

 (8&KLQD6XPPLWMRLQWVWDWHPHQWWKHZD\IRUZDUGDIWHUIRUW\\HDUVRI(8&KLQD
cooperation&RXQFLORI(XURSHth-XQHYLHZHGRQth-XO\KWWS
ZZZFRQVLOLXPHXURSDHXHQPHHWLQJVLQWHUQDWLRQDOVXPPLWHX
FKLQDMRLQWVWDWHPHQW!
 (XURSHDQ&RPPLVVLRQ5HVHDUFKDQG,QQRYDWLRQ3DUWLFLSDQW3RUWDOYLHZHGRQ
th -XO\  KWWSVHFHXURSDHXUHVHDUFKSDUWLFLSDQWVSRUWDOGHVNWRSHQ
KRPHKWPO!
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Assessment
When it comes to the future of innovation in China, the

and dramatically reduce environmental footprints.
It is important to note that both national and local
government authorities are also already promoting the
development of new, sustainable technologies via the
launching of various targeted projects. The working
group believes that all these measures are good,
but could be complemented by additional incentives

European Business in China Position Paper
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IRFXVLQJ RQ WKH ORQJWHUP GHYHORSPHQW RI QHZ
breakthrough technologies. Such technologies would
elevate China’s position from merely making progress
through the implementation of top technologies
to becoming a leader in top technologies. Similar
programmes, such as the Sustainable Technology
Initiative (SUSTECH), have been successful in Europe.

2015/2016

4. Harmonise China’s IP Laws with International
IP laws and Improve and Facilitate
Enforcement to Foster a Business
Environment that Provides the Necessary
Assurances to Enable World-class
Innovation in China
Concern

FDQFRQWULEXWHVLJQL¿FDQWO\WRWKLVW\SHRIGHYHORSPHQW

'HVSLWHVLJQL¿FDQWLPSURYHPHQWVWR&KLQD¶V,3V\VWHP

by bringing together experience gathered through such
projects in Europe and experience working in China

of late, FIEs are still encountering procedural and
enforcement difficulties when it comes to exercising

with Chinese parties (authorities, academia, industry)

their legal IPR. This goes directly against the level of

to develop new technologies adapted to the Chinese

DVVXUDQFHVQHHGHGE\FRPSDQLHVWRLQYHVWLQWRSOHYHO

environment.

technological innovation in China.

The development of incentives for new clean

Assessment

technologies should also be further encouraged at the
industrial level. Often these new, cleaner technologies

In China, FIEs developing new technologies and with
,QWHOOHFWXDO3URSHUW\5LJKWV ,35 DUHPDNLQJVLJQL¿FDQW

can be expensive to develop and also more expensive

contributions to China’s economic transformation –

to operate, which slows down or even halts the
development of such technologies. Putting targeted

from ‘made in China’ to ‘created in China’. China has

incentives in place (and not only regulations) could
drastically improve the speed of implementation for new
clean technologies.

5 ' LQYHVWPHQWV UHVXOWLQJ LQ VSLOO RYHU EHQHILWV IRU
Chinese society as a whole. Advanced techniques

Recommendation
 6HWXSDFRQVRUWLXPW\SHSURMHFWOLNHWKH6867(&+
in Europe, where foreign companies with research
operations in China can participate and bring their
knowledge to boost progress with the same rights

risen to be one of the most attractive destinations for

and assembly lines are being sold or set up. Senior
mechanics and skilled workers are being trained.
Technological upgrading and innovation are being
DFWLYDWHG LQ GRPHVWLF WHFKQRORJ\EDVHG FRPSDQLHV
+RZHYHUWKHFRQ¿GHQFHRI),(VLVQRWULVLQJZLWKVDPH
vigour as they are being pressured to share essential
technologies or to disclose trade secrets.

and duties as Chinese participants.
 Set up incentives in the form of subsidies or tax
rebates and favourable policies for companies that
UXQ5 'RSHUDWLRQVIRFXVHGRQWKHGHYHORSPHQWRI
new green technologies.

The State Council of the People’s Republic of China
published the National Intellectual Property Strategy
RQ th -XQH  ZKLFK GHILQHV WKH HVWDEOLVKPHQW RI
a modern and efficient IP regulatory framework as a

 6HWXSVSHFL¿FLQFHQWLYHSURJUDPPHVIRUFRPSDQLHV
who want to pilot new green technologies to help
mitigate the upfront costs of developing these new

key priority for Chinese economic development. This
was followed by the 12th )LYH<HDU 3ODQ RQ 1DWLRQDO
,QWHOOHFWXDO 3URSHUW\ 'HYHORSPHQW  and

technologies.
 Set up incentives for companies who are the first

the 12th )LYH<HDU 3ODQ IRU 3DWHQW ([DPLQDWLRQ 
2015). Tremendous progress has been made over

to implement new technology on an industrial level
and who act as a pilot for authorities to see if these
technologies should be extended.

the past years to upgrade the laws and regulations
related to IP, with the aim of encouraging innovation
in China and offering better protection to innovative

 Consider partnering with Europe and setting up joint
programmes in the spirit of the SUSTECH initiative in
Europe.

companies and individuals. Despite these efforts, the
Research and Development Working Group sees room
for improvement, both on the regulatory side and the
enforcement side.
European Companies also face restrictions on ownership
of IP produced from research and commercialisation

Research and Development Working Group
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(XURSHDQ FRPSDQLHV ZLWK 5 ' RSHUDWLRQV LQ &KLQD

Section Two: Horizontal Issues

projects receiving Chinese government funding according

(e.g. seed, construction or rail industries) or the

WR$UWLFOH  RI WKH /DZ RQ 3URJUHVV RI 6FLHQFH 
7HFKQRORJ\DQGLQGXVWU\VSHFL¿FDQGORFDOUHJXODWLRQV

FRQ¿GHQWLDOLW\RIWUDGHVHFUHWV

Indeed, new IP produced by projects that receive
&KLQHVHVWDWHIXQGLQJUHTXLUH

Assessment
After decades of development and reforms, a number

 approval from the relevant government authorities
if the IP is to be transferred or exclusively licensed

of domestic Chinese technology companies have
become strong enough to compete in both the Chinese

WRQRQ&KLQHVHHQWLWLHV LQFOXGLQJWRIRUHLJQSURMHFW

and international markets. Perhaps one of the signs

partners that contribute background IP); and

of China’s innovation prowess is the drastic increase

 that the new IP is ‘used’ first inside China (i.e. that
ILUVW OLFHQVHH IRU WKH QHZO\SURGXFHG ,3 PXVW EH LQ
China).

of applications for patents and inventions in China.
However, European companies are confronted by
de facto requirements to transfer technology in order
to participate in government tenders in China. This

A contract solution may be sufficient in most cases

rarely happens through formal regulations or tender

(especially if the contract is seen and approved by the

documents, but through Chinese partners unofficially

Chinese government funding agency from the outset).

requiring transfer before agreeing to form joint ventures

7KH VLWXDWLRQ PD\ EH FRPSOLFDWHG LI RWKHU LQGXVWU\

-9V 

specific regulations apply within technology areas
receiving joint funding from China and another country

)RUHLJQLQYHVWHG HQWHUSULVHV VSHQG JUHDW HIIRUWV DQG

– especially in areas designated as strategic emerging
industries.

PDNH KXJH LQYHVWPHQWV LQ 5 ' LQ &KLQD KRZHYHU
ZKHQ WKH\ DUH ZLOOLQJ WR SXW D QHZO\GHYHORSHG
technology on the Chinese market they face heavy

2QWKHHQIRUFHPHQWVLGHLWLVGLI¿FXOWIRU),(VWRVSHQG
the time and money necessary to enforce their rights

and intrusive licensing approval processes. These

when infringed, especially if it is infringed by a Chinese
SDUWQHU ,QWHOOHFWXDO SURSHUW\ GLVSXWHV UHODWHG WR KLJK

information related to the new technology, including
proprietary information of the company and trade

technology products or new materials are often very

secrets.

technical and complex. Besides Beijing, Shanghai and
Guangzhou, there are few IP courts in China that have

Another aspect deterring FIEs from investing further in

the resources, the expertise and the experience to

5 'LQ&KLQDLVFRPSXOVRU\WHFKQRORJ\WUDQVIHUVDVD

properly handle these cases. This translates into the
fact that, knowing any litigation process will be long

precondition for market access. The working group has
seen cases where Chinese local governments are using

complex and costly, FIEs will often adopt the most
FRQVHUYDWLYH SRVLWLRQ UHJDUGLQJ WKHLU 5 ' VWUDWHJ\ LQ
China, or will choose not to enforce their rights and stop

technology transfers to favour local companies when

their activity.

put commercial pressure on FIEs when negotiating a
SDUWQHUVKLSRUD-9VWUXFWXUH

processes often require companies to divulge detailed

VHWWLQJXS-9VZLWK),(V'RPHVWLF&KLQHVHFRPSDQLHV
are also using compulsory technology transfers to

Recommendation
 Improve the overall IPR legal system and enforcement
thereof.

5. Promote Innovation in Growing Industry
Sectors by Ending Forced Technology
Transfers as Preconditions for Market
Access

The Research and Development Working Group
is convinced that these technology transfers as
preconditions for market access, initially used to support
local companies to build up innovation capabilities, are
now achieving the opposite effect. Indeed, FIEs are
incentivised not to partner up with local companies for
5 ' SURMHFWV WKHUHIRUH SUHYHQWLQJ WKH GHYHORSPHQW
of a sustainable innovation ecosystem in China. The

Concern
)RUHLJQLQYHVWHG HQWHUSULVHV DUH VWLOO VXEMHFW WR QRQ

working group believes that technology transfers
should be negotiated between partners, and the

favourable practices, especially when it comes to
technology transfer as preconditions to market access

government should not impose artificial requirements
that are distorting competition and instead let the
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market determine the technology transfer conditions for
companies when partnering up.

2015/2016

organisms results in lower compliance with standards from
those that are excluded from the standards definition
and updating process. Historically—and logically—
innovation of products and systems is largely derived
from industrial pioneers or professional associations,

the confidentiality of their detailed engineering and
design works.

not academics more involved with fundamental
research, or government authorities. All stakeholders

 Adopt appropriate measures to end the mandatory

have different agendas that all have valuable input

approval of blueprints with authorised Chinese

into, and concerns for, the common good. Therefore
a diverse group of stakeholders in the standardisation

partners as a requirement to obtain construction
permits, e.g. by authorising foreign engineering
bureaus to directly apply for such permits.

6. Ensure the Participation of FIEs in the
Standards Definition Process in Order to
Enhance the Competitiveness of Chinadeveloped Technologies in the International
Market

G\QDPLFLVNH\WRSURJUHVVWRWKHEHQH¿WRIVRFLHW\WKH
environment and the economy. The addition of foreign
experience brings greater diversity and makes for a
more resilient process.
Standards are supposed to give similar products and
systems a cohesive definition, to serve as simplified,
universal reference that consumers can easily
understand. An exaggerated nationalisation of standards

Concern
Regarding the standards updating process in China,

in fields that were already harmonised internationally
tends to create unnecessary complications, and

the Research and Development Working Group is

confuses consumers. As a result, consumers become
more conservative, avoiding bold choices and sticking

FRQFHUQHGWKDWWKHODFNRI),(V¶LQYROYHPHQWLQVHFWRU
specific standardisation organisations, and the lack of
international harmonisation and flexibility in existing
standards is preventing China from unleashing its full

WRVLPSOHDQGZHOONQRZQVROXWLRQV7KHKDUPRQLVDWLRQ
of China national standards with international standards

innovation potential.

will improve readability of common products and
methods of quality in China. Moreover, it will increase

Assessment
The standards definition and updating process

focus and international visibility on China’s truly
innovative sectors, thus giving China global recognition
IRULWV5 'FDSDFLW\

is a cornerstone of innovation policy. It forms the
EULGJH IURP ZKHUH 5 ' LV WUDQVODWHG LQWR LQQRYDWLYH

By essence a standard can only follow the market,

products that are on the market. In order to guarantee
comprehensiveness of this mechanism, it is essential
to have different points of view involved in the

whereas innovation is supposed to precede the market.
Innovation on products and methods which are already
WKHREMHFWRIDVWDQGDUGLVERXQGWRFRQÀLFWZLWKH[LVWLQJ

definition and updating processes of standards. It
VKRXOGFRPSULVHDPXOWLVWDNHKROGHUHQJDJHPHQW7KH
involvement of a wide variety of stakeholders ensures

VWDQGDUGV 2YHUO\GHWDLOHG DQG ULJLG VWDQGDUGV ZLOO
inhibit further innovation of products that are largely
standardised but still leave room for improvement

a higher level of security, transparency and compliance
GXULQJ WKH WUDQVLWLRQ RI SURGXFWV IURP 5 ' FHQWUHV

ZLWKLQWHJUDWLRQRIWKHODWHVWUHVHDUFKEUHDNWKURXJK 
Given this, China’s innovation will remain hindered

WR WKH PDUNHW 7RGD\ PRVW RI WKH VWDQGDUGVVHWWLQJ
bodies only allow very limited participation of FIEs,
despite the fact that they are playing an essential part

if no mechanism is created to provide temporary
flexibility to the standard environment of a particular
product or method, which aims at improving itself. An

LQ 5 ' DQG LQQRYDWLRQ LQ &KLQD7KLV ODFN RI YLVLELOLW\
on standards evolution may deter FIEs from committing
WR5 'SURMHFWVLQ&KLQD2SHQQHVVDQGWUDQVSDUHQF\

experimentation mechanism would allow temporary and
OLPLWHGVWDQGDUGH[HPSWLRQVRUPRGL¿FDWLRQIRUVSHFL¿HG
innovative technologies. After reviewing the safety and

are fundamental to creating a standards dynamic that
actively promotes innovation in China.

SRWHQWLDOJUHDWHUEHQH¿WWRWKHSURGXFWRIWKHSURSRVHG
method, an official temporary authorisation should be

Underrepresentation of key stakeholders in standardisation

SXEOLVKHGDVWKH¿UVWVWHSWRZDUGVDVWDQGDUGVXSGDWH
Finally, the low frequency of standards updating is

Research and Development Working Group

119

Section Two: Horizontal Issues

Recommendations
 Create a legal environment allowing FIEs to protect

keeping the Chinese market behind international
markets, by preventing diffusion of the latest products
and methods. The Research and Development
Working Group believes that it is necessary to
increase the frequency of updates to integrate the
latest breakthroughs. To benefit from lessons learned
from successful, reviewed and validated temporary
authorisation as proposed above, they should be
Section Two: Horizontal Issues

integrated into permanent standards. This requires
standards to be updated frequently.
Recommendations
 Open the standards updating process to all
stakeholders, including FIEs.
 Promote harmonisation of Chinese and international
VWDQGDUGVWRLQFHQWLYLVH),(VWRXQGHUWDNHPRUH5 '
activities in China.
 Create a mechanism providing flexibility to the
standard context, in order to let practitioners carry
RXWUHDOVFDOHH[SHULPHQWVDQGLQQRYDWH
 Accelerate the standards updating process by
increasing the frequency of the editing of new
versions.
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&KLQHVH<XDQ

Gross Domestic Product

IP

Intellectual Property
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Key Recommendations

Section Two: Horizontal Issues

1. Implement the Principles of the Agreement on Technical Barriers to Trade of the
World Trade Organisation (WTO/TBT) Related to Standards, Technical Regulations
and Conformity Assessment Procedures
 (QVXUHSURSHUQRWL¿FDWLRQRIDOOWHFKQLFDOUHJXODWLRQVLQFOXGLQJPDQGDWRU\VWDQGDUGVUHTXLUHGIRU
market access.
 /LPLWWKHVFRSHRIWHFKQLFDOUHJXODWLRQVDQGVWDQGDUGVDFFRUGLQJWRWKH:727%7DJUHHPHQWWR
issues related to the protection of safety, health and environment.

 5HYLHZ0DQGDWRU\0DUNHW$FFHVV5HTXLUHPHQWV,QFOXGLQJWKH6LPSOL¿FDWLRQRI
7HVWLQJDQG&HUWL¿FDWLRQ3URFHGXUHV
 Optimise the synchronisation of mandatory standards, compulsory certification schemes and
administrative licensing schemes.
 Support the recognition of test reports at a national level.
 Increase further the possibility for manufacturers to use their own testing laboratories.
 Avoid the use of recommended standards in mandatory certification schemes or administrative
licensing.

3. Continue the Current Reform of the Chinese Standardisation System with a Focus
on These Key Issues
 Process and system related issues
 'HOHJDWHWKHUHVSRQVLELOLW\RIDOOVWDQGDUGLVDWLRQLVVXHVHVSHFLDOO\LVVXHVUHODWHGWRPDQGDWRU\
VWDQGDUGV PDQDJHPHQW WR WKH ,QWHUPLQLVWHULDO -RLQW 0HHWLQJ 0HFKDQLVP IRU 6WDQGDUGLVDWLRQ
Coordination and Promotion.
 2SWLPLVHWKHVWDQGDUGVGHYHORSPHQWSURFHVVHVSHFLDOO\IRUPDQGDWRU\VWDQGDUGVDQGLQGXVWU\
standards.
 *UDQWIDLUDFFHVVWRDOOWHFKQLFDOFRPPLWWHHVWRDOOLQWHUHVWHGVWDNHKROGHUV
 $OORZDUHDVRQDEOHSHULRGRIWLPHIRUFRPPHQWLQJ
 ,QWURGXFHUHDVRQDEOHWUDQVLWLRQSHULRGVIRUPDQGDWRU\VWDQGDUGV
 ,PSOHPHQWWKH(XURSHDQFRQFHSWRIWUDQVLWLRQSHULRGVWRPRUHLQGXVWULHV
 $OLJQ&KLQHVHVWDQGDUGVPRUHHIIHFWLYHO\ZLWKHDFKRWKHUWRDYRLGFRQÀLFWLQJUHTXLUHPHQWV
 &RQWLQXHWKHHIIRUWVWRUHGXFHWKHQXPEHURI&KLQHVHVWDQGDUGV
 ,QWHUQDWLRQDOVWDQGDUGVRSWLPLVHWKHDOLJQPHQWRI&KLQHVHVWDQGDUGVZLWKLQWHUQDWLRQDOVWDQGDUGV
 (QFRXUDJHPRUH&KLQHVHH[SHUWVWRSDUWLFLSDWHLQLQWHUQDWLRQDOPHHWLQJV
 ,QFUHDVHWKHQXPEHURILGHQWLFDOO\DGRSWHGLQWHUQDWLRQDOVWDQGDUGV
 5HGXFHGHOD\VWRWKHQDWLRQDODGRSWLRQRILQWHUQDWLRQDOVWDQGDUGV
 Social group standards
 *LYH FOHDU JXLGDQFH RQ WKH VWDQGDUGV GHYHORSPHQW SURFHVV LQFOXGLQJ FRQVLGHUDWLRQ RI
intellectual property (IP) issues and the rules for participation, to ensure fair processes.
 &ODULI\WKHUROHRIVWDQGDUGVGHYHORSHGE\JOREDORUJDQLVDWLRQVDQGFRQVRUWLD
 Enterprise standards

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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 'H¿QHDFOHDUDQGWUDQVSDUHQWSURFHVVIRUWKHPDQDJHPHQWRIHQWHUSULVHVWDQGDUGV
 (QVXUH WKDW WKH GLVFORVXUH RI HQWHUSULVH VWDQGDUGV LV YROXQWDU\ DQG WKDW WUDGH VHFUHWV DUH
protected during their disclosure.

4. Ensure Fair and Transparent Market Surveillance
 Align market surveillance with market access requirements.

Section Two: Horizontal Issues

 /LPLW PDUNHW VXUYHLOODQFH WR FRPSOLDQFH ZLWK ODZV UHJXODWLRQV IRU TXDOLW\ DVVHVVPHQW DQG
mandatory standards.

Introduction to the Working Group
The Standards and Conformity Assessment (SCA)
:RUNLQJ *URXS ZDV IRXQGHG LQ  ,WV PHPEHUV
come from various sectors such as automotive, auto
components, construction, cosmetics, healthcare
equipment, electrical equipment, information and
FRPPXQLFDWLRQ WHFKQRORJ\ ,&7  HTXLSPHQWVHUYLFHV
and machinery.
The working group aims to support the development
of China’s SCA systems in order to facilitate China’s
integration into the world economy. In order to help
achieve this and to better illustrate the points made
by the working group, this paper draws on examples
IURP WKH IROORZLQJ ZRUNLQJ JURXSV$JULFXOWXUH )RRG
and Beverage, Construction, Heating, Information
and Communication Technology, Information Security,
Petrochemicals, Chemicals and Refining, Rail,
Research and Development, and Smart Grid.

Recent Developments
The Reform of the Standardisation System
2Q  th 0DUFK  WKH 6WDWH &RXQFLO UHOHDVHG WKH
Notice on the Deepening Reform Plan for Standardisation


Work *XRID >@ 1R  which includes reform
REMHFWLYHV DQG D WKUHHSKDVH LPSOHPHQWDWLRQ WLPHOLQH
SODQQHGWREHFRPSOHWHGE\7KHRYHUDOOREMHFWLYHV
RIWKHUHIRUPDUH
 WRHVWDEOLVKDQHZVWDQGDUGVV\VWHPFRGHYHORSPHQW

and the market; and
 to make standards a safeguard for quality in order to
move the Chinese economy up the value chain.
The reform will establish a new type of standards
V\VWHP FRQVLVWLQJ RI JRYHUQPHQWGULYHQ DQG PDUNHW
LQLWLDWHG VWDQGDUGV7KH JRYHUQPHQWGULYHQ VWDQGDUGV
will be streamlined from six previous categories to four
categories, namely mandatory national standards,
recommended national standards, recommended
industry standards and recommended local standards.
7KH PDUNHWLQLWLDWHG VWDQGDUGV LQFOXGH VRFLDO JURXS
standards and enterprise standards. Accordingly, the
UHIRUPSODQGH¿QHVVL[PHDVXUHV
 Build an effective and authoritative standardisation
coordination mechanism.
 Consolidate and streamline mandatory standards.
 Optimise and improve recommended standards.
 Cultivate and develop social group standards.
 Ease restrictions to and allow more room for
enterprise standards.
 Boost the level of internationalisation of Chinese
standards.
The Standardisation Administration of the People’s
Republic of China (SAC) decided to further promote the
reform by the publication of the 2SLQLRQVRQ,PSURYLQJ
DQG 6WUHQJWKHQLQJ /RFDO 6WDQGDUGLVDWLRQ :RUN  on
 th$SULO  DQG WKH Main Points of the National
Standardisation Work in 2015RQst$SULO2QH

and coordination of standards established by the
government and the market;
 to establish a new standardisation management

purpose of the first document is to limit the scope of
recommended local standards to technical requirements

V\VWHPDFRRUGLQDWHGKLJKO\HI¿FLHQWPDQDJHPHQW
system under the governance of both government

the second document, the SAC intends to speed up

suiting local geographical conditions and customs. In

 2SLQLRQVRQ,PSURYLQJDQG6WUHQJWKHQLQJ/RFDO6WDQGDUGLVDWLRQ:RUN6$&th April,
 YLHZHG RQ th$SULO  KWWSZZZZ[TWVJRYFQ]M\ZE]KW]JJ
 Notice on the Deepening Reform Plan for Standardisation Work *XRID >@
1R 6WDWH&RXQFLOth0DUFKYLHZHGRQth$SULOKWWSZZZJRY
FQ]KHQJFHFRQWHQWFRQWHQWBKWP!
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 Main Points of the National Standardisation WorkLQ6$&th$SULOYLHZHG
RQth$SULOKWWSZZZVDFJRYFQEJV][W]WBKWP!
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Third Plenum Reality Check
What is the Reality?

We will further streamline the administration
and delegate more power to lower levels,
deepen the reform of the system concerning
matters subject to government examination and
approval, and reduce the central government’s
administration in micro affairs to the greatest
extent. We will cancel all administrative
approval procedures for economic activities
under the effective regulation of the market
mechanism. We will manage matters that
require administrative approval according to
SURFHGXUHVDQGZLWKKLJKHI¿FLHQF\

Several administrative licensing processes have
EHHQVLPSOL¿HGe.g. medical devices licensing and
cosmetics licensing, but more efforts are needed.

We will set up legal person governance
structure for public institutions, transform
TXDOL¿HGSXEOLFLQVWLWXWLRQVLQWRHQWHUSULVHVRU
VRFLDORUJDQL]DWLRQVDQGHVWDEOLVKDXQL¿HG
registration system for the management of
public institutions of all kinds.

Status

Section Two: Horizontal Issues

What did the Third Plenum’s Decision say?

Guiding opinions regarding the integration of
testing, inspection and certification (TIC) bodies
KDYHEHHQUHOHDVHGSURSRVLQJDWKUHHVWHSUHIRUP
timetable.

The government will strengthen the formulation
and implementation of development strategies,
plans, policies and standards, enhance market
activity monitoring and supply of public
services.

The Working Plan on Deepening the Standardisation
Reform shows a positive intention to optimise the
current standards system. However, it takes time
WR VHH WKH UHVXOWV RI FOHDQLQJXS RI WKH H[LVWLQJ
outdated, overlapping and contradictory standards. In
spite of positive changes, it is still difficult for foreign
stakeholders to contribute to the standards formulation
process. Besides, overly short and sharp transition
SHULRGVDVZHOODVLQVXI¿FLHQWFRPPHQWLQJSHULRGVDUH
hindering the implementation of standards.

Social organisations should be commissioned
to provide public services that they are apt to
supply and tackle matters that they are able
to tackle.

The Chinese Government will introduce social group
standards into the current standards system and
encourage competent social groups and industrial
alliances to develop such standards. In line with this
PDUNHWGULYHQDSSURDFKZHVXJJHVWWKDWDOOLDQFH
VWDQGDUGVFRQVRUWLDVWDQGDUGVEHLQFOXGHGLQVRFLDO
group standards.

WKH UHYLVLRQ RI WKH 6WDQGDUGLVDWLRQ /DZ RI &KLQD WKH
formulation of the Administrative Measures for National
Mandatory Standards, and the guiding opinions and
code of good practice for social group standards. In
DGGLWLRQ WKH 6$& ZLOO PDNH D SODQ WR FOHDQXS DQG
integrate mandatory standards.
7KH5HIRUPRIWKH&KLQD&RPSXOVRU\&HUWL¿FDWLRQ
(CCC) Scheme
The Certification and Accreditation Administration of

the People’s Republic of China (CNCA) released the
$QQRXQFHPHQW RQ 8SGDWLQJ /LVW RI$SSRLQWHG &&&
&HUWLILFDWLRQ %RGLHV DQG 7HVWLQJ /DERUDWRULHV (CNCA
>@ 1R  LQ -XO\ 7ZR LQGHSHQGHQW IRUHLJQ
testing organisations were authorised as appointed
WHVWLQJ ODERUDWRULHV IRU &&& RI DXGLRYLGHR SURGXFWV
and some house appliance products.
 $QQRXQFHPHQWRQ8SGDWLQJ/LVWRI$SSRLQWHG&&&&HUWLILFDWLRQ%RGLHVDQG7HVWLQJ
/DERUDWRULHV &1&$>@1R &1&$th-XO\YLHZHGRQth$SULO
KWWSZZZFQFDJRYFQW]JJJJ[[JJ[[WBVKWPO!
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According to the previous CCC scheme, enterprises
needed to obtain CCC certificates from certification
bodies while applying for CCC marks with the Beijing
&RPSXOVRU\&HUWL¿FDWLRQ0DUN&HQWUH,Q0DUFK
WKH&KLQD4XDOLW\&HUWL¿FDWLRQ&HQWUH &4& WKH&KLQD
&HUWL¿FDWLRQ&HQWUHIRU$XWRPRWLYH3URGXFWV &&&$3 
WKH&KLQD4XDOLW\0DUN&HUWL¿FDWLRQ*URXS &40 DQG
the China Information Security Certification Centre
,6&&& ZHUHDSSURYHGDVWKH¿UVWEDWFKRIFHUWL¿FDWLRQ
bodies that can issue CCC certificates together with
CCC marks.

Key Recommendations
1. Implement the Principles of the Agreement
on Technical Barriers to Trade of the World
Trade Organisation (WTO/TBT) Related
to Standards, Technical Regulations and
Conformity Assessment Procedures
Concern
China’s practices do not fully comply with the Agreement
RQ 7HFKQLFDO %DUULHUV WR 7UDGH RI WKH :RUOG 7UDGH
2UJDQLVDWLRQ :727%7 SULQFLSOHVDQGKHQFHFUHDWH

The Reform of China Testing and Inspection System
,Q 0DUFK  WKH 6WDWH &RPPLVVLRQ 2IILFH RI
Public Sectors Reform (SCOPSR) and the General
Administration of Quality Supervision, Inspection and
Quarantine of the People’s Republic of China (AQSIQ)
jointly issued the 2SLQLRQV RQ WKH ,PSOHPHQWDWLRQ RI
WKH ,QWHJUDWLRQ RI 7HVWLQJ ,QVSHFWLRQ DQG &HUWLILFDWLRQ
7,&  %RGLHV *XREDQID >@ 1R  2Q th March,
 WKH$46,4 LVVXHG WKH *XLGLQJ 2SLQLRQV RQ WKH
,QWHJUDWLRQ RI 7HVWLQJ ,QVSHFWLRQ DQG &HUWLILFDWLRQ
%RGLHV :LWKLQ WKH 1DWLRQDO 4XDOLW\ ,QVSHFWLRQ 6\VWHP
*XR]KLMLDQNH >@ 1R 6 (*XLGLQJ 2SLQLRQV). The
*XLGLQJ2SLQLRQVGLYLGHG7,&ERGLHVLQWRWZRFODVVHV
public and commercial. More importantly, the *XLGLQJ
2SLQLRQVSURSRVHGDWKUHHVWHSUHIRUPWLPHWDEOH
 %\  EDVLFDOO\ FRPSOHWH WKH LQWHJUDWLRQ RI TIC
bodies directly under the AQSIQ and TIC bodies
UHOHYDQW WR WKH HQWU\H[LW LQVSHFWLRQ DQG TXDUDQWLQH
system, and make considerable achievements in
pilots of vertical integration of TIC bodies relevant to
special equipment.
 %\  EDVLFDOO\ FRPSOHWH WKH LQWHJUDWLRQ RI7,&
bodies within the national quality inspection system.
The public class of TIC bodies will be in place with
clear responsibilities while the transformation of
commercial class of TIC bodies into enterprises will
be basically completed.
 %\  EDVLFDOO\ FRPSOHWH WKH UHIRUP WDVNV
of integration of TIC bodies within the quality
inspection system with separation of government
and enterprises, and form a batch of comprehensive
testing, inspection and certification groups with
global reach.
 2SLQLRQV RQ WKH ,PSOHPHQWDWLRQ RI WKH ,QWHJUDWLRQ RI 7HVWLQJ ,QVSHFWLRQ DQG
&HUWL¿FDWLRQ%RGLHV *XREDQID>@1R 6&2365$46,4th0DUFK
YLHZHG RQ  th$SULO  KWWSZZZDTVLTJRYFQ]M[Z]M[Z]MIWS[Z
WBKWP!
6 *XLGLQJ 2SLQLRQV RQ WKH ,QWHJUDWLRQ RI 7HVWLQJ ,QVSHFWLRQ DQG &HUWLILFDWLRQ 7,& 
%RGLHV ZLWKLQ 1DWLRQDO 4XDOLW\ ,QVSHFWLRQ 6\VWHP *XR]KLMLDQNH >@ 1R 
$46,4  th 0DUFK  YLHZHG RQ  th$SULO  KWWSZZZDTVLTJRYFQ
[[JNBMJÀW]VEDTMFMW]GWWBKWP!
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unnecessary obstacles for foreign enterprises trying to
access the Chinese market.
Assessment
D  3URSHUQRWL¿FDWLRQRIWHFKQLFDOUHJXODWLRQV LQFOXGLQJ
mandatory standards) and conformity assessment
procedures required for market access
$FFRUGLQJWRWKH:727%7FHQWUDOJRYHUQPHQWERGLHV
in China are obliged to notify proposed technical
regulations and conformity assessment procedures
to members of the World Trade Organisation (WTO),
together with a brief indication of their objectives and
rationale, at an early stage, which enables amendments
and comments to be taken into account.
In China, mandatory standards are deemed to be
technical regulations. Other regulations contain
compulsory certification schemes and administrative
licensing schemes. The working group recognises
that China has fulfilled its responsibilities to notify the
WTO of new mandatory national standards, the CCC
scheme and some regulations, for example, medical
device regulations issued by the China Food and Drug
Administration (CFDA), in a proper manner. However,
QRQFRPSOLDQFH ZLWK WKH :727%7 QRWLILFDWLRQ UXOHV
has been observed in cases of mandatory industry
standards, voluntary standards included in mandatory
certification schemes as well as some regulations
requiring conformity assessment procedures for market
access, for example, China’s energy labelling scheme,
mining safety certification and wind power equipment
FHUWL¿FDWLRQ6SHFL¿FH[DPSOHVRIYROXQWDU\VWDQGDUGV
which need to be applied for some reason, but which
have not been notified to the WTO, are discussed in
GHWDLOLQ.H\5HFRPPHQGDWLRQRIWKHInformation and
&RPPXQLFDWLRQ7HFKQRORJ\3RVLWLRQ3DSHU.
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b) Limitation of the scope of technical regulations and
standards according to the WTO/TBT agreement, to
issues related to the protection of safety, health and
the environment

2015/2016

Assessment
a) Concurrent existence of mandatory standards,
FRPSXOVRU\FHUWL¿FDWLRQVFKHPHVDQGDGPLQLVWUDWLYH
licensing schemes

7KH :727%7 DJUHHPHQW DOORZV FRXQWULHV WR WDNH

$FFRUGLQJ WR WKH &KLQD 6WDQGDUGLVDWLRQ /DZ PDQ\

QHFHVVDU\PHDVXUHVIRUIXOILOOLQJOHJLWLPDWHREMHFWLYHV
national security requirements, prevention of deceptive

products have to comply with mandatory standards. In
addition, other regulations require some products to

practices and protection of health, safety and the

comply with specific mandatory certification schemes

environment.

(e.g. CCC, Mining Safety Certification) or individual

Key Recommendations
 (QVXUHSURSHUQRWL¿FDWLRQRIDOOWHFKQLFDOUHJXODWLRQV
including mandatory standards, required for market
access.
 /LPLW WKH VFRSH RI WHFKQLFDO UHJXODWLRQV DQG
VWDQGDUGVDFFRUGLQJWRWKH:727%7DJUHHPHQWWR

administrative licensing schemes (e.g. Network Access
/LFHQFH  VHH7DEOH 
Unfortunately, these regulations are usually not well
coordinated with each other. As a consequence,
manufacturers have to manage overlapping testing
UHTXLUHPHQWV GHWDLOHG H[DPSOHV FDQ EH IRXQG LQ .H\
5HFRPPHQGDWLRQ  RI WKH Automotive Position Paper.
This results in additional costs to manufacturers and
even delays product launches.
7DEOH  0DUNHW DFFHVV UHTXLUHPHQWV IRU VHOHFWHG
products

Product
Name
Coal and
mining industry
products

Mobile telecom
devices

access requirements published by different ministries
and authorities that are not well coordinated with
each other, which creates market access barriers. In
DGGLWLRQVRPHWHVWLQJDQGFHUWL¿FDWLRQSURFHGXUHVSRVH
unnecessary burdens to manufacturers, generating
unnecessary costs and hindering the import of
technology and services, without increasing product
safety.

(CCC)
1HWZRUN$FFHVV/LFHQFH 1$/ 
5DGLR7\SH$SSURYDO 57$

Medical devices

Concern
Some products are required to fulfil multiple market

,QGXVWULDO3URGXFWLRQ/LFHQFHIRU
([SORVLRQSURRI(OHFWULFDO$SSDUDWXV
0LQLQJ6DIHW\&HUWL¿FDWLRQ
([SORVLRQSURRI(OHFWULFDO3URGXFW
&HUWL¿FDWLRQ
&KLQD&RPSXOVRU\&HUWL¿FDWLRQ

issues related to the protection of safety, health and
the environment.

2. R e v i e w M a n d a t o r y M a r k e t A c c e s s
5HTXLUHPHQWV,QFOXGLQJWKH6LPSOL¿FDWLRQ
RI7HVWLQJDQG&HUWL¿FDWLRQ3URFHGXUHV

Market Access Regulations

IT equipment
with encryption
technology
ITE Equipment
with Encryption
Technology

3URGXFWUHJLVWUDWLRQ &)'$ 
&KLQD0HWURORJ\$SSURYDO &0$
&KLQD&RPSXOVRU\&HUWL¿FDWLRQ
(CCC)
2I¿FHRI6HFXULW\&RPPHUFLDO&RGH
$GPLQLVWUDWLRQ 26&&$ /LFHQVLQJ
&&&
2I¿FHRI6HFXULW\&RPPHUFLDO&RGH
$GPLQLVWUDWLRQ 26&&$ /LFHQVLQJ

Part of the reason for this, is that these regulations
have been formulated by different ministries and
governmental authorities working independently in most
cases. Here, the working group recommends better
synchronisation to ensure that mandatory standards,
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After the publication of the Plan for Deepening the
Reform of the Standardisation System *XRID >@
1R WKHZRUNLQJJURXSLVSOHDVHGWRQRWHWKDW&KLQD
intends to limit the scope of mandatory standards
WR WKH DERYHPHQWLRQHG REMHFWLYHV RI WKH :727%7
agreement. This official document is a valuable step
WRZDUGV IXUWKHU FDUU\LQJ RXW :727%7 SULQFLSOHV7KH
working group recommends that China continues
its efforts and fulfils its commitments in this regard
while implementing ongoing standardisation reforms.
Additionally, similar efforts should be made to ensure
that technical regulations can fulfil the legitimate
REMHFWLYHV GHILQHG LQ WKH :727%7 DJUHHPHQW
([DPSOHV RI QRQFRPSOLDQFH ZHUH REVHUYHG LQ ERLOHU
safety technical supervision administration regulations
VHH .H\ 5HFRPPHQGDWLRQ  RI WKH +HDWLQJ 'HVN
Position Paper).

compulsory certification schemes and administrative

from their manufacturing site to a Chinese testing

licensing systems applicable to a specific product
eliminate any existing overlaps and conflicts. Such a

laboratory and therefore granted exemptions to large
and heavy medical devices. The CCC scheme followed
WKLV DSSURDFK LQ 6HSWHPEHU  ZLWK WKH &1&$¶V
publication of the new *HQHUDO &&& ,PSOHPHQWDWLRQ
5XOHVRQ8WLOLVDWLRQRI7HVWLQJ5HVRXUFHVRI(QWHUSULVHV
DQG 2WKHU &HUWLILFDWLRQ 5HVXOWV &1&$& 
Depending on the situation, the CNCA now allows either
the procedure of Testing at Manufacturers’ Premises
(TMP) or the Witnessed Manufacturers Testing (WMP).
The working group appreciates this development.
The CNCA should develop a concrete implementation
plan to ensure the new rules are being carried out
without unnecessary requirements for manufacturers.
In addition, tests in manufacturers’ testing laboratories

simplification of market access requirements would
KHOS&KLQHVHFXVWRPHUVWRDFFHVVWKHPRVWXSWRGDWH
technologies developed in China and elsewhere alike,
increase manufacturing efficiency and hence infuse

Section Two: Horizontal Issues

new vitality into the Chinese economy.
b) Recognition of test reports at a national level
There are still examples of test reports issued by a
&&&GHVLJQDWHGWHVWLQJODERUDWRU\QRWEHLQJDFFHSWHG
by other such laboratories for identical tests of the same
SURGXFWZKHQPDQXIDFWXUHUVDSSO\IRU&&&FHUWL¿FDWHV
,QVXFKDVLWXDWLRQPDQXIDFWXUHUVKDYHWRUHWHVWWKHLU
SURGXFWV LQ WKH VHFRQG WHVWLQJ ODERUDWRU\ DV D SUH
requisite for obtaining all necessary approvals, even
though the identical test has already been performed
E\WKH¿UVWWHVWLQJODERUDWRU\6XFKSUDFWLFHVDIIHFWQRW
only foreign manufacturers active in China, but also
Chinese companies willing to place their products onto
the market in several or all Chinese provinces.
This duplicative testing is mere repetition, thus can
neither increase product safety nor bring benefits to
Chinese authorities or customers. Instead, it wastes
company resources, ultimately results in delayed
product launches, increased costs and reduced
HI¿FLHQF\RIWKH&KLQHVHHFRQRP\7KHZRUNLQJJURXS
recommends ensuring nationwide recognition of test
reports for the same technical qualification between
all laboratories to avoid product test repetition. This
UHTXLUHVWKHGH¿QLWLRQRIFHUWDLQUHTXLUHPHQWVWRHQVXUH
the equivalence of testing laboratories across China
and hence the nationwide acceptance of their test
reports. The working group recommends China uses
WKHSURFHGXUHVDOUHDG\HVWDEOLVKHGIRUWKHFHUWL¿FDWLRQ
bodies (CB) scheme as a model. Part of the efforts
could be managed by the China National Accreditation
Service for Conformity Assessment (CNAS).
c)

Tests in the manufacturers own testing laboratories

Some years ago, tests for the CCC scheme and other
licensing schemes had to be performed by domestic
testing laboratories in their own testing facilities in
China. While this was somehow acceptable to small
products that could easily be transported, it was
not the case for larger, cumbersome products. The
Chinese Government has already recognised that
VRPHSURGXFWVDUHGLI¿FXOWDQGFRVWO\WREHWUDQVSRUWHG
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should be accepted if the test laboratory is accredited
by the CNAS. Such an accreditation ensures a high
quality level of both testing laboratories and their test
reports.
d) Recommended standards used as market
access requirements
Recommended standards need to remain voluntary
in any case. Unfortunately, some became mandatory
as they were chosen to be the basis of mandatory
certification or administrative licensing schemes,
particularly in the mobile phone business. Key
5HFRPPHQGDWLRQ  RI WKH Petrochemicals, Chemicals
and Refining Position Paper discusses this issue. As
a consequence, updates and modifications of these
officially recommended standards are not always
communicated to the WTO, despite being mandatory for
market access under administrative licensing schemes.
7KLVODFNRIWUDQVSDUHQF\FDXVHVGLI¿FXOWLHVWRLQGXVWULHV
that need to comply with those mandatory market access
VFKHPHV LQFOXGLQJ &&& DQG RWKHU LQGXVWU\VSHFLILF
mandatory certification schemes. The working group
VXJJHVWVWKDWDOOPDQGDWRU\W\SHDSSURYDOVFKHPHVIRU
market access be based only on national mandatory
standards and be supervised by one standardisation
committee in China. Recommended standards should
not be used for this purpose unless they have passed
the official procedure of mandatory standard drafting,
and thus been converted to mandatory standards.
Key Recommendations
 O p t i m i s e t h e s y n c h r o n i s a t i o n o f m a n d a t o r y
standards, compulsory certification schemes and
administrative licensing schemes.
 Support the recognition of test reports at a national
level.
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 Increase further the possibility for manufacturers to

problems. This issue is further discussed in Key

use their own testing laboratories.
 Avoid the use of recommended standards in mandatory

5HFRPPHQGDWLRQVDQGRIWKH$JULFXOWXUH)RRGDQG
Beverage Position Paper.

FHUWL¿FDWLRQVFKHPHVRUDGPLQLVWUDWLYHOLFHQVLQJ
While it is commonly understood that all interested

3. Continue the Current Reform of the Chinese
Standardisation System with a Focus on the
Key Issues Listed in the Assessment

stakeholders should get fair access to a TC, this

Concern
A significant number of standards organisations in

from membership or only granted observer status.

China currently publish both mandatory and voluntary
standards, with parts of these standards being neither

For instance, some standardisation projects are

properly aligned with each other nor with international

instead of formal TCs or working groups. Their opaque

standards. Existing standards development processes
often lack transparency and can even exclude important

development processes result in many interested
stakeholders being unable to contribute and submit

VWDNHKROGHUV HVSHFLDOO\ IRUHLJQLQYHVWHG HQWHUSULVHV

comments. The management of public comments often

(FIEs).

ODFNV WUDQVSDUHQF\ DV ZHOO FRPPHQWLQJ SHULRGV DUH
much too short, and even when stakeholders are able

Assessment
a) General remarks

to submit comments via different channels, they cannot
easily identify to what extent their comments have been

As described in the section on recent developments,
the Deepening Reform Plan for Standardisation Work
*XRID >@ 1R  Reform Plan) recognises the

considered. This concern is described by several other
ZRUNLQJJURXSV .H\5HFRPPHQGDWLRQRIWKH Smart
*ULG 3RVLWLRQ 3DSHU .H\ 5HFRPPHQGDWLRQ  RI WKH
,QIRUPDWLRQ DQG &RPPXQLFDWLRQ 7HFKQRORJ\ 3RVLWLRQ

principle is not yet fully put into practice in China.
)RUHLJQLQYHVWHG HQWHUSULVHV DQG WKHLU MRLQW YHQWXUHV
-9V  LQ SDUWLFXODU DUH RIWHQ FRPSOHWHO\ H[FOXGHG

to the proposed milestones will not only significantly

managed by individual companies or organisations

Paper .H\ 5HFRPPHQGDWLRQ  RI WKH Information
Security Position Paper .H\ 5HFRPPHQGDWLRQ  RI

amend China’s standardisation system, but also help
all manufacturers based in China to find the most

the Rail Position Paper.H\5HFRPPHQGDWLRQRIWKH
Construction Position Paper; and Key Recommendation
6 of the Research and Development Position Paper).

VXLWDEOHVWDQGDUGVIRUWKHLUSURGXFWVHDVHFHUWL¿FDWLRQ
procedures and boost the Chinese economy in general.

With respect to the publication of standards, the working

However, the working group would like to make several
suggestions to make the reform process an even
greater success.

group is aware of many cases where standards were
formally published by the responsible organisations,
but the contents were not publicly available even until

b) Process and system related issues
The Chinese standardisation system allows over

after the date of implementation. In these situations
manufacturers have no opportunity to integrate new
requirements into their products in due time. This not

 WHFKQLFDO FRPPLWWHHV 7&V  WR GHYHORS QDWLRQDO
VWDQGDUGV PRUH WKDQ  RUJDQLVDWLRQV WR GHYHORS

only results in low quality of standards implementation,
but also limits the number of products complying with

industrial standards and many local bodies to be
involved in developing local standards. This situation
has led to a huge number of standards, and even many

the newly published standards, hence runs contrary to
the original purpose of standardisation itself.

conflicting mandatory ones. This is unfavourable for
WKHHVWDEOLVKPHQWRIDXQL¿HGPDUNHWV\VWHP,QVWHDG
standards should be well aligned with each other and

0RUHRYHU WKH FXUUHQW WUDQVLWLRQSHULRG V\VWHP IRU
VWDQGDUGVQHHGVWREHLPSURYHGLQWZRDVSHFWV
 Some standards are published with extremely short

free of contradicting requirements. The total amount
of standards should be reduced. The working group

transition periods, particularly in the telecommunications
industry. The working group recommends that transition

appreciates the State Council’s establishment of a joint
PHHWLQJ PHFKDQLVP DGGUHVVLQJ WKH DERYHPHQWLRQHG

SHULRGVEHFDUHIXOO\GH¿QHGDQGDOORZHQRXJKWLPHIRU
the integration of new standards into products.
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need for a comprehensive reform of the standardisation
system. The working group is convinced that the
implementation of the six reform measures according

The situation is even worse for industrial standards.

 The Chinese understanding of transition periods

delay. China should support its technical experts to

GRHVQ¶WWDNHWKHUHDOLW\RIWKHVLWXDWLRQLQWRDFFRXQW
during the transition period, which is considered as

directly enter their position into international standards
via the national mirror TCs of the respective ISO and

the time between publication of the new edition of

IEC TCs, SCs and working groups. This would reduce

a standard and its implementation date, only the

the need to publish national deviations and would

old edition is applicable. After the implementation
date, only the new edition is applicable. Such a

allow the introduction of innovative solutions developed

sharp transition makes product manufacturing more
Section Two: Horizontal Issues

difficult. In this regard, the European concept of
WUDQVLWLRQ SHULRGV LV PXFK IDLUHU DQG PRUH UHDOLVWLF
during the transition period, EU law allows both
editions of a standard to be used for regulatory
purposes.
Finally, the working group has observed that many
standards’ online service platforms have already been
or are pending setup, and hopes the scope of such a
positive change will be expanded to cover all mandatory
DQGYROXQWDU\VWDQGDUGVQDWLRQDOLQGXVWULDODQGORFDO

by companies based in China into international
standards and save the resources of valuable technical
standardisation experts, as they would only have to
contribute once to international standards. If national
deviations seem to be unavoidable, China should
preferably use the ISO and the IEC ‘global relevance
toolbox’.
.H\ 5HFRPPHQGDWLRQ  IURP WKH SRVLWLRQ SDSHUV RI
the Smart Grid and Information and Communication
Te c h n o l o g y w o r k i n g g r o u p s , a s w e l l a s K e y
5HFRPPHQGDWLRQ  IURP WKH Information Security
Position Paper advocate for better alignment of Chinese

standards.

standards with international ones. Key Recommendation
IURPWKHInformation Security Position Paper focuses

The current standardisation reform plan is aligned
with the Standards and Conformity Assessment
Position Paper in many aspects. The working group

on the need to increase the participation of Chinese
institutions in international dialogues on standards and
standardisation.

welcomes this reform work plan and would welcome the
opportunity to collaborate with Chinese authorities to

d) Social group standards

achieve the reform objectives.

China is about to introduce social group standards

c)

which is aimed at promoting innovation and enhancing
market vitality. The Chinese Government will encourage

International Standards: optimise the alignment
of Chinese standards with international standards
China is engaged in improving the level of internationalisation
of its standards. Chinese experts are actively participating

competent social groups and industrial technology
alliances, such as associations, chambers of commerce
and federations, to formulate standards capable of

in international standardisation activities, holding an
increasing number of seats in the three international
VWDQGDUGV GHYHORSLQJ RUJDQLVDWLRQV 6'2V  WKH

meeting market demand and the need for innovation,

International Electrotechnical Commission (IEC),
the International Organisation for Standardisation
(ISO), and the International Telecommunication Union

be allowed to formulate and release standards without

,78  DV ZHOO DV LQ RWKHU JOREDOO\DFFHSWHG VWDQGDUGV
organisations.

also suggested to integrate patents into social group
standards to promote technical innovation.

The working group appreciates this intense commitment
to international standardisation, which gives China the

The working group welcomes in general these plans, but
would like to propose several detailed recommendations.

opportunity to influence even strategic decisions at
the management level of these organisations. On the
operational level, China is now able to contribute to

In line with its usual stance, the working group requests
WKDWWKHXVHRISDWHQWUHODWHGWHFKQLFDOVROXWLRQVXQGHUIDLU
UHDVRQDEOHDQGQRQGLVFULPLQDWRU\ )5$1' FRQGLWLRQV

almost every future ISO and IEC standard. The working
group recommends that China seizes this opportunity to

be allowed. In order to manage social group standards,
the *XLGHOLQH DQG &RGH RI &RQGXFW IRU 6RFLDO *URXS
Standard Development should be published. Such a

increase the adoption rate of international standards as
identical Chinese standards and to shorten the adoption
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in order to increase the effective supply of standards.
Social groups and industrial technology alliances will
the need for administrative approval. The market
shall select the superior and eliminate the inferior. It is

code of conduct should especially respect the principles
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of fair access, reasonable commenting periods and

requirements for access to a huge portion of market

mutual coordination with other organisations and make
clear that such standards cannot be used to restrict

when included in tenders, and hence must be made
available to the public. National and international

market access.

cooperation needs to be promoted to optimise the
Chinese standardisation work on various levels (e.g.

Additionally, the working group recommends that China
accepts global alliances and consortia as Chinese

on management and operational level).

social groups to avoid duplication of standards. Finally,
necessary measures should be taken to ensure the

Key Recommendations
 Process and system related issues
 'HOHJDWH WKH UHVSRQVLELOLW\ RI DOO VWDQGDUGLVDWLRQ
issues, especially issues related to mandatory

e)

Enterprise standards

VWDQGDUGV PDQDJHPHQW WR WKH ,QWHUPLQLVWHULDO

The Chinese Government is going to ease the control

Joint Meeting Mechanism for Standardisation

of enterprise standards and commit to gradually
cancelling their registration. Enterprises will be able

Coordination and Promotion.
 2SWLPLVH WKH VWDQGDUGV GHYHORSPHQW SURFHVV

to independently formulate and implement enterprise

especially for mandatory standards and industry

standards according to their own demands. An
enterprise standards online service platform will be

standards.
 *UDQWIDLUDFFHVVWRDOOWHFKQLFDOFRPPLWWHHVWRDOO

setup. Manufacturers are encouraged to disclose
WKHLU HQWHUSULVH VWDQGDUGV RQOLQH DQG VLJQ WKH 6HOI

 $OORZDUHDVRQDEOHSHULRGRIWLPHIRUFRPPHQWLQJ

Declaration of Conformity (SDoC). Correspondingly,
a supervision system will be established as well. Pilot
trials have been conducted in seven provinces since


interested stakeholders.
 ,QWURGXFH UHDVRQDEOH WUDQVLWLRQ SHULRGV IRU
mandatory standards.
 ,PSOHPHQW WKH (XURSHDQ FRQFHSW RI WUDQVLWLRQ

The Chinese Government aims at fully implementing

periods to more industries.
 $OLJQ&KLQHVHVWDQGDUGVPRUHHIIHFWLYHO\ZLWKHDFK
RWKHUWRDYRLGFRQÀLFWLQJUHTXLUHPHQWV

the enterprise standard SDoC and supervision system

 &RQWLQXH WKH HIIRUWV WR UHGXFH WKH QXPEHU RI

E\7KH6$&LVFXUUHQWO\IRUPXODWLQJDJXLGHOLQH
on the management of enterprise standards. The

Chinese standards.
 ,QWHUQDWLRQDO VWDQGDUGV RSWLPLVH WKH DOLJQPHQW RI

working group is concerned about the possible need to
disclose company internal intellectual property (IP) to

Chinese standards with international standards
 (QFRXUDJHPRUH&KLQHVHH[SHUWVWRSDUWLFLSDWHLQ

the public. Such a requirement should be avoided by
all means in order to boost the industry’s acceptance of
enterprise standards.

international meetings.
 ,QFUHDVH WKH QXPEHU RI LGHQWLFDOO\DGRSWHG
international standards.

7KHZRUNLQJJURXSZRXOGWKHUHIRUHUHFRPPHQG
– that the disclosure of enterprise standards and the

 5 H G X F H  W K H  G H O D \  R I  Q D W L R Q D O  D G R S W L R Q  R I
international standards.
 Social group standards

signing of the SDoC shall be voluntary, instead of
being used as market access conditions;

 *LYHFOHDUJXLGDQFHRQWKHVWDQGDUGV development

– that trade secrets shall be protected during the
disclosure of enterprise standards;
– that the scope of disclosed enterprise standards

the rules for participation, to ensure fair processes.
 &ODULI\ WKH UROH RI VWDQGDUGV GHYHORSHG E\ JOREDO
organisations and consortia.

shall be limited; and
– that the supervision measures and process shall
be transparent, practicable and reasonable.

 Enterprise standards
 'HILQH D FOHDU DQG WUDQVSDUHQW SURFHVV IRU WKH
management of enterprise standards.

Case Study: Enterprise standards formulated by
enterprises with market dominant position, such
DV VWDWHRZQHG HQWHUSULVHV EHFRPH de facto

process, including consideration of IP issues and

 (QVXUHWKDWWKHGLVFORVXUHRIHQWHUSULVHVWDQGDUGV
is voluntary and that trade secrets are protected
during their disclosure.
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market’s decisive role and to avoid unnecessary
government interference in any other forms.

4. Ensure Fair and Transparent Market
Surveillance

CMA

China Metrology Approval

CNAS

China National Accreditation Service
for Conformity Assessment

Concern
The current market surveillance process for many

CNCA

Certification and Accreditation
Administration of the People’s Republic

products has been extended to voluntary requirements,
which are not related to the mandatory market access

&4& 

&KLQD4XDOLW\&HUWL¿FDWLRQ&HQWUH

requirements.

&40 

&KLQD4XDOLW\0DUN&HUWL¿FDWLRQ*URXS

of China

Section Two: Horizontal Issues

),(



)RUHLJQ,QYHVWHGHQWHUSULVH

Assessment
The working group realises that product quality

)5$1'
ICT

)DLUUHDVRQDEOHDQGQRQGLVFULPLQDWRU\
Information and Communication

surveillance and inspection in China is becoming more
standardised and systematic. However, the working

IEC

Technology
International Electrotechnical

group would like to highlight that some technical market
surveillance requirements are not in line with mandatory

Commission

market entry requirements.

IPR
,6&&&

Intellectual property rights
&KLQD,QIRUPDWLRQ6HFXULW\&HUWL¿FDWLRQ

Market surveillance has been extended to recommended

ISO

Centre
International Organisation for

and voluntary items. This has already resulted in the
punishment of manufacturers whose products do not
meet the requirements of voluntary standards (see
.H\ 5HFRPPHQGDWLRQ  RI WKH $JULFXOWXUH )RRG DQG

Standardisation
ITU
1$/ 

International Telecommunication Union
1HWZRUN$FFHVV/LFHQFH

26&&$

2I¿FHRI6HFXULW\&RPPHUFLDO&RGH
Administration

Beverage Position Paper). Such a situation leads
to workload increase for both manufacturers and

RTA

Radio Type Approval

authorities, and prevents the latter from focusing

SAC

on the original task of ensuring health, safety and
environmental protection. Therefore, the working group

Standardisation Administration of
People’s Republic of China

SCA

Standards and Conformity Assessment

recommends aligning market surveillance and market

6&2365

6WDWH&RPPLVVLRQ2I¿FHRI3XEOLF 
Sectors Reform

entry requirements and limiting market surveillance
to compliance with national laws, regulations and

6'R& 

6HOI'HFODUDWLRQRI&RQIRUPLW\

mandatory standards, which aim to ensure that products
do not affect health, safety or the environment.

SDOs
TC

Standards developing organisations
Technical Committee

Key Recommendation
 Align market surveillance and market access

7,&
TMP
WMP

requirements.
 /LPLW PDUNHW VXUYHLOODQFH WR FRPSOLDQFH ZLWK ODZV
regulations for quality assessment and mandatory
standards.

Abbreviations
AQSIQ

General Administration of Quality

&% 
&&& 

Supervision, Inspection and Quarantine
&HUWL¿FDWLRQERGLHV
&KLQD&RPSXOVRU\&HUWL¿FDWLRQ

&&&$3

&KLQD&HUWL¿FDWLRQ&HQWUHIRU$XWRPRWLYH
Products

CFDA

China Food and Drug Administration
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WTO
:727%7

7HVWLQJ,QVSHFWLRQDQG&HUWL¿FDWLRQ
Testing at Manufacturers Premises
Witnessed Manufacturers Testing
World Trade Organisation
$JUHHPHQWRQ7HFKQLFDO%DUULHUVWR
Trade of the World Trade Organisation

Section Three:
Trade in Goods

Trade in Goods

The Trade in Goods section of the European Business in China Position Paper 2015/2016 includes
SRVLWLRQSDSHUVIURP(XURSHDQ&KDPEHUZRUNLQJJURXSV
$JULFXOWXUH)RRGDQG%HYHUDJH

0HWDOVDQG0LQLQJ

$XWRPRWLYH
&DUERQ0DUNHW

3DHGLDWULF1XWULWLRQ
3HWURFKHPLFDOV&KHPLFDOVDQG5H¿QLQJ
3KDUPDFHXWLFDO

&RVPHWLFV

5DLO

(QHUJ\
+HDOWKFDUH(TXLSPHQW

5HQHZDEOH(QHUJ\

+HDWLQJ

:RRG
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$XWR&RPSRQHQWV
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EU-China trade in goods statistics1
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The European Union (EU) is China’s largest trading partner by value, and China is the EU’s second largest
WUDGLQJ SDUWQHU EHKLQG WKH 8QLWHG 6WDWHV ,Q  &KLQD H[SRUWHG HXUR (85   ELOOLRQ LQ JRRGV
WR (XURSH FRPSDUHG ZLWK (XURSH¶V H[SRUWV WR &KLQD ZKLFK WRWDOOHG (85  ELOOLRQ<HW DW WKH VDPH
WLPHWKH(8¶VWUDGHGH¿FLWZLWK&KLQDJUHZWR(85ELOOLRQLQ Key reasons behind this trade
imbalance are market access barriers and investment restrictions in China, and consequently investment
ÀRZVDUHUHODWLYHO\ORZFRPSDUHGWRWKHVL]HRIWKHRYHUDOOWUDGHUHODWLRQVKLS

 (8&KLQD7UDGH6WDWLVWLFV(XURSHDQ&RPPLVVLRQYLHZHGst-XO\KWWSWUDGHHFHXURSDHXGRFOLEGRFVPDUFKWUDGRFBSGI!
 (XURVWDW1HZV5HOHDVH(XURVWDW3UHVV2I¿FHYLHZHGst-XO\KWWSHFHXURSDHXHXURVWDWGRFXPHQWV$3(1
SGIGFFGGEGIED!
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6RPH RI WKH PDQ\ EDUULHUV WR IRUHLJQ GLUHFW LQYHVWPHQW LQFOXGH WKH )RUHLJQ ,QYHVWPHQW ,QGXVWU\
*XLGDQFH&DWDORJXH, which outright prohibits or restricts foreign investments in a number of sectors; a
ODFNRIWUDQVSDUHQF\DQGOHJDOFHUWDLQW\EXUGHQVRPHSUHDSSURYDOSURFHVVHVIRULQYHVWPHQWWHFKQRORJ\
WUDQVIHU ORFDO FRQWHQW DQG MRLQWYHQWXUH -9  UHTXLUHPHQWV IDYRXUDEOH WUHDWPHQW JUDQWHG WR &KLQHVH
VWDWHRZQHG HQWHUSULVHV 62(V  SRVWHVWDEOLVKPHQW UHVWULFWLRQV DQG QDWLRQDO WUHDWPHQW QRW EHLQJ
H[WHQGHGWRIRUHLJQLQYHVWHGHQWHUSULVHV
According to the European Chamber’s Business Confidence Survey 2015, the five most significant
UHJXODWRU\ FKDOOHQJHV LQ  UHPDLQHG WKH VDPH DV WKRVH LQ  ± DQ XQSUHGLFWDEOH OHJLVODWLYH
environment, administrative issues, discretionary enforcement of regulations, licensing requirements and
corruption.
European pharmaceutical companies have reported that measures by the government to allow drug
SULFHV WR EH IRUPHG IDLUO\ LQ WKH RSHQ PDUNHW KDYH UHVXOWHG LQ SRVWELGGLQJ SULFH PDQLSXODWLRQ E\
local hospitals. This has put European manufacturers at a distinct disadvantage compared with local
manufacturers of lower quality drugs, and is delaying Chinese patients’ access to innovative drugs.
Section Three: Trade in Goods

3UHPDUNHWDSSURYDOSURFHVVHVIRUJRRGVZKLFKHQWDLOUHJLVWHULQJSURGXFWVEHIRUHWKH\FDQEHLPSRUWHG
LVH[WUHPHO\EXUGHQVRPH1RWRQO\GRHVWKLVSURFHVVDGGQRDGGLWLRQDOVDIHW\EHQH¿WVLWGHOD\VHQWU\WR
the market for new products by creating internal delays and backlogs. The disadvantages of this process
are particularly evident in the healthcare equipment, cosmetics, pharmaceuticals, and agriculture, food
and beverage industries.
China continues to impose severe restrictions on ownership in several industries by only permitting
IRUHLJQLQYHVWPHQWLQWKHIRUPRI-9VDQGSODFLQJOLPLWVRQWKHPD[LPXPHTXLW\DOORZHGWREHKHOGE\WKH
IRUHLJQ-9SDUWQHU)RUH[DPSOHLQWKHDXWRPRWLYHLQGXVWU\DIRUHLJQ-9SDUWQHU¶VHTXLW\VKDUHFDQQRW
H[FHHG  SHU FHQW$GGLWLRQDOO\ D IRUHLJQ LQYHVWRU LV OLPLWHG WR HVWDEOLVKLQJ QR PRUH WKDQ WZR VXFK
6LQRIRUHLJQ-9VIRUWKHSURGXFWLRQRISDVVHQJHUFDUVDQGWZRIRUFRPPHUFLDOYHKLFOHV µ¶ $QRWKHU
example can be seen in China’s railway manufacturing sector, where foreign players can only access
markets under conditions of technology transfer to local partners. Foreign mining and energy companies
DUHDOVRVXEMHFWWRVWURQJLQYHVWPHQWEDUULHUV)RUH[DPSOHVLQFHWKHUHKDVEHHQDEDQLQSODFH
that prohibits foreign investors from controlling Chinese steel companies.
$V RI -XQH  WKH (8 DQG &KLQD KDYH FRPSOHWHG VL[ URXQGV RI QHJRWLDWLRQV IRFXVHG RQ WKH
HVWDEOLVKPHQWRID&RPSUHKHQVLYH$JUHHPHQWRQ,QYHVWPHQW &$, 6XFKDQDJUHHPHQWZLOOEHQH¿WERWK
sides by ensuring that markets are open to investment in both directions, while also providing a more
transparent and predictable legal framework for investors in the long term.
As China and Europe continue negotiations over the details of the CAI, the European Chamber’s
European Business in China Position Paper 2015/2016 has highlighted a number of key areas for
reform in the individual working group papers that we hope will contribute to forming the basis of the
agreement’s framework.

 (XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\(XURSHDQ&KDPEHURI&RPPHUFHLQ&KLQDYLHZHGth-XO\SKWWSZZZ
HXURSHDQFKDPEHUFRPFQHQSXEOLFDWLRQVDUFKLYH%XVLQHVVB&RQ¿GHQFHB6XUYH\B!
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Agriculture, Food and Beverage Working Group

Key Recommendations
1. Optimise Food-related Standards Systems
1.1 Harmonise Different Types of Standards


Assess the necessity of revising existing, or establishing new, voluntary national or industrial

standards by fully assessing existing national food safety standards.
1.2 Allow Voluntary Standards to be Voluntary as Stipulated in the Standardisation Law


Clarify the status of food standards in law enforcement by supervision and administration

authorities, ensuring that only situations related to mandatory standards should form the basis for
law enforcement actions.
1.3 Allow Companies to File Standards through the Actual Process of Filing Rather Than
Having Their Standards Subjected to Examination
Section Three: Trade in Goods



5HYHUWWRWKHSUDFWLFHRI¿OLQJFRPSDQ\VWDQGDUGVDQGGRQRWVXEMHFWWKHPWRH[DPLQDWLRQEHIRUH
approval is given, and grant food manufacturers the sole responsibility for establishing their own
company standards.

2. Promote Good Governance in Food Regulation
2.1 Expand Channels of Communication and Dialogues Between Policy-makers, Law
(QIRUFHPHQW2I¿FLDOVDQG,QGXVWU\WR,PSURYHWKH&RQVLVWHQF\RI/DZ(QIRUFHPHQW


Encourage the China Food and Drug Administration (CFDA) to take a leading role in issuing
DQGSURYLGLQJH[SODQDWLRQVIRUDOOQRQK\JLHQHUHODWHGIRRGVWDQGDUGVDQGSROLFLHVDQGSURYLGH

technical training to local authorities to improve their capacity.
2.2 Accelerate Structural Reforms of Food Supervision Authorities at Different Levels of
Government and Publish a Clear Timeline and Plan for Institutional Reform


Publish a clear timeline and systematic plan for the current round of institutional reforms, and set
up a clear supervision channel from the central to the local level.

3. Offer Capacity Building to Daily Testing and Inspection Procedures
3.1 Optimise Testing Procedures and Expedite the Response Process


$OORZRWKHUJRYHUQPHQWODERUDWRULHVDQGSULYDWHWKLUGSDUW\ODERUDWRULHVWRFDUU\RXWWHVWLQJLQ
order to reduce the workload and expedite the response process.



Allow companies to take alternative measures of remediation prior to customs clearance, such as
returning or transferring to other regions if they are accepted there.
3.2 Coordinate Cross-organisation Testing Procedures, Methods and Standards


3URYLGH IRU HDFK SURGXFW D WHVWLQJ PDWUL[ DQG ILHOG RI DSSOLFDWLRQ FURVVUHFRJQLWLRQ DQG
equivalence between local testing methods and international methods.




&RRUGLQDWHFURVVRUJDQLVDWLRQWHVWLQJSURFHGXUHVPHWKRGVDQGVWDQGDUGVWRDYRLGFRQWUDGLFWRU\
requirements between different government bodies.
5HYLVHWHVWLQJPHWKRGVPRUHWKDQ¿YH\HDUVROGDFFRUGLQJWRLQWHUQDWLRQDOVWDQGDUGVIRUJOREDO



harmonisation.
,PSURYHWKHQDWLRQDOIRRGVDIHW\VWDQGDUGRIWHFKQLFDOJXLGDQFHRQIRRGUHWHVWLQJ

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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4. Distribute Responsibilities Proportionately Across the Supply Chain and
Strengthen Communication of Food Safety Risks


Introduce comprehensive, reasonable and fair rules to clarify corresponding responsibilities of all



suppliers and participants in the food supply chain.
Establish a coordination mechanism to evaluate and report the risk across the entire food supply
FKDLQQDPHO\DUDSLGDOHUWV\VWHPIRUIRRGDQGIHHG WKH0HFKDQLVP 



Require state and local government departments to be involved in the process of establishing the



Mechanism so that the measures can be practical and reasonable.
Maintain the integrated management of the Mechanism by national government departments such
as the CFDA and the Ministry of Agriculture.



Allow all stakeholders in the food supply chain, from primary agricultural products to processed
foods, to participate in the implementation of the Mechanism.

Introduction to the Working Group

for food, drug and production safety should be

The Agriculture, Food and Beverage (AFB) Working
Group is a communication platform between European

LQ 0DUFK  3UHPLHU /L .HTLDQJ UHLWHUDWHG WKDW WKH

The working group aims to foster better understanding
and implementation of policies and regulations,
and to promote food safety in China. The working
group includes a wide range of companies including
importers and exporters, manufacturers, distributors,
retailers, catering service providers, specialised testing
ODERUDWRULHV DQG FRQVXOWDQFLHV &XUUHQWO\ RYHU 
member companies are in the group.

Recent Developments

government will take stronger measures to ensure food
and drug safety throughout the production process.
Food safety is considered as the number one priority
of the government as it affects people’s livelihood and
social stability.
Food Safety Law Amendment in 2015
2Q  th $SULO  DIWHU WZR URXQGV RI VROLFLWLQJ
FRPPHQWV DQG UHYLVLRQV LQ  DQG  WKH
Standing Committee of National People's Congress
13& SDVVHGWKHDPHQGHG)RRG6DIHW\/DZ7KHQHZ
ODZZLOOWDNHHIIHFWRQst2FWREHU

China has made great progress in improving safety and
quality controls across the food supply chain by making
food safety a national priority. In support of these
HIIRUWV LQGXVWU\ H[SHUWV DUH SURPRWLQJ D ULVNDQDO\VLV
approach (risk assessment, risk communication and
risk management), in legislation and enforcement. The
working group has actively participated in providing
comments on various laws and regulations. By sending
LQGXVWULDO FRPPHQWV DQG KROGLQJ IROORZXS PHHWLQJV
with Chinese authorities, the working group is hoping
the voice of European industry is heard.

The law, among others, regulates labelling, introduces
punishment measures for offenders, bans the
production of infant and kids formula by subcontracting
RU VXESDFNDJLQJ UHJXODWHV WKH PDQDJHPHQW RI IRRG
production licences and the current standards system.
These are the issues that the Agriculture, Food and
Beverage Working Group has discussed with regulators
and legislative institutions on various occasions.
In addition, the new law regulates label defects, which
can help address the problem of professional buyers.

In the Third Plenum’s Decision on Some Major Issues
Concerning Comprehensively Deepening the Reform
(the Decision),  Chinese authorities pointed out
VSHFLILFDOO\ WKDW JUDVVURRWVOHYHO ODZ HQIRUFHPHQW

 The Two Sessions refer to Chinese People’s Political Consultative Conference
(CPPCC) and National People’s Congress (NPC), which are held during the


 7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision. The Decision, a
SRLQWUHIRUPEOXHSULQWGHWDLOHGWKH3DUW\¶VUHIRUPSODQIRUWKHQH[WVL[\HDUV

¿UVWTXDUWHURIWKH\HDU7KH7ZR6HVVLRQVDWWHQGHGE\WKRXVDQGVRIRI¿FLDOV
and business leaders, discusses various issues, including economic reform
processes and targets for the upcoming year.
Professional buyers are a group of people whose main job is to look for
counterfeit products or products that do not comply with laws and regulations in
the market. They will then send complaints to relevant government departments
or file a lawsuit with the court in order to obtain compensation as their major
source of income.

Agriculture, Food & Beverage Working Group
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companies and Chinese regulators and authorities.

strengthened. During the Two Sessions (/LDQJKXL) 

Third Plenum Reality Check
What did the Third Plenum’s
Decision Say?

What is the Reality?

Status

At the central level, the framework is already set up – the China
Food and Drug Administration (CFDA) leads in food safety
Improve and unify an authoritative
food and drug safety supervision
organisation.

supervision in coordination with food safety units within the State
Administration of Industry and Commerce (SAIC) and the General
Administration of Quality Supervision, Inspection and Quarantine
(AQSIQ). At the local level, however, implementation does not
strictly follow the central framework. In some areas, there is no
coordination among local FDA, SAIC and AQSIQ authorities.

Section Three: Trade in Goods

7KHQHZ)RRG6DIHW\/DZZKLFKZDVSDVVHGRQth$SULO
is more stringent than previous laws and regulations in terms of
introducing dissuasive civil, administrative and criminal penalties
Establish the most stringent

for offenders. As the details of its implementation regulations

regulatory system covering the
whole process.

have not yet been released, companies do not know clearly how
to comply with the new law. In terms of a regulatory system that
covers the whole process, China is far behind this target. This
has been reflected particularly in agricultural product safety –
from farm to processing to the table.
Current problems of the tracing system include unclear
requirements of food origin traceability, a lack of clear leading
and responsible government departments, and government

Establish a food tracing system

departments at all levels having their own interests in building

and quality labelling system.

separate tracing systems. This may add extra costs to companies



in order for them to adapt their business to different tracing
systems. There is also a lack of recognition and harmonisation of
existing tracing systems already established by businesses.

Moreover, it also stipulates punishments for, and can

food trade. This serves as a hidden subsidy for the

UHVWUDLQ QRQFRPSOLDQW EHKDYLRXU RI WKH PHGLD VXFK
as fabricating or disseminating false information. The
new law also takes into account new consumer habits,

HFRPPHUFH VHFWRU DQG SRVHV XQFRQWUROODEOH ULVNV WR
the consumer.

such as online shopping, and sets new requirements
on online shopping with a clarification of liabilities of
shopping platforms.

Standards
In the 12 th )LYH<HDU 3ODQ for 1DWLRQDO )RRG 6DIHW\
Standard (Plan),  one of the key missions in food

The working group believes China is going in the right

supervision is to rationalise and consolidate the
food standards system by applying food safety and

direction to tackle food safety challenges. If properly
LPSOHPHQWHG WKH QHZ )RRG 6DIHW\ /DZ ZLOO KDYH
the power to restore consumers’ confidence in the

mandatory quality indicators to enforce a comparative
analysis on the principles and methods used to develop
VWDQGDUGV 7KH UHYLHZ RI PRUH WKDQ  H[LVWLQJ

Chinese food and agriculture industries. However, the
working group regrets that the opportunity to also cover
HFRPPHUFHLQWKHDSSOLFDWLRQRIWKH)RRG6DIHW\/DZ

QDWLRQDOVWDQGDUGVDQGPRUHWKDQIRRGLQGXVWU\

has been missed, which leaves out a large part of the
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VWDQGDUGVZDVFRPSOHWHGDWWKHHQGRI$FFRUGLQJ
to the Plan, basic completion of the integration and
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departments, including ministries, bureaus and even

DEROLVKPHQWRILQDSSURSULDWHVWDQGDUGVZLOOEH¿QLVKHG

local governments, have expressed the intention and
willingness to build their own tracing systems. To

E\+DYLQJEHHQSXEOLVKHGDWWKHFHQWUDOOHYHOWKH

some extent, the lack of clear responsibilities among

deployment of new standards and regulations in China

government departments and different interpretation

will be managed locally with some discretion given to
local authorities. Improved accuracy and transparency

and enforcement of the tracing system has caused
great confusion in the business community. It is also

of deployment of standards will allow for better

FRVWO\IRUFRPSDQLHVWR¿WLQWRGLIIHUHQWWUDFLQJV\VWHPV

enforcement of standards and regulations in China.

,WLVKRSHGWKDWWUDFHDELOLW\FRXOGEHEXLOWWRUHÀHFWWKH

Agriculture
2Q st )HEUXDU\  WKH &RPPXQLVW 3DUW\ RI &KLQD

common practices of the industry, for example the lot
code for imported food. In practice, codes for tracing
purposes marked on imported products are intentionally

Central Committee (CPCCC) and the State Council
released the No. 1 Central Document – Suggestions

GDPDJHGRUHUDVHGLQWKHVKLSPHQW6XFKFRGHVPDUNV

on Reinforcing Reform and Innovation to Accelerate
Agricultural Modernisation (Suggestions) to the public.

origin in case of food safety risks, and thus should be

The Suggestions emphasise the need to enhance the

codes should be punished according to the law.

quality and safety levels of agricultural products. In
it, the central authorities pledge to enhance capacity

Imported Food

safety of agricultural products at county or township
level, improve the comprehensive coordination system
for the supervision of food safety, and reinforce the
responsibility of local governments.

UHFRJQLVHGDQGSURWHFWHG'DPDJHWRHUDVXUHRIVXFK

According to a survey by international research company
IPSOS,6 an increasing number of Chinese consumers
have turned to imported consumer brands due to rising
concerns over food safety in recent years. For example,
dairy products, grains, oil and children’s food were

Traceability

some of the most popular imported products purchased
E\&KLQHVHFRQVXPHUVLQ$FFRUGLQJWR86EDVHG

Traceability has become a key factor in ensuring

Association of Food Industries, China will become the

IRRGVDIHW\,WLVQHFHVVDU\WRKDYHDQHI¿FLHQWZD\RI

ELJJHVWLPSRUWHURIIRRGSURGXFWVLQWKHZRUOGE\
The central government launched several decrees on

ensuring food safety which doesn’t bring extra costs to
food producers and distributors. The Third Plenum’s
Decision committed to establish a food production origin
tracing system and quality labelling system to guarantee

strengthening supervision and administration of food
importation, and will continue to step up their efforts in
product inspections and regulation of pharmaceutical

IRRGDQGGUXJVDIHW\3UHPLHU/L.HTLDQJ¶VJRYHUQPHQW
report to the NPC also highlighted the importance of
food safety. However, unclear requirements may have a

ingredients and also strengthen the enforcement of the
&RQVXPHU5LJKWV3URWHFWLRQ/DZ

negative impact on the industry.

Key Recommendations

The working group fully supports the government’s

1. Optimise Food-related Standards Systems

efforts in promoting food traceability and believes that
the related government agencies, including the CFDA,
the AQISQ and the Ministry of Commerce (MOFCOM),
should have better coordination on this issue. However,
it is unclear how the tracing system for food products
will be implemented due to a lack of a clear division
of responsibilities among the different government
departments and the possible systemic reform direction
or roadmap. Moreover, a large number of government
 The No. 1 Central DocumentUHIHUVWRWKH¿UVWPDMRUSROLF\GRFXPHQWRIHDFK
\HDUUHOHDVHGE\WKH&3&&&DQGWKH6WDWH&RXQFLO7KLVLVWKHth consecutive
year in which the document has focused on agriculture and rural issues.

1.1 Harmonise Different Types of Standards
Concern
7KH FDPSDLJQ DLPHG DW FOHDQLQJXS QDWLRQDO IRRG
safety standards led by the National Health and
Family Planning Commission (NHFPC), has helped to
optimise the national food safety standards system. But

6

Consumers turn toward imported food, China Daily nd$XJXVW 
YLHZHG rd -XO\  KWWSXVDFKLQDGDLO\FRPFQEXVLQHVV

FRQWHQWBKWP!
 &KLQD,PSRUWHG)RRG3URGXFW0DUNHW0DUNHWLQJ&KLQDth6HSWHPEHU
YLHZHGrd-XO\KWWSPDUNHWLQJWRFKLQDFRPFKLQDLPSRUWHGIRRGSURGXFW
PDUNHW!
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building for the supervision of the quality and food

are indispensable for operators to trace the production

national food safety standards are not the only type of

the development of domestic cheese industry.

standards for food products, so instead of becoming
more streamlined, the overall system for food safety

Assessment

standards is becoming more complicated.

Europe has a great experience and a long and

Assessment
National food safety standards cover food safety

rich history of cheese manufacturing. There are
hundreds of varieties of cheeses in Europe.
Flavours, textures, colours and shapes of cheeses

requirements and quality requirements related to food

DUHLQÀXHQFHGE\PDQ\IDFWRUVWKHW\SHRIDQLPDO

safety. These requirements should be regulated by the
government based on a food safety risk assessment.

that produced the milk and the kind of feed that
animal ate; the way the milk was treated; and the

7KHVDIHW\UHODWHGUHTXLUHPHQWVDUHQRUPDOO\FRPPRQ

unique processes of the cheese maker. There

for a group of food products, hence a national food
safety standard usually covers a group of food products.

are also many different types of bacteria, yeast

Other requirements like common quality indicators,

and mould and different methods of preparing,
maturing and ageing cheese.

which may vary upon properties of food products,
marketing demands and so on, are less relevant to

European manufacturers want to pass on to

national food safety standards.

Chinese consumers this diversity of taste,

Section Three: Trade in Goods

providing them with high quality products. But
Based on the principles above, among the standards

Chinese regulations hamper the marketing

UHYLHZHG GXULQJ WKH FOHDQXS FDPSDLJQ VRPH DUH

of many cheeses imported from Europe. Nor
can Chinese domestic manufacturers produce

brought into the national food safety standards system,
while some are not. All the standards which are not
brought into national food safety standards system are
voluntary standards mainly regulating quality indicators

some kinds of cheeses because of the existing

RIVSHFL¿FIRRGSURGXFWV5HYLVLRQRIWKHVHVWDQGDUGV

 7KH *% VHWV WKUHVKROGV RQ \HDVW

has been started by the government agencies who
initiated them. In addition, drafting of some new

DQG PRXOG DW D YHU\ ORZ OHYHO<HDVW DQG PRXOG
are normal microbes found in cheese. They are

YROXQWDU\VWDQGDUGVIRUVSHFL¿FIRRGSURGXFWVKDVDOVR
EHHQVWDUWHG,QWKLVFDVHIRUDVSHFL¿FIRRGSURGXFW
there are both the national food safety standards of the

used as culture adjuncts in many cheeses and
are totally safe. This cheese microbiota has long

food group in which the product is included, and also
the voluntary standard for the specific food product.

flavour, aroma, texture, and appearance. The
amounts of yeast and mould vary substantially
depending on the types of cheeses and

As a result, there will be more and more standards
made by different government authorities for food
manufacturers to follow.

VWDQGDUGV$PRQJRWKHUSRLQWV

been known to be the major contributor to cheese

technologies used. The threshold laid down by
Chinese regulations is not compatible with all kind
of cheeses and technologies.

Recommendation
 Assess the necessity of revising existing, or establishing

 &KLQHVH UHJXODWLRQV UHFRJQLVH YHU\ IHZ

new, voluntary national or industrial standards by fully
assessing existing national food safety standards.

microorganisms for food fermentation. The only
microorganisms recognised are essentially
those used in yoghurt and fermented milk. No

Case study (cheese)

microorganism traditionally used in cheese
making is recognised in China. Cheese is a

Concern
7KH*%1DWLRQDO)RRG6DIHW\6WDQGDUG
&KHHVH *%  DQG WKH *%

fermented food, alive with bacteria, yeasts and
mould whose metabolic activity generates the
DURPDVÀDYRXUVDQGWH[WXUHVWKDWDFFRXQWIRUDQ

National Food Safety Standard Processed Cheese
*% DUHSDUWO\QRWUDWLRQDOZKLFKKDV

enormous diversity of cheeses. These bacteria
and fungus have a very long history of safe use.

hindered the importation of cheese products and
Besides, Chinese regulations raise other
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issues. For instance, analytical methods to test
SKRVSKDWHVLQ*%GRHVQRWGLVWLQJXLVK
between added phosphates as additives and
natural phosphates present in processed cheeses.
As a result, the thresholds required for the use
of polyphosphates in processed cheese laid
GRZQ E\ *% DUH VRPHWLPHV WRR ORZ
Similarly, the thresholds in total plate count are
inappropriate and not adapted to process cheese
making.
/DVWO\ *% LV QRW WRWDOO\ LQ OLQH ZLWK
international standards, specifically with the
Codex General Standard for cheese (CODEX
67$1 
To improve the development of cheese industry,
WKH(XURSHDQFKHHVHLQGXVWU\UHFRPPHQGV
to better take into account the differences
between cheese making and the varieties
of cheeses. For instance, there is a need to

standards as if they were compulsory. For example,
when a manufacturer applies for a food production
licence for a specific food product, if there is a
voluntary national standard for this food product that
LVPRUHVSHFL¿FWKDQWKHUHOHYDQWQDWLRQDOIRRGVDIHW\
standard, the food product is required to meet all the
requirements set out in the voluntary national standard.
In fact, there are national food safety standards for
groups of food products rather than specific food
products; there are national food safety standards for
contaminants, pathogens, pesticides, etc., and there
are national food safety standards related to good
hygiene practices of food manufacturers. This means
that the national food safety system already covers
all the aspects of food safety in food manufacturing.
Therefore if food manufacturers respect the national
food safety standards, their food products are safe for
consumption. Food manufacturers may follow voluntary
standards according to market demands, however, it
should not be necessary for the government to force
food manufacturers to meet them.

delete or increase the thresholds in yeast and
PRXOG ODLG GRZQ E\ WKH *% DQG

Recommendation
 Clarify the status of food standards in law enforcement
by supervision and administration authorities, ensuring

the threshold in total plate count laid down by
WKH *% DV WKHVH WKUHVKROG DUH

that only situations related to mandatory standards should
form the basis for law enforcement actions.

inappropriate for a lot of cheeses;
 ( [ S D Q G L Q J  W K H  O L V W  R I  P L F U R R U J D Q L V P V
authorised in China in cheese making; and

1.3 Allow Companies to File Standards Through the
Actual Process of Filing Rather Than Having
Their Standards Subjected to Examination

 $OLJQLQJ *% ZLWK WKH &RGH[ 6WDQ


1.2 Allow Voluntary Standards to Be Voluntary As
Stipulated in the Standardisation Law

Concern
The standards filing process for food companies has
become an actual examination in practice at the local
level.
Assessment

Concern
9ROXQWDU\ VWDQGDUGV IRU IRRG PDQXIDFWXUHUV DUH
increasingly enforced as if they are compulsory.
Assessment
$FFRUGLQJWR$UWLFOHRIWKH6WDQGDUGLVDWLRQ/DZ only
mandatory standards should be enforced. Production,

$FFRUGLQJ WR$UWLFOH  RI WKH QHZ )RRG 6DIHW\ /DZ
“the State encourages food manufacturers to develop
company standards more stringent than the national or
local food safety standards. The company standards
are applicable to the company. The company standards
shall be reported to the provincial, autonomous regional

sale and importation are forbidden for products
which do not meet mandatory standards. In addition,
the government encourages enterprises to employ

and municipal health administrative department for
record.”
Filing a record means the manufacturer shall submit
the required documents to the relevant authority. It is

voluntary standards.
However, in many cases authorities enforce voluntary



 7KH6WDQGDUGLVDWLRQ/DZZDVSDVVHGDWWKHILIWKPHHWLQJRIWKHth National
3HRSOH¶V&RQJUHVVRQth'HFHPEHUDQGWRRNHIIHFWRQst$SULO

)RRG 6DIHW\ /DZ RI 3HRSOH¶V 5HSXEOLF RI &KLQD UHYLHZHG DQG SDVVHG E\
WKHthPHHWLQJRI&KLQHVH1DWLRQDO3HRSOH¶V&RQJUHVVRQth$SULO
YLHZHGrd-XO\KWWSZZZQSFJRYFQQSFFZKK\MFZK
FRQWHQWBKWP!
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 5HYLVLQJ *% DQG *%

2015/2016

food manufacturers’ responsibility to make sure that

commonly known as 6KDQJELDR7XLMLDQ 6%7 ²

the company standards are well developed and food
products meet these requirements. However, the

and the renewal of the names of food raw materials
was formulated by business associations without an

current practice is that provincial health administrative

official explanation of the standard or implementation

departments engage experts to examine the company

guidelines, which has led to enforcement discretion

standards submitted by food manufacturers. If the
company standards cannot pass the examination, they

in different areas. In some cities, the local authorities

will be revised according to the experts’ suggestions.
In addition, there is always a cost for the experts’
examinations, which are paid by food manufacturers.
Based on current practice, it usually takes six months

Section Three: Trade in Goods

or more for a food company standard to ‘pass’ the so

consider recommended industry standards as
compulsory and issue penalties based on the Food
6DIHW\ /DZ IRU QRQFRPSOLDQFH 7KH ZRUNLQJ JURXS
would like to support the CFDA by providing resources
to train local enforcement agencies. The working group

FDOOHGµUHFRUG¿OLQJ¶

believes that improved enforcement of the regulations
would create a more favourable business environment.

Recommendation
 5HYHUWWRWKHSUDFWLFHRI¿OLQJFRPSDQ\VWDQGDUGVDQGGR

Recommendation
 Encourage the CFDA to take a leading role in issuing and

not subject them to examination before approval is given,
and grant food manufacturers the sole responsibility for
establishing their own company standards.

SURYLGLQJH[SODQDWLRQVIRUDOOQRQK\JLHQHUHODWHGIRRG
standards and policies, and provide technical training to
local authorities to improve their capacity.

2. Promote Good Governance in Food
Regulation

2.2 Accelerate Structural Reforms of Food Supervision
Authorities at Different Levels of Government and

2.1 Expand Channels of Communication and Dialogues
%HWZHHQ3ROLF\PDNHUV/DZ(QIRUFHPHQW2I¿FLDOV

Publish A Clear Timeline and Plan for Institutional
Reform

and Industry to Improve the Consistency of Law
Enforcement

Concern
Due to unclear information at the central level regarding

Concern
Unclear laws and regulations and inconsistent
interpretation still remain key challenges to business

the government supervision administrative structure,

operators, and there is insufficient communication
EHWZHHQLQGXVWU\DQGWKHUHOHYDQWSROLF\PDNHUV

approvals during the transition period.

Assessment
There remains a large number of national food industry

the industry finds it very challenging to foresee
which authorised party is appropriate to approach for

Assessment
6LQFH  WKH &KLQHVH *RYHUQPHQW KDV DFWLYHO\
promoted institutional reform regarding food supervision

standards and local food standards that are updated
by industry associations or the local Food and Drug
Administration (FDA), without centralised supervision or

in order to improve law enforcement and safeguard food
safety. Despite the formation of the CFDA and its local

guidelines, or even communication. In addition, State
Council decrees issued at different stages and local

supervisory agencies is highly anticipated and much
needed for the current round of institutional reforms.

administrative regulations that were developed for the
safety supervision of food production and sales leads
to local government authorities’ own interpretation and

Further to instructions from the new leadership, the
local municipal government is free to make decisions
on the restructuring, such as the establishment

enforcement in the absence of an official explanation
for these standards or regulations. The unclear
laws and regulations and inconsistent interpretation

of the Market Supervision Bureau, which merged
the local FDA, Bureau of Quality and Technology
Supervision (BQT) and the Administration of Industry

and enforcement of the laws have opened up food
regulation to further potential risks.

and Commerce (AIC) into one agency. Due to different
situations at the local level, no timeline or clear plan for

The industry standard—set by the MOFCOM and

this round of reforms has been announced. The industry
finds it very challenging to foresee which authorised
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party is appropriate to approach for approvals during

Customs to release the products.

the transition period, for example, most of cities have
set up a Market Supervision Bureau but there is not an

Before customs clearance, if some tests fail according

The working group hopes that the Chinese Government

WR &KLQHVH QDWLRQDO IRRGVDIHW\UHODWHG VWDQGDUGV EXW
can still be accepted in other regions, companies could

could issue a clear timeline and a systematic plan for
this round of institutional reforms. This would help to

take alternative measures of remediation, such as
returning the cargo or transferring it to other regions

LPSURYHEXVLQHVVHI¿FLHQF\DQGPDLQWDLQDJRRGOHYHO

rather than destroy to reduce the loss.

equivalent at the provincial level (in most provinces).

of government supervision of food safety.
Recommendation
 Publish a clear timeline and systematic plan for the
current round of institutional reforms, and set up a clear
supervision channel from the central to the local level.

Recommendations
 $OORZRWKHUJRYHUQPHQWODERUDWRULHVDQGSULYDWHWKLUG
party laboratories to carry out testing in order to reduce
the workload and expedite the response process.
 Allow companies to take alternative measures of
remediation prior to customs clearance, such as returning

3. Offer Capacity Building to Daily Testing
and Inspection Procedures

or transferring to other regions if they are accepted there.
3.2 Coordinate Cross-organisation Testing Procedures,
Methods and Standards

Concern
7KH ODFN RI ODERUDWRU\ FDSDFLW\ DQGRU H[SHUWLVH LV
dramatically slowing down product releases and

Concern
Different requirements of testing procedures, methods
and standards bring contradictory results and slow trade

is affecting product traceability and the required

and the exchange of products in China, often resulting

transparency.

LQFRPSDQLHVKDYLQJWRUHHQJLQHHUWKHLULQWHUQDOFRQWURO
plan to comply with local regulations.

Assessment
6HYHUDOWUDGHUHODWHGWHVWVVXFKDVQXWULWLRQODEHOOLQJ
UHODWHG WHVWV IRRG FRQWDFW PDWHULDOUHODWHG WHVWV
FULVLV RU HPHUJHQF\UHODWHG WHVWV HJ PHODPLQH DQG

Assessment
Several standards used and promoted in China refer
to local methods, such as the *XRELDR (GB), standards

phthalates) must be conducted through government
laboratories or government authorised laboratories,

DQGORFDODFFUHGLWDWLRQ/RFDOO\DFFUHGLWHGUHVXOWVOHDG
to different results or interpretation by international

VXFK DV WKH ORFDO SRUW RI &KLQD (QWU\([LW ,QVSHFWLRQ
DQG 4XDUDQWLQH &,4  ODERUDWRULHV7KLUGSDUW\ ERGLHV
PXVWEHORFDOO\DFFUHGLWHGDQGFHUWL¿HGE\JRYHUQPHQW

methods, such as the International Organisation
for Standardisation (ISO), the US Food and Drug
Administration (USFDA) and the Association of

affiliated bodies to conduct accredited and certified
WHVWVDXGLWVDQGFHUWL¿FDWLRQLQ&KLQD

Analytical Communities (AOAC).
Recommendations

Even if internationally approved and accredited, a
WKLUGSDUW\ RUJDQLVDWLRQ RSHUDWLQJ LQ &KLQD PXVW JR

 Provide, for each product, a testing matrix and field of
DSSOLFDWLRQFURVVUHFRJQLWLRQDQGHTXLYDOHQFHEHWZHHQ

WKURXJKDORFDOSURFHVVRIDFFUHGLWDWLRQDQGFHUWL¿FDWLRQ
regardless of its global recognition, experience in the
¿HOGDQGQHWZRUN

local testing methods and international methods.
 &RRUGLQDWH FURVVRUJDQLVDWLRQ WHVWLQJ SURFHGXUHV
methods and standards to avoid contradictory

$FFRUGLQJ WR WKH )RRG 6DIHW\ /DZ LPSRUWHG IRRGV
IRRG DGGLWLYHV DQG IRRGUHODWHG SURGXFWV VKRXOG EH

requirements between different government bodies.
 5HYLVHWHVWLQJPHWKRGVPRUHWKDQ¿YH\HDUVROGDFFRUGLQJ
to international standards for global harmonisation.

FRPSOLDQW ZLWK UHODWHG &KLQHVH QDWLRQDO IRRGVDIHW\
related standards. The CIQ should sample and test the

 Improve the national food safety standard of technical
JXLGDQFHRQIRRGUHWHVWLQJ

SURGXFWVWRFRQ¿UPWKHFRPSOLDQFHDQGWKHQLVVXHWKH
VDQLWDU\FHUWL¿FDWLRQZKLFKZLOOEHWKHSURRIIRU&KLQD

Agriculture, Food & Beverage Working Group

141

Section Three: Trade in Goods

3.1 Optimise Testing Procedures and Expedite the
Response Process

4. Distribute Responsibilities Proportionately
Across Supply Chain and Strengthen
Communication of Food Safety Risks

the EC, the Rapid Alert System for Feed and Food
(RASFF) is a communication and assessment system
for responding to food and feed issues. In response to a
health threat caused by food or feed, the whole system

Concern

is run in a coordinated manner. Through the exchange

There is an overall lack of awareness of the responsibilities

of information, great transparency has been achieved
to act more expediently, thereby offering better

of relevant stakeholders across the supply chain, which
to some extent increases safety risks across the entire

protection to other participants and consumers. When

supply chain, and the absence of a rapid response

one participant involved in the supplier chain becomes

system and information exchange channels has

aware of a potential risk product, or takes the decision
to recall a product, that participant has the obligation

resulted in great loss and damage.

to proactively notify the EC via the RASFF. The same
Assessment

action is applied when the product in question is placed

7KHVHFRQFHUQVQRWRQO\LPSDLUFRQVXPHUV¶FRQ¿GHQFH

in circulation.

they also have a negative impact on industrial
development. It is critical that all operators across

Recommendations

Section Three: Trade in Goods

the supply chain, including raw material providers
and logistics companies, share their corresponding
responsibilities. Sometimes, even though a producer

 Introduce comprehensive, reasonable and fair rules to
clarify corresponding responsibilities of all suppliers and
participants in the food supply chain.

makes every effort to prevent food safety risks,

 Establish a coordination mechanism to evaluate and report

negligence still occurs across other parts of the supply

the risk across the entire food supply chain, namely a

chain. This can eventually lead to the outbreak of food
safety incidents, triggering public health concerns.
)RU H[DPSOH LQ  PDG FRZ GLVHDVH RULJLQDWLQJ

rapid alter mechanism for food and feed (the Mechanism).
 Require state and local government departments to be

in Britain endangered the whole of Europe. Incidents
like this diminish consumers’ trust in individual state’s
governments.

that the measures can be practical and reasonable.
 Maintain the integrated management of the Mechanism by
national government departments such as the CFDA and

To strengthen security management measures in the
supply chain, the European Commission (EC) increased

Ministry of Agriculture.
 Allow all stakeholders in the food supply chain, from
primary agricultural products to processed foods, to

punishments by defining the responsibilities of each
participant, in the :KLWH3DSHURQ)RRG6DIHW\. From
the perspective of food safety, it effectively transforms
the supply chain into a chain of responsibility.
After establishing a responsibility mechanism, a
management concept for the supply chain can only
be implemented with effective information sharing.
For this reason, all participants in the supply chain
should ensure that they share all relevant information
and communicate clearly with all other parties. Timely
communication of potential risks can help operators
and regulators react rapidly to prevent potentially
KD]DUGRXV SURGXFWV IURP HQWHULQJ WKH PDUNHW /HG E\
 The :KLWH3DSHURQ)RRG6DIHW\ was released to the public by the European
&RPPLVVLRQRQth-DQXDU\,WVHWRXWWKHSODQVIRUDSURDFWLYHQHZIRRG
SROLF\PRGHUQLVLQJOHJLVODWLRQLQWRDFRKHUHQWDQGWUDQVSDUHQWVHWRIUXOHV
reinforcing controls from the farm to the table and increasing the capability of the
VFLHQWL¿FDGYLFHV\VWHPVRDVWRJXDUDQWHHDKLJKOHYHORIKXPDQKHDOWKDQG
consumer protection, :KLWH3DSHURQ)RRG6DIHW\±,QWURGXFWLRQYLHZHGrd July,
KWWSHFHXURSDHXIRRGIRRGLQWURZKLWHBSDSHUBHQKWP!
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involved in the process of establishing the Mechanism so

participate in the implementation of the Mechanism.

Abbreviations
AIC
AOAC
AQSIQ

Administration of Industry and Commerce
Association of Analytical Communities
General Administration of Quality
Supervision, Inspection and Quarantine

BQT

Bureau of Quality and Technology
Supervision
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CIQ
CFDA

&KLQD(QWU\([LW,QVSHFWLRQDQG4XDUDQWLQH
China Food and Drug Administration

CPCCC

Communist Party of China Central

GB

Committee
*XRELDR or Chinese national standard

ISO

International Organisation for

MOFCOM

Standardisation
Ministry of Commerce

NHFPC

National Health and Family Planning

NPC

Commission
National People's Congress

RASFF
6%7



2015/2016

Rapid Alert System for Feed and Food
6KDQJELDR7XLMLDQ (Industry standards
set and recommended by the MOFCOM)

USFDA

US Food and Drug Administration
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Key Recommendations
1. Create a Central Government Agency Under the State Council Legislative
$IIDLUV2I¿FH 6&/$2 WR&RRUGLQDWH5HOHYDQW3ROLFLHVDQG5HJXODWLRQVIRUWKH
Automotive Industry
 Improve coordination among relevant government agencies and streamline administrative red tape,
especially repetitive tests and approvals.
 &
 HQWUDOLVHWKHDXWKRULW\ZLWKLQRQHJRYHUQPHQWDODJHQF\IRUKRPRORJDWLRQW\SHDSSURYDO
 Clarify the administrative responsibilities of the various ministries regulating the automotive
industry.

Section Three: Trade in Goods

 Consult with industry stakeholders for comments when introducing new rules and regulations and
allow industry ample time to adjust to new rules

2. Lift Limitations on Foreign Investment
 Allow free foreign investment in the automotive industry without limitations.

3. Establish Technology-neutral Targets for Fuel Efficiency and Environmental
Performance
 6
 HWIXHOHI¿FLHQF\DQGHQYLURQPHQWDOSHUIRUPDQFHWDUJHWVIRUWKHDXWRPRWLYHLQGXVWU\DQGGRQRW
prescribe technological pathways.

4. Allow Imports of Auto Components, Used Vehicles and Used Auto Components for
the Purpose of Remanufacturing Development, and Research and Development
(R&D)
4.1 Allow Imports of Auto Components and Improve the Relevant Regulations to
Promote the Development of Remanufacturing Industry.
 Revise the &DWHJRU\ RI 2OG 3DUWV 3URKLELWHG IRU ,PSRUWDWLRQ to enable cores importation for
remanufacturing.
 Promulgate competent regulations and policies to facilitate market circulation of remanufactured
products.
 Roll out more incentives to encourage consumption of remanufactured products and lift consumer
cognition towards remanufactured products.

4.2 Allow Imports of Used Vehicles and Used Auto Parts for R&D Purposes
 Amend the )RUELGGHQ ,PSRUW &DWDORJXH RI 8VHG 0DFKLQHU\ DQG (OHFWURQLF 3URGXFWV and the
Administration Rules of Machinery and Electronic Products Import or issue supplementary rules to
DOORZLPSRUWVRIXVHGYHKLFOHVDQGXVHGSDUWVIRU5 'SXUSRVHV

5. Link Vehicle Tax to Fuel Consumption and Carbon Dioxide (CO2) Emissions
 Replace the current consumption tax and vehicle purchase tax based on engine displacement with
a tax scheme based on carbon dioxide (CO) emissions or fuel consumption per kilometre.
%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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6. Simplify the Procedure for Applying for Temporary Testing Licences and Extend
their Time Validity
 Simplify the procedure for applying for temporary testing licences.
 Extend the time validity and loosen vehicle number restrictions of temporary testing licences.

7. Implement Strict Enforcement of Safety Rules
 (
 QIRUFHVWULFWDQQXDOYHKLFOHVVDIHW\LQVSHFWLRQVDQGUDQGRPURDGVLGHVDIHW\LQVSHFWLRQV

8. Align Repair and Maintenance Information (RMI) Disclosure Requirements with
Other Legislation
 Formulate RMI disclosure requirements to align with other existing legislation.
 Put necessary safeguards in place when opening up the aftermarket for spare parts.

The Automotive Working Group is composed of
European manufacturers and importers of passenger
vehicles, commercial vehicles, automotive components
(including tyres) special vehicles and automated
systems. The Automotive Working Group currently
KDVPHPEHUFRPSDQLHVDQGZRUNVFORVHO\ZLWKWKH

based market will continue to expand. Thanks to the
advancement of technology, automotive industry
development is shifting towards a sustainable model
which integrates all modes of transport into a system
ZLWKLPSURYHGFRQQHFWLYLW\DQGHI¿FLHQF\
In such an integrated system, cars, buses and trucks

Auto Components Working Group. The core members

will no longer be isolated. Instead they will be constantly
interacting with other system components such as road

of the Automotive Working Group are also member
companies of the European Automobile Manufacturers’

infrastructure design, information technology services

Association (Association des Constructeurs Européens
d’Automobiles, ACEA).

Recent Developments
Market Growth
,QDWRWDORIPLOOLRQDXWRPRWLYHXQLWVZHUH

DQGWUDI¿FPDQDJHPHQW7KHJRYHUQPHQWUHGH¿QHGDV
D µUXOH PDNHU¶ GXULQJ WKH7KLUG 3OHQXP  should
promote an efficient transport and mobility system
through setting clear rules. The rule making has to
EH EXLOW RQ D IHZ NH\ SLOODUV SURPRWLQJ WHFKQRORJ\
neutrality, enforcing strict regulations, adopting a
V\VWHPDWLFDSSURDFKSULRULWLVLQJFRVWHIIHFWLYHVROXWLRQV

VROG LQ &KLQD ± D  SHU FHQW LQFUHDVH RYHU 
a slowed growth rate that is partly due to the reasons

and recognising equal market access.

H[SODLQHGEHORZPLOOLRQZHUHSDVVHQJHUFDUV D
SHUFHQWLQFUHDVH DQGKHDY\WUXFNVDOHVVKUXQN
E\SHUFHQWFRPSDUHGZLWKUHDFKLQJ

Currently, the automotive industry in China is still

units.
The Regulatory Environment of Automotive Industry
China is already the world’s largest automotive market
and it is poised to grow for decades to come. With
&KLQD¶V UDSLG XUEDQLVDWLRQ WKH WUDQVSRUW DQG PRELOLW\

confronted by a number of regulatory challenges, such as
inconsistent regulations among different governmental
authorities, obvious deviation between local and
QDWLRQDOVWDQGDUGVWLPHFRQVXPLQJDQGXQFRRUGLQDWHG
certification procedures and inadequate enforcement
of rules and regulations. Combined, these issues have
been constantly interfering with the normal functions of
WKH PDUNHW DQG KDYH LQYLWHG UXOHEHQGLQJ EHKDYLRXUV

7KH$FFXPXODWLYH2XWSXWDQG6DOHVRI$XWRPRWLYHLQ'HFHPEHUKDVH[FHHGHG
PLOOLRQ, China Association of Automotive Manufacturers, 6th)HEUXDU\

Decision of the Central Committee of the Communist Party of China on Some
Major Issues Concerning Comprehensively Deepening the Reform, Xinhuath

YLHZHG -XO\KWWSZZZFDDPRUJFQKDQJ\H
KWPO!

1RYHPEHUYLHZHGrd-XO\KWWSQHZV[LQKXDQHWFRP
FBKWP!
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Introduction to the Working Group

Third Plenum Reality Check
What did the 3rd Plenum’s Decision3 say?

What is the reality?

Status

A foreign investor’s maximum share in the automotive
LQGXVWU\ LV OLPLWHG WR  SHU FHQW DQG HDFK IRUHLJQ FDU
/HW WKH PDUNHW SOD\ D GHFLVLYH UROH LQ

maker is limited to establish no more than two such
6LQRIRUHLJQ MRLQW YHQWXUHV -9V  IRU WKH SURGXFWLRQ RI

allocating resources.

SDVVHQJHUFDUVDQGWZRIRUFRPPHUFLDOYHKLFOHV µ¶ 
In addition there are requirements to invest at the
minimum level and to set up component manufacturing
DQG5 'FHQWUHV

Improve the transparency and

Multiple government agencies regulate the automotive

HI¿FLHQF\RIWKHJRYHUQPHQW

industry in an uncoordinated manner, resulting in different
XQGHUVWDQGLQJLQHI¿FLHQWZRUNDQGXQQHFHVVDU\FRVWV

Section Three: Trade in Goods

/HWWKHPDUNHWFRPHXSZLWKLQQRYDWLRQ
Market supervision is a key and basic
prerequisite for the creation of a unified and
open, competitive and orderly market system.

The government keeps recommending technical road
maps.
7RGD\¶VV\VWHPLVVWLOOQRWHI¿FLHQWPDLQO\EHFDXVHRIZHDN
enforcement on vehicles and road side safety.

from market players.

purchasing decisions are made mainly on the basis of

The Automotive Working Group believes that the

price, leading to city buses often being manufactured
to a lower quality level compared with metro train

government’s lack of a coordinated and holistic approach
is hampering the growth of the whole automotive

carriages. As a result, many people view city buses as
a cheap mode of transport for the poor—despite the

industry. In Beijing for example, car ownership in the

IDFW WKDW SDVVHQJHU IORZV DUH IDLUO\ HYHQO\GLVWULEXWHG

FHQWUH RI WKH FLW\ LV  WLPHV KLJKHU WKDQ LQ RWKHU
LQWHUQDWLRQDOFLWLHVDQGFDUWUDYHOLQ&KLQDLVSHUFHQW
higher than that of the world average. In conjunction
with poor road infrastructure design that restricts the

between the metro system and the public bus system—
leading more and more people to choose not to make

VPRRWKÀRZRIYHKLFOHVWKHH[SORVLRQRISULYDWHFDUXVH

full use of the public transportation system. From the
perspective of the working group, the government
should upgrade the public bus system to make the

KDVOHGWRVHYHUHWUDI¿FFRQJHVWLRQSUREOHPVLQ%HLMLQJ
and numerous other cities in China.

whole public transportation system attractive enough to
DWWHQXDWHWKHWUDI¿FSUHVVXUHFDXVHGE\SULYDWHFDUXVH

The Automotive Industry and China’s Public
Transportation System

In other countries where the popularity of private
cars has a longer history, cars are often used for long

In recent years, a number of Chinese cities have
undergone ambitious expansion of their public
transportation systems, such as subway extensions,

distance travels between cities. However, in China the
use of cars for long distance travel is rather limited.
This is partly because highways have not been fully

which in theory have been undertaken to alleviate
road traffic pressure. However, local governments’

taken advantage of. In China, the highways are mostly
occupied by heavy commercial vehicles, which often
DUHZURQJO\VSHFL¿HGRYHUORDGHGDQGGULYHQE\RYHU

7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision. The Decision, a
SRLQWUHIRUPEOXHSULQWGHWDLOHGWKH3DUW\¶VUHIRUPSODQIRUWKHQH[WVL[\HDUV
%HLMLQJ7UDQVSRUWDWLRQ'HYHORSPHQW$QQXDO5HSRUW, Beijing Transportation
5HVHDUFK&HQWUHth6HSWHPEHUYLHZHGrd-XO\KWWSZZZEMWUF
RUJFQ,QIR&HQWHU1HZV$WWDFK ԛཚ݀ቛԒ SGI!
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fatigued drivers. The combination of these factors
RIWHQUHVXOWVLQGDQJHURXVWUDI¿FFRQGLWLRQVRQ&KLQD¶V
highways, and this is deterring more and more private
car owners from driving between cities.

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

The Automotive Working Group believes that the
demand for new cars is choked by China’s unique
dilemma. On the one hand, cities are congested and

2015/2016

Concern
Multiple government agencies regulate the automotive
industry in an uncoordinated manner, resulting in

are constantly introducing car restrictions; on the other

LQFRQVLVWHQWSROLF\LQWHUSUHWDWLRQDQGLQHI¿FLHQWZRUNIRU

hand, the highways are perceived as too unsafe for

the government, and unnecessary costs and barriers

driving.

against technical innovation for enterprises.

The Automotive Industry, Environment and Technology

Assessment

9HKLFOH GLVFKDUJH LV D PDMRU VRXUFH RI DLU SROOXWLRQ LQ

Automotive products in China are subject to more

China which has pushed the Chinese Government
to adopt a number of measures to curb the pollution

WKDQ RQH W\SH DSSURYDOKRPRORJDWLRQ V\VWHP7DNLQJ
WKH H[DPSOH RI KHDY\GXW\ WUXFNV D QHZ KHDY\GXW\

caused by road transportation. From the Automotive

WUXFN PRGHO LV ILUVWO\ UHTXLUHG WR EH W\SHDSSURYHG E\

Working Group’s point of view, the most efficient

the Ministry of Industry and Information Technology

measure is to encourage abandonment of old cars

(MIIT), which ensures the model’s conformity to a
set of technical standards including fuel consumption

HVSHFLDOO\HQHUJ\LQWHQVLYHWUXFNV DQGVWUHQJWKHQWKH

standards. Meanwhile, the model also needs to

Promoting the use of electric vehicles is also a possible
way to reduce urban emissions over time. However,

be approved for entering the market by the China
Compulsory Certification (CCC) system, which is run
by the Certification and Accreditation Administration

this approach fails to systematically address the whole
issue. European companies hope to be able to work

(CNCA) under the General Administration of Quality
Supervision, Inspection and Quarantine (AQSIQ).

with the Chinese authorities to design truly sustainable
transportation and mobility solutions for China.

In fact, most of the technical requirements for these two
approvals are almost the same. However, automotive

Connected vehicles have received considerable
PHGLD DWWHQWLRQ VLQFH  ,W KDV EHHQ D FRPPRQ
understanding that connected vehicles can contribute to

companies will have to submit two sets of test reports
and technical data for approval, only in different format,
to the MIIT and the CNCA respectively.

HQKDQFLQJURDGVDIHW\DOOHYLDWLQJWUDI¿FFRQJHVWLRQDQG
promoting fuel efficiency. Despite high expectations,
there are still significant policy challenges in terms

What’s worse, besides those two repetitive approvals,
which both include requirements on fuel emission

of incentivising technology development in this area,
and the involvement of governments in supporting

standards, automotive manufacturers will still have
to prove compliance with current national emissions

technology advancement is relatively limited. Besides
the technical challenges, there are other important
issues that need governments’ attention, such as

standards to the Ministry for Environmental Protection
(MEP) before they can put the vehicle into use. And
if the model is to be sold in Beijing, approval by the

FRQQHFWHG YHKLFOHUHODWHG LQIUDVWUXFWXUH GHYHORSPHQW
high resolution maps, insurance, traffic codes, cyber
security and privacy protection. All these issues cannot

Beijing Environmental Protection Bureau is also
unavoidable.

be resolved without government support.

And this is still not enough – a further approval by the
Ministry of Transport (MOT) will have to be received

Key Recommendations

before the truck manufacturer can obtain a Commercial
Transportation Permit for the truck model.

1. Create a Central Government Agency Under
WKH6WDWH&RXQFLO/HJLVODWLYH$IIDLUV2I¿FH
(SCLAO) to Coordinate Relevant Policies
and Regulations for the Automotive
Industry

Finally, the truck model will need to be checked again
by the Ministry of Public Security (MPS) in accordance
ZLWK LWV RZQ VWDQGDUG IRU YHKLFOH VDIHW\ *%  LQ
order to receive a licence plate.
This uncoordinated function among different agencies
not only doubles their own administrative burden

Automotive Working Group
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enforcement of emissions limits.

but also incurs unnecessary costs for automotive

should be allowed to European investors in China.

manufacturers. Sometimes, those agencies have a
different understanding of the same test results, which

The principle to let the “market play a decisive role

It is of little benefit to society as it interrupts product

in allocating resources”6 means that the government
should set the rules for the industry and ensure strict

development and affects customer satisfaction.

enforcement of the same. Market forces will force

can result in a further burden to auto manufacturers.

industry restructuring and consolidation. With free
Recommendations

ownership investors can decide when, where, how and

 ,PSURYH FRRUGLQDWLRQ DPRQJ UHOHYDQW JRYHUQPHQW

how much to invest in order to meet market needs.
The European automotive industry is hoping to see

agencies and streamline administrative red tape,
especially repetitive tests and approvals.
 &HQWUDOLVH WKH DXWKRULW\ ZLWKLQ RQH JRYHUQPHQWDO

ambitious market access openings in the Chinese
automotive industry.

DJHQF\IRUKRPRORJDWLRQW\SHDSSURYDO
 &ODULI\ WKH DGPLQLVWUDWLYH UHVSRQVLELOLWLHV RI WKH
various ministries regulating the automotive industry.

Recommendation
 $OORZ IUHH IRUHLJQ LQYHVWPHQW LQ WKH DXWRPRWLYH

 &RQVXOW ZLWK LQGXVWU\ VWDNHKROGHUV IRU FRPPHQWV

Section Three: Trade in Goods

when introducing new rules and regulations and
allow industry ample time to adjust to new rules

2. Lift Limitations on Foreign Investment
Concern
A foreign investor’s maximum share in an automotive
HQWHUSULVHLVOLPLWHGWRSHUFHQWDQGDIRUHLJQLQYHVWRU
is only allowed to establish no more than two such

industry without limitations.

3. Establish Technology-neutral Targets
for Fuel Efficiency and Environmental
Performance
Concern
&KLQHVH DXWKRULWLHV¶ FXUUHQW IRFXV RQ QHZHQHUJ\
YHKLFOHV 1(9V  LV QDUURZO\ GHILQHG DQG JRYHUQPHQWV

6LQRIRUHLJQMRLQWYHQWXUHV -9V IRUSDVVHQJHUYHKLFOHV

have prescribed the technological pathways for
companies, thus significantly hindering technological

SURGXFWLRQ DQG WZR IRU FRPPHUFLDO YHKLFOHV µ¶ 
SURGXFWLRQ,QDGGLWLRQWRWKHµ¶UHJXODWLRQWKHUHDUH

innovation.

strict requirements for the minimum investment amount
from foreign investors, and foreign investors are also

Assessment

required to invest in auto component manufacturing as
ZHOODVUHVHDUFKDQGGHYHORSPHQW 5 ' FHQWUHV

The future of mobility is, and increasingly will be, a
jigsaw puzzle composed of a variety of competing and
PXWXDOO\FRPSOHPHQWDU\ VROXWLRQV (PRELOLW\ LV RQ
the course to become part of the mix of solutions to

Assessment
Such limitations run contrary to the main tenets of
China’s present reform agenda, which promises to
“substantially reduce direct government allocation
of resources, promote that resource allocation is
based on market principles, market prices and market
competition, to realise productivity maximisation and
efficiency optimisation.”  In accordance with these
principles, investors should be allowed to hold a share
percentage which is proportional to the risk they are
ready to take in an automobile company. That is how
the European economy works and a number of Chinese
LQYHVWRUV LQ (XURSH EHQHILW IURP WKLV UHVWULFWLRQIUHH
investing environment, so this same market access


Decision of the Central Committee of the Communist Party of China on Some
Major Issues Concerning Comprehensively Deepening the Reform, Xinhuath
1RYHPEHUYLHZHGrd-XO\KWWSQHZV[LQKXDQHWFRP
FBKWP!
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the challenges of carbon fuel dependency and other
QHJDWLYH HQYLURQPHQWDO VLGHHIIHFWV RI WUDQVSRUWDWLRQ
Meanwhile, continuous technological development of
energy sources, ranging from fuel cells to diesel, also
contributes to addressing some of the environmental
challenges that the auto industry faces.
When the Energy Saving and New Energy Vehicles
Industry Development Programme   was
SXEOLVKHG LQ  WKH JRYHUQPHQW VHW RXW SURGXFWLRQ
DQGVDOHVWDUJHWVIRUHOHFWULFYHKLFOHLQGXVWU\LQ
D FXPXODWLYH WRWDO RI  EDWWHU\ HOHFWULF YHKLFOHV
%(9V  DQG SOXJLQ K\EULG HOHFWULF YHKLFOHV 3+(9V 
ZHUHVXSSRVHGWREHLQXVH:KLOHWKHVDOHVRI1(9VLQ
6


Ibid
Energy Saving and New Energy Vehicles Industry Development Programme
 6WDWH&RXQFLOth-XO\YLHZHGth-XO\KWWSZZZ
QHDJRYFQFBKWP!
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KDYHVLJQL¿FDQWO\LQFUHDVHGWKLVDPELWLRXVJRDOLV

Development and Reform Commission (NDRC), and

unlikely to be met. Based on the statistics released from
WKH0,,7WKHVDOHVSODQIRU1(9VIURPWRLV

WKH 6WDWH &RXQFLO¶V 0DGH LQ &KLQD  HQGRUVHG
the importance of the remanufacturing industry.

EXWRQO\DWRWDORIZHUHSXWLQWRXVHE\

Furthermore, four ministries released an incentive

ZKLFKPHDQVWKDWDERXW1(9VKDYHWR

SURJUDPPH LQ  WR VXEVLGLVH FXVWRPHUV WUDGLQJ LQ

EHPDQXIDFWXUHGDQGVROGLQDORQH

old parts for remanufactured parts.

The automotive industry has consistently called upon

Despite efforts made by the Chinese Government,

UHJXODWRUV WR DGRSW D WHFKQRORJ\QHXWUDO DSSURDFK

remanufacturers are still facing severe regulatory

which is to let market forces play the decisive role in
producing the desired outcome. The Chinese authorities

bottlenecks to ramp up production in scale. Current
regulations restrict them from obtaining core parts for

VKRXOGORRVHQLWVIRFXVRQ1(9VDVWKH\DUHFXUUHQWO\

remanufacturing, both from overseas and domestic

narrowly defined, and concentrate instead on setting

PDUNHWV 9DULRXV REVWDFOHV VXFK DV YDOXHDGGHG WD[

IXHOHIILFLHQF\ DQG HQYLURQPHQWDO SHUIRUPDQFH WDUJHWV
and allow industry come up with the technological

of remanufactured products due to the lack of competent

solutions enabling their products to meet these targets.

regulations and policies supporting reverse logistics

9$7 GHGXFWLRQVDUHFKDOOHQJLQJWKHPDUNHWFLUFXODWLRQ

systems, which is separating this unique category of
products from new parts distribution. There is a strong

targets for the automotive industry, and do not

though. Since remanufactured products are guaranteed
for equal quality standards, and even the same

prescribe technological pathways.

4. Allow Imports of Auto Components, Used
Vehicles and Used Auto Components for the
Purpose of Remanufacturing Development,
and R&D
4.1 Allow Imports of Auto Components and
Improve the Relevant Regulations to Promote
the Development of the Remanufacturing
Industry.
Concern
$OWKRXJKWKHUHPDQXIDFWXULQJLQGXVWU\KDVEHHQLGHQWL¿HG
DVDQHFRDQGHQYLURQPHQWDOO\IULHQGO\LQGXVWU\DQGLV
encouraged by China’s central government on paper,
auto parts remanufacturing companies are still facing
challenging regulatory bottlenecks to start a business in
China, especially in terms of the sourcing of core parts
for remanufacturing.
Assessment
It is encouraging that the Chinese central government
released a number of policies and planning documents
VLQFH  UHFRJQLVLQJ WKH UHPDQXIDFWXULQJ LQGXVWU\
DV DQ HFR DQG HQYLURQPHQWDOO\IULHQGO\ LQGXVWU\ WKDW
should be supported. In addition, the 2015 Circular
Economy Promotion Plan, recently released by National


business case for permitting remanufactured products,

warranty terms as new parts, the Chinese authorities do
not need to be concerned whether customers’ interests
are damaged as long as remanufactured products are
used within the warranty period.
Recommendations
 5HYLVH WKH &DWHJRU\ RI 2OG 3DUWV 3URKLELWHG IRU
Importation to enable cores importation for
remanufacturing.
 3URPXOJDWH FRPSHWHQW UHJXODWLRQV DQG SROLFLHV
to facilitate market circulation of remanufactured
products.
 5ROORXWPRUHLQFHQWLYHVWRHQFRXUDJHFRQVXPSWLRQ
of remanufactured products and lift consumer
recognition towards remanufactured products.

4.2 Allow Imports of Used Vehicles and Used
Auto Parts for R&D Purposes
Concern
9HKLFOHHQJLQHVFRPSOHWHYHKLFOHVDQGPRVWDXWRPRWLYH
components are listed in the )RUELGGHQ ,PSRUW
Catalogue of Used Machinery Products. This restriction
harms innovative, domestic companies by increasing
WKHLU5 'FRVWVDQGVHYHUHO\OLPLWLQJWKHLURSSRUWXQLWLHV
WRWDNHRYHUVHDV5 'RUGHUVDQGWROHDUQLQWHUQDWLRQDO
technologies.

7KHVDOHVJRDORIQHZHQHUJ\YHKLFOHVLQLVKDUGWRIXO¿OOEXW3UHPLHU/L
Keqiang hopes to give it strong promotion, sohu, 6th0DUFKYLHZHGth
-XO\KWWSDXWRVRKXFRPQVKWPO!
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Recommendation
 6HW IXHOHIILFLHQF\ DQG HQYLURQPHQWDO SHUIRUPDQFH

Assessment
The regulations on restrictions of importation of used

a market ‘pull’ that supports the ‘push’ created by the

YHKLFOHVDQGDXWRSDUWVZHUHSXWLQSODFHRYHU\HDUV

fuel economy regulations aimed at manufacturers.
Therefore, the industry supports the use of these

ago. They are outdated and have created an obstacle

instruments in China as it does in the European Union

WR GRPHVWLF 5 ' FHQWUHV RI DXWR PDNHUV DQG SDUWV
suppliers.

(EU), where the majority of Member States have already
implemented CO EDVHG YHKLFOH WD[HV %\ SXWWLQJ D
price tag on each gram of CO emitted per kilometre,

In addition, the Chinese Government has been encouraging

the consumer receives a clear signal to compare

VFLHQWL¿FRXWVRXUFLQJVHUYLFHVIRUPDQ\\HDUV,ID5 '

the efficiency of competing products. Furthermore, it

centre cannot import used vehicles and parts, it would
QRWEHDEOHWRWDNHRYHUVHDVRUGHUVVXFKDVFRGHVLJQ

supports a sound investment in innovative technologies
and cars with a higher residual value.

work with international partners.
In this context, China should reconsider its current
Furthermore, when Chinese auto makers and parts

engine displacement taxation. The taxation should

suppliers want to export their products to other markets,

instead encourage manufacturers and customers to
LQWURGXFH RU WR EX\ IXHOHIILFLHQW YHKLFOHV UHJDUGOHVV

Section Three: Trade in Goods

they need to perform tests in the designated country.
In case of test failure, the failed products need to be
imported to China for analysis or further improvement.
According to the current regulation, these products
cannot be imported back to China again for further tests
due to importation rules. It increases the development
cost and creates barriers for some companies,
HVSHFLDOO\VPDOODQGPHGLXPVL]HGHQWHUSULVHV 60(V 

of the technologies used, to achieve the consumption
targets. Protecting the environment by reducing the total
amount of CO emissions per car has become a major
policy target. However, evidence shows that some
bigger engines have less CO emissions than smaller
ones. The working group is willing to help develop

to export to the global market.

rules that are more effective in helping to protect the
environment.

Recommendation
 $PHQG WKH )RUELGGHQ ,PSRUW &DWDORJXH RI 8VHG

Recommendation
 5HSODFH WKH FXUUHQW FRQVXPSWLRQ WD[ DQG YHKLFOH

Machinery and Electronic Products  and the
Administration Rules of Machinery and Electronic

purchase tax based on engine displacement with a tax
scheme based on CO emissions or fuel consumption
per kilometre.

Products Import, or issue supplementary rules to
allow imports of used vehicles and used parts for
5 'SXUSRVHV

5. Link Vehicle Tax to Fuel Consumption and
CO2 Emissions
Concern
Both the current consumption tax and purchase tax for
vehicles are based on engine displacement rather than
fuel efficiency, and do not sufficiently encourage fuel
HI¿FLHQF\RUWKHGHYHORSPHQWRIORZHPLWWLQJYHKLFOHV
Assessment
2IIHULQJ¿VFDOLQFHQWLYHVIRUFRQVXPHUVWRFKRRVHIXHO
HI¿FLHQWYHKLFOHVLVDQHIIHFWLYHPHFKDQLVPWRSURYLGH


)RUELGGHQ,PSRUW&DWDORJXHRI8VHG0DFKLQHU\3URGXFWV, Ministry of Commerce
02)&20 *HQHUDODGPLQLVWUDWLRQRI&XVWRPV *$& DQGWKH$46,4st
-DQXDU\YLHZHGrd-XO\KWWSZZZPRIFRPJRYFQDDUWLFOHE



HKWPO!
7KH$GPLQLVWUDWLRQ 5XOHV RI 0DFKLQHU\ DQG (OHFWURQLF 3URGXFWV ,PSRUW,
02)&20*$& $46,4st0D\YLHZHGRQrd-XO\KWWSZZZ
JRYFQÀIJFRQWHQWBKWP!
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6. Simplify the Procedure for Applying for
Temporary Testing Licences and Extend
their Time Validity
Concern
Based on the current regulation on car testing, car
PDNHUVQHHGWREX\FRPSXOVLYHLQVXUDQFHIRUWKHWREH
tested car and drive it to the inspection station to have
LWH[DPLQHG¿UVWEHIRUHWKH\FDQDSSO\IRULWVWHPSRUDU\
testing licence. The temporary testing licence is only
valid for three months, which does not meet the need
IRUWKHFRPPRQRQH\HDUWHVWLQJSHULRG
Assessment
Before a temporary testing licence expires, car makers
have to run through licence application procedures
again. To follow this regulation, car makers usually have
to stop testing every two and half months, no matter
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where the test is conducted, and ship the car back

highways which would attract more people to use their

to have it inspected in order to renew its temporary
testing licence. This regulation has negative impact on

private cars for long distance driving, which in turn will
give a new push to the sales of passenger cars and

car product development since it increases the testing

long distance coaches.

time and results in an increased cost burden for car
manufacturers.
%HFDXVHYHKLFOHVDUHYHU\FRPSOH[SURGXFWVYHUL¿FDWLRQ

Recommendation
 (QIRUFHVWULFWDQQXDOYHKLFOHVVDIHW\LQVSHFWLRQVDQG
UDQGRPURDGVLGHVDIHW\LQVSHFWLRQV

and validation tests take quite a long time. It normally
takes one year or longer to run compulsory tests, and
it usually also involves multiple vehicles to test various
functions on the same model.
Recommendations
 6LPSOLI\ WKH SURFHGXUH IRU DSSO\LQJ IRU WHPSRUDU\
testing licences.
 ([WHQGWKHWLPHYDOLGLW\DQGORRVHQYHKLFOHQXPEHU
restrictions of temporary testing licences.

Concern
While the draft Implementation Administration
Measures on the Disclosure of Automotive Repair and
0DLQWHQDQFH 7HFKQLFDO ,QIRUPDWLRQ was welcomed by
European original equipment manufacturers (OEMs),
WKHIUDPHZRUNODFNVVSHFL¿FLWLHVXQLTXHWRWKH&KLQHVH
context. Without due caution, the opening up of the
aftermarket for spare parts may not fully reflect the
LQWHUHVWVRIYHKLFOHVDIHW\DQGXOWLPDWHO\DIIHFWDOOURDG

Concern
&XUUHQWO\WKHODZHQIRUFHPHQWLQ&KLQDLVQRWVXI¿FLHQW
to ensure vehicle and road safety.
Assessment
According to the Decision, China will “Reform market
supervision and management systems, implement
uniform market supervision and management”.  The
intention is to create a level playing field with fair
competition. For the commercial vehicles industry,
such principles take on an even deeper significance,
as the design and usage of commercial vehicles has a
direct influence on the efficiency of the transport and
logistics industry as well as on road safety in general.
Ensuring that all vehicles conform to the law can be
done through a system of strict annual vehicle safety
inspection and random road side safety inspections.
When all commercial vehicles live up to the same basic
standards, transport companies will have to compete
through good management, excellent services and
innovative business models, thus avoiding traffic
DFFLGHQWV FDXVHG E\ RYHUORDGLQJ DQG WKH XVH RI VXE
standard unsafe vehicles.
An additional benefit would be safer roads and
 Decision of the Central Committee of the Communist Party of China on Some
Major Issues Concerning Comprehensively Deepening the Reform, Xinhuath
1RYHPEHUYLHZHGRQrd-XO\KWWSQHZV[LQKXDQHWFRP
FBKWP!

users.
Assessment
Ten governmental agencies, under the leadership of
the Ministry of Transport (MOT), published the *XLGLQJ
2SLQLRQV RQ WKH 7UDQVIRUPDWLRQ DQG 8SJUDGLQJ RI
the Automotive Repair and Maintenance Industry in
6HSWHPEHUDQGLVVXHGWKHGUDIWImplementation
Administration Measures on the Disclosure of
$XWRPRWLYH 5HSDLU DQG 0DLQWHQDQFH 7HFKQLFDO
InformationLQ)HEUXDU\7KH(XURSHDQ$XWRPRWLYH
Manufacturers’ Association (ACEA), representing
the European automotive industry, submitted written
comments on these draft measures in March. Currently
WKHSXEOLFDWLRQRID¿QDOWH[WLVEHLQJDZDLWHG
The Automotive Working Group is well aware that the
DYHUDJHDJHRI&KLQD¶VYHKLFOHÀHHWLQFUHDVHVRYHUWLPH
LW VWDQGV FXUUHQWO\ DW  \HDUV  ZLWK PRUH YHKLFOHV
HQWHULQJ WKHLU SRVWZDUUDQW\ SKDVH WKH SURSRUWLRQ
of repair and maintenance activities within the entire
UDQJH RI DXWRUHODWHG HFRQRPLF DFWLYLWLHV LQFUHDVHV
correspondingly. Coupled with the slowdown of new
vehicle sales, correlating with China entering the
‘new normal’, the case for liberalising the aftermarket
becomes compelling.
It is encouraging to see that the Ministry of Transport
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7. Implement Strict Enforcement of Safety
Rules

8. Align Repair and Maintenance Information
(RMI) Disclosure Requirements with Other
Legislation

(MOT) anticipated this trend through their legislative

LQWURGXFH DQG SURPRWH WKH XVH RI VRFDOOHG µHTXDO

initiatives. However, the working group would urge the
MOT to further deliberate on specificities unique to

quality parts’ comprises a risk to consumers’ safety
because ‘equal quality parts’ are hard to define and

the Chinese context during its legislative process. The

may in practice overlap with what are just fake spare

working group’s member companies have collectively

parts. The Automotive Working Group believes that

submitted a range of comments on the draft measures,
PDNLQJWKHIROORZLQJNH\SRLQWV

safeguards should be put into place to shield both
consumers and manufacturers from blurring boundaries

Section Three: Trade in Goods

between counterfeit and ‘equal quality parts’.
 *LYHQ WKDW WKH Auto Brand Sale Management
Measures of 2005 is still in effect today, the new
UXOHV DIIHFWLQJ VDOHV DQG DIWHUVDOHV VHUYLFHV RXJKW

:KHQ UHSDLULQJ DXWRPRELOHV ZLWK QRQRULJLQDO VSDUH
parts, service providers should expressly inform

to be consistent with existing ones, or existing ones

consumers of the nature of such parts and should

ought to be amended to align with the new ones so

KLJKOLJKWWKHQRQRULJLQDOVSDUHSDUWVLQLQYRLFHVDQGWKH

as to avoid confusion.

job orders so that consumers are clearly aware of what

 7KH SHUVLVWLQJ SUREOHP RI ZLGHVSUHDG FRXQWHUIHLW
spare parts in the Chinese market indicates weak

choice they making. Given that the warranty for equal

enforcement of intellectual property rights (IPR)

manufacturers will naturally not be held responsible for

protection. Therefore strengthening IPR enforcement
should be a precondition before further liberalising

DQ\GHIHFWVRIQRQRULJLQDOSDUWVRUDQ\GDPDJHFDXVHG

quality parts shall be provided by the selling supplier,

thereby to vehicles, passengers or pedestrians.

the repair and maintenance aftermarket.
 7KHVFRSHRI50,WRZKLFKWKHUHSDLUDQGPDLQWHQDQFH

Recommendations

industry is to be given access, needs to be carefully
GH¿QHG

 )RUPXODWH50,GLVFORVXUHUHTXLUHPHQWVWRDOLJQZLWK
other existing legislation.

 7KHUH VKRXOG EH VXIILFLHQW OHDGWLPH EHWZHHQ WKH

 3XWQHFHVVDU\VDIHJXDUGVLQSODFHZKHQRSHQLQJXS

SXEOLFDWLRQGDWHRIWKH¿QDOLVHGPHDVXUHVDQGWKHLU
effective date.
The opening up of the aftermarket for spare parts
should also be carried out with due caution, because
independent repair workshops in China often have
insufficient knowledge and technology to deal with
modern automobiles that are aptly described as
‘computers on wheels’. Thus the access to repair and
maintenance information is of little practical use if
independent repairers do not also invest in appropriate
equipment and tools, and in building up the technical
NQRZKRZ RI WKH UHSDLU RSHUDWRUV7KDW LV ZK\ 2(0V
advise caution when opening up the spare parts
market. In particular, auto parts related to core safety
(e.g. encoding and decoding software), reprogramming
DQG DQWLWKHIW V\VWHPV VKRXOG QRW EH IUHHO\ UHVROG E\
independent workshops in order to mitigate safety risks
and reduce misuse.
Neither the manufacturer nor the authorised dealers
should be held responsible for any defect or damage
caused by improper handling of original parts by
independent workshops. In the current situation, to
 Auto Brand Sale Management Measures of 2005, MOFCOM, NDRC and the
6WDWH$GPLQLVWUDWLRQIRU,QGXVWU\DQG&RPPHUFH 6$,& st$SULOYLHZHG
th-XO\KWWSZZZJRYFQJRQJEDRFRQWHQWFRQWHQWBKWP!
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Abbreviations
ACEA

European Automobile Manufacturers’

AQSIQ

Association
General Administration of Quality
Supervision, Inspection and Quarantine

%(9



CO
&&&

&1&$ 

%DWWHU\(OHFWULF9HKLFOH
Carbon Dioxide
&KLQD&RPSXOVRU\&HUWL¿FDWLRQ
&HUWL¿FDWLRQDQG$FFUHGLWDWLRQ



Administration
EU

European Union

GDP

Gross Domestic Product

IPR

Intellectual Property Rights

-9



-RLQW9HQWXUH

MIIT

Ministry of Industry and Information

MEP

Ministry of Environmental Protection

MOT

Ministry of Transport

MOFCOM
MPS

Ministry of Commerce
Ministry of Public Security

1(9

1HZ(QHUJ\9HKLFOH

Technology
Section Three: Trade in Goods



NDRC

National Development and Reform
Commission

OEM

Original Equipment Manufacturer

3+(9 

3OXJLQ+\EULG(OHFWULF9HKLFOH

5 '

5HVHDUFKDQG'HYHORSPHQW



RMI
6&/$2

Repair and Maintenance Information
6WDWH&RXQFLO/HJLVODWLYH$IIDLUV2I¿FH

60(



6PDOODQG0HGLXPVL]HG(QWHUSULVHV

9$7
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Auto Components Working Group

Key Recommendations
1. Regulate the Automotive Independent Aftermarket and Vehicle Technical
Information and Data More Effectively
1.1 Allow Access to the Automotive Independent Aftermarket Business
 Revise the current Auto Industry Development Policy and promulgate the Automotive Sales
Administrative Measures to ensure free and balanced market competition in vehicle aftermarket
service.
 Stipulate regulations to enforce the *XLGDQFH RI 3URPRWLQJ 7UDQVIRUPDWLRQ DQG 8SJUDGH
DQG,PSURYLQJ6HUYLFH4XDOLW\RI$XWRPRWLYH5HSDLULQJ,QGXVWU\MRLQWO\LVVXHGE\&KLQHVH

Section Three: Trade in Goods

PLQLVWULHVLQ6HSWHPEHULQ%HLMLQJ
 Adopt and enforce the regulations as stated in the Provisions on the Prohibition of the Abuse
of Intellectual Property Rights to Eliminate or Restrict Competition, which was issued by the
State Administration for Industry and Commerce (SAIC), whereby a vehicle manufacturer could
not use its intellectual property rights (IPR), especially its design rights on visible parts, to
restrict the original parts supplier’s (OPS’s) ability to sell spare parts for vehicle repair which will
HOLPLQDWHDQGRUUHVWULFWIUHHFRPSHWLWLRQ
 $
 GRSW UHJXODWLRQV ZKHUHE\ D YHKLFOH PDQXIDFWXUHU FDQQRW XVH WRROLQJ DJUHHPHQWV
DUUDQJHPHQWV WR UHVWULFW WKH 236 IURP XVLQJ RULJLQDO HTXLSPHQW PDQXIDFWXUHU 2(0 RZQHG
tooling exclusively for the OEM.
 $
 GRSWUHJXODWLRQVZKHUHE\DYHKLFOHPDQXIDFWXUHUFDQQRWIRUELGWKH236IURPXVLQJWKH2(0
owned commercial names, trademarks and other proprietary names for the sole purpose of
identifying the application of the products.
 &
 RQWLQXHWKHHIIRUWVWRHQIRUFHUHOHYDQW&KLQHVH$QWL0RQRSRO\/DZSURYLVLRQVZKLFKJXDUDQWHH
general accessibility of the automotive aftermarket business to all vehicle components suppliers.
 Allow OPSs to access the auto aftermarket by allowing them to sell spare parts of matching
quality to independent repair shops.
 3
 URPXOJDWHDUHJXODWLRQDFFRUGLQJWRZKLFKRQO\FHUWL¿HGSDUWVDUHDXWKRULVHGWREHVROGWRWKH
aftermarket.

1.2 Improve Access to Technical Information
 Enforce the regulations that permit independent operators to access technical information from
vehicle manufacturers.

1.3 Enlarge End Consumer Choices During Both the Statutory Warranty Period and Any
Extended Warranty Period
 Strengthen enforcement of regulations that permit independent operators’ access to the end
FRQVXPHUIRUQRQZDUUDQW\ZRUNGXULQJERWKWKHVWDWXWRU\ZDUUDQW\SHULRGDQGDQ\H[WHQGHG
warranty period.

2. Strengthen Law Enforcement and Enhance Protection of IPR
 Define the manufacturing, distribution and sales of counterfeit products—and in general the
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infringement of any intellectual property (IP) held by the genuine IPR owner—as a penal crime.
 Pursue with determination and administer severe punishments for such crimes.

3. Remove Obstacles to Research and Development (R&D)
 (DVHWKHUHVWULFWLRQVRQLPSRUWLQJXVHGSURWRW\SHVDQGWHVWVDPSOHVIRU5 'DSSOLFDWLRQVDQGXVHG
5 'HTXLSPHQW

,PSURYH(I¿FLHQF\LQWKH6XSSO\&KDLQ
 3KDVHRXWWKHMRLQWYHQWXUH -9 UXOHIRUFDUPDNHUVDQGUHGXFHWKHUROHRI&KLQHVHVKDUHKROGHUV

Introduction to the Working Group
LQ  ,W FRQVLVWV RI RYHU  (XURSHDQ DQG IRUHLJQ
companies involved in the manufacture of auto
components, machine tools for production of auto
components and automotive assembly lines. They also
import and distribute auto components and provide
DIWHUVDOHV VHUYLFHV $Q ,QGHSHQGHQW $XWRPRWLYH
Aftermarket (IAM) Desk was established in October
 E\$XWR &RPSRQHQWV :RUNLQJ *URXS PHPEHUV
which pledges to explore the possibilities of applying a
European Union (EU) Motor Vehicle Block Exemption
Regulation 09%(5  WR LPSURYH WKH DFFHVVLELOLW\ RI
the IAM business to suppliers through advocating the
improvement of existing laws and regulations, which
includes the draft of the Disclosure of Vehicle Repair
and Maintenance Information Administrative Methods
and the revision of the Automotive Sales Administrative
Measures.
The working group has fostered ties with various

towards the ‘new normal’. Growth of sales of passenger
cars and heavy duty vehicles is expected to decelerate
WRSHUFHQWDQGVL[SHUFHQWSHUDQQXPXQWLODV
a result of lower market demand.
%\'HFHPEHUWKHDYHUDJHDJHRIWKHWRWDO3$5&
LQ&KLQDZDV\HDUV The progressive ageing of the
vehicle PARC is an important indicator for the growth of
the aftermarket business in China.
In this context, the automotive maintenance, repair and
service industry has the ability to absorb a significant
proportion of new jobs, which is essential to counter
the economic slowdown, provided that market forces
are allowed to operate in a competitive environment.
Important steps in this direction have been taken to
allow the independent aftermarket to be an attractive
option to the authorised networks for vehicle owners.

organisations and government bodies in the Europe
and China.

Loosen the Control of Vehicle Manufacturers over
4S3 Shops Regarding Parts Distribution
According to the Auto Brand Sale Management Measures,

Recent Developments

released by the Ministry of Commerce (MOFCOM) and
UHYLVHGRQth$XJXVWYHKLFOHPDQXIDFWXUHUVZHUH
granted the sole discretion to issue permission and

After a period of rapid growth over the last five years
XQWLO  GXULQJ ZKLFK VDOHV RI SDVVHQJHU FDUV DQG
KHDY\ GXW\ YHKLFOHV DYHUDJHG JURZWK DW  SHU FHQW

DXWKRULVDWLRQIRU6VKRSV¶EXVLQHVV7KLVHQFRXUDJHG
vehicle manufacturers to take advantage of this market

DQG  SHU FHQW SHU DQQXP UHVSHFWLYHO\ D VORZGRZQ

position and leverage it to create monopoly power.

&RPPLVVLRQ5HJXODWLRQ (8 1RRI0D\RQWKH$SSOLFDWLRQ
RI$UWLFOH  RIWKH7UHDW\RQWKH)XQFWLRQLQJRIWKH(XURSHDQ8QLRQWR

7KHYHKLFOH3$5&LVWKHQXPEHURIYHKLFOHVDYDLODEOHLQFHUWDLQDUHDRUWKH
number of vehicles in comparison to the population, geographical spread, make,

&DWHJRULHVRI9HUWLFDO$JUHHPHQWVDQG&RQFHUWHG3UDFWLFHVLQWKH0RWRU9HKLFOH
6HFWRU(XURSHDQ3DUOLDPHQWst-XQHYLHZHGRQth0D\KWWS

PRGHODQGERG\VW\OHDJHEUHDNGRZQ XSWR\HDUV±ZHDVVXPHWKDWYHKLFOHV
RYHU\HDUVDUHFRQVLGHUHGWREHDWWKHHQGRIWKHLUOLIH IXHOW\SHWUDQVPLVVLRQ
engine type and capacity and emission norms of a vehicle.
6VWDQGVIRUVDOHVVSDUHSDUWVVHUYLFHDQGVXUYH\ IHHGEDFN 

HXUOH[HXURSDHXOHJDOFRQWHQW(17;73')"XUL &(/(;5 IURP
(1!
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The Auto Components Working Group was created

is expected in the automotive industry, corresponding
with China’s overall economic slowdown as it transitions

+RZHYHURQst-XO\WKH1otice on Suspension of
)LOLQJIRU9HKLFOH*HQHUDO'HDOHUVDQG%UDQG$XWKRULVHG
Dealers was issued by the State Administration of Industry
and Commerce (SAIC), which cancelled the authorisation
registration regime in practice, preventing vehicle
manufacturers from controlling parts distribution and
thereby liberalising the IAM market.

standards on emissions and fuel consumption and
quality. The recently announced New Energy Vehicle
Subsidy Measures SXEOLVKHGRQth 6HSWHPEHU 
and the Fuel Consumption Evaluation Methods and
7DUJHWV IRU 3DVVHQJHU &DUV (public opinion collected
RQ th -DQXDU\   DV ZHOO DV WKH DQQRXQFHPHQW

in the IAM

E\3UHPLHU/LWKDWDOOGLHVHOYHKLFOHVVXSSOLHGLQ&KLQD
PXVWPHHWWKH*XR6WDQGDUG th0DUFK DUH

7KH DXWKRULVHG QHWZRUN 6 VKRSV  VWLOO FRPPDQGV D

leading the Chinese auto industry to a greener future.

much larger market share compared to the IAM. The

Furthermore, China's State Council has listed the

UHDVRQV LQFOXGH   WKH LQFOXVLRQ RI UHVWULFWLRQV LQ WKH

HQHUJ\VDYLQJ DQG QHZHQHUJ\ YHKLFOH 1(9  VHFWRU

supply agreements that prohibit the OPS from selling
LQVWDOODWLRQRQWKHYHKLFOH WKHLQFOXVLRQRIUHVWULFWLRQV

DVRQHRIWKHNH\VHFWRUVWRSURPRWHXQGHULWV
year plan Made in China 2025LQWURGXFHGLQ0D\
The Auto Components Working Group hopes that the

that prevent the use of trademarks and proprietary

Chinese Government will adopt more concrete actions

QDPHV RZQHG E\ WKH 2(0V   WKH XVH RI ZDUUDQW\

to promote the use of green technologies (for example,

FODXVHVWRDYRLGXVHRIWKH,$0 WKHORZTXDOLW\DQG

tyre pressure monitoring systems) in the automotive

SRRUVHUYLFHRIVRPH,$0ZRUNVKRSVDQG WKHODFNRI
control of counterfeits products of workshops.

and fuel supply industry, and strictly enforce relevant
regulations and standards.

In order to promote the services of IAM workshops,

Key Recommendations

Promotion of the Service of the Auto Repair Industry

to the IAM the same DXWKRULVHGSDUWVXVHGIRUWKH¿UVW

Section Three: Trade in Goods

to improve air quality, a more sustainable way is to use
green technologies and continuously implement stricter

WKH 0LQLVWU\ RI 7UDQVSRUW 027  WRJHWKHU ZLWK 
other ministries, issued the *XLGHOLQH 2Q 3URPRWLQJ
WKH 7UDQVIRUPDWLRQ DQG 8SJUDGLQJ RI WKH$XWRPRELOH
Repairing IndustryRQth6HSWHPEHU
2Qst-DQXDU\WKHQDWLRQDOstandard Conditions
of Commencing Business in Vehicle Maintenance

1. Regulate the Automotive Independent
Aftermarket and Vehicle Technical
Information and Data More Effectively
1.1 Allow Access to the Automotive Independent
Aftermarket Business

Industry *%7   Conditions) was formally

Concern

implemented under the guidelines of the MOT. All
operators that intend to apply for a vehicle maintenance

Original part suppliers are often blocked by OEMs
from selling in the independent aftermarket the same
authorised auto components supplied by OPSs to
2(0VIRUWKH¿UVWLQVWDOODWLRQRQWKHYHKLFOHV

business licence and road transport permit should
SUHSDUH DQ DSSOLFDWLRQ LQ DFFRUGDQFH ZLWK WKH QHZO\
issued Conditions.

Assessment
Measures to Combat Pollution
Environmental pollution is one of the most pressing
issues the government has to tackle to ensure that
China’s economic development is sustainable. Premier
/L.HTLDQJPDGHD¿UPGHFODUDWLRQLQKLV*RYHUQPHQW
Working Report during the National People’s Congress
13& LQ0DUFKVWDWLQJWKHJRYHUQPHQW¶VVWURQJ
determination to “declare war against pollution and
¿JKWDJDLQVWLWZLWKWKHVDPHGHWHUPLQDWLRQZHEDWWOHG
poverty”, with further improvements expected in the near
future. Although restricting the use of vehicles helps
  3UHPLHU /L¶V  *RYHUQPHQW :RUNLQJ 5HSRUW &KLQDFRPFQ 
0DUFK  YLHZHG  st  0D\  KWWSZZZFKLQDFRPFQ
QHZVOLDQJKXLFRQWHQWBKWP!

th
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Frequent restrictions imposed on OPSs selling to
the independent aftermarket clearly limit the choice
for consumers in the automotive aftermarket, and
IRUFHVWKHPWRFKRRVHRQO\EHWZHHQHLWKHU6VWRUHV
which are controlled by vehicle manufacturers selling
authorised parts at a significant premium price, or 4L
Pei Cheng where inferior quality products or counterfeit
products are sold.6
Technically, such direct or indirect restrictions, often
‘Made in China 2025' plan unveiled, China Dailyth0D\YLHZHGst May,
KWWSZZZFKLQDGDLO\FRPFQEXVLQHVVFRQWHQWB
KWP!
6 A 4L3HL&KHQJ (‘auto parts town’) is a comprehensive, multifunctional market
that hosts the wholesale, shipment and retail of auto components on a
nationwide scale.
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Third Plenum Reality Check
What did by the Third Plenum’s Decision7
say?
Enacting market rules that are fair, open
and transparent.

What is the reality?

Status

European automotive suppliers in China are often
IRUFHGWRHVWDEOLVK-9VZLWK&KLQHVH2(0VLQRUGHUWR
JHWEXVLQHVV .5
The presence of counterfeit products is the strongest

Deepening reform of the administrative

impediment to the development of a healthy independent

ODZHQIRUFHPHQWV\VWHP

aftermarket. This inhibits growth for real competition in
WKHVHUYLFHDQGUHSDLURIYHKLFOHV .5DQG.5

imposed by certain vehicle manufacturers on an OPS,

FXUUHQW$QWLPRQRSRO\ /DZ $0/  2Q WKH TXHVWLRQ RI
H[FOXVLYLW\DVUHJXODWHGE\WKH$0/
 $UWLFOH  RI WKH$0/ VWDWHV ³$ EXVLQHVV RSHUDWRU
with a dominant market position shall not abuse its

establish their branded distribution and aftermarket
VHUYLFH V\VWHP 2Q st$SULO  WKH Implementing
Measures for Branded Sales were officially published
DQGFDPHLQWRHIIHFWZKLFKIXUWKHUVSHFL¿HGKRZHDFK
auto maker shall distribute their vehicles through one
general distributor in China who has the exclusive
SRZHU WR QRPLQDWHFKRRVH WKHLU GHOHJDWHG GHDOHUV WR
carry out sales and aftermarket service business in
China.

GRPLQDQWPDUNHWSRVLWLRQWRFRQGXFWIROORZLQJDFWV´


$UWLFOH    ³UHTXLULQJ D WUDGLQJ SDUW\ WR WUDGH
exclusively with itself or trade exclusively with
a designated business operator(s) without any
MXVWL¿DEOHFDXVH´

Based on the 1RWLFHRQ6XVSHQVLRQRI)LOLQJIRU9HKLFOH
*HQHUDO'HDOHUVDQG%UDQG$XWKRULVHG'HDOHUV, released
RQ st -XO\  DQG WKH *XLGHOLQH 2Q 3URPRWLQJ
WKH 7UDQVIRUPDWLRQ DQG 8SJUDGLQJ RI 7KH$XWRPRELOH
Repairing IndustryUHOHDVHGRQth6HSWHPEHU
it is becoming increasingly apparent that the Chinese
authorities are aware of this contradictory situation and

,Q 6HSWHPEHU   35& PLQLVWULHV LQFOXGLQJ
the MOT and the National Development and Reform
Commission (NDRC), jointly issued the *XLGDQFH RI
3URPRWLQJ7UDQVIRUPDWLRQDQG8SJUDGHDQG,PSURYLQJ
6HUYLFH4XDOLW\RI$XWRPRWLYH5HSDLULQJ,QGXVWU\, which
addressed concerns about improving the accessibility
of the IAM market.$OVRVLQFH1RYHPEHU&KLQHVH
legislators have been drafting the Automotive Sales
Administrative Measures in this regard. The Auto
Components Working Group hopes that this draft
regulation can be promulgated and enforced at an early
stage.

are trying to correct it.

While the original and early policies did play a positive
role in regulating the Chinese automotive distribution

The key driver of some monopoly situations in the
Chinese vehicle aftermarket is the current Auto Industrial
Development Policy and the corresponding implementing
measures entitled Administrative Measures for Branded

order, the market has matured since then and is ready
for greater liberalisation. With the ‘obligations’ set forth
for vehicle manufacturers in these policies, the auto

9HKLFOH 6DOHV ,Q WKH Auto Industrial Development
PolicyHIIHFWLYHst0D\ UHYLVHGRQth August,
 $UWLFOH  DQG  FUHDWH D QHZ YHKLFOH VDOHV
and service method by obliging each auto maker to
7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision.

SDUWV VXSSO\ WR 6 VKRSV LV FRQWUROOHG E\ WKH YHKLFOH


*XLGDQFHRI3URPRWLQJ7UDQVIRUPDWLRQDQG8SJUDGHDQG,PSURYLQJ6HUYLFH
4XDOLW\RI$XWRPRWLYH5HSDLULQJ,QGXVWU\ MOT, NDRC, Ministry of Education
(MOE), Ministry of Public Security (MPS), Ministry of Environmental Protection
0(3  0LQLVWU\ RI +RXVLQJ DQG 8UEDQ5XUDO 'HYHORSPHQW 02+85' 
MOFCOM, SAIC, Administration of Quality Supervision, Inspection and
4XDUDQWLQH $46,4 &KLQD,QVXUDQFH5HJXODWRU\&RPPLVVLRQ &,5& th
6HSWHPEHUYLHZHGth0D\KWWSZZZPRFJRYFQ]I[[JNEQVVM
GO\VVWBKWPO!
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FRQVWLWXWHDµPRQRSRO\DJUHHPHQWDUUDQJHPHQW¶ZKLFK
restricts free competition, and therefore, to the working
group’s understanding, should be prohibited under the

manufacturers and sold to consumers at high prices.

following restrictions imposed on an OPS regarding

Research by the China Automotive Maintenance

access to the automotive aftermarket are prohibited and
DXWRPDWLFDOO\YRLGDVWKH\YLRODWH(8FRPSHWLWLRQODZ

Association  showed that if the vehicles were to be
assembled by putting together the separate parts

 $UWLFOH  E ³7KH UHVWULFWLRQ DJUHHG EHWZHHQ D

purchased in the authorised network, the total cost
FRXOGEHXSWRSHUFHQWSHUFHQWRUHYHQ

supplier of spare parts, repair tools or diagnostic
or other equipment and a manufacturer of motor

per cent of the vehicles' retail price. In mature markets

vehicles, of the supplier’s ability to sell those goods

DUHDVRQDEOHUDWLRLVFRQVLGHUHGWREHDURXQGSHU
cent.

to authorised or independent distributors or to

The proliferation of counterfeit parts is an additional
the high prices of authorised components, many

Regarding tooling, the Commission Notice, Supplementary
*XLGHOLQHV RQ 9HUWLFDO 5HVWUDLQWV LQ$JUHHPHQWV IRU
the Sale and Repair of Motor Vehicles and for the

unauthorised and fake products are widely available

Distribution of Spare Parts for Motor Vehicles (Text

in small repair stores and markets. A survey released
RQ  th 0DUFK  FRQGXFWHG E\ WKH China Auto
Newspaper VKRZV WKDW DPRQJ  FRQVXPHUV  SHU

ZLWK(($UHOHYDQFH  & H[SODLQVWKH(8
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negative side effect of this high price gap. Due to

authorised or independent repairers or end users.”

Commission’s perception of the EU rules, especially
ZLWKUHVSHFWWRWKHDERYH&RPPLVVLRQ5HJXODWLRQ

FHQW ZHUH FKHDWHG ZLWK FRXQWHUIHLW SDUWV DQG  SHU
cent of them, with little knowledge of how to protect
their consumer rights, chose to take no actions.

 3DUDJUDSK³$UWLFOH E RIWKH0RWRU9HKLFOH%ORFN
Exemption Regulation concerns any direct or indirect
restriction agreed between a supplier of spare parts,

To ensure fair competition in the automotive aftermarket
between vehicle manufacturers and vehicle components

repair tools or diagnostic or other equipment and

suppliers, the latter should have general access to the
automotive aftermarket, so that Chinese consumers

supplier's ability to sell these goods to authorised
DQGRU LQGHSHQGHQW GLVWULEXWRUV DQG UHSDLUHUV 6R
called ‘tooling arrangements’ between component

FDQKDYHWKHRSSRUWXQLW\WRSXUFKDVHKLJKTXDOLW\VSDUH
parts of matching quality at a competitive price. Chinese
market regulators should clearly prohibit restrictions

a manufacturer of motor vehicles, which limits the

suppliers and motor vehicle manufacturers are one
example of possible indirect restrictions of this type.”

preventing or limiting vehicle components suppliers’
access to this market. Again, the Auto Component
Working Group hopes that the promulgation of the
Automotive Sales Administrative Measures can address

Regarding intellectual property rights (IPR), the use
by car manufacturers of alleged design rights to

this issue with a legislative approach.

restrict original OPSs sales to the IAM appears to be
all the more groundless in light of OPSs’ significant
contribution to the design, development and innovation

The issue discussed above is not unique to China.
In fact, it has been handled in various ways in other
markets.

of such products. Numerous countries, mainly in the
EU but outside the EU as well, have thus adopted
regulations whereby a vehicle manufacturer cannot

As a general concern, under the current European

use its patent design rights on visible parts to restrict
the spare parts used to repair or restore the initial

Union (EU) rules (Commission Regulation (EU) No
RIth0D\RQWKHDSSOLFDWLRQRI$UWLFOH
  RIWKH7UHDW\RQWKH)XQFWLRQLQJRIWKH(XURSHDQ

DSSHDUDQFHRIDFRPSOH[SURGXFW WKHVRFDOOHGµUHSDLU
clause’). These provisions are respected by European
vehicle manufacturers; as a matter of fact, with the

8QLRQ WR &DWHJRULHV RI 9HUWLFDO $JUHHPHQWV DQG
&RQFHUWHG 3UDFWLFHV LQ WKH 0RWRU 9HKLFOH 6HFWRU  WKH

cooperation of European vehicle manufacturers, the EU
enjoys the presence of the IAM as a reliable source for
repair and maintenance. As a result, there are several

 %HKLQGWKH+LJK0DLQWHQDQFHDQG5HSDLU)HHV&KLQD'DLO\th$SULO
YLHZHGst-XQHKWWSZZZFKLQDGDLO\FRPFQKTJMMU\Z

important benefits, such as the creation of qualified
jobs in the IAM, the promotion of healthy competition

FRQWHQWBKWPO!
 50% have been cheated by fake parts, but 60% chose not to protect their legal
interests*DVJRR,QIRUPDWLRQ&HQWUHth0DUFKYLHZHGth0D\
KWWSDXWRJDVJRRFRP1HZVVKWPO!
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between the authorised networks and the IAM, a wider
range of choices for consumers for service and repair
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DQGDPDUNHWGULYHQSULFHIRUVXFKVHUYLFHV

the vehicle manufacturer, the vehicle or engine model or

In China, the SAIC issued the Provisions on Prohibition
of the Abuse of Intellectual Property Rights to Eliminate
or Restrict Competition RQ  $SULO 
th

2015/2016



type, it will be impossible for customers and consumers
to associate the part to the brand, type of vehicle or
engine, which as a matter of fact obliges them to use

and the

the parts sold by the vehicle manufacturer through their

Chinese regulators should enforce such rules in the
automotive industry.

authorised network, or to use products of inferior quality
not authorised by the vehicle manufacturer or facilitate
the choice of counterfeit parts.

Based on the above, stricter enforcement of existing
$0/ UXOHV WRJHWKHU ZLWK SURKLELWLRQ RI UHVWULFWLYH
practices, are necessary to guarantee healthy
competition between OPSs and vehicle manufacturers

6XFK SURKLELWLRQV FDQ EH LQFOXGHG LQ OHJDOO\ELQGLQJ
contracts regulated by compulsory Chinese laws. The
guidelines and suggestions issued so far do not have

in the automotive aftermarket.

any equivalent legal power.

However, considering that OPSs depend heavily on

In fact, restrictions are still in place and OPSs must

projects granted by vehicle manufacturers, they may

comply with the provisions included in binding

fear retaliatory commercial measures and thus be

agreements.

UHOXFWDQWWRUDLVHQRQFRQ¿GHQWLDOFODLPVRUFRPSODLQWV

Case Study

correct this situation through an enlarged list of
restricted practices and reinforced rights for relevant
authorities to initiate investigations based on practices

The following case refers to an actual occurrence of

observed on the market or verbal information received
RQDFRQ¿GHQWLDOEDVLV$IXOOFRPSUHKHQVLYHWH[WZLWK

towards a subsidiary of an auto supplier (Company
B).

an OEM (Company A) using its dominant position

appropriate recitals will facilitate sometimes difficult
interpretation.
9DULRXV JRYHUQPHQWDO ERGLHV KDYH LVVXHG JXLGHOLQHV
and suggestions to prevent vehicle manufacturers
from applying restrictions to OPSs in manufacturing
and distributing equivalent authorised parts in the
independent aftermarket.
Such restrictions by vehicle manufacturers may not
only apply to the sales of original parts but also to the
use of trademarks and proprietary names on the parts.
This may create a differentiation between parts sold by
WKH6VKRZLQJRULJLQDOHTXLSPHQW 2( WUDGHPDUNVRU
proprietary names, and those sold in the independent
aftermarket without these OE trademarks or proprietary
names. Not only would this differentiation make it
difficult for end users to confirm that the parts can be
¿WWHGRQWKHLUYHKLFOHVEXWLWZRXOGDOVRPDNHLWGLI¿FXOW
to justify that they are authorised parts rather than fake
products.
Even if the original parts sold in the aftermarket do not
violate any restriction, without mentioning the name of
 Provisions on Prohibition of the Abuse of Intellectual Property Rights to Eliminate
or Restrict Competition6$,&th0D\YLHZHGth-XQHKWWS
JNPOVDLFJRYFQDXWRDXWRWBKWP!

Company B is an authorised supplier of original
parts to Company A.
Company A has requested Company B to sign
a supply contract whereby any use of Company
B’s trademarks, logos and proprietary names is
prohibited.
In addition, Company B has the obligation of assuring
that no other subsidiary of Company B uses those
trademarks, logos and proprietary names.
Another subsidiary of Company B has replicated
products based on reverse engineering of the
original product and manufactured these products
in a different factory with a different set of tooling.
Company A has found such products sold in the
independent aftermarket and has threatened
Company B with breach of contract and cancellation
of the status of ‘preferred supplier’, together with a
claim for damages.
The clauses included in the contract by Company
A prohibiting Company B and all the subsidiaries

Auto-Components Working Group
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when facing restrictive practices. Regulation can

of Company's B group from using in any way

certified parts are authorised to be sold to the

trademarks, logos and proprietary names as a
matter of fact exclude any possibility for Company

aftermarket.

B to participate with its product in the IAM.

1.2 Improve Access to Technical Information

All the above violate the Provisions on Prohibition
of the Abuse of Intellectual Property Rights to

Concern

Eliminate or Restrict Competition, which was issued

have access to the technical information necessary to
carry out diagnosis and the subsequent repairs and

by the SAIC, whereby a vehicle manufacturer

Independent aftermarket operators currently do not

could not use its IPR, especially its design rights
on visible parts, to restrict the OCS’s ability to sell

maintenance on increasingly sophisticated vehicles,

spare parts for vehicle repair which will eliminate

aftermarket.

which limits the choice for consumers in the automotive

DQGRUUHVWULFWIUHHFRPSHWLWLRQ
Assessment
According to Chinese regulations, vehicle manufacturers

Section Three: Trade in Goods

Recommendations
 Revise the current Auto Industry Development Policy
and promulgate the Automotive Sales Administrative
Measures to ensure free and balanced market
competition in vehicle aftermarket service.
 Stipulate regulations to enforce the *XLGDQFH RI
3URPRWLQJ7UDQVIRUPDWLRQDQG8SJUDGHDQG,PSURYLQJ
6HUYLFH 4XDOLW\ RI$XWRPRWLYH 5HSDLULQJ ,QGXVWU\
MRLQWO\LVVXHGE\&KLQHVHPLQLVWULHVLQ6HSWHPEHU
LQ%HLMLQJ
 Adopt and enforce the regulations as stated in
the Provisions on the Prohibition of the Abuse of
Intellectual Property Rights to Eliminate or Restrict
Competition, which was issued by the SAIC, whereby

do not have any legal obligation to give independent
operators access to technical information.
:LWK WKH DGRSWLRQ RI VHFWRUVSHFLILF JXLGHOLQHV WKH
EU has emphasised the importance of independent
operators – distributors and garages. It has recognised
that the independent aftermarket increases choice for
consumers and keeps the price of repairs competitive
by putting pressure on car manufacturers’ authorised
repair networks.
In order to truly achieve effective competition in
the aftermarket services market, it is essential that
independent operators can get the technical information

a vehicle manufacturer could not use its IPR,

necessary to carry out repairs and maintenance on

especially its design rights on visible parts, to restrict
the OPS’s ability to sell spare parts for vehicle repair

increasingly sophisticated vehicles. Several technical
(XURSHDQW\SHDSSURYDOUHJXODWLRQVLQWKH(8DOUHDG\
contain key provisions on the access to vehicle repair

ZKLFKZLOOHOLPLQDWHDQGRUUHVWULFWIUHHFRPSHWLWLRQ
 Adopt regulations whereby a vehicle manufacturer
FDQQRW XVH WRROLQJ DJUHHPHQWVDUUDQJHPHQWV WR
UHVWULFW WKH 236 IURP XVLQJ 2(0RZQHG WRROLQJ
exclusively for the OEM.
 Adopt regulations whereby a vehicle manufacturer
FDQQRW IRUELG WKH 236 IURP XVLQJ WKH 2(0RZQHG
commercial names, trademarks and other proprietary
names for the sole purpose of identifying the
application of the products.
 &RQWLQXHWKHHIIRUWVWRHQIRUFHUHOHYDQW&KLQHVH$QWL
0RQRSRO\ /DZ SURYLVLRQV ZKLFK JXDUDQWHH JHQHUDO
accessibility of the automotive aftermarket business
to all vehicle components suppliers.
 Allow OPSs to access the auto aftermarket by
allowing them to sell spare parts of matching quality
to independent repair shops.
 Promulgate a regulation according to which only
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and maintenance information for independent operators.
The regulations contain a generic definition of technical
information, which provides a good summary of
what technical information is required for the repair
and maintenance of vehicles  – vehicle repair and
maintenance information required for diagnosis, servicing,
inspection, periodic monitoring, repair, reprogramming
RUUHLQLWLDOLVLQJRIWKHYHKLFOHZKLFKWKHPDQXIDFWXUHUV
provide for their authorised dealers and repairers,
including all subsequent amendments and supplements
to such information.

 &RPPLVVLRQ5HJXODWLRQ (8 1RRIth0D\RQWKH$SSOLFDWLRQ
RI$UWLFOH  RIWKH7UHDW\RQWKH)XQFWLRQLQJRIWKH(XURSHDQ8QLRQWR
&DWHJRULHVRI9HUWLFDO$JUHHPHQWVDQG&RQFHUWHG3UDFWLFHVLQWKH0RWRU9HKLFOH
6HFWRU(XURSHDQ3DUOLDPHQWst-XQHYLHZHGth0D\KWWSHXU
OH[HXURSDHXOHJDOFRQWHQW(17;73')"XUL &(/(;5 IURP (1!

European Business in China Position Paper
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The way in which technical information is supplied is
also important. Access should be given upon request
and without undue delay, in a useable form, and the
price charged should not discourage access to it by
failing to take into account the extent to which the

2015/2016

WR &RPPLVVLRQ 5HJXODWLRQ (&  1R   
shall have access to such records free of charge and
under the same conditions as authorised dealers or
repairers in order to record information on repair and
maintenance performed.

independent operator uses the information.
Manufacturers shall also make training material
7DNLQJ(85HPLVVLRQVUHJXODWLRQ$UWLFOH

available to independent operators and authorised

 DQG LWV DPHQGPHQWV  DQG  DV D

dealers and repairers.”

UHIHUHQFH
The Auto Components Working Group, and especially
“Manufacturers shall provide unrestricted and standardised

the IAM Desk, have been closely involved with the

access to vehicle repair and maintenance information

call for comments action related to improved access

to independent operators through websites using a

to technical information launched by the MOT in

standardised format in a readily accessible and prompt

-DQXDU\DQGZRXOGZHOFRPHWULDOPHWKRGVEHLQJ
introduced within the year.

PDQQHU DQG LQ D PDQQHU ZKLFK LV QRQGLVFULPLQDWRU\
compared to the provision given or access granted
to authorised dealers and repairers. With a view to
information shall be submitted in a consistent manner
(initially in accordance with the technical requirements

Recommendation
 Enforce the regulations that permit independent
operators to access technical information from
vehicle manufacturers.

of the Open Artwork System Interchange Standard
(OASIS) format).
7KHLQIRUPDWLRQVKDOOLQFOXGH
 DQXQHTXLYRFDOYHKLFOHLGHQWL¿FDWLRQ
 VHUYLFHKDQGERRNVLQFOXGLQJUHSDLUDQGPDLQWHQDQFH
records;
 WHFKQLFDOPDQXDOV
 FRPSRQHQW DQG GLDJQRVLV LQIRUPDWLRQ VXFK DV
minimum and maximum theoretical values for
measurements);
 ZLULQJGLDJUDPV
 GLDJQRVWLF WURXEOH FRGHV LQFOXGLQJ PDQXIDFWXUHU
VSHFL¿FFRGHV 
 WKH VRIWZDUH FDOLEUDWLRQ LGHQWLILFDWLRQ QXPEHU
applicable to a vehicle type;
 LQIRUPDWLRQ SURYLGHG FRQFHUQLQJ DQG GHOLYHUHG E\

1.3 Enlarge End Consumer Choices During Both the
Statutory Warranty Period and Any Extended
Warranty Period
Concern
During the Auto Warranty Period (repair, replacement
and refund), all services and repairs must be carried
out by the vehicle manufacturers’ network, otherwise it
will not conform to the 7KUHH *XDUDQWHHV regulations
(5 5HJXODWLRQV), thereby limiting consumers’ choice
LQ VHUYLFLQJ DQG UHSDLULQJ RI QRQVWDWXWRU\ DXWR
components and parts in the automotive aftermarket.
Assessment
It is currently required by the 5 5HJXODWLRQV, with

means of, proprietary tools and equipment;
 GDWDUHFRUGLQIRUPDWLRQDQGWZRGLUHFWLRQDOPRQLWRULQJ

respect to stipulated responsibilities on the part of
sellers for the repair, replacement and refund of private
cars manufactured and sold in China during the auto

and test data; and
 VWDQGDUG ZRUN XQLWV RU WLPH SHULRGV IRU UHSDLU DQG
maintenance tasks if made available, either directly

warranty period, that all services and repairs must
be carried out by the vehicle manufacturers’ network,
otherwise it will be considered as not conforming.

or through a third party, to manufacturers’ authorised
dealers and repairers.

The new regulation protects the rights of customers

Where vehicle repair and maintenance records are
kept in a central data base of the vehicle manufacturer

to a great extent, but damages the right of choice for
customers and the development of repair shops beside
the vehicle manufacturers’ network, which limits the

or on its behalf, independent repairers, approved
DQG DXWKRULVHG DV UHTXLUHG LQ SRLQW  RI$QQH[ ;,9

choice for consumers in the servicing and repairing of

Auto-Components Working Group
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facilitating the achievement of this objective, the

QRQVWDWXWRU\ DXWR ZDUUDQW\SHULRG FRPSRQHQWV DQG

punishment, including imprisonment.

parts in the automotive aftermarket. Referencing the
experience from the EU, one of the major improvements

As a consequence of this legal differentiation,

LQWKHQHZ(XURSHDQ&RPSHWLWLRQ/DZIUDPHZRUNLVWKDW
vehicle manufacturers may not make the warranties

counterfeiters are not deterred from manufacturing,
distributing, or selling counterfeit parts, albeit in smaller

conditional on the repair and servicing of a vehicle
within their network, or on the use of their own

quantities. In fact, the number of counterfeiters has
multiplied while the overall presence of counterfeit

branded spare parts. According to the new set of rules,

products maintained its status quo. With the pervasive

consumers have the right to use any repair shop for

existence of counterfeiters, investigation and
prosecution of perpetrators has become extremely

QRQZDUUDQW\ ZRUN GXULQJ ERWK WKH VWDWXWRU\ ZDUUDQW\
period and any extended warranty period. Of course,

costly for the lawful brand and trademark owners, as in

every operator is subject to statutory product and

most cases only very small quantities are seized but the

service liability. Thus, anyone who damages a vehicle

fees incurred to the OPS are often large, fixed sums.

as a result of negligent work or use of defective parts is

Even when cases are brought to justice, the burden

responsible for it.

for the plaintiff includes the cost of transportation of

Section Three: Trade in Goods

the seized goods to the warehouses designated by
This improvement could be considered and adopted in

the authorities, the cost of storage and the cost of

China.

destruction.

Recommendation
 Strengthen enforcement of regulations that permit

Additionally, repetitive investigations initiated by the

independent operators’ access to the end consumer

counterfeiters face extremely lenient punishments that

IRU QRQZDUUDQW\ ZRUN GXULQJ ERWK WKH VWDWXWRU\
warranty period and any extended warranty period.

do not necessarily deter them from engaging again in
the same illegal activities.

2. Strengthen Law Enforcement and Enhance
Protection of Intellectual Property Rights
(IPR)

Aside from the economic costs incurred in the investigation

OPS are not at all sustainable in the long run, for

and prosecution of counterfeit part manufacturers, other
social costs imposed by the manufacturing of counterfeit
parts also exist.

Concern
The widespread presence of counterfeit parts in the
IAM causes mistrust among vehicle owners and users.

In terms of passenger car safety, counterfeit auto parts
often raise concerns regarding their ability to meet

Confronted with the uncertainties involved in parts
purchased through IAM, an authorised network is
always preferred for the repair, service and maintenance

safety requirements imposed by the authorities. With its
potential to cause serious consequences to users, fatal
risks involved in the use of counterfeit part should be

of automobiles, meaning that the IAM cannot play its
competitive role in the market as a balancing force to
the authorised network.

taken into consideration in regulating counterfeit auto
components.

Assessment

From a profit perspective, the high profit embedded
in the production and sale of counterfeit parts often

The current law differentiates between the manufacturing,
distribution and sales of small and large quantities of
counterfeit products.

provides the wrong incentive for both manufacturers
of automotive components and authorised networks.
)DFHGZLWKWKHSRWHQWLDOSUR¿WWKDWFRXOGEHJHQHUDWHG

If those engaged in the above activities are found in
possession or trading of small quantities, the law treats

through the production of counterfeit products, domestic
manufacturers of automotive components are more
encouraged to counterfeit instead of innovating or

such an offence as a civil case with extremely mild
punishments for the culprits. Only when the quantities

improving existing products. With the amount of
trust endowed by customers and the profitability

are considered to be large and substantial in value
can the case be treated as a penal one with tougher

involved, authorised networks also find it tempting
to sell counterfeit parts alongside those of vehicle
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manufacturer brands, which in turn infringes consumer
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new.

rights and undermines fair competition in the market.
A similar problem occurs when bringing new test
For the manufacturing industry, the damage done can

equipment to China. Some test rigs are manufactured,

EHORQJWHUP,QDELOLW\WRLQQRYDWHDQGGHYHORSLQGXVWULDO

assembled and tested abroad. These tests are carried

NQRZKRZZLOOLQHYLWDEO\OHDYH&KLQHVHPDQXIDFWXUHUV
stranded and dependent on foreign technologies in the

out using prototypes or other samples. After successful

long run. From a global trade perspective, exportation

&KLQDZKHUHLWLVUHDVVHPEOHG8VXDOO\DQDFFHSWDQFH

of counterfeit products worldwide can also pose threats

UXQ LV FDUULHG RXW DIWHU WKH PDFKLQH LV UHDVVHPEOHG

internationally to consumers’ perceptions of Chinese
products.

using the same prototypes or samples that were

acceptance, the test rig is disassembled and shipped to

used for the initial test abroad. As these prototypes or
samples are then ‘used’, they might be banned from

Recommendations

being imported into China.

 Define the manufacturing, distribution and sales of
counterfeit products—and in general the infringement
of any IP held by the genuine IPR owner—as a penal

:KHQ 5 ' FHQWUHV DEURDG LQVWDOO QHZ VWDWHRIWKHDUW

crime.

is still very useful. It is a great benefit to install them

3. Remove Obstacles to Research and
Development (R&D)

IRU H[DPSOH LQ 5 ' ORFDWLRQV LQ &KLQD 1HYHUWKHOHVV
Chinese regulations are very strict when it comes to
importing used equipment into China, making it very
GLI¿FXOW RU VRPHWLPHV DOPRVW LPSRVVLEOH WR EULQJ WKLV
equipment to China.

Concern

Recommendation

,Q DQ LQWHUQDWLRQDO 5HVHDUFK DQG 'HYHORSPHQW 5 ' 
environment, even though it is necessary to bring used

 Ease the restrictions on importing used prototypes
DQG WHVW VDPSOHV IRU 5 ' DSSOLFDWLRQV DQG XVHG

test equipment, test samples and prototypes in and out

5 'HTXLSPHQW

of China, such importation of certain used products is
prohibited or restricted by Chinese customs.

,PSURYH(I¿FLHQF\LQWKH6XSSO\&KDLQ

Assessment
Chinese regulations have created a favourable

Concern
European automotive suppliers in China are often

HQYLURQPHQWIRUIRUHLJQFRPSDQLHVWRFDUU\RXW5 'LQ
China. More and more foreign companies are setting
XS5 'FHQWUHVLQ&KLQDDQGWUDQVIHUULQJH[SHUWLVHDQG

IRUFHGWRHVWDEOLVK-9VZLWK&KLQHVH2(0VLQRUGHUWR
get business.

technology to enable those centres to develop products
IRU&KLQDLQ&KLQD7KHVH5 'FHQWUHVEHFRPHDSDUW
of the global engineering network of a company.

Assessment
Global carmakers can only produce cars in China
WKURXJK -9V ZLWK &KLQHVH FDUPDNHUV :KLOH WKLV

The process of developing products includes the testing

is mandatory for carmakers, suppliers often see
WKHPVHOYHV FRPSHOOHG WR HVWDEOLVK -9V ZLWK WKH VDPH

of prototypes to make sure products meet specified
requirements. To make optimal use of its global
engineering resources, an international company

Chinese carmakers as well. In many cases, suppliers
WKDW GR QRW KDYH -9V ZLWK FDUPDNHUV ZLOO QRW JHW
FRQWUDFWVEHFDXVH-9SDUWQHUVDUHSUHIHUUHG,QVRPH

might conduct these tests in different locations, both
in and outside of China. Therefore, it is necessary to
transfer prototypes from China to other locations and

specific cases, sourcing decisions are not only made
regarding the vehicles of the Chinese carmaker, but
also, and more importantly, regarding the parts for the

from overseas to China. As the prototypes are used in
WHVWVWKH\FDQQRWEHGHFODUHGDVQHZDQ\PRUH<HWIRU

FDUVRIWKH-9V

different products, such as engines, it is not permitted
WRLPSRUWRUUHLPSRUWWKHPLQWR&KLQDXQOHVVWKH\DUH

7\SLFDOO\ D -9 VXSSOLHU KDV WKH &KLQHVH 2(0 DQG LWV
-9VDVPDLQFOLHQWVDQGLVQRWDEOHWRJHWFRQWUDFWVZLWK
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 Pursue with determination and administer severe
punishments for such crimes.

equipment, most of the time the replaced equipment

RWKHUVLJQL¿FDQW&KLQHVH2(0VDQGWKHLU-9V)RUWKLV
reason, many large global suppliers have set up several
-9VZLWKPDQ\GLIIHUHQWSDUWQHUV
7KHVH-9VDUHTXLWHLQGHSHQGHQWIURPWKHKHDGTXDUWHUV
of the suppliers. This makes it very difficult for the
suppliers to coordinate all activities in China. In some
cases suppliers are able to carry over the part from

role of Chinese shareholders.

Abbreviations
55HJXODWLRQV Three Guarantees Regulations
6



6DOHV6HUYLFH6SDUHSDUWVDQG6XUYH\

$0/

AQSIQ

$QWL0RQRSRO\/DZ
Administration of Quality Supervision,
Inspection and Quarantine

the region of origin. In other cases, suppliers have not
EHHQ DEOH WR VHW XS D -9 ZLWK WKH &KLQHVH FDUPDNHU
because the Chinese carmaker may prefer single

CIRC

China Insurance Regulatory Commission

EU

European Union

VRXUFLQJ DQG GRHV QRW ZDQW WR HVWDEOLVK D VHFRQG -9

IAM

Independent Aftermarket

IRUWKHVDPHW\SHRISDUW,QWKLVFDVHD-9VXSSOLHULV

IP

Intellectual Property

often nominated, although the global carmaker does not
source the part from that supplier in the region of origin.
This presents a loss in terms of economies of scale for
Section Three: Trade in Goods

WKHRULJLQDOVXSSOLHUDQGDOVRIRUWKH-9VXSSOLHU
Furthermore global carmakers are compelled to transfer
NQRZKRZIURPRQHJOREDOVXSSOLHUWRDQRWKHU
The parts produced in this fashion tend to be more
expensive than they should be and the quality often
does not match the quality of the original part, because
in some cases the nominated suppliers do not master
all processes of the original supplier.
*OREDO VXSSOLHUV WUHDW WKHVH -9V FRUUHFWO\ DV HQWLWLHV
outside of the normal business activities and see
them only as units that make or assemble parts, not
DV XQLWV WKDW ZRXOG SHUIRUP DQ\ VLJQL¿FDQW 5 ' RWKHU
than adaptations of the parts carried over. This also
means that the Chinese carmaker which is the partner
LQ WKLV -9 ZLOO DOVR QRW JDLQ DQ\ UHDO NQRZKRZ EXW
will just learn how to produce or assemble a certain
part. Typically most of the value added is not in the
PDQXIDFWXULQJRUDVVHPEO\RIDSDUWEXWLQWKH5 'RI
the part.
,QDQ\FDVHDVXSSOLHU-9PHDQVDGGLWLRQDODGPLQLVWUDWLYH
functions that are duplicating the efforts of the
headquarters and that would be unnecessary if the
VXSSOLHU FRXOG RSHUDWH DV D ZKROO\ IRUHLJQRZQHG
enterprise (WFOE), again adding more cost into the
V\VWHPZLWKRXWDQ\DGGLWLRQDOEHQH¿W

Recommendation
 3KDVHRXWWKH-9UXOHIRUFDUPDNHUVDQGUHGXFHWKH
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IPR
-9
MEP

Intellectual Property Rights


-RLQW9HQWXUH
Ministry of Environmental Protection

MOE
MOFCOM
02+85'

Ministry of Education
Ministry of Commerce
0LQLVWU\RI+RXVLQJDQG8UEDQ5XUDO

MOT
MPS

Ministry of Transportation
Ministry of Public Security

09%(5

0RWRU9HKLFOH%ORFN([HPSWLRQ

NDRC

National Development and Reform
Commission
1HZ(QHUJ\9HKLFOH

Development



Regulation

1(9



NPC
OPS
OE

National People’s Congress
Original Part Supplier
Original Equipment

OEM
PARC

number of vehicles available in a certain

5 '
SAIC

Original Equipment Manufacturer



:)2( 

area
5HVHDUFKDQG'HYHORSPHQW
State Administration for Industry and
Commerce
:KROO\)RUHLJQ2ZQHG(QWHUSULVH
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Carbon Market Working Group

Key Recommendations
1. Promote Fairness, Openness and Transparency in China’s Pilot Emissions
Trading Schemes (ETSs)
 Provide access to complete, unrestricted data on trading, emissions and compliance.
 ,PSURYHWKHSROLF\PDNLQJSURFHVVE\LQYROYLQJDSSURSULDWHVWDNHKROGHUV
 ,QFUHDVHFRPSHWLWLRQDQGLPSURYHGDWDTXDOLW\LQWKHYDOLGDWLRQDQGYHUL¿FDWLRQVHUYLFHVPDUNHW
by accrediting designated operational entities (DOEs) based on merit and experience for
SDUWLFLSDWLRQLQWKHSLORW(76DQG&KLQHVH&HUWL¿HG(PLVVLRQ5HGXFWLRQ &&(5 VFKHPHV
 Promote fair treatment of all ETS participants by adopting allocation methodologies that recognise
DQGUHZDUGHQHUJ\HI¿FLHQF\DQGDGRSWLRQRIDGYDQFHGWHFKQRORJLHV
 Permit trading of forward and futures products.
Section Three: Trade in Goods

 Allow foreign entities to be members and active traders in the platforms of the various pilot ETSs
and future national ETS.

2. Develop the National ETS so that it Contributes to Cost-Effective Emission
Reductions En Route to a Low-Carbon China
 Acknowledge and stress the fundamental goal of emissions trading, which is to mitigate
emissions at the lowest possible cost.
 Determine the cap for the national ETS based on sound and transparent data.
 ([SOLFLWO\FRXSOHWKH(76GHVLJQLQWHUPVRIFDSVHWWLQJZLWK&KLQD¶VSOHGJHWRSHDNHPLVVLRQVDV
soon as possible.
 /LQNWKHGHVLJQLQWHUPVRIFDSVHWWLQJDQGRIIVHWXVHWRPLWLJDWHFRVWVLQWKH(76DQG²YLDWKH
RIIVHWPHFKDQLVPV²WRWKHQRQ(76VHFWRUV
 Give ample consideration to other key fundamental issues surrounding the national ETS design,
such as the link to other existing policies, the existence of a regulated power market in China
and the significant differences within China in terms of economic development, structure and
institutional capacity.

3. Urge Governments along with Civil Society and the Private Sector to Work
Together to Reach a New International Climate Change Agreement by 2015
 (QFRXUDJHWKH(XURSHDQ8QLRQ (8 WRVWLFNWRLWVELQGLQJHPLVVLRQVWDUJHWRIDWOHDVWSHU
FHQWGRPHVWLFUHGXFWLRQRIJUHHQKRXVHJDV *+* HPLVVLRQVE\FRPSDUHGWROHYHOV
in order to continue its leadership in tackling climate change while boosting innovation and
economic growth.
 ,QFHQWLYLVH&KLQDWRUHGXFHLWVHPLVVLRQVSHUXQLWRIJURVVGRPHVWLFSURGXFW *'3 E\WR
SHUFHQWIURPOHYHOVDQGLQFUHDVHWKHVKDUHRIQRQIRVVLOIXHOVDVSDUWRILWVSULPDU\HQHUJ\
FRQVXPSWLRQWRDERXWSHUFHQWE\LQOLQHZLWKVXEPLWWHGIntended Nationally Determined
Contributions (INDCs), while putting China on a low carbon pathway.
 5HFRJQLVH WKH QHHG IRU D SURDFWLYH UROH RI QRQVWDWH DFWRUV LQFOXGLQJ ORFDO JRYHUQPHQWV FLYLO
society and the private sector, to work together towards transformative and ambitious actions that
provide practical solutions commensurate with the challenge of climate change.

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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Introduction to the Carbon Market

Brussels. Both sides have committed to stepping up

Working Group

their cooperation to fight the global threat of climate
change. The statement also includes that the ongoing

The Carbon Market Working Group is comprised of

cooperation on emissions trading will be expanded, in

PHPEHUFRPSDQLHVUHSUHVHQWLQJDOODVSHFWVRIWKH

view of China’s plans to establish a nationwide ETS by

carbon market sector, including project developers,



carbon funds, investors, lawyers, auditors, consultants
compliance obligations.

From ETS Pilots Towards National ETS
China’s 12 th  )LYH<HDU 3ODQ )<3  OD\V RXW SODQV

The working group is interested in working with Chinese

to gradually set up a carbon trading market. In
1RYHPEHUWKH1DWLRQDO'HYHORSPHQWDQG5HIRUP

as well as financial institutions and companies under

and other stakeholders to ensure the sustainable
development of the carbon market in order to upgrade

Commission (NDRC) approved seven ETS pilots. Since

China’s industries and resolve its environmental
problems. With the pilot Emissions Trading Scheme

So far, very few carbon traders and investors from
Europe, North America and Australia have started

(ETS) presently in operation across China, the working

trading in China’s pilot markets due to poor liquidity and

Section Three: Trade in Goods

group is keen to understand and feed into the process
IURPD(XURSHDQEXVLQHVVLQ&KLQDSHUVSHFWLYH

PLG-XQHDOOVHYHQSLORWVKDYHEHHQRSHUDWLRQDO

a lack of transparency.
,QWKH1'5&DQQRXQFHGWKDWLWVQDWLRQDOFDUERQ

Recent Developments

trading scheme would begin in the second half of

2Q th 1RYHPEHU  WKH 8QLWHG 6WDWHV 86  DQG
China issued the 86&KLQD -RLQW$QQRXQFHPHQW RQ
Climate Change and Clean Energy Cooperation. For

might postpone the start of its national carbon market
XQWLO HDUO\  WR PDNH VXUH WKDW DOO WKH UXOHV DQG

the first time, China announced to peak its carbon
dioxide (CO HPLVVLRQVDURXQGZLWKWKHLQWHQWLRQ
WRWU\WRSHDNHDUO\DQGWRLQFUHDVHWKHQRQIRVVLOIXHO
VKDUHRIDOOHQHUJ\WRDURXQGSHUFHQWE\
2Q th 0D\  WKH 6WDWH &RXQFLO LVVXHG WKH SODQ
Made in China 2025.,WLVDWHQ\HDUDFWLRQSODQVWDWLQJ
that the Chinese manufacturing industry must cut its
FDUERQ LQWHQVLW\ E\  SHU FHQW E\  FRPSDUHG
WR  OHYHOV 7KH SODQ DOVR WDUJHWV WKH UHGXFWLRQ
RI HQHUJ\ LQWHQVLW\ LQ PDQXIDFWXULQJ WR  SHU FHQW
E\  Made in China 2025 accelerates China’s
decarbonisation process and puts itself on track to peak

%XWDFFRUGLQJWRDQ1'5&FOLPDWHRI¿FLDO&KLQD

UHJXODWLRQVDUH¿QDOLVHG6
China’s national ETS is expected to transform into a
PDWXUHPDUNHWE\DQGZRXOGWKHQEHWKHZRUOG¶V
biggest carbon market. At this stage it is still very
unclear how the national ETS will work.
&KLQHVH&HUWL¿HG(PLVVLRQ5HGXFWLRQ &&(5 7
'XULQJ D PHHWLQJ LQ )HEUXDU\   SURMHFWV ZHUH
approved to receive the offsets they applied for while
IRXU SURMHFWV ZHUH GHQLHG 6R IDU DURXQG  PLOOLRQ
CCERs have been issued, with the seven pilot markets

LWVJUHHQKRXVHJDV *+* HPLVVLRQVE\

DOORZLQJ XS WR  PLOOLRQ &&(5V WR EH XVHG LQ WRWDO
The seven pilots are expected to complete their annual
FRPSOLDQFHF\FOHE\WKHHQGRI-XQH

2Q  th -XQH  WKH (XURSHDQ 8QLRQ (8  DQG
China issued the (8&KLQD -RLQW 6WDWHPHQW RQ
Climate Change GXULQJ WKH  th bilateral summit in

2Q th 0D\  WKH 1'5& DQQRXQFHG WKDW &KLQD
issued three million CCERs eligible for compliance
use in its pilot ETSs, but the majority of the projects

 )$&76+((786&KLQD-RLQW$QQRXQFHPHQWRQ&OLPDWH&KDQJHDQG&OHDQ
Energy Cooperation7KH:KLWH+RXVHth1RYHPEHUYLHZHGth May,

 (8&KLQDVXPPLW(XURSHDQ&RPPLVVLRQth-XQHYLHZHGRQth July,
KWWSHXURSDHXUDSLGSUHVVUHOHDVHB,3BHQKWP!
 China takes step to set up carbon futures exchange, Carbon Pulsest April,

KWWSVZZZZKLWHKRXVHJRYWKHSUHVVRIILFHIDFWVKHHWXV
FKLQDMRLQWDQQRXQFHPHQWFOLPDWHFKDQJHDQGFOHDQHQHUJ\F!
 &KLQDVHWVFDUERQLQWHQVLW\UHGXFWLRQWDUJHWIRULQGXVWU\&DUERQ3XOVH,
th0D\YLHZHGth0D\KWWSFDUERQSXOVHFRPFKLQDVHWV
FDUERQLQWHQVLW\UHGXFWLRQWDUJHWIRULQGXVWU\!
 &KLQD¶VQHZFDUERQWDUJHWIRULQGXVWU\SDYHVZD\IRUHDUOLHU*+*SHDN±DQDO\VWV
Carbon Pulseth0D\YLHZHGth0D\KWWSFDUERQSXOVHFRP
FKLQDVQHZFDUERQWDUJHWIRULQGXVWU\SDYHVZD\IRUHDUOLHUJKJSHDNDQDO\VWV!
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YLHZHGRQth0D\KWWSFDUERQSXOVHFRPFKLQDWDNHVVWHSWR
VHWXSFDUERQIXWXUHVH[FKDQJH!
6 &KLQDFOLPDWHRI¿FLDOÀDJVSRWHQWLDOODWHUVWDUWIRUQDWLRQDO(76&DUERQ3XOVH,
th0D\YLHZHGrd-XQHKWWSFDUERQSXOVHFRPFKLQDFOLPDWH
RI¿FLDOÀDJVSRWHQWLDOODWHUVWDUWIRUQDWLRQDOHWV!
 CCERs are used in the Chinese domestic offset trading scheme. One CCER is
equal to one tonne of CO equivalent reduced from the atmosphere.
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Third Plenum Reality Check
What did the Third Plenum’s Decision
say?

What is the reality?

Status

7KHODXQFKRIWKH(76SLORWVLQUHSUHVHQWVRQH
of the first attempts in the use of the market as a tool
We will … implement a trading system for

to allocate resources and determine the price of a

«FDUERQHPLVVLRQ«HVWDEOLVKDPDUNHW
oriented mechanism to attract private

commodity. But it is now time to act on this principle and
develop the market in a fair, open and transparent way.

capital to ecological and environmental
protection.

The market mechanism should also be improved so
that the emissions price is determined by the market
resulting in lowest cost reductions.

receiving offsets are ruled out in most markets.

ELOOLRQFXELFPHWUHVFRPSDUHGWROHYHOV
Each INDC is considered as a building block towards a

2Q  th$SULO  WKH 6WDWH &RXQFLO DSSURYHG WKH
creation of a free trade zone (FTZ) in Guangdong

global climate deal to be sealed in Paris in December
DQGWRHQWHULQWRIRUFHLQ%\st November,

Province including the introduction of a new futures
exchange for carbon permits. This is said to make

WKH81)&&&VHFUHWDULDWZLOOSUHSDUHDV\QWKHVLV

China’s planned national ETS more attractive for

report to assess whether the submitted INDCs put us
on track to keep global warming below the ceiling of

international traders. The NDRC is strongly in favour of
carbon futures trading because it can boost liquidity and

&DERYHSUHLQGXVWULDOOHYHOV

provide a price signal to help emitters make investment

2Q th 0D\  WKH (8 FDOOHG RQ WKH 3DULV JOREDO

decisions.



United Nations Framework Convention on Climate
Change (UNFCCC) Negotiations
In the framework of the UNFCCC negotiations, it was
agreed that all “parties ready to do so” communicate
to the UNFCCC secretariat their Intended Nationally
'HWHUPLQHG&RQWULEXWLRQV ,1'&V E\st0DUFK
2Q -XQH&KLQDVXEPLWWHGLWV,1'&VLQZKLFK
LWSURPLVHGWKHIROORZLQJE\
th

climate deal to include clear provisions on how countries
can count the use of international markets towards their
climate commitments. The EU believes that a lack of
clear provisions would not only undermine the ambition
and environmental integrity of the global agreement
but also “the transparency of contributions and the
accountability of parties”.
Negotiations on the EU-China Comprehensive
Agreement on Investment (CAI)
The Carbon Market Working Group would like to

 To achieve the peaking of CO emissions around
DQGPDNLQJEHVWHIIRUWVWRSHDNHDUO\

emphasise the need to promote fairness, openness
and transparency in China’s Pilot ETSs by allowing the

 To lower CO emissions per unit of gross domestic
SURGXFW *'3 E\SHUFHQWWRSHUFHQWIURP
OHYHOV

market to play a greater role. Moreover, in order for the
future CAI to be truly comprehensive, it should include
FHUWDLQ SURYLVLRQV WKDW DGGUHVV ORZFDUERQ DQG ORZ

 7RLQFUHDVHWKHVKDUHRIQRQIRVVLOIXHOVLQSULPDU\
HQHUJ\FRQVXPSWLRQWRDURXQGSHUFHQW
 7RLQFUHDVHWKHIRUHVWVWRFNYROXPHE\DURXQG

emissions products and services, thereby enhancing
technology transfer around the globe.
 (QKDQFHG$FWLRQVRQ&OLPDWH&KDQJH&KLQD¶V,QWHQGHG1DWLRQDOO\'HWHUPLQHG
Contributions,th-XQHYLHZHGRQth-XO\KWWSZZZXQIFFFLQW

 &KLQDLVVXHVPLOOLRQ&&(5V&DUERQ3XOVHth0D\YLHZHGth May,
KWWSFDUERQSXOVHFRPFKLQDLVVXHVPLOOLRQFFHUV!
 China takes step to set up carbon futures exchange, Carbon Pulsest April,
YLHZHGth0D\KWWSFDUERQSXOVHFRPFKLQDWDNHVVWHSWRVHW
XSFDUERQIXWXUHVH[FKDQJH!
 Report of the Conference of the Parties on its nineteenth session, held in Warsaw
IURPWR1RYHPEHU81)&&&-DQXDU\YLHZHGRQ-XQH
KWWSXQIFFFLQWUHVRXUFHGRFVFRSHQJDSGISDJH !

VXEPLVVLRQV,1'&3XEOLVKHG'RFXPHQWV&KLQD&KLQDV,1'&
RQ-XQHSGI!
 (XURSHDQ &RPPLVVLRQ 'LUHFWRUDWH*HQHUDO IRU &OLPDWH$FWLRQ (XURSHDQ
&RPPLVVLRQth0D\YLHZHGrd-XQHKWWSHFHXURSDHXFOLPD
SROLFLHVLQWHUQDWLRQDOQHJRWLDWLRQVIXWXUHLQGH[BHQKWP!
 (8¿QGVYRLFHRQXVHRIFDUERQPDUNHWVLQ81FOLPDWHGHDO&DUERQ3XOVHnd
-XQHYLHZHGrd-XQHKWWSFDUERQSXOVHFRPHX¿QGVYRLFHRQ
XVHRIFDUERQPDUNHWVLQXQFOLPDWHGHDO!
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Carbon Futures Trading

Key Recommendations
1 . Promote Fairness, Openness and
Transparency in China’s Pilot Emissions
Trading Schemes (ETSs)

and the frequency of involvement still fails to meet the
stakeholders’ expectations.
Proposed allocation mechanism for new entrants in
the petrochemical and chemical industry
Relevant policies and rules are being formulated via

Concern
Although the launch of the pilot ETS represents a
milestone in the Chinese environmental regulatory
framework, the lack of fairness, openness and
transparency in the system creates an environment

D WRSGRZQ SURFHVV RQ WKH EDVLV RI UHVHDUFK E\ ORFDO
universities and consulting firms without significant
stakeholder involvement. As a result, a benchmark
based on tonnes of CO  SHU &KLQHVH <XDQ &1< 
output has been proposed.

in which fair competition is not guaranteed to all
participants.

But such a proposed benchmark is disconnected from
LQGXVWU\SHUIRUPDQFHLQWHUPVRIHQHUJ\HI¿FLHQF\DQG

Section Three: Trade in Goods

Assessment
Publication of ETS data
:HOOGHVLJQHGPHDVXUHPHQWUHSRUWLQJDQGYHUL¿FDWLRQ
059  JXLGHOLQHV DOWKRXJK QHFHVVDU\ DUH QRW
sufficient to establish the credibility of an ETS. Given
WKH LPSRUWDQFH DQG VHQVLWLYLW\ RI 059 GDWD PDUNHW
participants and the public in general are more likely to
trust its accuracy if the process by which it is collected
DQGYHUL¿HGLVSHUFHLYHGDVRSHQDQGDFFRXQWDEOHDQG
follows international standards.

neglects the heterogeneity within the industry sectors.
The lack of industry stakeholders’ involvement has
resulted in a regulation being produced which is not
coherent with the reality of a complex industry sector
and ultimately not effective in reaching its targets.
Accreditation of Foreign Designated Operational
Entities (DOEs)
In order to improve the credibility of pilot ETSs, China
needs to develop an effective, accountable regulatory
framework to measure, report and verify carbon

Emissions Trading Schemes regulators should provide

emissions.

access to complete, unrestricted data on trading,
emissions and compliance, which promotes public
FRQ¿GHQFHLQWKHHQYLURQPHQWDOLQWHJULW\RIWKHVFKHPH
and financial integrity of the allowance and CCER
market. This will provide an additional level of scrutiny,
allowing third parties and competitors to assist in
checking for irregularities and detecting fraud.
Regulated firms require market information regarding
supply and demand imbalances, and allowance usage
in order to design and implement a sound compliance
strategy. The lack of data not only harms the regulated
community, but also makes markets more volatile and
open to manipulation.
Stakeholder involvement
In a market aiming to be open, fair and transparent rule
making and communication between regulators and
stakeholders plays a very important role. Transparency
of information and appropriate and continuous
involvement of stakeholders are key to ensuring that
WKH UHJXODWLRQV DUH ZHOOWDUJHWHG FRKHUHQW ZLWK WKH
experience and the views of market participants, and
HYLGHQFHEDVHG 8QIRUWXQDWHO\ WKH OHYHO RI RSHQQHVV
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An essential role in providing reliable data is played
by DOEs, whose competence and quality of their
processes are paramount to ensure the ETS’s credibility
and integrity. Therefore, the implementation of an
effective accreditation process is key to ensuring that
'2(VRSHUDWLQJLQWKHVFKHPHDUHUHOLDEOHDQGTXDOL¿HG
to give an expert opinion on emission reports and to
HVWDEOLVKDQGLVVXHYHUL¿FDWLRQUHSRUWVDQGVWDWHPHQWV
The fact that it is taken for granted that an accreditation
process should rely on technical elements and aim
at the selection of the most qualified entities leads
to doubts over the effectiveness of China’s current
framework. The implemented accreditation rules, both
in the CCER scheme and pilot ETS, has resulted in
the exclusion of foreign DOEs and, in some cases, the
accreditation of entities previously not involved in any
emissions market.
No foreign DOE has received accreditation in any of the
 Notice on Carbon Emissions Intensity, Beijing Development and Reform
&RPPLVVLRQth0D\YLHZHGth-XQHKWWSZZZEMSFJRYFQ
W]WJWKWP!
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Chinese pilot ETSs so far, despite their accreditation in

terms of energy intensity of the different processes. This

more established emissions markets and experience
in validation and verification of emissions reduction

generates inconsistencies and hinders the deployment
RIPRUHHI¿FLHQWWHFKQRORJLHV

projects in China. This demonstrates that the
accreditation rules, or the way in which they are being

Trading of forward and futures products

applied, create unfair market entry barriers for foreign
entities and favour local DOEs. This approach weakens

China’s pilot ETSs still fail to ensure the volume of

WKHVFKHPHVE\

transactions which are necessary to provide an explicit
price signal to the market. The lack of liquidity, affecting

 denying access to much needed knowledge and

all pilot trading platforms, hinders the price discovery

international market experience;
 not enabling Chinese DOEs to improve their

process which is critical to the functioning of the market.

processes and qualifications by operating in the
same market with more experienced competitors;

Established platforms in the EU ETS, such as the
European Climate Exchange, enjoy high levels

 OHDYLQJWKH059PDUNHW²ZKLFKODFNVDVXIILFLHQW

of market liquidity as a result of a high volume of

number of qualified operators—vulnerable
to distortions, causing harm to the regulated

transactions. This liquidity is vital for price discovery
and has been mostly supplied to the market by trading

community; and

of forward and futures contracts.

 rendering Chinese DOEs more vulnerable to
Since allowances are needed for submission only once

less accountable, especially in a market unchecked
by competition.

a year under pilot ETS rules, there is little advantage for

Grandfathering versus benchmarking
The allocation method has to ensure that emissions
producers have a strong incentive to reduce emissions
and produce as efficiently as possible. In this regard,
free allocation on the basis of historical emissions is

investment to keep them for the whole year. However,
companies could take required positions in the futures
market during the year and switch those positions as
requirements of allowances materialise. This kind of
ÀH[LELOLW\LVDFKLHYHGZLWKGHULYDWLYHVWUDGLQJUDWKHUWKDQ
in a spot market.

problematic. With grandfathering, the plants that emitted

Foreign entity trading

most received most allowances, meaning that the
ELJJHVW SROOXWHUV EHQH¿WWHG WKH PRVW7KH H[SHFWDWLRQ

Allowing foreign entities to be members and active
traders in the platforms of the various pilot ETSs

of receiving further free allowances can also impact
LQYHVWPHQW GHFLVLRQV WRZDUGV D PRUH HPLVVLRQV

and the future national ETS will generate a number
of benefits for both the schemes and the entities.

intensive choice.

A trading company utilises consolidated tools and

2Q WKH RWKHU KDQG LQGXVWU\VSHFLILF EHQFKPDUNLQJ
based on tonnes of CO per unit of product has the
potential for creating a fairer system, as it is more
aligned with future growth, provides greater incentives

processes in order to monitor exposure and minimise
risks. The possibility of exploiting its centralised tools
and processes, including when trading on the various
Chinese platforms, will guarantee cost optimisation,
better control of operational risk and compliance,

for adopting emissions reduction technologies and
applying a consistent allocation methodology for both

consistent trading strategies and more effective risk
management.

new entrants and existing installations, and rewards
HDUO\DFWLRQ,WHQFRXUDJHVLPSURYHPHQWVLQHI¿FLHQF\
by allocating according to technology standards,

Opening trading to foreign entities will also generate
benefits for the Chinese platforms and exchanges.

whereas grandfathering may simply reward past
LQHI¿FLHQF\

Foreign companies will be able to manage risks more
effectively and will therefore be able to be more active
in the exchange and to provide more liquidity. The

&KLQHVH (76 LV PRYLQJ WRZDUG EHQFKPDUNEDVHG
allocation mechanisms. Nevertheless, the proposed

inclusion of highly specialised trading companies will
ultimately help all market participants to accelerate their

outcome for some industries, such as the petrochemical
and chemical industry, does not reflect its variety in

learning curve, both in risk management and in trading
strategies.
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&KLQHVHFRUSRUDWHLQÀXHQFHWKHUHE\PDNLQJWKHP

DQGOHDGLQJ*+*PLWLJDWLRQLQVWUXPHQWE\
Recommendations
 Provide access to complete, unrestricted data on

The final objective for the national ETS, as confirmed

trading, emissions and compliance.
 ,PSURYH WKH SROLF\PDNLQJ SURFHVV E\ LQYROYLQJ

by the NDRC and as outlined above, can only be
VXSSRUWHG$ZHOOGHVLJQHGQDWLRQDO(76IRU&KLQDFDQ

appropriate stakeholders.
 Increase competition and improve data quality in

ensure that emissions reductions are achieved at the
lowest possible cost by putting a clear price on carbon.

the validation and verification services market by
for participation in the pilot ETS and CCER

However, achieving a nationwide ETS is by no means
a given in China considering the various complexities

schemes.

that could impact its development. First, it is key that

accrediting DOEs based on merit and experience

 Promote fair treatment of all ETS participants by
adopting allocation methodologies that recognise

SROLF\PDNHUVFRQWLQXHWRVWUHVVWKDWHPLVVLRQVWUDGLQJ
is a tool with the primary objective of abating emissions,

and reward energy efficiency and adoption of

and not a tool to make money – this distinction is not
always clear in the Chinese carbon market. In most

Section Three: Trade in Goods

advanced technologies.
 Permit trading of forward and futures products.

of the presentations and materials available on the

 Allow foreign entities to be members and active

Chinese ETSs, sound data on emission projections,

traders in the platforms of the various pilot ETSs
and future national ETS.

required reductions and possible resulting prices are
not present and a lot of emphasis is put on trade and
WHFKQLFDOLWLHV7KLVZLOORQO\FKDQJHRYHUWLPHLISROLF\

3OHDVH VHH SDJH  WKH Petrochemicals, Chemicals
DQG5H¿QLQJ3RVLWLRQ3DSHU for Key Recommendation

makers continue to acknowledge and stress that the
fundamental goal of ETSs is to mitigate emissions.

UHODWHGWRWKH(76DQGWKHFKHPLFDOLQGXVWU\
Second, it is vital that the design of the national ETS

2. Develop the National ETS so that it
Contributes to Cost-Effective Emission
Reductions En Route to a Low-Carbon
China

is consistent with the recent pledges by the Chinese
Government to achieve its COHPLVVLRQVSHDNE\
DWWKHODWHVW7KHFDSVHWWLQJSURFHVV²EDVHGRQHLWKHU

Concern

the development of emissions in the various sectors of

&KLQD KDV VHYHQ RSHUDWLRQDO (76 SLORWV DV RI 
and in the coming years a nationwide ETS will be

the economy and it should include a clear vision on the
necessary abatement. If this is combined with data on

developed. Given the various complexities surrounding
this development, it is by no means a given that
the national scheme will deliver what it is intended

the costs of abatement in the various sectors included
LQ WKH (76 DV ZHOO DV QRQ(76 VHFWRUV ZKHUH RIIVHW
mechanisms could be applied, it will help to create a

WR GHOLYHU D FRQWULEXWLRQ WR FRVWHIIHFWLYH HPLVVLRQ
reductions that will help China to reach its GHG
emissions reduction goals.

market where the prices are explainable in terms of the
VKRUWDQGORQJWHUPSROLF\JRDOVDVZHOO

DEVROXWH RU LQWHQVLW\EDVHG FDSVHWWLQJ SULQFLSOHV²
should be founded on sound and transparent data on

Assessment

7KLUGHFRQRPLFGHYHORSPHQWLQ&KLQDYDULHVVLJQL¿FDQWO\
between its different regions. This can affect their ability to

,Q  WKH HPHUJLQJ &KLQHVH FDUERQ PDUNHW IXUWKHU
matured. Most pilots finished their first year with high
compliance rates, the national offset market further

take up the abatement costs and to ensure institutional
capacity required for establishing the infrastructure for
a successful trading scheme. This could hamper the

developed and the first steps towards the national
emissions trading market were set. Through statements
UHOHDVHG E\ WKH 1'5& LQ HDUO\  LW EHFDPH FOHDU

GHYHORSPHQWRIDZHOOIXQFWLRQLQJ(76DQGFRXOGUHVXOW
in lengthy discussions on, for example, the fairness of
the distribution of the abatement burden.

how the development of the national carbon market is
IRUHVHHQ,QWKHVHFRQGKDOIRIRUHDUO\WKH

Moreover, the scheme should be consistent with

process of establishing a national ETS is expected to
begin with the aim of allowing it to become the guiding

existing policies. Interaction with other policies could
easily affect the effectiveness of the ETS as a tool to
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GHOLYHUORZFRVWUHGXFWLRQV

Assessment
International climate change negotiations have

)LQDOO\ LW UHPDLQV D FKDOOHQJH WR OHW D IUHH PDUNHW

traditionally been driven at a national level, only

based emissions trading policy instrument function

recently has it been recognised that an important

amidst regulated market environments, such as the

role can and should be played by local governments,
cities, the private sector and civil society.  Climate

power market, which makes it difficult to pass on
the carbon costs through the value chain. It is very
important that each of these challenges receive ample

change requires collective action on a global scale,
because most GHGs accumulate over time and

consideration right from the start to give the national

mix globally. Moreover, emissions by any agent—

ETS the best chance of delivering its full potential.

individuals, communities, companies or countries—
affect other agents. Recognising the proactive role

Recommendations
 Acknowledge and stress the fundamental goal of

and responsibilities that other stakeholders such as

emissions trading, which is to mitigate emissions at
the lowest possible cost.

European Chamber applied for observer status to the
81)&&&LQ

European businesses operating in China have, the

 Determine the cap for the national ETS based on

soon as possible.

7KH,3&&UHSRUWVWDWHVWKDWHYHQLIDOOFRXQWULHV
continue their current emissions reduction commitments
and contributions, we are far from a pathway that
OLPLWVDJOREDODYHUDJHWHPSHUDWXUHULVHWR&DERYH

 /LQNWKHGHVLJQLQWHUPVRIFDSVHWWLQJDQGRIIVHW

SUHLQGXVWULDO OHYHOV ,Q IDFW LQ WKH DEVHQFH RI HIIRUWV

use, to mitigate costs in the ETS and—via the offset
PHFKDQLVPV²WRWKHQRQ(76VHFWRUV

beyond those that are already in place, the global
DYHUDJHVXUIDFHWHPSHUDWXUHFRXOGLQFUHDVHIURP&

 Give ample consideration to other key fundamental

WR&DERYHSUHLQGXVWULDOOHYHOV,QWKLVFRQWH[WWKH
aggregated effects of the ambitious INDCs that are
being disclosed ahead of the Conference of the Parties

issues surrounding the national ETS design, such
as the link to other existing policies, the existence
of a regulated power market in China and the
significant differences within China in terms of
economic development, structure and institutional
capacity.

3. Urge Governments along with Civil
Society and the Private Sector to Work
Together to Reach a New International
Climate Change Agreement by 2015
Concern
$OWKRXJKWKH,QWHUJRYHUQPHQWDO3DQHORQ&OLPDWH
Change’s (IPCC’s) report states that it is still possible
WR OLPLW D JOREDO DYHUDJH WHPSHUDWXUH ULVH WR &
effective mitigation will not be achieved if individual
agents continue to advance their own interests
independently.

&23 LQ'HFHPEHULQ3DULVDUHHVVHQWLDOWRNHHS
WKHZRUOGRQDORZHPLVVLRQVSDWKZD\
/DVW \HDU¶V ,3&& UHSRUW VD\V WKDW WKH DGRSWLRQ RI
aggressive measures that rapidly reduce emissions
is both technically and physically feasible. However,
VKLIWLQJ WR D ORZHPLVVLRQV SDWKZD\ UHTXLUHV ODUJH
scale transformation. Therefore, the IPCC report was
a “wakeup call for entrepreneurs”. It strengthens the
argument that businesses need to increase the pace
of action and to call upon governments to lead and
cooperate with the private sector and civil society in
order to prevent dangerous climate change.

,QFRPLQJ&23&033UHVLGHQW/DXUHQW)DELXV)RUHLJQ0LQLVWHURI)UDQFH
VXJJHVWHGDWWKHRSHQLQJRIWKH&OLPDWH&KDQJH&RQIHUHQFHLQ%RQQ st±th
-XQH WKDWWKHUROHDQGFRQWULEXWLRQVRIQRQVWDWHDFWRUVLVRQHRIWKHIRXU
SLOODUVWKDWZLOOXQGHUSLQVXFFHVVLQ3DULVKWWSZZZLLVGFDYROHQEH
KWPO!
 7KHILUVWVHYHQ,1'&VZHUHVXEPLWWHGWR81)&&&E\6ZLW]HUODQGRQth

 (GHQKRIHU253LFKV0DGUXJD<6RNRQD()DUDKDQL6.DGQHU.6H\ERWK
A. Adler, I. Baum, S. Brunner, P. Eickemeier, B. Kriemann, J. Savolainen,
S. Schl.mer, C. von Stechow, T. Zwickel and J.C. Minx (eds.), ,3&&
6XPPDU\IRU3ROLF\PDNHUV,Q&OLPDWH&KDQJH0LWLJDWLRQRI&OLPDWH
&KDQJH&RQWULEXWLRQRI:RUNLQJ*URXS,,,WRWKH)LIWK$VVHVVPHQW5HSRUWRI
the Intergovernmental Panel on Climate Change, Cambridge University Press,
&DPEULGJHDQG1HZ<RUNS

February, by the EU on 6th0DUFKE\1RUZD\RQth March, by Mexico on
th0DUFKE\WKH86RQst0DUFKE\*DERQDQGE\5XVVLDRQst April. For
PRUHLQIRUPDWLRQDQGXSGDWHVRQ,1'&VDQGSOHGJHVYLHZKWWSXQHSRUJ
FOLPDWHFKDQJHSOHGJHSLSHOLQH!
 81&OLPDWH5HSRUWD¶:DNHXS¶IRU(QWUHSUHQHXUV.HUU\%XVLQHVV5HFRUGHUth
$SULOYLHZHGth-XQHKWWSZZZEUHFRUGHUFRPWRSQHZVIURQW
WRSQHZVXQFOLPDWHUHSRUWDZDNHXSIRUHQWUHSUHQHXUVNHUU\KWPO!
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sound and transparent data.
 ([SOLFLWO\FRXSOHWKH(76GHVLJQLQWHUPVRIFDS
setting with China’s pledge to peak emissions as

Many leading businesses are already well aware of the
need for collective action. For example, at the Business
DQG&OLPDWH6XPPLWLQ3DULVLQ0D\WKHUHZDVDQ

Abbreviations
CAI

Comprehensive Agreement on Investment

CO

&KLQHVH<XDQ
Carbon Dioxide

&&(5 
COP

&KLQHVH&HUWL¿HG(PLVVLRQ5HGXFWLRQ
Conference of the Parties

0RUHRYHU RQ  0D\   IRUZDUGWKLQNLQJ

DOE

Designated Operational Entity

LQWHUQDWLRQDO OHDGHUV IURP  VWDWHV DQG SURYLQFHV

ETS

Emissions Trading Scheme

EU
FTZ

European Union
Free Trade Zone

XQSUHFHGHQWHG PRELOLVDWLRQ RI  ZRUOGZLGH EXVLQHVV
QHWZRUNVUHSUHVHQWLQJRYHUPLOOLRQFRPSDQLHVIURP
PRUH WKDQ  FRXQWULHV SOHGJLQJ WR OHDG WKH JOREDO
WUDQVLWLRQWRDORZFDUERQFOLPDWHUHVLOLHQWHFRQRP\

spanning seven countries signed an agreement to
commit to either reducing their GHG emissions between
 WR  SHU FHQW EHORZ  OHYHOV E\  RU WR
achieve a per capita emissions target of less than two
metric tonnes by the same date.



&1<

)<3





GDP

Gross Domestic Product

GHG

Greenhouse Gas

INDC

Intended Nationally Determined
Contributions

Recommendations

Section Three: Trade in Goods

 Encourage the EU to stick to its binding emissions
WDUJHWRIDWOHDVWSHUFHQWGRPHVWLFUHGXFWLRQ
RI JUHHQKRXVH JDV *+*  HPLVVLRQV E\ 
FRPSDUHGWROHYHOVLQRUGHUWRFRQWLQXHLWV

IPCC

Intergovernmental Panel on Climate
Change

059



0HDVXUHPHQW5HSRUWLQJDQG9HUL¿FDWLRQ

UNFCCC

National Development and Reform
Commission
United Nations Framework Convention

NDRC

leadership in tackling climate change while boosting
innovation and economic growth.
 Incentivise China to reduce its emissions per unit
RI*'3E\WRSHUFHQWIURPOHYHOVDQG
LQFUHDVHWKHVKDUHRIQRQIRVVLOIXHOVDVSDUWRILWV
SULPDU\HQHUJ\FRQVXPSWLRQWRDERXWSHUFHQW
E\LQOLQHZLWKVXEPLWWHG,1'&VZKLOHSXWWLQJ
China on a low carbon pathway.
 5HFRJQLVHWKHQHHGIRUDSURDFWLYHUROHRIQRQ
state actors including local governments, civil
society and the private sector to work together
towards transformative and ambitious actions that
provide practical solutions commensurate with the
challenge of climate change.

 *RYHUQRU%URZQ,QWHUQDWLRQDO/HDGHUV)RUP+LVWRULF3DUWQHUVKLSWR)LJKW&OLPDWH
Change&DOLIRUQLD*RYHUQRU¶V2I¿FHth0D\YLHZHGth-XQH
KWWSXQGHUPRXRUJ"SDJHBLG !
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Cosmetics Working Group

Key Recommendations
1. Revise the Cosmetics Hygienic Management Rules (CHMR)
 Revise the &RVPHWLFV+\JLHQLF0DQDJHPHQW5XOHV &+05 and implement a policy that streamlines
DGPLQLVWUDWLRQWRUHGXFHSUHPDUNHWUHJLVWUDWLRQDQGWRHVWDEOLVKDKLJKO\HI¿FLHQWFRVPHWLFVUHJXODWLRQ
V\VWHPWKDWLVEDVHGRQULVNDVVHVVPHQWIRFXVHVRQSRVWPDUNHWVXSHUYLVLRQWKHUHVSRQVLEOHSHUVRQ
V\VWHPVRFLDOFRJRYHUQDQFHDQGWDNHVIXOODFFRXQWRIWKHDFWXDOIHDWXUHVRIFRVPHWLFVSURGXFWV

 ,PSURYHWKH&ODVVL¿FDWLRQ0DQDJHPHQW6\VWHPIRU&RVPHWLFV,QJUHGLHQWV
 ,PSURYHWKHULVNEDVHGFODVVLILFDWLRQPDQDJHPHQWV\VWHPIRUFRVPHWLFVLQJUHGLHQWVEDVHGRQ
H[LVWLQJSRVLWLYHDQGQHJDWLYHLQJUHGLHQWVOLVWVDQGOLPLWWKHQHZLQJUHGLHQWUHJLVWUDWLRQWRVSHFL¿HG
Section Three: Trade in Goods

VSHFLDOLQJUHGLHQWVZLWKKLJKULVNVXFKDVQHZSUHVHUYDWLYHVFRORUDQWVVXQVFUHHQLQJDJHQWVDQG
hair dyes.
 &DUU\RXWWKHQRWL¿FDWLRQV\VWHPIRURWKHUFRPPRQLQJUHGLHQWVZKHUHHQWHUSULVHVDUHUHVSRQVLEOHIRU
their safe use.

3. Establish a Modern Risk Management System Based on the Product Safety
Assessment and Gradually Cease the Mandatory Requirements for Animal
Testing
 ,VVXHLQWHUQDWLRQDOO\DSSOLHGVDIHW\DVVHVVPHQWJXLGHOLQHVDQGLPSURYHWKHWUDLQLQJRISHUVRQQHO
within cosmetics legislation and inspection departments, and evaluation and testing institutes.
 Establish an institute and an effective mechanism for risk communication.
 Gradually ease the mandatory requirements for animal testing and accept alternative data for
QRWL¿FDWLRQUHJLVWUDWLRQ

 ,PSURYH5HJLVWUDWLRQDQG1RWL¿FDWLRQ3URFHVVHVRI&RVPHWLFV3URGXFWV
 )XUWKHU LPSURYH QRWLILFDWLRQ SURFHGXUHV IRU GRPHVWLF QRQVSHFLDO FRVPHWLFV XQLI\ QRWLILFDWLRQ
VWDQGDUGVRIHDFKSURYLQFLDO)RRGDQG'UXJ$GPLQLVWUDWLRQ )'$ RSWLPLVHWKHQRWL¿FDWLRQV\VWHP
for the convenience of regulators and enterprises, improve training of evaluation institutes at
the provincial level on laws and regulations, and establish an enquiry channel with the CFDA to
coordinate disputes.
 Identify time limits for obtaining certain administrative permits and make the assessment progress
transparent.
 6XEMHFWLPSRUWHGQRQVSHFLDOFRVPHWLFVWRWKHVDPHQRWLILFDWLRQUHTXLUHPHQWVDVGRPHVWLFQRQ
special cosmetics.

 ,PSURYHWKH0DQDJHPHQWRI(I¿FDF\&ODLPVDQG/DEHOOLQJ
 Establish through provisions regarding efficacy claims, scientific and proper guidance on basic
UHTXLUHPHQWV WHVWLQJ PHWKRGV TXDOLILFDWLRQV RI HIILFDF\YHULILFDWLRQ LQVWLWXWHV DQG LQIRUPDWLRQ
disclosure of evaluation reports.
 $GRSW,62WHVWVWDQGDUGVDQGUHSRUWV
 Ensure the new labelling management rules are compatible with existing regulatory requirements and

Cosmetics Working Group
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global practices.
 $OORZDVXI¿FLHQWWUDQVLWLRQSHULRGIRULQGXVWU\WRDGMXVWWRWKHDPHQGPHQWRIUHJXODWLRQVFRQFHUQLQJ
labelling.

6. Establish a Well-organised Post-market Surveillance System
 ,PSURYHWKHWUDLQLQJRIIURQWOLQHVXSHUYLVRUVVRDVWRHQVXUHVWDQGDUGLVHGHQIRUFHPHQWRIODZVDQG
regulations.
 Define the supervision priorities pursuant to different risk levels, to avoid insufficient or over
supervision.
 Standardise the implementation of advertising laws and regulations and clarify the principles for
handling any overlap between relevant laws and regulations.
 Revise the Measures for the Management of Cosmetics Advertising and the Measures for the
Management of Printed Matter Advertising.

7. Solve Business-related Issues
Section Three: Trade in Goods

 Apply the 1RWLFHRQ3UHWD['HGXFWLRQRI$GYHUWLVLQJDQG%XVLQHVV3URPRWLRQ([SHQVHV equally to
enterprises that sell, but do not manufacture their cosmetics products in China; and unify and regulate
local authorities’ implementation of this notice.
 0DLQWDLQWKHH[LVWLQJFRQVXPSWLRQWD[RQVNLQFDUHSURGXFWVDQGUHGXFHRUDEROLVKFRQVXPSWLRQWD[
RQPDNHXSDQGSHUIXPHSURGXFWV

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV

Working Group Introduction
The Cosmetics Working Group consists of more than
 UHJLVWHUHG PHPEHU FRPSDQLHV ZLWK D GLYHUVH
range of business models, including a large number of
international leading cosmetics brands. The majority

and transparent regulatory environment; and
 protect consumers’ safety.

Recent Developments

of the members have established research and

The cosmetics industry in China continued to gain
PRPHQWXPLQE\YLUWXHRIWKHLQWHQVHORFDOFDSLWDO

GHYHORSPHQW 5 '  DQG SURGXFWLRQ IDFLOLWLHV LQ &KLQD
and are leaders in the industry. Their expertise in
the industry is widely recognised by consumers and

investment and the expansion of marketing channels
WKURXJK WKH HPHUJHQFH RI WKH HFRPPHUFH EXVLQHVV
model. The sales volume of the cosmetics industry in

has contributed significantly to the development of
the cosmetics industry in China. Their presence has

&KLQDH[FHHGHGDQHVWLPDWHG&KLQHVH<XDQ &1< 
ELOOLRQLQZLWK&KLQDUHPDLQLQJWKHVHFRQGODUJHVW

acted as a catalyst for other major industries, such as
fine chemicals, packaging, logistics and advertising
industries.

cosmetics consumption market in the world after the
United States.

7KH&RVPHWLFV:RUNLQJ*URXSDLPVWR
 represent the interests of European cosmetics
enterprises and facilitate information exchange among
members, professional associations and regulatory
bodies, with the main objective of enabling dialogue
between European Chamber members and China’s
relevant authorities;
 promote healthy and sustainable development of
&KLQD¶VFRVPHWLFVLQGXVWU\DQGGHYHORSDQHI¿FLHQWIDLU
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To ensure the safety of cosmetics products, the CFDA
continues to deepen reforms in the cosmetics regulatory
V\VWHP)RUH[DPSOHLQWKH&)'$ODXQFKHGWKH
¿UVWUHYLVLRQVRIWKH&+05VLQFHLWVSXEOLFDWLRQLQ
The regulations that are currently enforced or in process
of being amended include the /LVWRI8VHG&RVPHWLFV
Ingredients,  the 6DIHW\ DQG 7HFKQLFDO 6WDQGDUGV

 /LVWRI8VHG&RVPHWLFV,QJUHGLHQWV&)'$th-XQHYLHZHGth July,
KWWSZZZVGDJRYFQ:6&/KWPO!
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Third Plenum Reality Check
What did the Third Plenum’s Decision Say?

What is the reality?

,«(FRQRPLFV\VWHPUHIRUPLVWKHIRFXVRIGHHSHQLQJWKH
reform comprehensively. The underlying issue is how to strike
a balance between the role of the government and that of the

Status

7KHSRVWPDUNHWVXSHUYLVLRQV\VWHP
needs to be further improved to
PDNHLWPRUHULVNIRFXVHG

market, and let the market play the decisive role in allocating

It is good to see the concept of

resources and let the government play its functions better. It is
a general rule of the market economy that the market decides

µUHVSRQVLEOHSHUVRQV\VWHP¶LQWURGXFHG
in the current draft of &+05. The

the allocation of resources. We have to follow this rule when
we improve the socialist market economy. We should work

working group is looking forward to

hard to address the problems of market imperfection, too much

basis of streamlining administration

government interference and poor oversight.

and decentralising authority.

seeing its implementation, as it is the

7 K H  G R P H V W L F   Q R Q  V S H F L D O

more power to lower levels, deepen the reform of the system
concerning matters subject to government examination and
approval, and reduce the central government’s administration
in micro affairs to the greatest extent. We will cancel all
administrative approval procedures for economic activities
under the effective regulation of the market mechanism. We
will manage matters that require administrative approval
according to procedures and with high efficiency. We will
WUDQVIHU ODUJHVFDOH DQG ZLGHO\SDUWLFLSDWHGLQ VRFLDO DQG
HFRQRPLFSURMHFWVWRORFDODQGFRPPXQLW\OHYHOPDQDJHPHQW
IRUFRQYHQLHQFHDQGHI¿FLHQF\

cosmetics notification system has
been welcomed by the industry and
worked well in a lot of provinces.

Section Three: Trade in Goods

,9«)XOO\DQGFRUUHFWO\SHUIRUPLQJJRYHUQPHQWIXQFWLRQV
We will further streamline the administration and delegate

However, in some pro v i n c e s
registration requirements still apply.
,PSRUWHG QRQVSHFLDO FRVPHWLFV
are required to be registered with
the CFDA before entering the
Chinese market. Complicated
review and approval procedures
are inefficient, and the policy
IRU GHOHJDWLQJ SRZHUV WR ORZHU
levels of government has not been
implemented.

of Cosmetics (call for comments),  7KH /DEHOOLQJ
Management Rules (call for comments), the Efficacy
9HULILFDWLRQ *XLGDQFH (draft), the Safety Assessment

industry. These emerging changes have already exerted
DIDUUHDFKLQJLQÀXHQFHRQWKHLQGXVWU\ERWKLQWHUPVRI
business and law enforcement.

*XLGDQFH (draft) 7KH &RVPHWLFV 0DQXIDFWXULQJ
/LFHQFH *XLGDQFH (tentative) and the Inspection Key
3RLQWVRI&RVPHWLFV0DQXIDFWXULQJ/LFHQFH(tentative).

Over the past year, the Cosmetics Working Group has
not only devoted efforts to promoting the development

Meanwhile, several government departments have
responded to the policy of deepening economic reforms
and have published much guidance, and tentative

of the cosmetics industry, it has also assisted the
JRYHUQPHQW WR HVWDEOLVK D IRUZDUGWKLQNLQJ UHJXODWRU\
V\VWHPWREXLOGDZHOORUGHUHGDQGLQQRYDWLRQRULHQWDWHG

UHJXODWLRQVIRUIUHHWUDGH]RQHV )7=V DQGHFRPPHUFH
development, much of which will impact the cosmetics

market environment.



6DIHW\ DQG 7HFKQLFDO 6WDQGDUGV RI &RVPHWLFV FDOO IRU FRPPHQWV , CFDA,

th 2FWREHU  YLHZHG th -XO\  KWWSZZZVGDJRYFQ:6
&/KWPO!
 /DEHOOLQJ0DQDJHPHQW5XOHV FDOOIRUFRPPHQWV &)'$th1RYHPEHU
YLHZHGth-XO\KWWSZZZVGDJRYFQ:6&/KWPO!
 6DIHW\$VVHVVPHQW*XLGDQFH GUDIW 7KH&RVPHWLFV0DQXIDFWXULQJ/LFHQFH
*XLGDQFH WHQWDWLYH DQGWKH,QVSHFWLRQ.H\3RLQWVRI&RVPHWLF0DQXIDFWXULQJ
/LFHQFH WHQWDWLYH &)'$th0DUFKYLHZHGth-XO\KWWSZZZ
VGDJRYFQ:6&/KWPO!

The Cosmetics Working Group paid great attention to
the Third Plenum and the developments that took place
following the promulgation of the Decision. In the Third
 Decision of the Central Committee of the Communist Party of China on Some
Major Issues Concerning Comprehensively Deepening the Reform;LQKXDth
1RYHPEHUYLHZHGrd-XO\KWWSQHZV[LQKXDQHWFRP
FBKWP!
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Plenum Reality Check table, the working group provides
a review of developments that have taken place since,
from the perspective of the cosmetics industry.

 Revise the &RVPHWLFV+\JLHQLF0DQDJHPHQW5XOHV
&+05 and implement a policy that streamlines
administration, to reduce premarket registration and
WR HVWDEOLVK D KLJKO\HIILFLHQW FRVPHWLFV UHJXODWLRQ

Key Recommendations
1. Revise the Cosmetics Hygienic Management
Rules (CHMR)
Concern
As the only administrative law for the cosmetics
industry, the &RVPHWLFV +\JLHQLF 0DQDJHPHQW 5XOHV
&+05 , which are “concerned more about licensing
instead of supervision”, is now unable to satisfy the
demands of scientific supervision and will hinder the
technical innovation and sustainable development of

system that is based on risk assessment, focuses on
SRVWPDUNHWVXSHUYLVLRQDUHVSRQVLEOHSHUVRQV\VWHP
VRFLDOFRJRYHUQDQFHDQGWKDWWDNHVIXOODFFRXQWRIWKH
actual features of cosmetics products.

 ,PSURYHWKH&ODVVL¿FDWLRQ0DQDJHPHQW
System for Cosmetics Ingredients
Concern
The existing registration management system for new
cosmetics ingredients has hindered technical innovation
and development of the industry.

Section Three: Trade in Goods

the cosmetics industry.
Assessment
The working group suggests revising the &+05 by
WDNLQJWKHIROORZLQJVWHSV
 Distinguish the responsibilities between enterprises
DQGWKHJRYHUQPHQWDQGHQVXUHWKHIXO¿OOPHQWRIWKHLU
respective duties.
 2SWLPLVHWKHVXSHUYLVLRQRISURGXFWVDQGLQJUHGLHQWV
Maintain the relative stability of the definitions and
classification of cosmetics products, define some
PDUJLQDO SURGXFWV DQG LPSOHPHQW D ULVNEDVHG
FODVVL¿FDWLRQPDQDJHPHQWV\VWHP
 (QKDQFHWKHLQDQGSRVWPDUNHWVXSHUYLVLRQV\VWHP

Assessment
Unlike foods and pharmaceuticals, cosmetics ingredients
and products are mainly used on the skin with relatively
low exposure and low risk to human safety. With the fast
and sound growth of the cosmetics industry in recent
years, tens of thousands of cosmetics ingredients
have been safely introduced on the basis of a safety
assessment. The International Nomenclature of
Cosmetics Ingredients ,1&, GLFWLRQDU\ YHUVLRQ 
recently published by the Personal Care Products
&RXQFLOLQFOXGHVDERXWLQJUHGLHQWV7KH/LVWRI
Used Cosmetics Ingredients SXEOLVKHG LQ -XQH 
E\WKH&)'$RQO\LQFOXGHGLQJUHGLHQWVWKRXJK

Establish Good Manufacturing Practice (GMP) for the
FRVPHWLFVLQGXVWU\DSRVWPDUNHWV\VWHPIRUGHWHFWLRQ

ZKLFKPHDQVDORWRILQWHUQDWLRQDOO\DFFHSWHGFRVPHWLFV
ingredients cannot be used in China unless they pass

of undesirable effects on human health of cosmetics
SURGXFWVDQLQPDUNHWLQVSHFWLRQV\VWHPDQGDSURGXFW
recalling system.

administrative registration. However, registration of new
ingredients usually takes a long time.

 3XEOLVK LQWHUQDWLRQDOO\DFFHSWHG VDIHW\ DVVHVVPHQW
procedures, improve the training of relevant
government institutes and gradually cease animal
testing.
 Establish a unified standard management system for
cosmetics, delete and integrate repeated standards
and adopt advanced international standards.
 Improve the labelling and advertising management
systems, such as unifying the labelling management
rules, formulating basic principles on efficacy claims
of cosmetics and maintaining a management mode
PDLQO\ EDVHG RQ VHOIGLVFLSOLQH RI WKH LQGXVWU\ DQG
market supervision.
Recommendation
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Furthermore, the requirements on data are far too
VWULFWDQGWKLVKDVUHVXOWHGLQRQO\QHZLQJUHGLHQWV
being approved since the publication of &+05LQ
This demonstrates the extent to which the existing
registration system for new cosmetics ingredients has
failed to promote technical innovation.
Recommendations
 ,PSURYH WKH ULVNEDVHG FODVVLILFDWLRQ PDQDJHPHQW
system for cosmetics ingredients based on existing
positive and negative ingredients lists, and limit the new
LQJUHGLHQWUHJLVWUDWLRQWRVSHFL¿HGVSHFLDOLQJUHGLHQWV
with high risk, such as new preservatives, colorants,
VXQVFUHHQLQJDJHQWVDQGKDLUG\HV
 Carry out the notification system for other common
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ingredients where enterprises are responsible for their
safe use.

3. Establish a Modern Risk Management
System Based on a Product Safety
Assessment and Gradually Cease the
Mandatory Requirements for Animal Testing
Concern
Animal testing in China’s cosmetics industry is still

2015/2016

risk communication.
 Gradually ease the mandatory requirements for animal
WHVWLQJ DQG DFFHSW DOWHUQDWLYH GDWD IRU QRWLILFDWLRQ
registration.

4. Improve Registration and Notification
Processes of Cosmetics Products
4.1 Notification Processes of Domestic, Nonspecial Cosmetics

mandatory for proving the safety of products and

Concern

no alternative testing data is currently accepted

Different provincial FDAs have different implantation

by regulators. So far, China has not published an

VWDQGDUGV IRU WKH QRWLILFDWLRQRIGRPHVWLFQRQVSHFLDO

LQWHUQDWLRQDOO\DFFHSWHG VDIHW\ DVVHVVPHQW JXLGHOLQH

cosmetics – some provinces apply complicated registration

and there is no effective risk communication institute or
mechanism in the cosmetics industry.

processes making it impossible to fully implement the

Assessment
The general modern principle and methodology of

Assessment
There is no detailed implementation standard for

toxicology, such as the weight of evidence principle, and

WKH QRWLILFDWLRQ RI GRPHVWLF QRQVSHFLDO FRVPHWLFV

the threshold of toxicological concern (TTC) approach,

7KHUHIRUHORFDORI¿FLDOVKDYHLQWHUSUHWHGUHOHYDQWODZV

are used internationally for safety assessments of

and regulations differently, which has led to imperfect

cosmetics ingredients and products. However, they
have not become part of the existing registration

LPSOHPHQWDWLRQRIWKHQRWL¿FDWLRQV\VWHP

of cosmetics ingredients and products in China,
accepted safety assessment guidance issued in China.

Recommendation
 Further improve notification procedures for domestic,
QRQVSHFLDOFRVPHWLFVXQLI\QRWLILFDWLRQVWDQGDUGVRI

Meanwhile, the training of cosmetics legislation and
inspection departments, product evaluation and testing

each provincial Food and Drug Administration (FDA),
optimise the notification system for the convenience

LQVWLWXWHVLVFXUUHQWO\LQVXI¿FLHQW

of regulators and enterprises, improve training of

There has been an international trend of banning

evaluation institutes at the provincial level on laws and
regulations, and establish an enquiry channel with the

animal testing for cosmetics. More and more countries
and regions have joined the list, including the European
Union (EU), India, Israel, South Korea, Australia,

CFDA to coordinate disputes.

9LHWQDP1HZ=HDODQGDQG7DLZDQ

4.2 Time Limits and Procedures of Administrative
Permits

Since the safety of cosmetics products has consistently

Concern

drawn media focus, the CFDA should endeavour to
HVWDEOLVKDVXLWDEOHPHFKDQLVPDQGTXDOL¿HGLQVWLWXWHV

Problems concerning certain administrative permits
PDLQO\IRFXVRQWKHDEVHQFHRIWLPHOLPLWVDQGWKHQRQ

capable of guiding the media to clarify any confusion
arising from consumers in the event of the occurrence
of public safety crises.

WUDQVSDUHQWSURJUHVVRIUHYLHZSURFHGXUHVHQWHUSULVHV
do not have a clear understanding of the whole review

Recommendations
 ,VVXH LQWHUQDWLRQDOO\DSSOLHG VDIHW\ DVVHVVPHQW

process, which has led to unnecessary economic losses
in manufacturing and through trying to remain legally
compliant with a system that lacks clarity.

guidelines, and improve the training of personnel within
cosmetics legislation and inspection departments, and

Assessment
Some administrative permits required by the CFDA,

evaluation and testing institutes.
 Establish an institute and an effective mechanism for

such as those for changing registration, renewing
applications and improving documentation, lack time

Cosmetics Working Group
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PDLQO\ EHFDXVH WKHUH KDV EHHQ QR LQWHUQDWLRQDOO\

QRWL¿FDWLRQRIWKHVHSURGXFWV

limits for reviewing and are not transparent in terms

experiments or evaluation data.

of approval progress. Approval processes for some
cases take a very long, which is contrary to the original

 0DQDJHPHQWRIYHULILFDWLRQPHWKRGVLWLVDGYLVDEOH

intention of the CFDA to handle “within a certain time

demonstration while drafting the method guidance, so
as to introduce new methods. However, the guidance

limit” and handle “transparently”.

to formulate the guidance for methodological

should not be regarded as standards in operation.
Recommendation
 Identify time limits for obtaining certain administrative

 0DQDJHPHQWRIHIILFDF\YHULILFDWLRQLQVWLWXWHVWKHUH

permits and make the assessment progress
transparent.

through administrative approval. Furthermore, foreign
laboratories shall be accepted.

is no need to manage efficacy verification institutes

 0DQDJHPHQWRIHYDOXDWLRQUHSRUWVVXSHUYLVLRQDQG

4.3 Registration of Imported Non-special
Cosmetics

Section Three: Trade in Goods

Concern
The current approval process for registering imported,

management departments may require enterprises to
VKRZHYDOXDWLRQUHSRUWVLQWKHSURFHVVRILQPDUNHW
inspections. It should not be necessary to publish the
details of evaluation reports on a website.

QRQVSHFLDO FRVPHWLFV EHIRUH WKH\ FDQ DFFHVV WKH
&KLQHVHPDUNHWLVWLPHFRQVXPLQJDQGFRPSOLFDWHG

Recommendation
 (VWDEOLVKWKURXJKSURYLVLRQVUHJDUGLQJHI¿FDF\FODLPV
VFLHQWL¿FDQGSURSHUJXLGDQFHRQEDVLFUHTXLUHPHQWV

Assessment
The Cosmetics Working Group supports the CFDA’s

WHVWLQJPHWKRGVTXDOLILFDWLRQVRIHIILFDF\YHULILFDWLRQ
institutes and information disclosure of evaluation

proposal to delegate the notification of imported,

reports.

QRQVSHFLDO FRVPHWLFV WR WKH SURYLQFLDO )'$ *LYHQ
WKH JRRG VDIHW\ UHFRUG RI QRQVSHFLDO FRVPHWLFV
it is advisable to carry out the same notification
PDQDJHPHQW IRU LPSRUWHG QRQVSHFLDO FRVPHWLFV DW
WKHSURYLQFLDO)'$DVWKRVHIRUGRPHVWLFQRQVSHFLDO
cosmetics. It will not only enhance the efficiency of
DGPLQLVWUDWLYHVXSHUYLVLRQEXWZLOODOVRUHÀHFWWKHSROLF\

5.2 Unify Testing Methods of Sunscreen Products
Concern
6R IDU WKH LQWHUQDWLRQDOO\DFFHSWHG ,62 8OWUD
9LROHW$ 89$ VXQVFUHHQSURWHFWLRQPHDVXUHPHQW YLWUR
method) has not been accepted in China.

of “streamlining administration and decentralisation”
endorsed by the State Council.

Assessment
The International Organisation for Standardisation

Recommendation
 6XEMHFWLPSRUWHGQRQVSHFLDOFRVPHWLFVWRWKHVDPH
QRWLILFDWLRQ UHTXLUHPHQWV DV GRPHVWLF QRQVSHFLDO

(ISO) has issued three standards for sunscreen tests,
which have been accepted by Europe, Japan, Australia
DQG PDQ\ RWKHU FRXQWULHV ,Q &KLQD ERWK ,62

cosmetics.

5. Improve the Management of Efficacy
Claims and Labelling
0DQDJHPHQWRI(I¿FDF\&ODLPV

DQG,62KDYHEHHQUHIHUHQFHGDQGTXRWHGEXW
,62UHJDUGLQJ89$SURWHFWLRQPHDVXUHPHQW LQ
vitro), has not.
Recommendation
 $GRSW,62WHVWVWDQGDUGVDQGUHSRUWV

Concern
7KHUHLVSUHVHQWO\QRFOHDUDQGXQL¿HGJXLGDQFHIRUWKH

5.3 Management of Labelling

PDQDJHPHQWRIHI¿FDF\FODLPV
Assessment

Concern
/DEHOOLQJUHTXLUHPHQWVLQVRPHFDOOIRUFRPPHQWVGUDIWV

Efficacy claims should be scientific and rational,
IROORZLQJWKHJXLGDQFHEHORZ

are not compatible with features of cosmetics and are
WKHUHIRUHGLI¿FXOWWRLPSOHPHQW

 &ODULILFDWLRQ RI WKH EDVLF UHTXLUHPHQWV WKH HIILFDF\
claim should be based on adequate scientific
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Assessment
Cosmetics products in China still need to follow multiple
FRPSXOVRU\ UHJXODWLRQV VXFK DV *% 6 and the
*HQHUDO$GPLQLVWUDWLRQRI4XDOLW\6XSHUYLVLRQ,QVSHFWLRQ
D Q G  4 X D U D Q W L Q H  $ 4 6 , 4  & R V P H W L F V  / D E H O O L Q J

cosmetics enterprises have to spend much time and

Administration Rules.  Specifically for imported

 ,PSURYHWKHWUDLQLQJRIIURQWOLQHVXSHUYLVRUVVRDV

products, labelling must also comply with the regulatory
UHTXLUHPHQWVRIWKHFRXQWULHVUHJLRQVRIRULJLQ)UHTXHQW

to ensure standardised enforcement of laws and
regulations.

changes to labelling requirements may increase the

 Define the supervision priorities pursuant to different

burden of enterprises and cause unnecessary waste of

energy clarifying the safety of their products and
compliance with relevant laws.
Recommendations

ULVNOHYHOVWRDYRLGLQVXI¿FLHQWRURYHUVXSHUYLVLRQ

packaging materials.
Recommendation

6.2 Specify Advertising Laws and Standardise
Related Law Enforcement

 Ensure the new labelling management rules are
Concern
Multiple supervision regulations concerning cosmetics

 $OORZDVXI¿FLHQWWUDQVLWLRQSHULRGIRULQGXVWU\WRDGMXVW
to the amendment of regulations concerning labelling.

advertising have resulted in inconsistent criteria for law
HQIRUFHPHQW ODZ HQIRUFHPHQW RIILFLDOV DUH RIWHQ OHIW
to interpret and enforce the regulations based on their

6. Establish a Well-organised Post-market
Surveillance System

personal understanding of the situation, resulting in a
wide variation of penalties handed down to enterprises.

6.1 Standardise Post-market Surveillance
Concern
7KHUHH[LVWVRPHSUREOHPVLQSRVWPDUNHWVXUYHLOODQFH
VXFKDVQRQVWDQGDUGLVHGODZHQIRUFHPHQWDQGDODFN
of rationality regarding targets under supervision.
Assessment
,QVXSHUYLVLRQGHSDUWPHQWVDWWKHORFDOOHYHOZHUH

Assessment
There are four main laws and regulations that relate to
the advertising of cosmetics, including the Advertising
/DZ WKH QHZO\UHYLVHG ODZ FRPLQJ LQWR HIIHFW RQ st
6HSWHPEHU   Measures for the Management of
Cosmetics Advertising, Measures for the Management
of Printed Matter Advertising   DQG WKH$QWLXQIDLU
&RPSHWLWLRQ /DZ  These laws and regulations

established to implement the policy of strengthening
supervision of cosmetics. However, some supervisors

mandate different penalties for the same violations and
do not clearly state some conceptual provisions. The

from Administration for Industry and Commerce (AIC),

interpretations of such provisions by local AIC bureaus

WKH )'$ DQG WKH &KLQD (QWU\([LW ,QVSHFWLRQ DQG
Quarantine Bureau (CIQ) have no experience in the

are not exactly the same, leaving a lot of room for
subjective interpretation and discretion in enforcement.

supervision of cosmetics which has led misjudgements,
unnecessary confusion and economic losses to
enterprises.

Recommendations
 Standardise the implementation of advertising laws and

Moreover, supervision priorities are not determined on
the basis of risk level. For example, in recent years, no
severe safety incident has occurred due to excessive
heavy metal residue, yet some local supervision
departments still put much emphasis on trace levels of
heavy metals contained in cosmetics. Consequently,
6 ,QVWUXFWLRQIRU8VHRI&RQVXPHU3URGXFWV±*HQHUDO/DEHOOLQJIRU&RVPHWLFV*%
02)&20th6HSWHPEHUYLHZHGth-XO\KWWSSROLF\


PRIFRPJRYFQH[SRUWFRVPHWLFDDFWLRQ!
7KH &RVPHWLF /DEHOOLQJ$GPLQLVWUDWLRQ 5XOHV$46,4 th$XJXVW 
YLHZHG th -XO\  KWWSZZZDTVLTJRYFQ[[JNBMOJJB
]MOWBKWP!

regulations and clarify the principles for handling any
overlap between relevant laws and regulations.
 Revise the Measures for the Management of Cosmetics
 7KH$GYHUWLVLQJ/DZRI3HRSOH¶V5HSXEOLFRI&KLQD, National People’s Congress
13& 6WDQGLQJ&RPPLWWHHth1RYHPEHUYLHZHGth-XO\KWWSZZZ
JRYFQIZ[[EZVS\SMJMFRQWHQWBKWP!
 Measures for the Management of Cosmetic Advertising, State Administration of
,QGXVWU\DQG&RPPHUFHth-XO\YLHZHGRQth-XO\KWWSZZZ
VFIGDJRYFQ&/KWPO!
 Measures for the Management of Printed Matter Advertisingth January,
YLHZHGth-XO\thKWWSZZZJRYFQJRQJEDRFRQWHQW
FRQWHQWBKWP!
 7KH$QWLXQIDLU&RPSHWLWLRQ/DZ13&6WDQGLQJ&RPPLWWHHst'HFHPEHU
YLHZHGth-XO\KWWSZZZJRYFQEDQVKLFRQWHQWB
KWP!
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compatible with existing regulatory requirements and
global practices.

Advertising and the Measures for the Management of
Printed Matter Advertising.

7. Solve Business-related Issues
Concern
Due to gaps between the wording of laws and their
practical implementation, cosmetics sales enterprises
QRQPDQXIDFWXULQJ HQWHUSULVHV  KDYH QRW DFWXDOO\
benefited from the 3UHWD[ 'HGXFWLRQ RI$GYHUWLVLQJ
and Business Promotion Expenses, which is very
XQIDLU 0RUHRYHU VLQFH  VRPH FRVPHWLFV KDYH
been listed as luxury consumer goods and levied with
KHDY\FRQVXPSWLRQWD[RIXSWRSHUFHQWZKLFKKDV

Section Three: Trade in Goods

hampered the development of the cosmetics industry.
Assessment
According to the 1RWLFH RQ 3UHWD[ 'HGXFWLRQ RI
Advertising and Business Promotion Expenses, jointly
issued by the Ministry of Finance (MOF) and the State
Administration of Taxation (SAT), advertising fees
coming from the cosmetics manufacturing and sales
FRPSDQLHV FDQ EH WD[GHGXFWLEOH LI WKH\ DFFRXQW IRU
OHVV WKDQ  SHU FHQW RI WKH DQQXDO VDOHV UHYHQXH RI
the company. According to the explanation from the
MOF’s Department of Taxation, this regulation is also
applicable to companies that sell cosmetics within
Chinese territory, but do not manufacture in China. But
VLQFHWKH6$7KDVQRWSURYLGHGDFOHDUFRQ¿UPDWLRQRI
this, in actual operation local taxation departments have
excluded these enterprises from the scope of this policy.
7KHUHIRUHWKHVHHQWHUSULVHVDUHXQDEOHWREHQH¿WIURP
this policy, which has caused unfair competition.
Moreover, with the increase of income and consumption
capacity of Chinese consumers, cosmetics have
become indispensable daily consumer goods and China
has become the second largest cosmetics market in the
world. This would tend to suggest that the consumer
WD[ RI XS WR  SHU FHQW RQ PDNHXS DQG SHUIXPH LV
obviously outdated.
Recommendations
 Apply the 1RWLFHRQ3UHWD['HGXFWLRQRI$GYHUWLVLQJ
and Business Promotion Expenses equally to
enterprises that sell, but do not manufacture their
cosmetics products in China; and unify and regulate
 7KH 1RWLFH RQ 3UHWD[ 'HGXFWLRQ RI$GYHUWLVLQJ DQG %XVLQHVV 3URPRWLRQ
Expenses02) 6$7th-XQHYLHZHGth-XO\KWWSZZZJRY
FQ]ZJNFRQWHQWBKWP!
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local authorities’ implementation of this notice.
 0DLQWDLQ WKH H[LVWLQJ FRQVXPSWLRQ WD[ RQ VNLQFDUH
products and reduce or abolish consumption tax on
PDNHXSDQGSHUIXPHSURGXFWV

Abbreviations
AIC

Administration for Industry and Commerce

AQSIQ

General Administration of Quality
Supervision, Inspection and Quarantine

CFDA

China Food and Drug Administration

&,4

&KLQD(QWU\([LW,QVSHFWLRQDQG



Quarantine Bureau
CHMR

Cosmetics Hygienic Management Rules

EU

European Union

FDA

Food and Drug Administration

FTZ

Free Trade Zones

ISO

International Organisation for
Standardisation

MOF
NPC

Ministry of Finance
National People’s Congress

5 '

5HVHDUFKDQG'HYHORSPHQW

SAT
TTC

State Administration of Taxation
Threshold of Toxicological Concern

89$
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Key Recommendations
1. Unconventional Oil and Gas
1.1 Improve Upstream Acreage and Data Access to Foster Shale Gas Development
 Strengthen acreage governance and make more quality acreage available for future public bidding
E\WKH0LQLVWU\RI/DQGDQG5HVRXUFHV 02/$5 
 Work out a timeline and specific rules on how foreign investors may participate in shale gas
exploration and development through, for example, direct bidding or production sharing contracts
(PSCs).
 Establish a model Shale Gas PSC or issue relevant guidelines as soon as possible.
 Introduce a data sharing mechanism to allow companies, including foreign companies with
DSSURSULDWHTXDOL¿FDWLRQVWRDFFHVVRLODQGJDVGDWD
Section Three: Trade in Goods

2. Gas Infrastructure and Price
2.1 Progressively Develop Third Party Access (TPA)
3URPRWHDIXOOWUDQVSDUHQWDQGQRQGLVFULPLQDWRU\73$UHJLPHIRUDOOJDVPLGVWUHDPLQIUDVWUXFWXUH
LQFOXGLQJ WUDQVPLVVLRQ SLSHOLQHV DW QDWLRQDO DQG UHJLRQDO OHYHOV  OLTXHILHG QDWXUDO JDV /1* 
receiving terminals and underground storage.
 Create independent operators and provide incentives for infrastructure holders to share their gas
infrastructure with other players.
 Ensure the visibility of the capacities of such infrastructure to the regulator and other market players.
 Develop clear definitions and processes for pricing, fairness, resolution of conflicts, definition of
surplus capacity, and the role and power of the regulator.
2.2 Accelerate the Development of Underground Gas Storage
 Develop a clear assessment of the market value of underground storage to attract private and
IRUHLJQLQYHVWPHQWLQWKLVVHFWRUDQGUHÀHFWLWLQWKHHQGXVHUV¶UHJXODWHGWDULIIV
 Facilitate the aggregation of storage needs and capacities at the regional level.
*LYH DFFHVV WR XQGHUJURXQG JHRORJLFDO GDWD WR QRQQDWLRQDO RLO FRPSDQLHV WR DFFHOHUDWH WKH
development of new storage capacities.
2.3 Disclose a Clear Scheme for Natural Gas Pricing Reform
5HÀHFWWKHUHDOFRVWRIVXSSO\IRUHDFKFDWHJRU\RIHQGXVHUVDQGDYRLGFURVVVXEVLGLHV
5HFRJQLVHWKHUHDOYDOXHRIIHUHGE\QDWXUDOJDVWRWKH&KLQDHQHUJ\PL[ ÀH[LELOLW\KLJKHI¿FLHQF\
through combined generation, low carbon emissions).
 Properly remunerate the different segments of the gas chain so as to attract investments in
necessary new infrastructure, in particular storage.
 Help end users to manage their expectations and deal with risks over time.
2.4 Revise the National Gas Standard to Suit Today’s Industrial Needs, and Promote Energy
Metering
 Revise the national gas standard to suit today’s industrial needs.
 Promote energy metering.

3. Clean Coal
3URPRWH&OHDQ&RDOWR,PSURYH$LU4XDOLW\DQG(QHUJ\(I¿FLHQF\
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(VWDEOLVK D WUDQVSDUHQW VWDEOH ORQJWHUP SROLF\ IUDPHZRUN IRU FOHDQ FRDO GHYHORSPHQW ZKLOH
allowing the market to play its determining role.
&ODULI\WKHGH¿QLWLRQRIGHPRQVWUDWLRQSURMHFWVLQFRDOFRQYHUVLRQDVZHOODVLWVOLQNZLWKWKH)RUHLJQ
,QYHVWPHQW,QGXVWU\*XLGDQFH&DWDORJXH
 Clarify the role of each administration that is involved in clean coal in order to avoid an overall lack
of coordination.
 Establish transparent and measurable industry standards for clean coal applications to encourage
DQG UHZDUG EHVWLQFODVV WHFKQRORJLHV LQ WHUPV RI VXOSKXU R[LGHV 62[  QLWURJHQ R[LGHV 12[ 
particles emissions, water utilisation and energy efficiency, and enhance the supervision of the
application of such standards.
,QFHQWLYLVHSURPRWHDQG¿QDQFHSLORWSURMHFWVWRLPSURYHWKHHQYLURQPHQWDOIRRWSULQWRIFRDOEDVHG
chemical products by applying, for example, carbon capture utilisation and sequestration (CCUS)
with enhanced oil recovery (EOR), and open such incentives to European companies.

&RPSHWLWLYHDQG'LYHUVL¿HG3RZHU0DUNHW
Section Three: Trade in Goods

4.1 Make Dispatching Rights of Grid Companies Transparent and Access to the Power Grid
Open and Fair
$VVHVVDQGDGMXVWSRZHUWUDQVPLVVLRQWDULIIVE\VHWWLQJXSDUHDVRQDEOHSULFHVHWWLQJPHFKDQLVP
 Open up access to the power grid and allow more electricity retailers to enter the market and
introduce reasonable regional competition.
(VWDEOLVKDWUDQVSDUHQWSRZHUGLVSDWFKLQJV\VWHPDQGDFOHDURQJULGSULQFLSOHZKLFKDUHDYDLODEOH
WRJXLGHSURSHURQJULGDFFHVV
4.2 Ensure Rigorous Emissions Policies in the Coal-fired Power Sector and Introduce a
Carbon Price and Peak-shaving, On-grid Tariff
(QIRUFHULJRURXVHPLVVLRQVSROLFLHVWRSDYHWKHZD\IRUGHYHORSLQJDQHI¿FLHQWDQGOHVVHPLVVLRQ
intensive power industry.
,QWURGXFHDUHDVRQDEOHSHDNVKDYLQJRQJULGWDULIIDVZHOODVDFDUERQSULFHWRUHÀHFWIXHODQG
environmental costs.
 Make environmental impact assessments (EIAs) for new coal power projects more stringent.
 Ensure that all monitoring systems are operational and methodologies are consistent with the new
regulations.
4.3 Develop Gas Power Generation Appropriately
 Increase the average utilisation of gas power and drive future demand growth in the next few years
by applying a peak shaving tariff, carbon emissions trading and other preferential tax policies.
'HHSHQWKHUHIRUPVUHODWHGWRWKHQDWXUDOJDVLQGXVWU\WRUHÀHFWUHDOPDUNHWSULFHOHYHOVDQGIXUWKHU
deregulate gas access.

5. Transportation Fuel Quality
5.1 Improve Fuel Quality Standards by Enforcing Their Implementation, Opening Imports and
Banning Polluting Vehicles
(QIRUFHWKHLPSOHPHQWDWLRQRI1DWLRQDO,9 9IXHOVWDQGDUGV *% 
6SUHDG WKH LPSOHPHQWDWLRQ RI SLORW SURMHFWV WR WHVW WKH LPSOHPHQWDWLRQ RI 1DWLRQDO ,9  9 IXHO
standards.
2SHQ LPSRUWV RI 1DWLRQDO 9 IXHO VWDQGDUG RLO VXSSOLHV ZKHUH RLO FRPSDQLHV DUH XQDEOH WR PHHW
GHPDQGEHFDXVHRIGHOD\VLQUH¿QHU\XSJUDGHLQYHVWPHQWV
 Incentivise the adoption of natural gas vehicles by increasing the price of gasoline and especially
diesel at pump stations.
%DQKHDYLO\SROOXWLQJYHKLFOHV
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 Develop sufficient quality control measures that stop the blending of diesel with refined, used
lubricant oil and fuel oil.
 Publish an open access policy that enables third parties to use wholesale logistics with
demonstrable spare capacity at competitive market rates.
 Accelerate oil refinery enterprises' upgrades including SOx, NOx, dust removal and hydrogen
conversion technologies.
2SHQWKHLQYHVWPHQWPRGDOLWLHVWRLQFOXGHPHUJHUVDQGDFTXLVLWLRQV 0 $ HTXLW\LQYHVWPHQWV
 Reinforce and introduce strict controls along the whole supply chain down to stations’ fuel tanks in
RUGHUWRHQIRUFHDQGFRQWURODFWXDOVXSSO\RI1DWLRQDO,9 9IXHOV
'HYHORS4XDOLW\6WDQGDUGVIRU/1*WR$OORZWKH$XWRPRWLYH,QGXVWU\WR'HYHORS(I¿FLHQW
Engines
'HYHORSTXDOLW\VWDQGDUGVIRU/1*WRDOORZWKHDXWRPRWLYHLQGXVWU\WRGHYHORSHI¿FLHQWHQJLQHV
,QFUHDVHFRRSHUDWLRQZLWKWKH(XURSHDQ6PDOO6FDOH/LTXH¿HG1DWXUDO*DV 66/1* LQGXVWU\LQ
order to establish international standards
5.3 Develop and Promote Clear Standards and Codes for the Design and Operation of SSLNG
Technologies
 Develop and promote, in partnership with experienced European industry players, clear standards
Section Three: Trade in Goods

DQGFRGHVIRUWKHGHVLJQDQGRSHUDWLRQRI66/1*WHFKQRORJLHVVXFKDVVPDOOOLTXHIDFWLRQSODQWV
/1*VWRUDJHIXHOOLQJVWDWLRQVIRUWUXFNVDQGEXVHVDQGEXQNHULQJVWDWLRQVIRUVKLSV

6. Energy Equipment
6.1 Ensure a Level Playing Field for the Introduction of Energy Equipment in the Market
 Open access and ensure a level playing field for all market players in the energy equipment
market.
7UHDW IRUHLJQLQYHVWHG HQWHUSULVHV ),(V  LQ &KLQD WKH VDPH DV GRPHVWLF &KLQHVH HQWHUSULVHV
so that they can enjoy fair treatment in the bidding process and can compete for business
opportunities in China.
5HGXFHWKHJRYHUQPHQW¶VLQÀXHQFHDQGHQFRXUDJHRSHQDQGIDLUFRPSHWLWLRQLQWKHVXSSO\FKDLQRI
energy equipment.
 Encourage collaboration between foreign companies and domestic companies for technology
transfer and upgrading.

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV

Introduction to the Working Group

China;
 create fair and transparent conditions for competition

The Energy Working Group is comprised of more than
PHPEHUFRPSDQLHVZLWKDFRPELQHGWRWDOFXPXODWLYH
LQYHVWPHQW LQ  RI DURXQG HXURV (85   ELOOLRQ

between foreign and Chinese companies; and
 promote the development and integration of clean
and renewable energies.

DQG D FROOHFWLYH HPSOR\PHQW RI PRUH WKDQ 
employees in China. The largest European energy
and equipment manufacturing companies as well as
industrial energy consumers are active members of the
working group. The working group seeks to establish an
effective and constructive dialogue on energy policies
ZLWKDSSURSULDWH&KLQHVHUHJXODWRUVLQRUGHUWR
 provide input for energy policy work in China by
sharing issues and concerns as well as sharing best
practices of European energy industries operating in

,Q DGGLWLRQ LQ  WKH 5HQHZDEOH (QHUJ\ 6XE
:RUNLQJ *URXS ZDV FUHDWHG DQG LQ HDUO\  WKH
6PDUW*ULG6XE:RUNLQJ*URXSZDVHVWDEOLVKHG

Recent Developments
Unconventional Oil and Gas
2Qth$SULOWKH0LQLVWU\RI)LQDQFH 02) DQG
the National Energy Administration (NEA) issued the
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&LUFXODU 5HJDUGLQJ )LQDQFLDO 6XEVLG\ RI 6KDOH *DV


Development. It states that the subsidies for shale gas
GHYHORSPHQWZLOOEHH[WHQGHGEH\RQG However,

progress in gas price reforms and infrastructure access
SROLF\ZLWKWKHSXEOLFDWLRQRQth)HEUXDU\RIWKH
0HDVXUHVIRU6XSHUYLVLRQRI2SHQLQJ8S2LODQG*DV

the subsidies for shale gas development will be cut to
&KLQHVH<XDQ &1< SHUFXELFPHWUHRYHUWKH

3LSHOLQH)DFLOLWLHVLQD)DLU0DQQHU by the NEA, in order

SHULRGDQGWR&1<SHUFXELFPHWUHIURP

China. 

to encourage and facilitate shale gas development in


2Q rd 'HFHPEHU  6LQRSHF DQQRXQFHG WKDW LW
KDG FRPSOHWHG  WHVW ZHOOV LQ LWV )XOLQJ 6KDOH *DV
Field project and increased its production capacity
by two billion cubic metres (BCM).  Sinopec aims

2Qth-DQXDU\WKHHVWDEOLVKPHQWRIDQDWXUDOJDV
exchange platform in the China (Shanghai) Pilot Free
Trade Zone (CSPFTZ) was approved by the Shanghai
Municipal Government. This exchange platform, where

WR UHDFK D SURGXFWLRQ YROXPH RI  %&0 E\  
and a production capacity of five BCM by then in the

key Chinese gas players jointly invest, will facilitate the

Fuling Shale Gas Field. Moreover, it seeks to have a

soon as a Third Party Access (TPA) regime is in place.

SURGXFWLRQFDSDFLW\RI%&0E\7KLVSURMHFWLV
the largest shale gas development project in China and
Section Three: Trade in Goods

Gas Infrastructure and Price

its success is encouraging for European companies
involved in this business.
2Q th 1RYHPEHU  &KLQD SXEOLVKHG LWV Energy
Development Strategy Action Plan () (Action
Plan  VHWWLQJ WDUJHWV IRU VKLIWLQJ WR D ORZHUFDUERQ
energy mix led by gas and renewable energy.  The
Action Plan VHW D WDUJHW RI SURGXFLQJ  ELOOLRQ FXELF
PHWUHVSHUDQQXP %&0$ RIVKDOHJDVE\7KLV
LVORZHUWKDQWKHSUHYLRXVWDUJHWRI%&0$VHWLQ
the 6KDOH *DV th )LYH<HDU 3ODQ ()<3) published in

2Q  st -XQH  WKH 7HFKQLFDO 6SHFLILFDWLRQV IRU
6KDOH *DV 5HVRXUFHV  5HVHUYHV &DOFXODWLRQ DQG
(YDOXDWLRQ '=7 , issued by the Ministry of
/DQGDQG5HVRXUFHV 02/$5 HQWHUHGLQWRIRUFH6 This
LVWKH¿UVWVKDOHJDVWHFKQLFDOVWDQGDUGLQ&KLQD
In addition to the developments in exploration and
production, the government also made significant
 &LUFXODUUHJDUGLQJ)LQDQFLDO6XEVLG\RI6KDOH*DV'HYHORSPHQW, MOF and NEA,
 th$SULO  YLHZHG  th 0D\  KWWSMMVPRIJRYFQ]KHQJZX[LQ[L
]KHQJFHIDJXLWBKWPO!
 83'$7( &KLQD FXWV VXEVLG\ IRU VKDOH JDV GHYHORSPHQW IRU 
Reuters th$SULO  YLHZHG th 0D\  KWWSDIUHXWHUVFRPDUWLFOH

trading of natural gas within and outside of China as

2Qth)HEUXDU\WKH1DWLRQDO'HYHORSPHQWDQG
Reform Commission (NDRC) issued the Management
0HDVXUHV RI 1DWXUDO *DV ,QIUDVWUXFWXUH &RQVWUXFWLRQ
DQG 2SHUDWLRQ VXEVHTXHQWO\ FRPLQJ LQWR HIIHFW RQ st
$SULOZKLFKDGGUHVVHGWKHLVVXHRIXQGHUJURXQG
gas storage by requesting natural gas sales enterprises
to establish natural gas reserves.  These measures
demonstrate that China recognises the importance
of underground storage for the development of the
Chinese gas industry and is now inviting all concerned
parties to participate in such activities with certain
minimum obligations of storage quantities.
3XEOLVKHG RQ  th )HEUXDU\  WKH 1($ FLUFXODU
on the Issuance of the Measures for Supervision of
WKH )DLU 2SHQLQJ RI 2LO DQG *DV 3LSHOLQH )DFLOLWLHV
(for Trial Implementation) introduced the concept of
TPA to unoccupied gas pipelines and related facilities
JDV VWRUDJH DQG /1* WHUPLQDOV  LQ D IDLU DQG QRQ
discriminatory manner.
Clean Coal
2Q  rd 0DUFK  WKH Notice on Regulating the
2UGHUO\'HYHORSPHQWRIWKH&RDO&KHPLFDO,QGXVWU\ was

FRPPRGLWLHV1HZVLG$)/1;4!
 6LQRSHF$GGV%LOOLRQ&XELF0HWHUV&DSDFLW\WR)XOLQJ6KDOH*DV)LHOG, Sinopec,
rd'HFHPEHUYLHZHGth0D\KWWSZZZVLQRSHFJURXSFRPJURXS
HQ6LQRSHFQHZVQHZVBBVKWPO!
 6LQRSHF3HWUR&KLQD3ODQ*URZWK,Q6KDOH2XWSXW7R0HHW*RDO%ORRPEHUJ,

 0HDVXUHVIRU6XSHUYLVLRQRI2SHQLQJ8S2LODQG*DV3LSHOLQH)DFLOLWLHVLQD)DLU
Manner1($th)HEUXDU\YLHZHGth0D\KWWSZZZMGVXSUDFRP
OHJDOQHZVHQFRXUDJLQJJDVGHYHORSPHQWLQFKLQDDZ!
 6KDQJKDL)UHH7UDGH=RQHWR%XLOGWKH1DWXUDO*DV0DUNHW3ULFLQJ&HQWHULQ$VLD
3DFL¿F$UHD&KLQDEJDRth)HEUXDU\YLHZHGth0D\KWWSZZZ

th6HSWHPEHUYLHZHGth0D\KWWSZZZXJFHQWHUFRPVLQRSHF
SHWURFKLQDSODQJURZWKVKDOHRXWSXWPHHWJRDO!
 (QHUJ\'HYHORSPHQW6WUDWHJ\$FWLRQ3ODQ  6WDWH&RXQFLOth November,
 YLHZHG th 0D\  KWWSZZZJRYFQ]KHQJFHFRQWHQW

FKLQDEJDRFRPLQIRKWPO!
 0DQDJHPHQW0HDVXUHVRI1DWXUDO*DV,QIUDVWUXFWXUH&RQVWUXFWLRQDQG2SHUDWLRQ,
1'5&  th )HEUXDU\  YLHZHG RQ  th 0D\  KWWSZZZJRYFQ
]KHQJFHFRQWHQWBKWP!
 Circular of the National Energy Administration on the Issuance of the Measures

FRQWHQWBKWP!
6 7HFKQLFDO 6SHFLILFDWLRQV IRU 6KDOH *DV 5HVRXUFHV  5HVHUYHV &DOFXODWLRQ DQG
Evaluation02/$5st$SULOYLHZHGth0D\KWWSZZZPOUJRYFQ
]ZJN]\W]WBKWP!
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Implementation) 1($  YLHZHG th -XQH  KWWS]I[[JNQHDJRYFQ
DXWRWBKWP!

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

2015/2016

published by the NDRC. The threshold for domestic

&RPSHWLWLYHDQG'LYHUVL¿HG3RZHU0DUNHW

coal chemical project access and approval was greatly
raised, with such a substantial obstruction to project

2Qth$SULOIROORZLQJWKH6KHQ]KHQDQG,QQHU
Mongolia power reform pilots, Anhui, Hubei, Ningxia,

approvals bringing almost all projects to a standstill.
Fifteen demonstration projects were approved under
the 12th)<3.

DQG<XQQDQ DOVR EHJDQ FRQGXFWLQJ WUDQVPLVVLRQ DQG
distribution pricing reform pilots. The prices paid to
the transmission and distribution operator are currently
based on historical transmission and distribution rates

7KH DSSURYDO RI SURMHFWV EHJDQ WR ORRVHQ DV RI 

EXWZLOOJUDGXDOO\EHVZLWFKHGWRUHÀHFWWKHXQGHUO\LQJ

:LWKLQ WKH PRQWK RI 0DUFK   FRDO FKHPLFDO

FRVWVXVLQJDFRVWSOXVUHJXODWHGUHWXUQEDVLV

projects received the NDRCs preliminary approval to
carry out various studies on a potential project over a
short period and the call for possible commercialisation
of mature coal transformation (CTX) technologies
became louder. Further encouraged by regions rich in
coal, many national, regional and private coal, oil and
gas, and power companies joined this new CTX wave,
and some companies started construction without
ZDLWLQJIRU¿QDODSSURYDOIURPWKH1'5&



2Q th 0DUFK  WKH 6WDWH &RXQFLO UHOHDVHG WKH
2SLQLRQV RQ 'HHSHQLQJ WKH 5HIRUP RI WKH (OHFWULFLW\
System.  It contains new policy suggestions for
deepening reforms of the electricity market. The policy
suggestions include several important goals. The
government aims to allow multiple parties, including
industrial parks, social capital investment companies,
water and gas utilities, energy services companies

,Q  &KLQD V RYHULQYHVWPHQW WUHQG KDOWHG
Modern coal chemical projects were removed
from the Catalogue of Encouraged Industries for
Western Regions, and the NEA issued the Notice on
2UGHUO\ 'HYHORSPHQW RI &RDO WR /LTXLG DQG &RDO WR
6\QWKHWLF1DWXUDO*DV,QGXVWU\ followed by the Energy
'HYHORSPHQW6WUDWHJ\$FWLRQ3ODQ  . The
market interpreted this notice as a sign of change for the
modern coal chemical industry. Regulatory uncertainty
and changes in policy support are puzzling investors.
Obtaining financing to start new projects and for
projects under construction also became increasingly
GLI¿FXOW%XWWKHLQGXVWU\EHOLHYHVWKDW&KLQDVWLOOQHHGV
WRUHO\RQFRDODVDSULPDU\VRXUFHRIHQHUJ\LQWKHPLG
WHUPDQGFRQVLGHUVFRDOEDVHGFRDOFKHPLFDOVDVFOHDQ
coal utilisation.
1RWLFHRQ5HJXODWLQJWKH2UGHUO\'HYHORSPHQWRI&RDO&KHPLFDO,QGXVWU\, NDRC,
rd 0DUFK  YLHZHG  th 0D\  KWWSZZZVGSFJRYFQI]JJJ]J\I]
]FIJWBKWPO!
 Modern Coal Chemical Industry Planning to Release 15 Demonstration Projects
Approved Under the 12th\HDU3ODQ;LQKXDrd-XO\YLHZHGth0D\
KWWSQHZV[LQKXDQHWFRPHQHUJ\FBKWP!
 Modern Coal Chemical Industry Planning to Release, Project Approval Started to
Relax, Ebnewsnd0DUFKYLHZHGth0D\KWWSPDUNHWHEQHZFRP
PKJIE!
 7HQ 1HZ &RDO &KHPLFDO 3URMHFWV 5HFHLYHG /XWLDR IURP '5& &QHQHUJ\  th
$SULO  YLHZHG th 0D\  KWWSZZZFQHQHUJ\RUJPWPW]K
WBKWPO!
1HZ2SSRUWXQLWLHVDQG7HFKQRORJLFDO5HYROXWLRQRI1HZ&RDO&KHPLFDO,QGXVWU\,

retailers. Moreover, it seeks to change the revenue
model for China’s grid operators by setting transmission
and distribution prices based on a cost and reasonable
SUR¿WEDVLV
2Q  st  'HFHPEHU  WKH 1'5& UHOHDVHG D
SROLF\ UHODWHG WR WKH JDV DQG JDVILUHG WDULII OLQNDJH
mechanism, targeting a differentiated tariff mechanism
IRU FRPELQHGF\FOH JDV WXUELQH &&*7  DQG JDV
ILUHG SURMHFWV DQG HQFRXUDJLQJ RQJULG WDULIIV WR EH
GHWHUPLQHGE\WKHSRZHUJHQHUDWRUDQGHQGXVHUV
2Q rd 2FWREHU  WKH 1'5& WKH 1($ DQG WKH
0LQLVWU\ RI +RXVLQJ DQG 8UEDQ5XUDO 'HYHORSPHQW
(MOHURD) released the Notice on Detailed Implementation
IRU*DV'LVWULEXWHG(QHUJ\'HPRQVWUDWLRQ3URMHFWV (NDRC
(QHUJ\1R  It includes detailed rules related
to such demonstration projects.
Transportation Fuel Quality
2Q th$SULO  WKH 6WDWH &RXQFLO LQWURGXFHG QHZ
PHDVXUHVWRDFFHOHUDWHWKHTXDOLW\XSJUDGLQJRIUH¿QHG
 1RWLFHRQ$FFHOHUDWLQJWKH5HIRUPRIWKH7UDQVPLVVLRQDQG'LVWULEXWLRQ(OHFWULFLW\
Prices 1'5& th$SULO  YLHZHG th 0D\  KWWSMJVQGUFJRYFQ
]FIJWBKWPO!
 2SLQLRQVRQ'HHSHQLQJWKH5HIRUPRIWKH(OHFWULFLW\6\VWHP6WDWH&RXQFLOth March,
YLHZHGth0D\KWWSZZZFKLQDVPDUWJULGFRPFQQHZV

6WDWH &RXQFLO  rd $SULO  YLHZHG  th  0D\  KWWSZZZJRYFQ
]KXDQWLFRQWHQWBKWP!
1RWLFHRQ2UGHUO\'HYHORSPHQWRI&RDOWR/LTXLGDQG&RDOWR6\QWKHWLF1DWXUDO*DV
Industry 1($ th -XO\  YLHZHG th 0D\  KWWS]I[[JNQHDJRYFQ

VKWPO"XWPBVRXUFH $]XUH&OHDQWHFK8SGDWH XWPBFDPSDLJQ EGIE$]XUHB
&KLQDB&OHDQWHFKB8SGDWHBB XWPBPHGLXP HPDLO XWPBWHUP BEFFFF
EGIE!
 1RWLFHRQ5HJXODWLQJ*DV¿UHG3RZHU7DULIIV1'5&st'HFHPEHUYLHZHGth

DXWRWBKWP!
 (QHUJ\'HYHORSPHQW6WUDWHJ\$FWLRQ3ODQ  6WDWH&RXQFLOth November,
 YLHZHG th 0D\  KWWSZZZJRYFQ]KHQJFHFRQWHQW
FRQWHQWBKWP!

0D\KWWSZZZVGSFJRYFQ]FIE]FIEW]WBKWPO!
 1RWLFH RQ 'HWDLOHG ,PSOHPHQWDWLRQ IRU *DV 'LVWULEXWHG (QHUJ\ 'HPRQVWUDWLRQ
Projects1'5&1($02+85'rd2FWREHUYLHZHGth0D\KWWS
ZZZFKLQDJDVRUJFQW]JJKWPO!
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(ESCOs) and generators to compete as electricity

Third Plenum Reality Check
What did the Third Plenum’s Decision say?

We must put in place a modern market system
in which enterprises enjoy independent
management and fair competition … products
and factors of production flow freely and

What is the reality?

Status

Foreign investors in China are excluded from direct
bidding in shale gas licence rounds, and rules on indirect
access through PSCs are unclear. In addition, technical
data are not readily available to foreign and private
investors to allow an independent technical evaluation of
the resource potential.

are exchanged on an equal basis, strive
to remove market barriers and raise the
HI¿FLHQF\DQGIDLUQHVVRIUHVRXUFHDOORFDWLRQ

Discriminatory barriers, such as localisation for
demonstration projects, prevent China from
establishing an equal and transparent market to
DFKLHYH&KLQD¶VORQJWHUPFOHDQFRDOVWUDWHJ\

Section Three: Trade in Goods

We must actively and in an orderly manner
SURPRWHPDUNHWRULHQWHGUHIRUPLQZLGWKDQGLQ

Although China has started with reforming national

depth, greatly reducing the government's role in

gas pricing, there is still a need for a clear scheme for

the direct allocation of resources, and promote

this reform. Any such scheme should include a pricing

resources allocation according to market rules,

structure that rewards gas for the value it offers, while

market prices and market competition, so as to
PD[LPLVHWKHEHQH¿WVDQGRSWLPLVHWKHHI¿FLHQF\

simultaneously discouraging the use of coal.

%RWKWKHSXEOLFDQGQRQSXEOLFVHFWRUVDUHNH\
components of the socialist market economy,
and are important bases for the economic and
VRFLDOGHYHORSPHQWRI&KLQD>DQG@«:HZLOO
continue to break up all forms of administrative
monopoly.

The power grid and the gas network are monopolised
E\ D IHZ VWDWHRZQHG JULG FRPSDQLHV WKDW DUH QRW
subject to appropriate supervision and transparency
UHTXLUHPHQWV7KLV PDNHV &KLQD¶V RQJULG V\VWHP
opaque for foreign companies and in this way adds
market access barriers.
Some local manufacturers and service suppliers can
receive subsidies and preferential treatment in certain
segments of the energy equipment market. Moreover,
WKH (GULYH FRPSUHVVRU PDUNHW LV GRPLQDWHG E\
one Chinese SOE, whereas the main associated
components are also dominated by SOEs.

We will establish and improve an environmental
protection system that strictly supervises the
emission of all pollutants, and independently
conduct environmental supervision and

Enforcement of the advanced fuel standards—
1DWLRQDO,9DQG9²ZKLFKZRXOGLPSURYHWKHTXDOLW\
of transportation fuels, is lacking.

administrative law enforcement.
JDVROLQH$V
J
JD
VROLQH$V RI  DOO YHKLFOHV LQ WKH  SURYLQFHV
and municipalities of eastern China should use fuels,
including gasoline and diesel, that adhere to the
1DWLRQDO 9 VWDQGDUG )XHOV LQ OLQH ZLWK WKH VWDQGDUG
should be supplied nationwide as early as January

2Q th -XQH  WKH 6WDQGDUGLVDWLRQ$GPLQLVWUDWLRQ
of China (SAC), under the General Administration
 China speeds up fuel quality upgrading for better air, Xinhuath$SULOYLHZHGth
0D\KWWSHQSHRSOHFQQFKWPO!
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of Quality Supervision, Inspection and Quarantine
(AQSIQ), issued the 1DWLRQDO 9 'LHVHO 7HFKQLFDO
6WDQGDUG  ZKLFK ZLOO EH LPSOHPHQWHG RQ  th
'HFHPEHU
Energy Equipment
2Q  th$SULO  WKH 1($ SXEOLVKHG WKH Special
Programme for 2015 Indigenous Energy Innovation and

 &KLQD9'LHVHO7HFKQLFDO6WDQGDUG6$&th-XQHYLHZHGRQth-XQH
KWWSZZZVDFJRYFQJME]JJ!
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Energy Equipment. Seventy projects passed the initial

key ones that could significantly boost the shale gas

review by the China Machinery Industry Federation
(CMIF) and the China Electrical Equipment Industrial

industry’s development, if adequately addressed.

Association (CEEIA). According to the programme,

1.

Quantity and quality of shale gas acreage available
for public bidding

these kind of projects will enjoy subsidies amounting to
WRSHUFHQWRIWKHLQYHVWPHQW

In China, private companies have been generally
excluded from upstream access. Most oil and gas

Negotiations on the EU-China Comprehensive

blocks are held by National Oil Companies (NOCs).

Agreement on Investment (CAI)

While they have been heavily investing in conventional

5HJDUGLQJWKH(8&KLQD&$,QHJRWLDWLRQVWKH(QHUJ\
Working Group would like to emphasise the following

resources development to ensure supply to domestic
PDUNHWWKH\GRQRWKDYHVXI¿FLHQWFDSLWDOWRWKRURXJKO\

LVVXHV

H[SORUH ORQJWHUP XQFRQYHQWLRQDO UHVRXUFHV VXFK DV

 Discriminatory barriers should be eliminated to

shale gas, across all their existing acreage. As a result,

DFKLHYH&KLQD¶VORQJWHUPFOHDQFRDOVWUDWHJ\
 Foreign investors in China should get access to
direct bidding in shale gas licence rounds.

much promising acreage for shale gas lacks exploration
DFWLYLWLHVDPDMRUFDXVHRI&KLQDKDOYLQJLWVVKDOH
gas production target.

 There is a lack of transparency in and supervision of
Realising the situation and limitations of China’s NOCs,

DQGWKHJDVQHWZRUNDUHPRQRSROLVHGE\DIHZVWDWH

and in order to accelerate development of shale gas,

owned grid companies.
 Preferential treatment in certain segments of the

WKH 02/$5 PDGH VKDOH JDV DQ LQGHSHQGHQW PLQHUDO
UHVRXUFH LQ  DQG LQWURGXFHG D SXEOLF ELGGLQJ

energy equipment market should be addressed.

Key Recommendations

V\VWHPIRUVKDOHJDVOLFHQVLQJ7KLVLVDVLJQL¿FDQWVWHS
towards breaking the monopoly of the upstream sector.
+RZHYHUWKH¿UVWWZROLFHQFHURXQGVKHOGLQDQG

1. Unconventional Oil and Gas

 RQO\ DZDUGHG D OLPLWHG QXPEHU RI EORFNV  DQG
  ZLWK SURVSHFWLYLW\ JHQHUDOO\ OHVV DWWUDFWLYH WKDQ

1.1 Improve Upstream Acreage and Data Access to

WKRVH EORFNV KHOG E\ 12&V 'XULQJ  WKHUH

Foster Shale Gas Development
Concern
A fast and healthy development of the shale gas
industry needs competition and participation of a large
number of capable upstream players, yet, to date,
foreign investors in China are excluded from direct
bidding in shale gas licence rounds, and rules on
indirect access through PSCs are unclear. In addition,
technical data are not openly available to foreign and
private investors to allow an independent technical
evaluation of the resource potential.
Assessment
Despite the huge resource potential, China recently
KDOYHG LWV VKDOH JDV SURGXFWLRQ WDUJHW WR  %&0$
E\  DV D UHVXOW RI LQDGHTXDWH LQYHVWPHQW LQ
exploration and development.

had been rumours about a potential third shale gas
licence round, but so far it has not yet been launched.
One of the major reasons for this delay is said to be
lack of quality blocks to offer.
2.

Upstream access to foreign energy companies

In addition to the quantity and quality of available
DFUHDJHOLPLWHGDFFHVVIRUIRUHLJQLQYHVWHGHQWHUSULVHV
(FIEs) is another major hindrance to shale gas
GHYHORSPHQW,QWKH¿UVWWZROLFHQFHURXQGV),(VZHUH
not allowed to directly bid, but were able to participate
WKURXJK MRLQW YHQWXUHV -9V  ZLWK D &KLQHVH SDUWQHU
+RZHYHU ZRUOGZLGH H[SHULHQFH VKRZV WKDW D -9 LV
not the most suitable business model for upstream
LQYHVWPHQW ZKLFK UHTXLUHV IOH[LELOLW\ IRU KLJKULVN
exploration activities. In addition, there would be
LQVXI¿FLHQWWLPHWRSK\VLFDOO\FUHDWHD-9GXULQJWKHWLPH
period stipulated in licence rounds after the block’s
information is released.

Among all the issues, the following three may be the
Under conventional oil and gas regulations, FIEs can
 6SHFLDO3URJUDPPHIRU,QGLJHQRXV(QHUJ\,QQRYDWLRQDQG(QHUJ\(TXLSPHQW
1($th$SULOYLHZHGth0D\KWWS]I[[JNQHDJRYFQDXWR
WBKWP!

 µ%ORFN¶LVDWHUPXVHGLQWKHRLODQGJDVLQGXVWU\ZKLFKUHIHUVWRDVSHFL¿HGDUHDWKDW
is licensed to a company for upstream activities.
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WKHRQJULGV\VWHPGXHWRWKHIDFWWKDWWKHSRZHUJULG

access acreage through signing PSCs with NOCs.
But for shale gas, the regulatory framework is lacking.
There is no clarity on whether PSCs can be signed for
blocks awarded through licence rounds, or what the
relevant process or requirements are.

Recommendations
 Strengthen acreage governance and make more
quality acreage available for future public bidding by
WKH02/$5
 :RUNRXWDWLPHOLQHDQGVSHFL¿FUXOHVRQKRZIRUHLJQ
investors may participate in shale gas exploration

In fact, no International Oil Companies (IOCs) have

and development through, for example, direct

signed any PSCs on shale gas blocks awarded during

bidding or PSCs.

the two licence rounds (due to all the reasons stated

 Establish a model Shale Gas PSC or issue relevant

above). However, almost all IOCs in China have tried
or have been trying to access shale gas blocks held

 Introduce a data sharing mechanism to allow

by NOCs through the PSC model. Unfortunately,

companies, including foreign companies with

negotiations have been challenging and only one FIE

DSSURSULDWHTXDOL¿FDWLRQVWRDFFHVVRLODQGJDVGDWD

guidelines as soon as possible.

PDQDJHGWRVLJQXSD36&ZKLFKLVWKH¿UVWDQGRQO\
shale gas PSC in China. A major difficulty constitutes

2. Gas Infrastructure and Price

WKH ODFN RI D ZLGHO\UHFRJQLVHG PRGHO VKDOH JDV

2.1 Progressively Develop TPA

PSC that addresses the special characteristics of
to offer terms developed from conventional PSCs,

Concern
The current gas infrastructure is not as efficient as

ZKLFK PD\ QRW EH DSSURSULDWH IRU VKDOH JDV DQGRU
commercially attractive to IOCs.

it should be due to unused capacities, attempts to
duplicate basic infrastructure, lack of flexibility and

Section Three: Trade in Goods

unconventional resources. As a result, NOCs tend

/LPLWHGDFFHVVWRDFUHDJHDQGKXJHFDSLWDOUHTXLUHPHQWV
combined with uncertain commerciality have deterred

inadequate price signals, and this limits the penetration
of gas and offers insufficient flexibility to adequately
supply the market.

IOCs from making investment decisions. In fact, some
European companies have exited or are considering

Assessment

withdrawing from shale gas investment in China,

The opening up of the market with the decision

particularly due to the current low price of oil and
LQGXVWU\ZLGHFDSLWDOUHGXFWLRQV

to progressively implement TPA and the recent
establishment of a natural gas exchange platform in the
CSPFTZ will certainly create more favourable conditions

3.

Unlike in many countries where oil and gas data

IRU D PDUNHWRULHQWHG JDV SULFH UHIRUP +RZHYHU D
successful marketplace cannot merely be the result of a

are easily available to producers, such data are
usually owned by NOCs in China and considered as
commercial secrets or even state secrets. Information

political decision, but is instead the direct consequence
of the existence of a deep, liquid and transparent
market. In such a market, traders of all kinds and

sharing is rare in the industry, even among NOCs. This
RIWHQOHDGVWRDQRYHUODSRIGULOOLQJDFWLYLWLHVDQGOHVV
efficient deployment of investment capital. Moreover,

nationalities, including gas producers, gas users, gas

it restricts the whole industry from developing a deep
and thorough understanding of subsurface of relevant

with a minimum of constraints.

basins or regions, a critical factor for unconventional
resource development which usually requires thousands
of development wells across a large area.

The successful development of such a platform
depends on four prerequisites, which still need to be
LPSOHPHQWHG

7KHODFNRIDQLQGXVWU\ZLGHGDWDVKDULQJV\VWHPDOVR
poses a barrier to IOCs, which are interested in shale

 The possibility for the market to interact very closely
with a physical gas system over a given region, to
be operated by an independent transmission system

gas exploration and developments. The reason is that
they can only negotiate data purchases through a

operator (TSO) under a fully TPA system. In fact,
little progress has been achieved over the last year

bilateral cooperation agreement with an NOC, and this
process is often long and complicated.

IRUWKHGH¿QLWLRQRIFOHDUDQGSUDFWLFDOUXOHV UHJXODWHG
pricing of infrastructure, fairness, and resolution of
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FRQÀLFWVGH¿QLWLRQRIVXUSOXVFDSDFLW\DQGWKHUROH

underground storage for the sound development of the

and power of the regulator), and there is not yet
an independent regulatory authority to monitor the

gas market is obvious, current regulated gas tariffs do
QRWUHÀHFWVXFKFRVWVDQGGRQRWUHFRJQLVHLWVYDOXH

proper implementation of such rules.
 /LTXLGLW\ WR EH HIILFLHQW D PDUNHWSODFH QHHGV WR

Underground gas storage interconnected with the

operate within parameters that are big enough in
terms of volume and number of actors. But the

midstream high pressure gas transmission systems are
certainly more cost effective methods for addressing

current market is still dominated by a few gas

UHJLRQDOPXQLFLSDO PRGXODWLRQ QHHGV WKDQ ORFDO /1*

suppliers.

EDVHG SHDNVKDYLQJ VROXWLRQV ,QFHQWLYHV VKRXOG
therefore be given to midstream and downstream

 Transparency and clear rules are a must.
 Utilisation of the right Information Technology (IT)
tools.

operators to invest in such storage facilities, including
WKH ULJKW WR DFFHVV DTXLIHU RU RLO DQG JDVGHSOHWHG
porous structures (often part of hydrocarbons

Recommendations
 3URPRWH D IXOO WUDQVSDUHQW DQG QRQGLVFULPLQDWRU\

exploration permits, today exclusively owned by
upstream NOCs).

TPA regime for all gas midstream infrastructure,
including transmission pipelines (at national and
UHJLRQDO OHYHOV  /1* UHFHLYLQJ WHUPLQDOV DQG

underground storage to attract private and foreign

 Create independent operators and provide incentives
for infrastructure holders to share their gas

LQYHVWPHQW LQ WKLV VHFWRU DQG UHIOHFW LW LQ WKH HQG

infrastructure with other players.
 Ensure the visibility of the capacities of such
infrastructure to the regulator and other market

 Facilitate the aggregation of storage needs and
capacities at the regional level.

players.
 'HYHORSFOHDUGH¿QLWLRQVDQGSURFHVVHVIRUSULFLQJ
IDLUQHVVUHVROXWLRQRIFRQÀLFWVGH¿QLWLRQRIVXUSOXV
capacity, and the role and power of the regulator.

users’ regulated tariffs.

 *LYHDFFHVVWRXQGHUJURXQGJHRORJLFDOGDWDWRQRQ
national oil companies to accelerate the development
of new storage capacities.
2.3 Disclose a Clear Scheme for Natural Gas Pricing
Reform

2.2 Accelerate the Development of Underground
Gas Storage

Concern
1DWXUDO JDV LV DQ HQHUJ\ YHFWRU FOHDQHU WKDQ FRDO LW

Concern
As demand for natural gas increases across the
country, there is an urgent need for additional gas

is an energy of transition that offers high flexibility,
reduced atmospheric pollution, decreased carbon
emissions, enabling peak power generation as well as

storage capacity.

highly efficient combined generation of heat, cooling
and power, and unlocking intermittent renewable
penetration. The gas pricing structure should therefore

Assessment
,VVXHG E\ WKH 1'5& RQ  th  )HEUXDU\  DQG
FRPLQJ LQWR HIIHFW RQ st$SULO  WKH Management
0HDVXUHV RI 1DWXUDO *DV ,QIUDVWUXFWXUH &RQVWUXFWLRQ

reward gas for the value it brings, while simultaneously
discouraging the use of coal.

DQG2SHUDWLRQ, address this issue by requesting natural
gas sales enterprises to establish natural gas reserves.

Assessment
*DVSULFHVVKRXOG

Underground gas storage currently under development
by NOCs is far from meeting market needs and new

 be linked to international gas prices, as China is
more and more dependent on import;
 clearly identify and reflect the costs associated with

potential players—private or public downstream
operators, gas sellers or shippers—which are now

the supply of each type of consumer (molecule,
transmission costs, storages costs, distribution costs );

allowed to invest in this infrastructure, have little or
no incentive to do so. While the economic value of

 prevent cross subsidies and market distortions
(subsidisation of certain categories of end
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underground storage.

Recommendations
 Develop a clear assessment of the market value of

users, if needed, should be done by other social
mechanisms); and
 HQMR\ SROLFLHV IHHGLQ WDULIIV HPLVVLRQ WUDGLQJ
mechanisms etc.) that recognise the environmental

Recommendations
 Revise the national gas standard to suit today’s
industrial needs.
 Promote energy metering.

EHQH¿WVRIQDWXUDOJDV

3. Clean Coal
As the establishment of a liquid and competitive market
in the gas sector will be a very long process, most of

3.1 Promote Clean Coal to Improve Air Quality and
(QHUJ\(I¿FLHQF\

the distributed gas will have to remain regulated, with
a price structure that more accurately reflects and
remunerates the different components of the gas chain.
Recommendations
 5HÀHFWWKHUHDOFRVWRIVXSSO\IRUHDFKFDWHJRU\RI

Policy orientation on coal utilisation and modern
coal chemicals has been changing back and forth
significantly, creating confusion for businesses
involved in clean coal. Discriminatory barriers, such as

 Recognise the real value offered by natural gas to the

localisation for demonstration projects, also prevent
China from establishing an equal and transparent

&KLQDHQHUJ\PL[ ÀH[LELOLW\KLJKHI¿FLHQF\WKURXJK

PDUNHW WR DFKLHYH &KLQD¶V ORQJWHUP FOHDQFRDO

combined generation, low carbon emissions).

strategy.

end users, and avoid cross subsidies.

Section Three: Trade in Goods

Concern

 Properly remunerate the different segments of the
gas chain so as to attract investments in necessary
new infrastructure, in particular storage.
 Help end users to manage their expectations and
deal with risks over time.
2.4 Revise the National Gas Standard to Suit Today’s
Industrial Needs, and Promote Energy Metering

Assessment
As the largest and still one of the fastest growing
economies worldwide, China faces significant
challenges in terms of energy demands and
environmental issues. Therefore, China consistently
focuses on limiting its imports of strategic feedstock,
such as crude oil, while improving the air quality in
GHQVH DQG KLJKO\SROOXWHG (DVWHUQ &KLQD E\ UHSODFLQJ

Concern

coal with natural gas. China has chosen to leverage

Gas quality variations in China are going to increase
GXHWRGLYHUVL¿FDWLRQRIJDVVRXUFHV²HVSHFLDOO\/1*²

its abundant resources of coal in order to produce

increased interconnections and development of trading
activities.

V\QWKHWLFQDWXUDOJDVFOHDQIXHOVDQGSRO\ROH¿Q
Awareness about environmental issues has grown
significantly in China and for a number of years the

Assessment
7KH QDWLRQDO QDWXUDO JDV VWDQGDUG *%
HIIHFWLYH VLQFH st 6HSWHPEHU  LV QRZ RXWGDWHG
and cannot meet today’s needs. The two main issues of
WKHQDWXUDOJDVVWDQGDUGLQFOXGH

Chinese Government has been trying to contain
environmental damage. However, there is sometimes

 DODFNRIGH¿QLWLRQRIWKHFRPSRQHQWVRIQDWXUDOJDV
and
 a heating value scope that is too large and affects

The critical balance between energy security and
mitigating environmental impact is to not only set,
EXW DOVR DSSO\ DQG VXSHUYLVH ULJRURXVO\ WKH ZRUOG

the exchange of gases from different sources and
areas, and prevents interconnections between

class utilisation ratios for precious natural resources
such as water and coal, and to strive for the lowest

regional and national pipelines, which could damage
the operation of certain gas users.

environmental footprint in terms of water, coal and
waste per energy equivalent output.

In addition energy metering is a must for trading
activities and fair invoicing of clients.

European companies have the ability to introduce
technical solutions that integrate best available
technologies to its customers in China. But coherent

an overlap and a lack of coordination in terms of the
policies released by different administrations.

energy policies, transparent selection criteria and a
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SURSHU LQFHQWLYH VFKHPH DUH QHHGHG WR EXLOG D PLG

However some CCHPs, such as Beijing South Station’s

WHUP FOHDQFRDO VWUDWHJ\ IRU &KLQD GXULQJ LWV HQHUJ\
transition period. The current CTX project approval

CCHP, had been unable to access the local power

process is complex and arbitrary and involves

DQG HQYLURQPHQWDOO\IULHQGO\ SRZHU VXFK DV &&+3

different ministries, such as the NEA and the Ministry

VKRXOG EH HQFRXUDJHG E\ DSSO\LQJ WUDQVSDUHQW RQ

of Environmental Protection (MEP), as well as local
governments. Incentives or penalties should therefore

grid principles and guaranteeing them with reasonable

grid, rendering the project idle for six years. Efficient

utilisation hours.

be clear and unambiguous. This way, investments in
the modern coal chemical industry can be rationalised

The Shenzhen and Inner Mongolia power reform

DQGDOLJQHGZLWK&KLQD¶VORQJWHUPHQHUJ\VWUDWHJ\

pilots are the first two pilots that intend to set power
transmission tariffs separately and allow direct power

Recommendations

transaction between generators and large power

 (VWDEOLVK D WUDQVSDUHQW VWDEOH ORQJWHUP SROLF\

users. As the reforms are ongoing and with the central

framework for clean coal development while allowing

government planning to launch it nationally, an orderly

the market to play its determining role.

DQGWUDQVSDUHQWJULGDFFHVVSULQFLSOHLVHVVHQWLDO

 Clarify the definition of demonstration projects in
coal conversion as well as its link with the )RUHLJQ
,QYHVWPHQW,QGXVWU\*XLGDQFH&DWDORJXH.
in clean coal in order to avoid an overall and lack of
coordination.
 Establish transparent and measurable industry
standards for clean coal applications to encourage
DQG UHZDUG EHVWLQFODVV WHFKQRORJLHV LQ WHUPV RI
SOx, NOx, particles emissions, water utilisation and
energy efficiency, and enhance the supervision of
the application of such standards.
 Incentivise, promote and finance pilot projects to
LPSURYH WKH HQYLURQPHQWDO IRRWSULQW RI FRDOEDVHG
products by applying, for example, CCUS with EOR,
and open such incentives to European companies.

 Assess and adjust power transmission tariffs by
VHWWLQJXSDUHDVRQDEOHSULFHVHWWLQJPHFKDQLVP
 Open up access to the power grid and allow more
electricity retailers to enter the market and introduce
reasonable regional competition.
 Establish a transparent power dispatching system
DQG D FOHDU RQJULG SULQFLSOH ZKLFK DUH DYDLODEOH WR
JXLGHSURSHURQJULGDFFHVV
4.2 Ensure Rigorous Emissions Policies in the Coal¿UHG3RZHU6HFWRUDQG,QWURGXFHD&DUERQ3ULFH
and Peak-shaving, On-grid Tariff
Concern
7KHUH DUH XQFHUWDLQWLHV RYHU DFKLHYLQJ XOWUDORZ

&RPSHWLWLYHDQG'LYHUVL¿HG3RZHU0DUNHW
4.1 Make Dispatching Rights of Grid Companies
Transparent and Access to the Power Grid Open
and Fair

HPLVVLRQVE\UHWUR¿WWLQJLQFRDO¿UHGSRZHUSODQWVVXFK
as whether the emissions, particularly carbon dioxide
(CO HPLVVLRQVZLOOEHLQOLQHZLWKJDV¿UHGHPLVVLRQ
VWDQGDUGVLQWKHORQJUXQ

Concern

Assessment

The power grid network is monopolised by a few
VWDWHRZQHG JULG FRPSDQLHV ZKLFK FUHDWHV D ODFN RI

An alternative option for using China's abundant coal
resource base in a much cleaner way has taken centre

WUDQVSDUHQF\ LQ DQG D ODFN RI VXSHUYLVLRQ RI WKH RQ
grid system.

VWDJH ,W LV FDOOHG µXOWUDORZ HPLVVLRQV¶ RU µQHDU]HUR
emissions’, which would effectively transfer China’s
HPLVVLRQV VWDQGDUGV IRU JDVILUHG &&*7V WR WKH FRDO

Assessment
Clean air mandates are tightening to address severe
air pollution across the country. Coal use is a primary

¿UHGSRZHUVHFWRU

target in reducing conventional pollutant emissions. The
ongoing diversification away from coal and the recent

advanced pollutant mitigation technology and reduce
HPLVVLRQV WR OHYHOV VLPLODU WR JDVILUHG &&*7V 7KH

SUHVLGHQWLDO SOHGJH WR FDS FDUERQ HPLVVLRQV E\ 
are accelerating renewable and CCHP deployment.

application of relevant technologies has yet to be
tested in China on a large scale and it will take time

7KLV RSWLRQ UHTXLUHV FRDOILUHG SRZHU SODQWV WR GHSOR\
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 Clarify the role of each administration that is involved

Recommendations

to prove that all plants can consistently achieve the

Recommendations

XOWUDORZ HPLVVLRQV VWDQGDUGV DFURVV WKH FRXQWU\ ,Q
the meantime, China’s regional carbon market pilots

 Increase the average utilisation of gas power and
drive future demand growth in the next few years

are progressing steadily, but future development of the

by applying a peak shaving tariff, carbon emissions

market is still uncertain.

trading and other preferential tax policies.
 Deepen the reforms related to the natural gas

Recommendations

LQGXVWU\WRUHÀHFWUHDOPDUNHWSULFHOHYHOVDQGIXUWKHU

 Enforce rigorous emissions policies to pave the

deregulate gas access.

ZD\ IRU GHYHORSLQJ DQ HIILFLHQW DQG OHVV HPLVVLRQ
intensive power industry.
 ,QWURGXFH D UHDVRQDEOH SHDNVKDYLQJ RQJULG
tariff as well as a carbon price to reflect fuel and
environmental costs.

5. Transportation Fuel Quality
5.1 Improve Fuel Quality Standards by Enforcing Their
Implementation, Opening Imports and Banning
Polluting Vehicles

 Make EIAs for new coal power projects more

Section Three: Trade in Goods

stringent.

Concern

 Ensure that all monitoring systems are operational

'HVSLWH WKH LQWURGXFWLRQ RI DGYDQFHG 1DWLRQDO ,9 DQG

and methodologies are consistent with the new

9 IXHO VWDQGDUGV *%   ZKLFK DUH VHW WR

regulations.

improve the quality of transportation fuels, enforcement
of their implementation is lacking. Furthermore, there is

4.3 Develop Gas Power Generation Appropriately

a distinct lack of clear timelines and strict guidelines for
their implementation across China, which demonstrates

Concern

a clear need for greater governance.

,Q  WKH SURSRUWLRQ RI LQVWDOOHG JDVILUHG FDSDFLW\
LQWKHZRUOG VPDMRUGHYHORSHGFRXQWULHVZDVDERYH
SHUFHQWLQ(XURSHSHUFHQWLQWKH8QLWHG6WDWHV 86 
DQGSHUFHQWLQ-DSDQZKLOHWKH¿JXUHIRU&KLQDZDV
RQO\SHUFHQW&KLQD¶VJDVSRZHULQVWDOOHGFDSDFLW\
increased, but utilisation decreased to only two per cent
LQLWVSRZHUPL[

Assessment
2Q WKH  th -XQH  WKH 6$& XQGHU WKH$46,4
issued the 1DWLRQDO 9 'LHVHO 7HFKQLFDO 6WDQGDUG 
IRU LPSOHPHQWDWLRQ RQ  th 'HFHPEHU  'HVSLWH
this, only a few municipalities (Beijing and Shanghai)
are showing signs of implementation planning for the
1DWLRQDO 9 IXHO VWDQGDUG DOWKRXJK D ODFN SHUVLVWHQF\

Assessment
*DVILUHG SRZHU UHPDLQV D VPDOO VKDUH LQ WKH SRZHU

has also been observed in these municipalities.

sector, accounting for only four per cent of the total
installed capacity and only two per cent of the power
JHQHUDWLRQ LQ  DV RQJULG WDULIIV IRU JDVILUHG

A recent survey shows that the municipalities which
VWULFWO\ LPSOHPHQWHG WKH 1DWLRQDO ,9 DFFRXQWHG RQO\
IRU  SHU FHQW 0DQ\ ODUJH GRPHVWLF UHILQHULHV KDYH

power generally do not cover costs. With the continued
growth of domestic gas production, including the
ORQJWHUP SURVSHFW RI XQFRQYHQWLRQDO JDV DV ZHOO DV

WKHWHFKQLFDOFDSDFLW\WRSURGXFH1DWLRQDO,9VWDQGDUG
gasoline and diesel, which required implementation
E\  st 'HFHPEHU  DQG VRPH UHILQHULHV KDYH

increasing volumes of gas supply becoming available
in the international market, it is believed that China’s

WKH WHFKQLFDO FDSDFLW\ WR SURGXFH 1DWLRQDO 9 VWDQGDUG
fuels. In addition to that, a strong determination to

JDV¿UHGSRZHUSODQWVZLOOKDYHDFFHVVWRJUHDWHUJDV
VXSSOLHV LQ WKH FRPLQJ \HDUV %XW JDVILUHG SRZHU
including distributed CCHPs, will need more financial

reform fuel distribution would be required. In general,
there is a lack of clear timelines and strict guidelines for
LPSOHPHQWDWLRQ RI 1DWLRQDO ,9 DQG 9 IXHOV VXSSO\ DQG

VXSSRUW IRU GHYHORSPHQW7KH KLJKHU FRVW RI JDVILUHG
SRZHU FDQ EH RIIVHW RU SDUWLDOO\ RIIVHW E\ JRYHUQPHQW
SURYLGHG¿QDQFLDOVXSSRUWVXFKDVDOORFDWLQJDPDUJLQ

distribution.

RULQFHQWLYHWRJDV¿UHGSRZHUIURPDOWHUQDWLYHFKHDSHU
VXSSO\ RSWLRQV VXFK DV K\GUR DQG FRDOILUHG SRZHU

A greater focus on governance would provide the
necessary level of scrutiny that would significantly

sectors.

improve the overall delivery and implementation
of these standards. The Chinese Government has
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been working on the action plan to speed up the fuel

LQFHQWLYLVH WKHLU UHGXFWLRQ$OWKRXJK DSSUR[LPDWHO\ 

VWDQGDUGVEDVHGRQDPDUNHWOHGDSSURDFK

per cent of China’s road vehicles are diesel trucks,
WKH\ DFFRXQW IRU QHDUO\  SHU FHQW RI LWV WRWDO *+*

The working group anticipates that the government will

emissions from vehicles.

VFDOHXSWKHLPSOHPHQWDWLRQRIWKH1DWLRQDO9VWDQGDUG
XS WR  SURYLQFHV DQG PXQLFLSDOLWLHV WR FRYHU WKH
whole eastern region. It has been rumoured that the

Recommendations

government will also enforce the mandatory supply of

 (QIRUFH WKH LPSOHPHQWDWLRQ RI 1DWLRQDO ,9  9 IXHO
VWDQGDUGV *% 

DOOYHKLFOHJDVROLQHDQGGLHVHOLQFOXGLQJ%ELRGLHVHO

 Spread the implementation of pilot projects to test

WREHLQFRPSOLDQFHZLWKWKH1DWLRQDO9VWDQGDUGLQWKH
ZKROH HDVWHUQ UHJLRQ IURP WKH EHJLQQLQJ RI  DV

 2SHQLPSRUWVRI1DWLRQDO9IXHOVWDQGDUGRLOVXSSOLHV

part of its efforts to counter air pollution in the urban

where oil companies are unable to meet demand

cities.
7R VFDOH XS WKH LPSOHPHQWDWLRQ RI WKH 1DWLRQDO 9
standard at a national level, the government is planning

WKHLPSOHPHQWDWLRQRI1DWLRQDO,9 9IXHOVWDQGDUGV

EHFDXVHRIGHOD\VLQUH¿QHU\XSJUDGHLQYHVWPHQWV
 Incentivise the adoption of natural gas vehicles by
increasing the price of gasoline and especially diesel
at pump stations.

also formulating the targets for ensuring adequate clean
IXHO SURGXFWLRQ DQG VXSSO\ FDSDFLW\ E\  WR KDYH

and fuel oil.
 Publish an open access policy that enables third

concrete milestones for banning the sales of vehicle

parties to use wholesale logistics with demonstrable
spare capacity at competitive market rates.
 Accelerate oil refinery enterprises' upgrades

DQGVXEVLGLHVWRVXSSRUWWKHXSJUDGLQJRIUH¿QHU\SODQWV

JDVROLQHDQGGLHVHOEHORZWKH1DWLRQDO9VWDQGDUG
Even though the government has demonstrated
strengthened commitment to enforcement in the past
few months, the Energy Working Group believes
WKDW UHDFKLQJ WKH 1DWLRQDO ,9 VWDQGDUG LQ DOO &KLQHVH
UH¿QHULHVE\WKHHQGRIZLOOEHGLI¿FXOW+RZHYHU
LW LV OLNHO\ WKDW WKH LPSOHPHQWDWLRQ RI WKH 1DWLRQDO 9
VWDQGDUG IRU JDVROLQH ZLOO VWDUW LQ WKH %HLMLQJ7LDQMLQ
+HEHLUHJLRQE\WKHHQGRIDVSDUWRIWKHFOHDQDLU

including SOx, NOx, dust removal and hydrogen
conversion technologies.
 2SHQ WKH LQYHVWPHQW PRGDOLWLHV WR LQFOXGH 0 $
equity investments.
 Reinforce and introduce strict controls along the
whole supply chain down to stations’ fuel tanks in
order to enforce and control actual supply of National
,9 9IXHOV

action plan in the region.
5.2 Develop Quality Standards for LNG to Allow the
At the moment, minor and local refineries are still
struggling to produce National II and National III fuel
VWDQGDUGV7KLV LQFHQWLYLVHV WKH XVH RI FKHDS µKRPH
made’ diesel, which keeps pump prices low. At the

$XWRPRWLYH,QGXVWU\WR'HYHORS(I¿FLHQW(QJLQHV
Concern
&KLQDKDVDKXJHSRWHQWLDOWRXVH/1*DVDIXHOIRUWKH

same time, it discourages the uptake of natural gas and
/1*IXHOOHGYHKLFOHVDOWKRXJKWKRVHIXHOVFDQOHDGWR

transportation industry (trucks, buses, ships), but due to

VLJQL¿FDQWJUHHQKRXVHJDV *+* HPLVVLRQUHGXFWLRQV

are being faced with difficulties in developing efficient
/1*HQJLQHV

WKHODFNRI/1*TXDOLW\VWDQGDUGVHQJLQHPDQXIDFWXUHUV

As part of the governance measures, the banning of
VDOHV RI IXHOV DQG YHKLFOHV EHORZ 1DWLRQDO ,9 DQG 9
plays a crucial role. This could imply a strong control
of implementation not only at the refinery level, but

Assessment
Today, China has a large potential to develop and
SURPRWH /1* DV IXHO IRU WUXFNV +RZHYHU GXH WR D

DOVR DQG PDLQO\ DW GLVWULEXWLRQSXPS OHYHOV +HDY\
polluting vehicles, which are mostly diesel engines, are

ODFN RI TXDOLW\ VWDQGDUGV IRU /1* DV D IXHO HQJLQH
manufacturers have difficulties developing performing

a key challenge to improving air quality and require an
improved government policy response to enforce and

HQJLQHV IRU WKH PDUNHW &RQWUDU\ WR GLHVHO /1* DV
a fuel does not emit SOx and cuts emissions of CO
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to produce the right fuel standards. The government is

 %DQKHDYLO\SROOXWLQJYHKLFOHV
 'HYHORSVXI¿FLHQWTXDOLW\FRQWUROPHDVXUHVWKDWVWRS
WKHEOHQGLQJRIGLHVHOZLWKUH¿QHGXVHGOXEULFDQWRLO

to advance the timetable and allocate increased budget

DQG 12[ E\ DV PXFK DV  SHU FHQW DQG  SHU FHQW
respectively.



Moreover, there is a big interest from fleet owners in

IRUWKHGHVLJQDQGRSHUDWLRQRI66/1*WHFKQRORJLHV
VXFK DV VPDOO OLTXHIDFWLRQ SODQWV /1* VWRUDJH
fuelling stations for trucks and buses, and bunkering
stations for ships.

/1* DV LW QRW RQO\ H[FHHGV WKH (XURSHDQ HPLVVLRQ
standard Euro 6, but also costs less at the pump than

6. Energy Equipment

GLHVHO$OWKRXJK DQ /1* YHKLFOH FRVWV PRUH WKDQ D
GLHVHOYHKLFOHWKHORZHUIXHOFRVWVUHVXOWLQDSD\EDFN

6.1 Ensure a Level Playing Field for the Introduction
of Energy Equipment in the Market

WLPHRIDSSUR[LPDWHO\¿YH\HDUV

Section Three: Trade in Goods

Concern
,QWHUPVRIWKHODFNRI/1*TXDOLW\VWDQGDUGV(XURSHLV

Some local manufacturers and service providers can

dealing with the same problem. As China possesses by
IDUWKHODUJHVW/1*SRWHQWLDOLWFRXOGWDNHWKHOHDGRQ

receive subsidies and preferential treatment in certain
segments of the energy equipment market, meaning

this issue for the Chinese market and in a later stage at

that the companies using energy equipment or services

the global level.

in those segments have limited access to alternative
DQGZRUOGFODVVWHFKQRORJLHVDVDUHVXOW

Recommendations
 'HYHORS TXDOLW\ VWDQGDUGV IRU /1* WR DOORZ WKH
DXWRPRWLYHLQGXVWU\WRGHYHORSHI¿FLHQWHQJLQHV

Assessment
Some local manufacturers and service suppliers enjoy

 ,QFUHDVH FRRSHUDWLRQ ZLWK WKH (XURSHDQ 66/1*

strong support from the government and industrial

industry in order to establish international standards

DVVRFLDWLRQV LQ WKH HQHUJ\ HTXLSPHQW PDUNHW 2Q th
$SULO  WKH 1($ LVVXHG WKH Special Programme
for 2015 Energy Indigenous Innovation and Energy

5.3 Develop and Promote Clear Standards and Codes
for the Design and Operation of Small-Scale LNG
Technologies

Equipment  to support the development of local
manufacturers and service providers. But beyond

Concern

the subsidies listed in the programme, those local
manufacturers and service suppliers receive additional

Currently, no specific rules exist for the operation

preferential treatment.

RI ILOOLQJ DQG RSHUDWLQJ /1* DW IXHOOLQJ VWDWLRQV IRU
buses, trucks and ships, including the integration of

In addition, the government and industrial associations

FRPSUHVVHG QDWXUDO JDV &1*  DQG /1* GLVWULEXWLRQ
LQVWDOODWLRQV LQ PXOWLVHUYLFH VWDWLRQV DQG EXQNHULQJ

sometimes endorse market restrictions to foreign
companies in certain segments of the energy equipment

stations.

market. Foreign companies, even those that invest
and manufacture in China, are excluded from the
bidding process and even from domestic components

Assessment
7KHUH LV D VORZGRZQ LQ WKH GHYHORSPHQW RI 66/1*
technologies due to a lack of proper standards and
codes for the operation of those technologies and due to

SURFXUHPHQW VXFK DV LQ WKH SURMHFWV RI ORQJGLVWDQFH
natural gas pipelines.

market uncertainty, especially in terms of the bunkering
RI LQODQG DQG VKRUWVHD YHVVHOV &OHDU VWDQGDUGV DQG

Those local companies that are protected and
supported dominate the market. The domination closes

the development of codes and rules would give a boost
WR WKH IXUWKHU GHYHORSPHQW RI 66/1* ,W ZRXOG DOVR
increase equal treatment throughout the country.

the door to leading technologies from foreign companies
and to innovation from emerging local companies. The
domination does not satisfy the diversified demand

Recommendation
 Develop and promote, in partnership with experienced

emerging from the developing market, nor does it
stimulate technological innovation.

European industry players, clear standards and codes
 Environmental and Climate Change Issues in the Shipbuilding Industry, OECD
&RXQFLO:RUNLQJ3DUW\RQ6KLSEXLOGLQJ :3 1RYHPEHUSKWWSZZZ
RHFGRUJVWLLQGSGI!

194

Energy Working Group

 Special Programme for 2015 Energy Indigenous Innovation and Energy
Equipment1($th$SULOYLHZHGth0D\KWWS]I[[JNQHDJRYFQ
DXWRWBKWP!
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Case Study
Closed Market for E-Drive Compressor Units Used
in Chinese Long-Distance Gas Pipeline Projects
7KH (GULYH FRPSUHVVRU PDUNHW LV GRPLQDWHG
E\ RQH &KLQHVH VWDWHRZQHG HQWHUSULVH 62( 
Shenyang Blower Works Group Corporation
(SBWGC). Furthermore, the main associated
components that go into the manufacture of
(GULYHFRPSUHVVRUVDUHDOVRGRPLQDWHGE\62(V
such as Harbin Electric, Shanghai Electric and
IUHTXHQF\ FRQYHUWHUV$QVKDQ 5RQJ[LQ DQG 69$
Technologies.
7KHDERYHPHQWLRQHG62(VLQFOXGLQJFRPSUHVVRU
VXSSOLHUV PRWRU VXEVXSSOLHUV DQG IUHTXHQF\
FRQYHUWHU VXEVXSSOLHUV IRUPHG D FRQVRUWLXP
SLSHOLQH(GULYHFRPSUHVVRUXQLWELGGLQJSURFHVV
consequently, other vendors are not able to
participate.
Meanwhile, domestic motor and frequency
FRQYHUWHU VXSSOLHUV LQ WKH DERYHPHQWLRQHG
consortium are reluctant to quote to compressor
suppliers outside the consortium, including foreign
compressor manufacturers, even if they are
EDVHG LQ &KLQD WKURXJK -9V 6R &KLQD¶V (GULYH
FRPSUHVVRU XQLWV XVHG LQ ORQJGLVWDQFH JDV
pipeline projects is not an open market.

Recommendations
 2SHQDFFHVVDQGHQVXUHDOHYHOSOD\LQJ¿HOGIRUDOO
market players in the energy equipment market.
 Treat FIEs in China the same as domestic Chinese
enterprises so that they can enjoy fair treatment in
the bidding process and can compete for business
opportunities in China.
 5HGXFH WKH JRYHUQPHQW¶V LQÀXHQFH DQG HQFRXUDJH
open and fair competition in the supply chain of
energy equipment.
 Encourage collaboration between foreign companies
and domestic companies for technology transfer and
upgrading.

Abbreviations
AQSIQ

General Administration of Quality

BCM

Supervision, Inspection and Quarantine
Billion Cubic Metres

BCMA
CAI
&&*7 

Billion Cubic Metres per Annum
Comprehensive Agreement on Investment
&RPELQHG&\FOH*DV7XUELQH

CCHP
CCUS

Combined Cooling, Heat and Power
Carbon Capture Utilisation and

CEEIA

China Electrical Equipment Industrial

CMIF

Association
China Machinery Industry Federation

Sequestration

CNG
&1<

Compressed Natural Gas


CO
CSPFTZ

&KLQHVH<XDQ
Carbon Dioxide
China (Shanghai) Pilot Free Trade Zone

CTX

Coal Transformation

EIA

Environmental Impact Assessment

EOR
EUR

Enhanced Oil Recovery
Euro
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GHG
IOC
IT
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0 $

Section Three: Trade in Goods

and receive specific advantages in the gas
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)RUHLJQ,QYHVWHG(QWHUSULVH
)LYH<HDU3ODQ
Greenhouse Gas
International Oil Companies
Information Technology





-RLQW9HQWXUH
/LTXH¿HG1DWXUDO*DV
0HUJHUVDQG$FTXLVLWLRQV

MEP
MOF
02+85'

Ministry of Finance
0LQLVWU\RI+RXVLQJDQG8UEDQ5XUDO

02/$5 

Development
0LQLVWU\RI/DQGDQG5HVRXUFHV

NDRC

Ministry of Environmental Protection

NEA

National Development and Reform
Commission
National Energy Administration

NOC
NOx
PSC

National Oil company
Nitrogen Oxide
Production Sharing Contract

66/1* 
SOx

6PDOO6FDOH/LTXH¿HG1DWXUDO*DV
Sulphur Oxide

SAC
SBWGC
62( 

Standardisation Administration of China
Shenyang Blower Works Group Corporation
6WDWH2ZQHG(QWHUSULVH

TSO
TPA
US

Transmission System Operator
Third Party Access
United States
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Key Recommendations
1. Streamline Laws and Regulations on the Registration of Medical Devices
1.1 Increase Know-How to Evaluate the Safety and Effectiveness of Medical Devices
Based on Clinical Evaluations
 Increase the number of medical devices exempted from clinical trials.
 Provide training on the *XLGLQJ 3ULQFLSOHV RQ (YDOXDWLRQ RI &OLQLFDO 7ULDOV IRU 0HGLFDO 'HYLFHV
(*XLGLQJ3ULQFLSOHV) and reach consensus between the industry and regulatory authorities on the
required implementation levels of the *XLGLQJ3ULQFLSOHV.
 Specify the methodology of clinical evaluations and criteria that will be accepted.
 +DUPRQLVH UHTXLUHPHQWV RI GRFXPHQWDWLRQ RI FOLQLFDO HYDOXDWLRQV LQ &KLQD ZLWK LQWHUQDWLRQDOO\
accepted requirements.
Section Three: Trade in Goods

 ,PSURYHWKH(I¿FLHQF\RI$FFHSWDQFH5HYLHZDQG$SSURYDORI$SSOLFDWLRQVIRU
Registration
 ,QFUHDVHHI¿FLHQF\RIUHYLHZDQGDSSURYDOSURFHVVHVDQGLPSURYHFRPPXQLFDWLRQEHWZHHQWKH
industry and regulators.
 3DUWLFLSDWHLQWKHGLVFXVVLRQDQGWHVWUXQRIWKH5HJXODWHG3URGXFW6XEPLVVLRQ 536 SURJUDPPH
of the International Medical Device Regulators Forum (IMDRF), implementing the results of
WKLVUHVHDUFKSURMHFWLQVSHFL¿FDFWLRQSODQVZLWKLQWKHFRPSUHKHQVLYHUHIRUPRIHYDOXDWLRQDQG
approval processes for medical devices.
 Provide internal guidelines on the new regulations for all levels of market supervision and product
evaluation departments.
 Accelerate the publication of guidelines for manufacturers on the requirements for registration and
clinical trials of different product groups.
 *UDQWPDQXIDFWXUHUVDVXI¿FLHQWWUDQVLWLRQSHULRGDIWHUSXEOLVKLQJQHZUHJXODWLRQVDQGJXLGHOLQHV
 Refer to the United States Food and Drug Administration’s (USFDA’s) system of performance
HYDOXDWLRQUHJDUGLQJUHYLHZHI¿FLHQF\DQGTXDOLW\DVZHOODVFRPPXQLFDWLRQEHWZHHQUHYLHZHUV
and applicants.
 Improve online tracking of the registration process, ensure that all information in the whole process
from acceptance to approval is correct and traceable.

1.3 Promote Good Refurbishment Practice (GRP)
 Build and strengthen awareness of the difference between safe and effective remanufactured
PHGLFDOLPDJLQJHTXLSPHQWDQGVHFRQGKDQGHTXLSPHQWZLWKXQNQRZQTXDOLW\
 Form a taskforce across multiple ministries, including the National Health and Family Planning
Commission (NHFPC), the China Food and Drug Administration (CFDA), the Ministry of
Industry and Information Technology (MIIT), the Ministry of Commerce (MOFCOM), the General
Administration of Quality Supervision, Inspection and Quarantine (AQSIQ) and other relevant
authorities, to initiate formulation of possible policies on remanufactured medical equipment.
 (VWDEOLVK D SLORW SURJUDPPH IRU VSHFLILF KHDOWKFDUH HTXLSPHQW VXFK DV ;UD\ &RPSXWHG
7RPRJUDSK\ &7 WRHYDOXDWHWKHEHQH¿WVRIUHPDQXIDFWXULQJE\RULJLQDOHTXLSPHQWPDQXIDFWXUHUV
(OEMs), including safety, energy saving and better utilisation of resources.
 $PHQGFXUUHQWUHJXODWLRQVWRFODULI\WKDWD&)'$DSSURYHGPHGLFDOGHYLFHFRYHUVERWKDQHZO\
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manufactured and a remanufactured medical device, as both devices are required to meet the
VDPHVSHFL¿FDWLRQ

2. Contribute to the Establishment of Good Supply Practice (GSP) and an
(I¿FLHQW6XSHUYLVLRQ6\VWHPRI0HGLFDO'HYLFHVLQ&OLQLFDO8VH
2.1 Establish a Regulatory Framework for Supervision of Medical Devices in Clinical
Use
 Take the initiative to exchange experience with competent European Union (EU) bodies in the
¿HOGRIVXSHUYLVLRQRIPHGLFDOGHYLFHVLQXVHZLWKWKHWDUJHWRIKDUPRQLVLQJOHJLVODWLRQ
 &RRUGLQDWHWKHHIIRUWVRIWKH&)'$DQGWKH1+)3&WRLPSURYHPDQDJHPHQWRIWKLUGSDUW\PHGLFDO
device maintenance providers.
 5HVWULFWWKHDSSOLFDWLRQRIPHGLFDOGHYLFHVRWKHUWKDQWKHLUVSHFL¿HGXVHHVSHFLDOO\UHVWULFWLQJWKH
recycling of medical devices designed for single use.

2.2 Establish a System of GSP
 3XEOLVKDQRWLFHWKDWPHGLFDOGHYLFHVPDQXIDFWXUHGGXULQJWKHYDOLGLW\RIWKHUHJLVWUDWLRQFHUWL¿FDWH
DUHRI¿FLDOO\UHFRJQLVHGDVEHLQJ³SURGXFWVZLWKDYDOLGUHJLVWUDWLRQFHUWL¿FDWH´
Section Three: Trade in Goods

 Publish detailed rules on implementation and examination of the regulation on GSP.

3. Promote Legislation to Facilitate In Vitro Diagnostic (IVD) Products’ Access
to Market
3.1 Introduce Price Differentiation between Diagnostic Reagents Used in Testing
Items
 Approve at least two methodologies for diagnostics, i.e. one of advanced technology, high
sensitivity, high specificity; another of lower sensitivity and specificity, allowing exceptions for
special requirements.

3.2 Reclassify Diagnostic Reagents
 5HIHUWRLQWHUQDWLRQDOUXOHVRIFODVVL¿FDWLRQDQGUHFODVVLI\ORZWRPRGHUDWHULVN,9'SURGXFWVLQWR
Class I or II.

3.3 Develop Industry Standards for IVD Products
 *LYHSULRULW\WRJHQHUDOO\DGRSWHGVWDQGDUGVZKHQGH¿QLQJLQGXVWULDOVWDQGDUGV
 Develop general technical standards, thereby taking into consideration the technical
FKDUDFWHULVWLFVDQGULVNUHTXLUHPHQWVRI,9'SURGXFWVDQGGHYHORSPDQGDWRU\DQGUHFRPPHQGHG
industry standards based on experience and conventions of national standards.
 :KHQZULWLQJQHZVWDQGDUGVFRQVLGHUYLHZVDQGVXJJHVWLRQVIURPWKHLQGXVWU\DGRSWVFLHQWL¿F
and effective validation mechanisms and establish transparent management.

3.4 Add IVD Products to the Catalogue of Medical Devices Exempted from Clinical
Trials
 $GGWKRVH,9'SURGXFWVWKDWKDYHEHHQLQXVHIRUDORQJWLPHZLWKQRUHFRUGRILQFRUUHFWGLDJQRVLV
to the &DWDORJXHRI0HGLFDO'HYLFHV([HPSWHGIURP&OLQLFDO7ULDOV.

4 Promote the Reform of Centralised Procurement and Bidding for High Value
Consumable Medical Devices at Provincial Level
 'HYHORSDVFLHQWL¿FDQGVWDQGDUGLVHGSURFXUHPHQWFDWDORJXHDQGFULWHULDIRUSURGXFWFODVVL¿FDWLRQ
and quality evaluation to ensure the clarity and predictability of centralised procurement of
medical consumables, and encourage innovation of technologies, materials and techniques when
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developing assessment indicators.
 Publish the envisaged date of calls for bids, the procedures and rules for adding new products to
centralised procurement; ensure timely updates and improve the pool of professional reviewers
WR HQVXUH WKDW LW DOZD\V PDLQWDLQV D VXI¿FLHQW QXPEHU RI VSHFLDOLVWV WKDW KDYH D FRUUHVSRQGLQJ
professional background and knowledge of medical devices.
 Simplify requirements on qualifications, streamline approval mechanisms and establish an
HSURFXUHPHQWSODWIRUP
 Implement centralised procurement procedures across all of China’s provinces, disclose the legal
EDVLVIRUDQGDPRXQWRISURFXUHPHQWUHODWHGIHHVDQGUHGXFHQRQSUHGLFWDEOHFKDUJHV
 Provide equal opportunities and an environment of fair competition, regardless of domestic or
LPSRUWHGSURGXFWVDQGJLYHSDWLHQWVWKHULJKWWRFKRRVHDPRQJGLIIHUHQWVXSSOLHUVRIKLJKYDOXH
medical consumables.

5. Recognise Medical Devices Manufactured by Companies in China with Foreign
Investors as Domestic Products
Section Three: Trade in Goods

 'H¿QHµGRPHVWLFPDGHSURGXFWV¶
 5HFRJQLVHPHGLFDOGHYLFHVPDQXIDFWXUHGLQ&KLQDDVµGRPHVWLFPDGHSURGXFWV¶LQGHSHQGHQWRI
the location of the investor or owner of the production facilities.
 *UDQW MRLQW YHQWXUHV -9V  DQG ZKROO\ IRUHLJQRZQHG HQWHUSULVHV :)2(V  HTXDO WUHDWPHQW LQ
China.

6. Initiate an Open and Transparent Discussion about the Regulations and
Standards for Health Information Technology (IT), Allow and Encourage the
(I¿FLHQW8VHRI+HDOWK,QIRUPDWLRQ7HFKQRORJ\
 Implement the State Council’s Reform Concept for Deepening Standardisation, give priority
to international interoperable standards, avoid political criteria in standardisation processes,
HQFRXUDJH FRPSDQLHV HQJDJHG LQ KHDOWK LQIRUPDWLRQ WHFKQRORJ\ KHDOWK LQVWLWXWLRQV DQG QRQ
governmental organisations to develop standards and maintain a cautious attitude to promoting
administrative compliance tests.
 Discuss health information regulations and standards openly and transparently, and allow all
stakeholders to make good use of health information technology while ensuring privacy and data
protection.
 (QFRXUDJHWKH(8&KLQD+HDOWK,7([SHUW5RXQGWDEOHWREHFRPHDSODWIRUPIRU&KLQDDQG(XURSH
WR H[FKDQJH VROXWLRQV RQ WKH DIRUHPHQWLRQHG LVVXHV VKDUH WHFKQLFDO NQRZKRZ DQG RUJDQLVH
training for relevant personnel.

Working Group Introduction
The European Chamber ’s Healthcare Equipment
:RUNLQJ *URXS FRQVLVWV RI  PHPEHU FRPSDQLHV
GHYHORSLQJ DQG PDQXIDFWXULQJ LQGLVSHQVDEOH OLIH
VDYLQJDQGGLVHDVHUHGXFLQJGLDJQRVWLFDQGWKHUDSHXWLF
technologies. The working group members maintain this
commitment by investing in modern Chinese research
and production facilities as well as in the education of
Chinese doctors and healthcare professionals.
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The working group has established regular contacts
with major stakeholders both in China and Europe. The
Healthcare Equipment Working Group organises regular
meetings with the China Food and Drug Administration
&)'$  WR JHW ILUVWKDQG LQIRUPDWLRQ RI UHJXODWRU\
developments in China and to present concerns and
suggestions of the European medical device industry.
To enhance international cooperation, as early as
WKHZRUNLQJJURXSHVWDEOLVKHGFRQWDFWVZLWKWKH
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European Coordination Committee of the Radiological,
(OHFWURPHGLFDODQG(XURSHDQ&RRUGLQDWLRQ&RPPLWWHH
RIWKH5DGLRORJLFDO(OHFWURPHGLFDODQG+HDOWKFDUH,7
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Deepening the healthcare reform is one of the key
points outlined in the Decision, which was adopted on
th1RYHPEHU$UWLFOHRIWKHDecisionVWDWHV

Industry (COCIR), a major medical technology industry
association based in Europe.

“We will proceed with a comprehensive reform in
medical security, medical care, public health, and the

,Q 0DUFK  WKH (XURSHDQ &KDPEHU IRXQGHG WKH

medicine supply and regulatory system. We will deepen

0HGLFDO &RQVXPDEOH$GYLVRU\ &RPPLWWHH ZLWK 

WKH FRPSUHKHQVLYH UHIRUP RI JUDVVURRWV PHGLFDO DQG

Chinese subsidiaries of international manufacturers

healthcare institutions, and improve the network of

of Consumable and Disposable Medical Devices
(CDMD). The Advisory Committee has founded three

urban and rural basic medical and healthcare services.

subgroups—Regulatory Affairs (RA), Government
$IIDLUV *$ DQG,Q9LWUR'LDJQRVWLFV ,9' ²WRIDFLOLWDWH

ensure the government shoulders its responsibilities in
this regard, and set up a scientific medical treatment

WKHGHYHORSPHQWRIWKLVVXEJURXSRIWKHPHGLFDOGHYLFH

assessment mechanism and a personnel training and

industry.

salary system suited to the characteristics of this sector.
We will improve the rational modes of graded diagnosis

The Healthcare Equipment Working Group wishes

and treatment, establishing a service contract between

to further engage in a continuous and constructive
dialogue with all relevant government agencies, both on

community doctors and residents. We will make full use
of information means to promote the downward flow

DQDWLRQDODQGDSURYLQFLDOORFDOOHYHOLQ&KLQD

RI KLJKTXDOLW\ PHGLFDO VRXUFHV DQG VWUHQJWKHQ WKH

We will accelerate the reform of public hospitals,

We will abolish the practice of raising medicine prices to

Working Group has established relations with international

make up for the shortfall in hospital funds, rationalise the
prices of medical services and medicines, and establish

industry organisations with the aim of further harmonising
the regulatory environment.

Recent Developments
In line with the Decision of the Central Committee of
the Communist Party of China on Some Major Issues
Concerning Comprehensively Deepening the Reform
(Decision), the reform of China’s healthcare system was
DFFHOHUDWHG LQ  LQFOXGLQJ WKH UHJXODWRU\ V\VWHP
financing of hospitals as well as an industry policy
aimed at promoting the development of the domestic
Chinese medical industry. Reform of the healthcare
system is a giant task and the process of reforms will
continue for the next few years to come.
With the experience accumulated during decades of
healthcare reforms in different European countries, the
Healthcare Equipment Working Group is pleased to
offer some valuable comments and suggestions for the
future development of medical devices in China.
The Third Plenary Session of the 18th Central Committee
of the Communist Party of China

an appropriate compensation mechanism. We will
reform the methods of insurance payouts, and extend
the medical insurance system to all the people. We will
speed up the completion of the medical insurance and
medical assistance system against fatal and serious
GLVHDVHV«:HZLOOHQFRXUDJHSULYDWHIXQGVWRÀRZWR
PHGLFDOVHUYLFHV¿UVWVXSSRUWLQJWKHPWRÀRZWRQRWIRU
SUR¿WPHGLFDOLQVWLWXWLRQV:HZLOODOORZSULYDWHIXQGVWR
invest directly in services that are short of resources or
are to meet diverse demands, and to participate in the
reform and restructuring of public hospitals in various
forms. We will allow … private medical institutions to be
included in designated medical insurance institutions…”
,Q DGGLWLRQ$UWLFOH  VWDWHV D UHTXLUHPHQW WR LQVWLWXWH
“a fairer and more sustainable social security system”,
while the whole of section IX is dedicated to promoting
the rule of law.
The members of the Healthcare Equipment Working
Group welcome the targets laid down in the Decision
and offer to share the expertise accumulated by
the industry. While acknowledging that the huge

 Decision of the Central Committee of the Communist Party of China on Some
Major Issues Concerning Comprehensively Deepening the Reform (in Chinese),
DSSURYHGth1RYHPEHUYLHZHGnd-XQHKWWSQHZV[LQKXDQHW
FRPFBKWP!

,ELG
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regional integration of public medical service resources.
In both China and Europe, the Healthcare Equipment

task of medical reform cannot be achieved without

Post Marketing Surveillance (PMS)

encountering problems, the working group emphasises
the need to strengthen communication with all
stakeholders and allow time to adjust to new policies.

,Q  &KLQD VWDUWHG WR LPSURYH WKH SRVW PDUNHW
surveillance system of medical devices with the target
of building up a PMS system in line with best practices
E\ 7KH +HDOWKFDUH (TXLSPHQW :RUNLQJ *URXS

Section Three: Trade in Goods

Regulatory Environment
)ROORZLQJ2UGHU  7KH 5HJXODWLRQV RQ 6XSHUYLVLRQ
and Administration of Medical Devices (7KH5HJXODWLRQV)
ZKLFK EHFDPH HIIHFWLYH RQ st -XQH  D VHULHV RI
new regulations have been published by the CFDA, most
RIZKLFKEHFDPHHIIHFWLYHRQst2FWREHU
With this new set of regulations China moved closer
to international regulatory practices as (among other
countries) adopted by the EU. One notable example
is the revised handling of risk class I products which in
the future will no longer need to undergo a technical
evaluation. The validity of registration certificates has
been extended from four to five years, alleviating
WKH SUHVVXUH IRU WKH FRVWO\ DQG WLPHFRQVXPLQJ UH
registration of products.

welcomes this development, PMS is a cornerstone
in guaranteeing the safety of patients and the EU
has developed an elaborate system of implementing
HI¿FLHQW306PHDVXUHV
,Q -XO\  WKH HLJKWK UHYLVLRQ RI 0(''(9 
*XLGHOLQHV RQ D 0HGLFDO 'HYLFH 6XUYHLOODQFH 6\VWHP
became effective.7KH QHZ UHYLVLRQ FRYHUV ,9' DQG
requires that medical device manufacturers, medical
institutions and others report indirect adverse events.
For example a failure of a diagnostic device resulting
in a delay of treatment is regarded an indirect adverse
event.
It is essential during establishment, implementation
DQGH[HFXWLRQRIWKHLPSURYHGSRVWPDUNHWVXUYHLOODQFH
system that a common understanding of the applicable

On the downside, the time between the publishing
of new regulations and their effective date is still
too short, in many cases just three months, so that
PDQXIDFWXUHUVGRQ¶WKDYHVXI¿FLHQWWLPHWRDGDSWWRWKH
new regulations.
After promulgation of the new set of regulations,
there has been a lack of implementation rules and
guidelines, so that submission of registration dossiers
by manufacturers became a form of trial and error.
The Healthcare Working Group is concerned that
as a consequence of introducing a new regulatory
system, with different responsibilities falling to different
levels of authorities, there is a risk that there will be
different interpretations of the regulations by different
government agencies, including the CFDA and FDAs at
the local level.
Though one target of the reforms is to speed up
the registration process, long waiting times and a
registration time that takes much longer than in Europe,
or other main medical markets, are still a daily reality.
7KLVOHDGVWRVORZPDUNHWDFFHVVIRUQHZO\GHYHORSHG
products, with the consequence that Chinese patients’
access to the best possible treatment is delayed due to
regulatory barriers.
   7KH 5HJXODWLRQV RQ 6XSHUYLVLRQ DQG$GPLQLVWUDWLRQ RI 0HGLFDO 'HYLFHV (in
&KLQHVH  6WDWH &RXQFLO 2UGHU  HQWHUHG LQWR IRUFH st -XQH  YLHZHG
nd-XQHKWWSZZZVIGDJRYFQ:6&/KWPO!

200

Healthcare Equipment Working Group

requirements exists among all stakeholders, starting
with hospitals, manufacturers and authorities at different
levels and in different departments.
Hospital Financing
The NHFPC is considering how to reform the charging
system of China’s medical institutions. While up until
now medical institutions charge patients or medical
insurances companies based on the amount of drugs
and medical devices administered, in the future
FKDUJLQJ VKDOO EH FDVHEDVHG DQ DSSURDFK FDOOHG
GLDJQRVWLFUHODWHG JURXSV '5*  6XFK DQ DSSURDFK
has successfully been introduced in several European
countries and the Healthcare Equipment Working Group
welcomes a development in this direction. The old
FKDUJLQJV\VWHPKDVIUHTXHQWO\OHGWRRYHUPHGLFDWLRQ
resulting in waste and even endangering the health of
SDWLHQWV+RZHYHUFRQVLGHULQJWKHGLI¿FXOWLHVLQIXQGLQJ
hospitals, there is a danger that patients will not receive
optimal treatment if the refund per case is too low. A
FDVHEDVHG FKDUJLQJ V\VWHPV QHHGV DVVXUDQFH WKDW
all necessary treatments are covered by the refund the
hospital receives.
 7KH(XURSHDQ&RPPLVVLRQSURYLGHVDUDQJHRIJXLGDQFHGRFXPHQWVWRDVVLVW
stakeholders in implementing directives, related to medical devices. The
JXLGDQFH GRFXPHQWV DUH FDOOHG µ0(''(9V¶ (XURSHDQ &RPPLVVLRQ YLHZHG
nd-XO\KWWSHFHXURSDHXJURZWKVHFWRUVPHGLFDOGHYLFHVJXLGDQFH
LQGH[BHQKWP!
*XLGHOLQHVRQD0HGLFDO'HYLFH6XUYHLOODQFH6\VWHP(LJKWKHGLWLRQ, European
&RPPLVVLRQ HQWHUHG LQWR IRUFH -XO\  YLHZHG  rd -XQH  KWWS
HFHXURSDHXKHDOWKPHGLFDOGHYLFHV¿OHVPHGGHYBBBROBHQSGI!
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

:HZLOOSURFHHGZLWKDFRPSUHKHQVLYHUHIRUP«>RI@WKHUHJXODWRU\

The reform has been started,

system.

and it is underway.

We will accelerate the reform of public hospitals, ensure the
government shoulders its responsibilities in this regard, and set up a
VFLHQWL¿FPHGLFDOWUHDWPHQWDVVHVVPHQWPHFKDQLVPDQGDSHUVRQQHO
training and salary system suited to the characteristics of this sector.
We will reform the methods of insurance payouts, and extend
the medical insurance system to all the people. We will speed up
the completion of the medical insurance and medical assistance
system against fatal and serious diseases.

Research projects are
underway, realisation has not
started yet.

Research projects are
underway, realisation has not
started yet.
In the planning phase, trials

GRZQZDUGÀRZRIKLJKTXDOLW\PHGLFDOVRXUFHVDQGVWUHQJWKHQWKH

RQJRLQJ QR UROHRXW RQ D

regional integration of public medical service resources.

large scale yet.

will allow private funds to invest directly in services that are short
of resources or are to meet diverse demands, and to participate in
the reform and restructuring of public hospitals in various forms.
We will allow … private medical institutions to be included in
designated medical insurance institutions.

Medical Insurance

Section Three: Trade in Goods

We will make full use of information means to promote the

:HZLOOHQFRXUDJHSULYDWHIXQGVWRÀRZWRPHGLFDOVHUYLFHV¿UVW
VXSSRUWLQJ WKHP WR IORZ WR QRWIRUSURILW PHGLFDO LQVWLWXWLRQV :H

Status

,QWKH)RUHLJQ,QYHVWPHQW
Catalogue, medical institutions
are still classified as
“restricted”.6

5HDOLVHGLQ-XQH

6WDUWLQJ LQ WKH V ZLWKLQ OLWWOH PRUH WKDQ  \HDUV
&KLQD PDQDJHG WR EXLOGXS D PDQGDWRU\ KHDOWK

practices, especially the procurement carried out by
hospitals, have severely distorted the market, led to a
VXERSWLPDO FDUH IRU SDWLHQWV DQG DV D FRQVHTXHQFH

insurance, which covers the vast majority of the Chinese
population, an impressive success story of the reform

a climate of mistrust and conflict between medical
institutions and medical personnel on one side and

process. However, while the state medical insurance
covers basic health service, most of the expenses for
complex and expensive surgery and chronic diseases

patients on the other.

still have to be borne by the patients, which means
WKDW WKLV NLQG RI VWDWHRIWKHDUW PHGLFDO VHUYLFH LV VWLOO
out of reach for large parts of the population. Improved
financing for medical insurance is key to improving
access of the entire population to modern healthcare.

The Healthcare Equipment Working Group welcomes
the determination of the Decision to promote the rule
of law, which is a prerequisite for fair competition and
safeguarding patient’s rights. While in general the
awareness of the rule of law has increased, promoting
the rule of law in medical institutions at a local level still
needs further improvement.

Rule of Law
The rule of law shall protect legitimate interests of
patients, medical personnel, healthcare providers
as well as the medical industry. In the past unlawful
6

)RUHLJQ,QYHVWPHQW&DWDORJXH 5HYLVLRQ , NDRC and MOFCOM, entered
LQWR IRUFH th$SULO  YLHZHG rd -XO\  KWWSZZZVGSFJRYFQ
J]GWWBKWPO!

Industry Policy / Comprehensive Agreement on
Investment
,Q  &KLQHVH JRYHUQPHQW DJHQFLHV UHSHDWHGO\
VWDWHG WKDW &KLQD ZDQWV WR GHYHORS WRSFODVV PHGLFDO
FRPSDQLHVDQGWKDW&KLQHVHVWDWHUXQKRVSLWDOVVKRXOG
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  0HGLFDO GHYLFHV ZLWK D FOHDUO\GHILQHG ZRUNLQJ

preferably source medical devices from local Chinese
brands. This policy, however, does not include medical
HTXLSPHQW PDGH LQ &KLQD E\ (XURSHDQLQYHVWHG

SULQFLSOH PDWXUH GHVLJQ DQG IXOO\GHYHORSHG
manufacturing technology. Equivalent devices

factories.

have been used in the clinical praxis for several
years without severe adverse events. No essential

While projects to stimulate development of certain
industries are common practice worldwide, sourcing by
medical institutions should not be part of the industry
policy.

PRGL¿FDWLRQRIWKHLQWHQGHGDSSOLFDWLRQ
 6DIHW\DQGHIIHFWLYHQHVVRIPHGLFDOGHYLFHVFDQEH
proved through evaluation without clinical data.
  6DIHW\ DQG HIIHFWLYHQHVV RI PHGLFDO GHYLFHV FDQ

7KH(8KDVQRFRQFHSWRIµIRUHLJQLQYHVWHGHQWHUSULVHV¶

be proved through analysis and evaluation of
data obtained through clinical trials or clinical

$Q\ FRPSDQ\ RI DQ\ QDWLRQDOLW\ LQFOXGLQJ &KLQHVH

applications of equivalent medical devices.

Section Three: Trade in Goods

invested enterprises, legally registered in any EU
Member State, are considered European companies

For the regulatory authorities in China, the establishment

and have access to all stimulus programmes offered by

of review and approval procedures for medical devices

the EU and their Member States.

based on clinical evaluations is a new requirement.

The outlined ‘buy China’ policy discriminates against
and discourages new investments by European
companies in China.

Assessment of clinical evaluations is a challenge, both
for manufacturers and regulatory bodies.
7KHWDUJHWVRIWKHZRUNLQJJURXSDUHWR
 identify additional criteria through which medical
devices may obtain market approval based on clinical

China and the EU are in the process of negotiating
a Comprehensive Agreement of Investment (CAI)

evaluation without the necessity to perform clinical
trials;

that shall comprise market access. The Healthcare
Equipment Working Group appeals to China and the EU
WRHQVXUHWKDW(XURSHDQLQYHVWHGIDFWRULHVHQMR\HTXDO
treatment, especially equal market access in China.

Key Recommendations

 update the CFDA’s catalogue of medical devices
exempted from clinical trial;
 GHYHORSPHWKRGVDQGJHQHUDOO\DFNQRZOHGJHGFULWHULD
for acceptance of clinical evaluations; and
 to broaden the knowledge of industry professionals
and the regulatory authorities about clinical applications

1. Streamline Laws and Regulations on the
Registration of Medical Devices

RIVSHFLILFPHGLFDOGHYLFHVLPSDUWLQJNQRZKRZRQ
PHWKRGRORJ\DQGJHQHUDOO\DFFHSWHGFULWHULDRIFOLQLFDO

1.1 Increase Know-How to Evaluate the Safety
and Effectiveness of Medical Devices
Based on Clinical Evaluations

evaluations.

Concern
Evaluating the safety and effectiveness of medical
devices based on clinical evaluations has always been
a challenge, both for manufacturers and for regulatory
bodies.
Assessment
According to 7KH 5HJXODWLRQV RQ 6XSHUYLVLRQ DQG
Administration of Medical Devices, medical products
may be exempt from clinical trials if one of the following
WKUHHFRQGLWLRQVLVIXO¿OOHG

Currently only a very limited range of products is
included in the CFDA’s list of medical devices exempted
from clinical trials. The working group suggests referring
to the regulatory practice in International Medical
Device Regulators Forum (IMDRF) member countries
DQGDVIDUDVSRVVLEOHLQFOXGHDOOSURGXFWVZKLFKIXO¿O
FRQGLWLRQ   LQ WKH DERYH PHQWLRQHG FRQGLWLRQV IRU
exemption from clinical trials.
The working group encourages the CFDA and the
Centre for Medical Device Evaluation (CMDE) to
provide training and guidance on the *XLGLQJ3ULQFLSOHV




Meng, Jianguo, Current Status and Policies of Medical Equipment in China,
&KLQD$VVRFLDWLRQRI0HGLFDO(TXLSPHQW'HFHPEHUSII
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RQ (YDOXDWLRQ RI &OLQLFDO 7ULDOV IRU 0HGLFDO 'HYLFHV

shall be compiled and which document should exactly

LQ RUGHU WR LQFUHDVH WKH HQWHUSULVHV¶ NQRZKRZ DQG
subsequently improve the quality of clinical evaluations.
To avoid misinterpretation of the *XLGLQJ 3ULQFLSOHV,

cover which content have not yet been promulgated. As
a result, there are discrepancies in the interpretations

the working group would like to have an opportunity

between the industry and the regulatory authorities, but

for further communication with the CFDA in order
to achieve consensus between the industry and the

also between different departments within the regulatory
authorities, between different administrative levels within

regulatory authorities.

WKHVDPHGHSDUWPHQWDQGHYHQEHWZHHQGLIIHUHQWRI¿FHUV

of the requirements of certain documents, not only

responsible for evaluation. Submission and approval has
Recommendations
 Increase the number of medical devices exempted

become a process of trial and error, especially for first
submissions of new products. Repeated consultation

from clinical trials.
 Provide training on the *XLGLQJ3ULQFLSOHV and reach

and internal discussion have consumed considerable

consensus between the industry and regulatory

KDYLQJDQHJDWLYHLPSDFWRQHI¿FLHQF\DQGHYHQWXDOO\

authorities on the required implementation levels of the
*XLGLQJ3ULQFLSOHV.

resulting in the delay of product launches, which is

resources originally assigned for product evaluation,

contrary to the interests of patients in China.

 Specify the methodology of clinical evaluations and
criteria that will be accepted.

The working group suggests that the responsible
authorities provide internal guidelines on the new

HYDOXDWLRQV LQ &KLQD ZLWK LQWHUQDWLRQDOO\DFFHSWHG
requirements.

regulations for all levels of market supervision and
product evaluation departments. For example, it should

1.2 Improve the Efficiency of Acceptance,
Review and Approval of Applications for
Registration
Concern
Following the series of new registration regulations,
ZKLFK EHFDPH HIIHFWLYH LQ  WKHUH VWLOO UHPDLQV
room for improvement in terms of clear interpretation of

be clarified which modifications of product properties
QRWOLVWHGLQWKHUHJLVWUDWLRQFHUWL¿FDWHRULWVDWWDFKPHQWV
require involvement of the regulatory authorities.
,Q 0D\  WKH &)'$ SURPXOJDWHG WKHRegistration
)HHVIRU3KDUPDFHXWLFDO3URGXFWVDQG0HGLFDO'HYLFHV
1RWL¿FDWLRQ  The working group is pleased to
know that the CFDA plans to use the income generated
by the registration fees to increase the resources for

WKHUHJXODWLRQVDQGEXLOGXSRIWKHQHFHVVDU\NQRZKRZ
WRIXO¿OWKHUHTXLUHPHQWVRIWKHUHJXODWLRQV

review of applications and accelerate the registration
process.

Assessment
The working group is pleased that China has started a

Nevertheless, the working group would like to emphasise
WKDWEDVHGRQLQWHUQDWLRQDOSUDFWLFHVDZHOOZRUNLQJIHH

comprehensive reform of the evaluation and approval
process of medical devices, and that China will
participate in the Regulated Product Submission (RPS)

structure shall also have mechanisms in place to make
sure that fees charged tally with the promised regulatory
improvement, such as shorter processing times and

project of the IMDRF. The working group expects that
such a move will lead to a harmonisation of China’s

providing more opportunities for industry to consult with
regulators.

Table of Contents (ToC) for submission with those
of other RPS member countries, acceleration of the
review of submissions in the member countries and an

The working group recommends the adoption of
specific and measurable goals for the timeline of

LQFUHDVHRIWKHRYHUDOOHI¿FLHQF\RIUHJLVWUDWLRQ
The new regulations specify in detail the requirements
for administrative and technical documentation, however,

product registration, review and approval since fees
are imposed. The United States (US) and Japan have
made such commitments a part of their charging policy.

specific guidelines detailing how registration dossiers

For example, the US Food and Drug Association

*XLGLQJ 3ULQFLSOHV RQ &OLQLFDO$VVHVVPHQW 7HFKQRORJ\ IRU 0HGLFDO 'HYLFHV,

 5HJLVWUDWLRQ)HHVIRU3KDUPDFHXWLFDO3URGXFWVDQG0HGLFDO'HYLFHV 1RWL¿FDWLRQ
 &KLQD)RRGDQG'UXJ$GPLQLVWUDWLRQHQWHUHGLQWRIRUFHth0D\
YLHZHGrd-XQHKWWSZZZVGDJRYFQ:6&/KWPO!



&)'$ th 0D\  YLHZHG RQ rd -XQH  KWWSZZZFIGDJRYFQ
:6&/KWPO!
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 Harmonise requirements of documentation of clinical

(USFDA) has given a commitment to achieve specific

of spare parts, based on the premise that the original

SHUIRUPDQFH WDUJHWV IRU H[DPSOH SURFHVVLQJ  N
DSSOLFDWLRQVZLWKLQGD\VSUHPDUNHWDSSURYDO 30$ 

SURGXFWGHVLJQKDVQRWEHHQPRGL¿HGHQVXULQJWKDWWKH
remanufactured equipment has the same safety and

applications without review by an expert team within

effectiveness as a new device.

 GD\V DQG WKRVH ZLWK UHYLHZ E\ DQ H[SHUW WHDP
ZLWKLQ  GD\V7KH ZRUNLQJ JURXS HQFRXUDJHV WKH
CFDA to make similar commitments.

+RZHYHU LQ &KLQD VHFRQGKDQG GHYLFHV DUH DQ
unregulated market without guarantee of quality and
safety.

Recommendations
 ,QFUHDVHHI¿FLHQF\RIUHYLHZDQGDSSURYDOSURFHVVHV
and improve communication between the industry and
regulators.
 3DUWLFLSDWHLQWKHGLVFXVVLRQDQGWHVWUXQRIWKH536

%HQH¿WVRIUHPDQXIDFWXULQJ
5HPDQXIDFWXULQJ DOORZV WKH UHXVH RI KLJKTXDOLW\
medical imaging equipment with guaranteed quality,
requiring less investment capital.

programme of the IMDRF, implementing the results
of this research project in specific action plans within
the comprehensive reform of evaluation and approval
processes for medical devices.
Section Three: Trade in Goods

 Provide internal guidelines on the new regulations for
all levels of market supervision and product evaluation

Remanufacturing medical equipment is a practise
recognised by the most developed countries, including
the EU, the US, Japan and South Korea. The target is
to optimise the use of limited resources and at the same
time reduce environmental pollution. For example,

departments.
 Accelerate the publication of guidelines for

FRPSDUHG WR PDQXIDFWXULQJ D QHZ ;UD\ GHYLFH RI D

manufacturers on the requirements for registration and
clinical trials of different product groups.
 *UDQWPDQXIDFWXUHUVDVXI¿FLHQWWUDQVLWLRQSHULRGDIWHU

PHGLFDOGHYLFHZLOORQDYHUDJHFRQVXPHSHUFHQW
less energy.

publishing new regulations and guidelines.
 Refer to the USFDA’s system of performance evaluation
regarding review efficiency and quality, as well as
communication between reviewers and applicants.
 Improve online tracking of the registration process,
ensure that all information in the whole process from
acceptance to approval is correct and traceable.

VLPLODU W\SH WKH SURFHVV RI UHPDQXIDFWXULQJ DQ ;UD\

Industry leaders have established and follow Good
Refurbishment Practice (GRP)  rules to facilitate
the delivery of safe and effective remanufactured
medical equipment. The baseline of GRP is the rule
that a remanufactured product must meet the same
requirements as a new one. Remanufactured devices
DUH W\SLFDOO\  SHU FHQW FKHDSHU WKDQ QHZ RQHV
and the availability of remanufactured medical devices

1.3 Promote Good Refurbishment Practice
(GRP)

would result in improved access to healthcare for
Chinese citizens.

Concern
The ban of imported remanufactured medical devices is
still in place, and there is not yet a regulation to supervise

Assessment of the ban on remanufactured medical
devices

and regulate medical equipment remanufactured within
China.

DQGWKHQRQH[LVWHQFHRIUHJXODWLRQVIRUUHPDQXIDFWXULQJ
within China limits access to affordable, advanced

Assessment
Remanufacturing of medical devices

medical technology for Chinese doctors and patients.
9DOXDEOHKHDOWKFDUHHTXLSPHQWLVGLVSRVHGEHIRUHWKH
end of its lifespan, causing unnecessary pollution and

Remanufacturing of medical imaging equipment is a
JOREDOO\ZHOOHVWDEOLVKHGSURFHVVZKLFKDOORZVKRVSLWDOV
to upgrade to newer generation technologies and to

waste, which is against the principles of sustainability.
$Q XQUHJXODWHG PDUNHW RI VHFRQGKDQG HTXLSPHQW RI
questionable quality has evolved, possibly endangering

return the older equipment to the manufacturer.

the safety of citizens.

Remanufacture of medical devices combines repair,
calibration, possible software updates and replacement

 *RRG 5HIXUELVKPHQW 3UDFWLFH &2&,5  YLHZHG st -XQH  KWWS
ZZZFRFLURUJILOHDGPLQB,QLWLDWLYHVB5HIXUELVKPHQW*RRGB5HIXUELVKPHQWB
3UDFWLFHB9SGI!
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The need for strengthening environmental protection
and resource efficiency was emphasised in the 12 th
)LYH<HDU3ODQ for the healthcare industry issued by the

Concern

Ministry of Industry and Information Technology (MIIT).

(Measures) were compiled by the CFDA and made
SXEOLFIRUFRQVXOWDWLRQLQ$SULOWKH\DUHVWLOOXQGHU



$Q DPHQGPHQW WR WKH (QYLURQPHQWDO3URWHFWLRQ/DZ
FDPHLQWRIRUFHLQHDUO\ZKLFKH[SOLFLWO\UHTXLUHV
recycling of resources.
With the shrinking of global resources and increasing
prices, mastering the remanufacturing process is going
to become a key technology and economic driver in

Although the draft Administrative Measures for
4XDOLW\ 6XSHUYLVLRQ RI 0HGLFDO 'HYLFHV LQ 8VH 

discussion, the industry has not received any further
call for comments and the timeline for promulgating
and implementing a binding version of the Measures is
unknown.

equipment there is no market incentive for research and

Assessment
The Regulations for Supervision and Administration of
Medical Devices 2UGHU 1R   HPSKDVLVHV UHJXODU

LQYHVWPHQW LQ WKLV ILHOG<HW ZLWK EHQHILFLDO UHJXODWLRQV

supervision and presents supervision measures.

China could become a regional hub for remanufactured

Medical devices in use in medical institutions are so
far not included in the supervision by the regulatory
authorities. To close this gap the Measures have been

the near future. By banning import of remanufactured

equipment, a market that on a global stage has already
reached a considerable volume (in the US several
ELOOLRQ 86GROODUV  DQG WKDW LV H[SHFWHG WR VHH VWHHS

Recommendations
 Build and strengthen awareness of the difference
between safe and effective remanufactured medical
LPDJLQJHTXLSPHQWDQGVHFRQGKDQGHTXLSPHQWZLWK
unknown quality.
 Form a taskforce across multiple ministries, including
the NHFPC, the CFDA, the MIIT, the MOFCOM,
the AQSIQ and other relevant authorities, to initiate
formulation of possible policies on remanufactured
medical equipment.
 Establish a pilot programme for specific healthcare
equipment, such as CT, to evaluate the benefits of
remanufacturing by OEMs, including safety, energy
saving and better utilisation of resources.
 $PHQG FXUUHQW UHJXODWLRQV WR FODULI\ WKDW D &)'$
DSSURYHG PHGLFDO GHYLFH FRYHUV ERWK D QHZO\
manufactured and a remanufactured medical device,
as both devices are required to meet the same
VSHFL¿FDWLRQ

2. Contribute to the Establishment of Good
Supply Praxis (GSP) and an Efficient
Supervision System of Medical Devices in
Clinical Use
2.1 Establish a Regulatory Framework for
Supervision of Medical Devices in Clinical
Use
 (QYLURQPHQWDO 3URWHFWLRQ /DZ 6WDQGLQJ &RPPLWWHH RI 13& FDPH LQWR
IRUFH RQ  st  -DQXDU\  YLHZHG  st  -XQH  KWWSZZZJRYFQ
]KHQJFHFRQWHQWBKWP!

GUDIWHGDQGWKH¿QDOYHUVLRQZLOOSURYLGHWKHIXWXUHOHJDO
basis.
The effectiveness and safety of medical devices in use
depends mainly on the environment in the medical
institution and only to a lesser part on the quality of the
products itself.
While clearly specifying responsibilities and requirements
to manufacturers and users, the draft Measures do
not regulate third parties providing maintenance for
medical devices. The working group suggests that
PDQXIDFWXUHUVVKRXOGKDYHWKHGXW\WRWUDLQWKLUGSDUW\
maintenance and service agencies and approve or
DXWKRULVHWKHP7KHVHWKLUGSDUW\VHUYLFHSURYLGHUVZLOO
then bear responsibility for the safety of the medical
equipment. Manufacturers cannot bear responsibility for
service by third parties.
Some medical institutions reuse disposable medical
devices not designed for recycling. There are no
clear measures for restricting and regulating reuse of
disposable medical devices by users or third parties.
Close cooperation between the CFDA and the NHFPC
is needed to establish an effective supervision system
for medical devices in use, curbing use of medical
devices not in line with the specification and the
instructions for use.

 &DOOIRU&RPPHQWVRQ$GPLQLVWUDWLYH0HDVXUHIRU4XDOLW\6XSHUYLVLRQRI0HGLFDO
Device in Use&)'$YLHZHGRQst-XQHKWWSZZZFIGDJRYFQ
:6&/KWPO!
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growth rates.

Recommendations

of the registration certificate. This definition was valid

 Take the initiative to exchange experience with
competent EU bodies in the field of supervision of

IRU\HDUV+RZHYHUWKHGH¿QLWLRQRI³SURGXFWVZLWK
DYDOLGUHJLVWUDWLRQFHUWL¿FDWH´LVPLVVLQJLQWKHXSGDWHG

medical devices in use, with the target of harmonising

YHUVLRQ &)'$2UGHU>@1R FDXVLQJFRQIXVLRQ

legislation.

on how to determine whether a product can be legally

 Coordinate the efforts of the CFDA and the NHFPC
WRLPSURYHPDQDJHPHQWRIWKLUGSDUW\PHGLFDOGHYLFH
maintenance providers.
 Restrict the application of medical devices other than
WKHLUVSHFL¿HGXVHHVSHFLDOO\UHVWULFWLQJWKHUHF\FOLQJRI
medical devices designed for single use.

distributed, for example at customs inspection or
during hospital stock replenishment. Some government
agencies still acknowledge the original definition,
while others may bar medical devices from import and
distribution.
This different interpretations have in some cases

2.2 Establish a System of GSP

interrupted the supply resulting in economic losses for
European manufacturers.

Section Three: Trade in Goods

Concern
,Q  WKH &)'$ SURPXOJDWHG UHJXODWLRQV WDUJHWLQJ

The regulation on GSP describes requirements in detail,

WKH VXSSO\ FKDLQ RI PHGLFDO GHYLFHV LQ -XO\ WKH
Administrative Measures on Medical Device Supply and
in December the 0HGLFDO'HYLFH*RRG6XSSO\3UDFWLFHV.

such as how wholesalers or retailers of Class III medical

These two regulations have laid the regulatory basis

all products can be traceable. Such requirements are
UHDVRQDEOHDQGUHÀHFWDKLJKUHJXODWRU\VWDQGDUG

for supervision of medical device import, logistics and

devices should keep sales records, how suppliers
should maintain their IT systems and make sure that

storage, marketing and sales, however, there remain
PDQ\TXHVWLRQVWKDWQHHGFODUL¿FDWLRQ

7KH QRWLFH RQ *63 ZDV SXEOLVKHG RQ th December,
 DQG EHFDPH HIIHFWLYH WKH VDPH GD\ ,W ZDV

Assessment
7KHDERYHPHQWLRQHGUHJXODWLRQVUHÀHFWWKHGHWHUPLQDWLRQ

a tremendous challenge for both the industry and
supervisors to implement such completely new regulations

of the CFDA to enforce strict supervision through the

without any transitional period.

entire life cycle of medical devices from registration over
VXSSO\WRXVHLQPHGLFDOLQVWLWXWLRQVEXWNH\GH¿QLWLRQV

Criteria on how to examine the implementation of

(e.g. definition of products with a valid licence) and

GSP are not yet developed. As long as these detailed

requirements in daily operational remain unclear. As a
result, there are discrepancies in the interpretation of

regulations remain unpublished enterprises cannot be
VXUHZKHWKHUWKH\IXO¿OWKHUHJXODWLRQVDQGZKHWKHURU

regulations by different regulatory authorities. This has
FUHDWHGQHZGLI¿FXOWLHVIRUWKHLPSRUWDQGOHJDOKDQGOLQJ
of medical devices.

not there is a risk of discretionary enforcement.

$FFRUGLQJWR$UWLFOH&KDSWHURIWKHAdministrative
Measures on Medical Device Registration (CFDA Order
>@ 1R   “all medical devices are considered
a product with a valid licence that are manufactured
ZLWKLQWKHYDOLGLW\SHULRGVSHFL¿HGRQWKHPHGLFDOGHYLFH
registration certificate”, implying that medical devices
may be imported and distributed after the date of expiry
 Administrative Measures on Medical Device Supply, CFDA, entered into force
RQ st 2FWREHU  YLHZHG RQ rd -XQH  KWWSZZZFIGDJRYFQ
:6&/KWPO!
 *RRG 0HGLFDO 'HYLFH 6XSSO\ 3UDFWLFH &)'$ HQWHUHG LQWR IRUFH RQ  th
'HFHPEHU  YLHZHG RQ rd -XQH  KWWSZZZFIGDJRYFQ:6
&/KWPO!
 Administrative Measures on Medical Device Registration, CFDA, entered into
IRUFHRQth$XJXVWYLHZHGRQrd-XQHKWWSZZZVGDJRYFQ
:6&/KWPO!
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Recommendations
 Publish a notice that medical devices manufactured
during the validity of the registration certificate
are officially recognised as “products with a valid
UHJLVWUDWLRQFHUWL¿FDWH´
 Publish detailed rules on implementation and
examination of the regulation on GSP.

3. Promote Legislation to Facilitate In Vitro
Diagnostic (IVD) Products’ Access to Market
3.1 Introduce Price Differentiation Between
Diagnostic Reagents Used in Testing Items
Concern
The National Development and Reform Commission’s
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,QDGGLWLRQWKHUHDUHRWKHUIDFWRUVWRFRQVLGHUWKHOHYHO

DGYDQFHGGLDJQRVWLFDQGWUHDWPHQWPHWKRGVLWFDQQRW

of economic development, the level of the hospitals and
expertise of personnel, there is no one ideal solution

be guaranteed that cheap technologies provide reliable

WKDW¿WVYHU\GLIIHUHQWFRQGLWLRQV

data for diagnosis and treatment and as a consequence
the overall costs for treatment of a disease may
increase.

Recommendation
 Approve at least two methodologies for diagnostics,
i.e. one of advanced technology, high sensitivity, high

Assessment

specificity; another of lower sensitivity and specificity,

In different stages of a disease, doctors need to
diagnose the condition of a patient based on different

allowing exceptions for special requirements.

GLDJQRVWLF PHWKRGV IRU H[DPSOH DW D JHQHUDO KHDOWK

3.2 Reclassify Diagnostic Reagents

check, during monitoring of treatment results or during
the recovery process. Being restricted to just one

Concern

diagnostic method may affect the accuracy of the

China puts diagnostic reagents in higher risk classes
than other countries.

GLDJQRVLV6SHFL¿FDQGKLJKO\VHQVLWLYHWHVWLQJPHWKRGV
may play an important role in monitoring the effect
of the therapy, or for adjusting or ending the therapy.

Assessment
The Healthcare Equipment Working Group supports

diagnostics method. If different methods are available
for testing one parameter, the doctor can apply the most

the CFDA’s revision of the registration regulations for

appropriate method based on the individual condition of
the patient.

of the diagnostic reagents’ classification is still not in
line with international standards. After seven years
trial implementation the classification principles used
in the trial version of the Regulation on IVD Reagents

(I¿FLHQF\VSHHGDQGWKHOHYHORIDXWRPDWLRQDUHLPSRUWDQW
factors to consider when purchasing diagnostics equipment.
The &ULWHULD IRU WKH (YDOXDWLRQ RI +RVSLWDOV and the
$GPLQLVWUDWLYH 5HJXODWLRQV IRU &OLQLFDO /DERUDWRULHV RI

,9' SURGXFWV +RZHYHU WKH ULVN FODVVLILFDWLRQ RI SDUW

Registration 1RGRFXPHQWRI6)'$LQ DUH
still adopted, no progress of legislation can be seen –
some diagnostic reagents with moderate risk are still

Medical Institutions of the NHFPC, require a maximum
time for obtaining diagnostics reports in emergency
FDVHV,Q$UWLFOH  RIWKHCriteria for Evaluation
RI &ODVV ,,, +RVSLWDOV SXEOLVKHG LQ$SULO  LW LV

FODVVL¿HGDVKLJKULVNSURGXFWVFRQWUDU\WRWKHDFFHSWHG
principles of risk management. For instance, according

VSHFL¿FDOO\VWDWHGWKDW³WKHWLPHIRULVVXLQJDUHSRUWLQ
HPHUJHQF\FDVHVVKDOOEHFOHDUO\VSHFL¿HG,WVKDOOEH
OHVV WKDQ  PLQXWHV LQFOXGLQJ  FOLQLFDO GLDJQRVWLFV

EHFODVVL¿HGDVPRGHUDWHULVN&ODVV,,PHGLFDOGHYLFHV
LQVWHDGRI&ODVV,,,KLJKULVNSURGXFWV
 5HDJHQWVXVHGLQFRQQHFWLRQZLWKDQDHVWKHWLFVDQWL

and less than two hours (including) biochemical and
immunity tests. Moreover, while the workload in hospital
ODERUDWRULHV LQFUHDVHV E\ RYHU  SHU FHQW DQQXDOO\

psychotic pharmaceuticals and toxic drugs for medical
treatment.
 Reagents related to examination of the therapeutic

the personnel in hospital does not increase at the
VDPH UDWH +LJKO\DXWRPDWHG HTXLSPHQW LV QHFHVVDU\

effect of drugs.
 Reagents that are mostly related to the detection of

to reduce the workload of laboratory staff and provide
more accurate data for doctors and a better service to
patients.

tumour markers.
 Reagents related to allergic responses (allergens).

 &ULWHULD IRU (YDOXDWLRQ RI &ODVV ,,, +RVSLWDOV   1+)3& th$SULO
YLHZHG  st  -XQH  KWWSZZZQKISFJRYFQ\]\JMVX
FIDFFGEDFDDDDVKWPO!DQGCriteria for Evaluation of Class
,,+RVSLWDOV  1+)3&th'HFHPEHUYLHZHGst-XQHKWWS
ZZZQKISFJRYFQ\]\JMVTEGGDEGFEFEFFI

to the rules promoted by the Global Harmonisation Task
Force (GHTF), diagnostic reagents listed below, should

Recommendation
 Refer to international rules of classification and
UHFODVVLI\ORZWRPRGHUDWHULVN,9'SURGXFWVLQWR&ODVV
I or II.

VKWPO!
 $GPLQLVWUDWLYH5HJXODWLRQVIRU&OLQLFDO/DERUDWRULHVRI0HGLFDO,QVWLWXWLRQV, NHFPC,
HQWHUHGLQWRIRUFHst-XQHYLHZHGrd-XQHKWWSZZZQKISFJRY
FQ\]\JMVGGIGEDGEGFIIHDHVKWPO!
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This cannot be achieved by just one ‘mainstream’

3.3 Develop Industry Standards for IVD Products
Concern
0DQ\,9'SURGXFWVDUHQRWGH¿QHGE\&KLQHVHQDWLRQDO
standards or industry standards, which hampers market

Concern
,Q  WKH &)'$ SXEOLVKHG Catalogue of Class II
0HGLFDO 'HYLFHV ([HPSWHG IURP &OLQLFDO 7ULDOV and
Catalogue of Class III Medical Devices Exempted from
&OLQLFDO7ULDOV,QHLWKHURIZKLFKLQFOXGH,9'SURGXFWV

access and endangers the supply of products with
consistent quality. In addition, some existing standards
are not scientifically sound, some specifications are
contradictory and some test methods laid down in these
standards cannot be carried out.

Assessment
Chinese standards have only been defined for a
UHODWLYHO\ VPDOO IUDFWLRQ RI ,9' SURGXFWV DYDLODEOH RQ
the international market, which does not reflect the

Section Three: Trade in Goods

needs of different types of hospitals and hampers the
GHYHORSPHQWRIWKH,9'LQGXVWU\LQ&KLQD$WWKHVDPH
WLPH WRRQDUURZ VWDQGDUGV UHVWULFW WKH PDUNHW DFFHVV
RIPDQ\,9'SURGXFWV6SHFL¿FSURGXFWFKDUDFWHULVWLFV
and specifications that are not vital for diagnostic
results should fall under the responsibility of the
industry, allowing fair competition between different
manufacturers.
Chinese regulations or industrial standards require that
standardised reference substances must be used for
type testing and during market supervision. However in
many cases the Chinese Central Test Institute cannot
provide these standard substances and they are not
available on the Chinese market.
Recommendations
 *LYH SULRULW\ WR JHQHUDOO\DGRSWHG VWDQGDUGV ZKHQ
GH¿QLQJLQGXVWULDOVWDQGDUGV
 Develop general technical standards, thereby taking
into consideration the technical characteristics and risk
UHTXLUHPHQWVRI,9'SURGXFWVDQGGHYHORSPDQGDWRU\
and recommended industry standards based on
experience and conventions of national standards.
 When writing new standards, consider views and
suggestions from the industry, adopt scientific and
effective validation mechanisms and establish
transparent management.

3.4 Add IVD Products to the Catalogue of
Medical Devices Exempted from Clinical
Trials

Assessment
The CFDA formulated the *XLGLQJ3ULQFLSOHVRQ&OLQLFDO
7ULDO $SSOLFDWLRQ RI ,9' 5HDJHQWV, which became
HIIHFWLYH LQ 2FWREHU  However a catalogue of
,9'SURGXFWVH[HPSWHGIURPFOLQLFDOWULDOVKDVQRWEHHQ
published.
0RVW ,9' PHWKRGV DQG LPSRUWHG SURGXFWV DUH PDWXUH
and have been in clinical use for many years, a sound
proof of their reliability. To conduct clinical trials on such
methods or products in China will not further enhance
the reliability of such methods or products.
Recommendation
 $GGWKRVH,9'SURGXFWVWKDWKDYHEHHQLQXVHIRUD
long time with no record of incorrect diagnosis to the
Catalogue of Medical Devices Exempted from Clinical
7ULDOV.

4 Promote the Reform of Centralised
Procurement and Bidding for High Value
Consumable Medical Devices at Provincial
Level
Concern
The Working Procedures for Centralised Procurement of
+LJK9DOXH0HGLFDO&RQVXPDEOHV WULDOLPSOHPHQWDWLRQ 
(Working Procedures) needs to be improved to take
LQWR FRQVLGHUDWLRQ WKH YDULHW\ RI KLJKYDOXH PHGLFDO
consumables.
Assessment
2Q  th  -DQXDU\  WKH 1+)3& SXEOLVKHG WKH
Working Procedures, a move that was welcomed by
 &DWDORJXH RI &ODVV ,, 0HGLFDO 'HYLFHV ([HPSWHG IURP &OLQLFDO 7ULDOV, CFDA,
HQWHUHGLQWRIRUFHRQst2FWREHUYLHZHGrd-XQHKWWSZZZ
VGDJRYFQ:6&/KWPO!
 &DWDORJXHRI&ODVV,,,0HGLFDO'HYLFHV([HPSWHGIURP&OLQLFDO7ULDOV, CFDA,
HQWHUHGLQWRIRUFHRQst2FWREHUYLHZHGrd-XQHKWWSZZZ
VGDJRYFQ:6&/KWPO!
 *XLGLQJ3ULQFLSOHVRQ&OLQLFDO7ULDO$SSOLFDWLRQRI,9'5HDJHQWV, CFDA, entered
LQWRIRUFHRQst2FWREHUYLHZHGrd-XQHKWWSZZZVGDJRYFQ
:6&/KWPO!
 :RUNLQJ 3URFHGXUHV IRU &HQWUDOL]HG 3URFXUHPHQW RI +LJK 9DOXH 0HGLFDO
Consumables (trial implementation)HQWHUHGLQWRIRUFHRQth'HFHPEHU
YLHZHGRQrd-XQHKWWSZZZPRKJRYFQPRKJKFZVV
GEDEDDEDIDEVKWPO!

208

Healthcare Equipment Working Group

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

2015/2016

the Healthcare Equipment Working Group. However,

to focus on quality and develop a reasonable pricing

F R Q V L G H U L Q J  W K H  Y D U L H W \  R I  K L J K  Y D O X H  P H G L F D O
consumables, the working group hopes that relevant

system to achieve a proper cost performance ratio.

UXOHVFDQEHIXUWKHUUH¿QHGJLYLQJSULRULW\WRTXDOLW\DQG

Imported products may face restrictions because of

fostering a reasonable pricing system by developing a

VSHFL¿FFODXVHVLQWKHSURFXUHPHQWFDWDORJXH

set of standard, fair and transparent bidding procedures.
'LIILFXOWLHV WKDW IRUHLJQLQYHVWHG HQWHUSULVHV ),(V 

$V VWDWHG LQ &KDSWHU  $UWLFOH  RI WKH Working
Standards, “centralised procurement shall be carried

face due to the centralised procurement of high value

out based on the principle of transparency, open and

PHGLFDOFRQVXPDEOHVLQFOXGH

fair competition, clean administration, scientificity
and integrity to ensure that all medical consumables

 3URFXUHPHQW FDWDORJXH DQG LQQRYDWLYH SURGXFWV

manufacturing enterprises can participate on an equal

Due to the unique characteristics of the medical

basis. All types of local protection shall be prohibited.”

device market, in recent years the industry developed
many new technologies and products. The National

However, in recent years there are emerging restrictions

&DWDORJXHIRU&HQWUDOLVHG3URFXUHPHQWRI+LJK9DOXH
Medical Consumables,IRUPXODWHGLQFDQQR
longer meet clinical demands and needs to be updated

procurement.

DQGUH¿QHG

 Develop a scientific and standardised procurement

for tenders, the provinces do not disclose important
information such as the quantity of products to be
SURFXUHGRUWKHSD\PHQWWLPHPDNLQJLWGLI¿FXOWIRUWKH
LQGXVWU\WRVXEPLWTXDOL¿HGRIIHUVEDVHGRQWKHVSHFL¿F

Recommendations
catalogue and criteria for product classification and
quality evaluation to ensure the clarity and predictability
of centralised procurement of medical consumables,
and encourage innovation of technologies, materials and
techniques when developing assessment indicators.

conditions of the tender;
 3URFXUHPHQWSHULRG$OOSURYLQFHVVWLSXODWHWKDWWKH
procurement period for centralised bidding is two years.

 Publish the envisaged date of calls for bids, the
procedures and rules for adding new products to
centralised procurement; ensure timely updates

Consequently, access of patients to new products will
be delayed;
 %LGGLQJ IHHV &XUUHQWO\ WKHUH DUH D YDULHW\ RI IHHV

and improve the pool of professional reviewers to

relating to centralised procurement, including deposits,
DGPLQLVWUDWLYH IHHV ELGGLQJ IHHV ELGZLQQLQJ IHHV

background and knowledge of medical devices.
 Simplify requirements on qualifications, streamline

contract guarantees etc. There are no regulations for
imposing these fees, which increase the burdens on
bidding enterprises; and

DSSURYDOPHFKDQLVPVDQGHVWDEOLVKDQHSURFXUHPHQW
platform.
 Implement centralised procurement procedures across

 3ULFHFRQWURO$VPHGLFDOGHYLFHVDUHDYHU\VSHFLDOLVHG
product, the price of medical devices cannot be
controlled based on production costs. For example,

all of China’s provinces, disclose the legal basis for,
DQGDPRXQWRISURFXUHPHQWUHODWHGIHHVDQGUHGXFH
QRQSUHGLFWDEOHFKDUJHV

the responsibility of manufacturers of implanted or
interventional medical consumables is not restricted

 Provide equal opportunities and an environment of
fair competition, regardless of domestic or imported

to manufacture of the implant, they must also monitor
SRVWVXUJHU\FRQGLWLRQVRIWKHSDWLHQW6LPSO\IRFXVLQJ
on price and repetitive price negotiations will not

products, and give patients the right to choose among
GLIIHUHQWVXSSOLHUVRIKLJKYDOXHPHGLFDOFRQVXPDEOHV

be beneficial for product innovation and quality
improvement, and it is also against the principle
formulated by the NHFPC in the Working Procedures

5. Recognise Medical Devices Manufactured
by Companies in China with Foreign
Investors as Domestic Products

 0LQLVWU\ RI +HDOWK¶V 1RWLFH RQ 3XEOLFL]LQJ WKH  1DWLRQDO &DWDORJXH IRU
&HQWUDOL]HG 3URFXUHPHQW RI +LJK 9DOXH 0HGLFDO &RQVXPDEOHV, NHFPC,
HQWHUHGLQWRIRUFHRQst2FWREHUYLHZHGRQrd-XQHKWWSZZZ
PRKJRYFQPRKJKFZVVVKWPO!

ensure that it always maintains a sufficient number
of specialists that have a corresponding professional

Concern
6LQFH 0D\  WKH FHQWUDO DQG ORFDO JRYHUQPHQWV

Healthcare Equipment Working Group
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 3URFXUHPHQW SURFHGXUHV :KHQ SXEOLVKLQJ FDOOV

on import enterprises to participate in centralised

have promoted the development of the Chinese medical

KLJKHQGPHGLFDOGHYLFHVWRPHHWGLIIHUHQWUHTXLUHPHQWV

industry by competitions, promotional meetings, product
announcements and other means, however, medical

of patients in China and are selling the products in
China and the global market. They pay taxes in China

devices that are manufactured in China by multinational

DQG KDYH FUHDWHG RYHU  MREV 7KHUHIRUH WKH\

enterprises are not included in this promotion.

are a member of the Chinese society even though their
products are a brand of an international manufacturer.

Assessment
,Q 'HFHPEHU  &KLQD$VVRFLDWLRQ RI 0HGLFDO

)URP DQ LQGXVWU\ SHUVSHFWLYH H[FOXVLRQ RI GRPHVWLF

(TXLSPHQW &$0( SXEOLVKHGWKH¿UVWOLVWRIRXWVWDQGLQJ

made products of global brands will not only limit available

QDWLRQDO HTXLSPHQW LQFOXGLQJ GLJLWDO ;UD\ DSSDUDWXV
Colour Doppler Diagnostic Ultrasound Systems and

products, it will also result in domestic enterprises losing
their competitiveness and innovation capability under

Automatic Biochemical Analysers. Products manufactured

the shelter offered by such policies. Joint ventures and

in China by FIEs were not included in this list.

:2)(V ZLOO EH GLVFRXUDJHG IURP ODXQFKLQJ KLWHFK
products due to a lack of equal market access.

2Q th$XJXVW  WKH 1+)3& DQG WKH 0,,7 FR
hosted a Seminar on Promotion of Development and
$SSOLFDWLRQ RI 'RPHVWLF0DGH 0HGLFDO (TXLSPHQW
Section Three: Trade in Goods

LQ %HLMLQJ /L %LQ 'LUHFWRU RI WKH 1+)3& H[SUHVVHG
WKDW ³« >ZH@ VKDOO YLJRURXVO\ SURPRWH WKH XVH RI

Such practices also violate the rules China shall abide
by upon entry to the World Trade Organisation (WTO),
$UWLFOH    DQG   and relevant regulations on
WKH$QWL 8QIDLU &RPSHWLWLRQ /DZ SURPXOJDWHG E\ WKH

GRPHVWLFPDGH PHGLFDO HTXLSPHQW E\ PHGLFDO DQG
family planning institutions, focusing on promoting the

Chinese Government.

XVH RI GRPHVWLFPDGH PHGLFDO HTXLSPHQW DW FODVV

Recommendations
 'H¿QHµGRPHVWLFPDGHSURGXFWV¶

D KRVSLWDOV´ 0LDR :HL 0LQLVWHU RI WKH 0,,7 DOVR
emphasised “promoting and stimulating the use of
GRPHVWLFPDGH LQQRYDWLYH SURGXFWV E\ PHGLFDO DQG
healthcare institutions”.

 Recognise medical devices manufactured in China as
µGRPHVWLFPDGHSURGXFWV¶LQGHSHQGHQWRIWKHORFDWLRQ
of the investor or owner of the production facilities.
 *UDQW-9VDQG:)2(VHTXDOWUHDWPHQWLQ&KLQD

,Q -XQH  WKH 6KDQJKDL 0XQLFLSDO &RPPLVVLRQ
of Health and Family Planning issued the Notice on
Strengthening the Administration of the Deployment
RI/DUJH0HGLFDO(TXLSPHQWRI&ODVV%, requiring that
“medical institutions at district level shall in principle
FKRRVHGRPHVWLFPDGHODUJHPHGLFDOHTXLSPHQWIURP
WKH nd unit onward, those at municipal level from the
rd unit onward”.,Q$SULOWKH$QKXL+)3&LVVXHG
the 1RWLFHRQ$SSOLFDWLRQIRU'HSOR\PHQWRI'RPHVWLF
Made Medical Image Diagnosis Equipment, which
VSHFL¿HGWKDW³«WKHDSSOLHGSURGXFWVVKDOOEHFKRVHQ
IURPGRPHVWLFPDGHHTXLSPHQW´
)RUHLJQLQYHVWHG PXOWLQDWLRQDO PDQXIDFWXUHUV DUH
FRQGXFWLQJ 5 ' LQ &KLQD SURGXFLQJ ORZ PHGLXP WR
 1+)3&DQG0,,7-RLQWO\&RQYHQHGWKH6HPLQDURQ3URPRWLRQRI'HYHORSPHQW
DQG$SSOLFDWLRQRI'RPHVWLF0DGH0HGLFDO(TXLSPHQW1+)3&YLHZHG
st-XQHKWWSZZZQKISFJRYFQJXLKXD[[VVFHEE
FDFHDEIFVKWPO!
 1RWLFHRQ6WUHQJWKHQLQJWKH$GPLQLVWUDWLRQRIWKH'HSOR\PHQWRI/DUJH0HGLFDO
Equipment of Class B 6KDQJKDL +)3& HQWHUHG LQWR IRUFH st -XO\ 
YLHZHGst-XQHKWWSZZZZVMVZJRYFQZVMQQQQ
XDLKWPO!
 1RWLFHRQ$SSOLFDWLRQIRU'HSOR\PHQWRI'RPHVWLF0DGH0HGLFDO,PDJH'LDJQRVLV
Equipment$QKXL+)3&YLHZHGst-XQHKWWSZZZDKZMZJRYFQ
JK[[FW]JJGHDEFHDEEGGHDKWPO!
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6. Initiate an Open and Transparent Discussion
about the Regulations and Standards for
Health Information Technology (IT), Allow
DQG(QFRXUDJHWKH(I¿FLHQW8VHRI+HDOWK
Information Technology
Concern
/DFNRISXEOLFLW\DQGWUDQVSDUHQF\LQWKHGHYHORSPHQW
of standards for health information technology and
concerns over safety and protection of privacy may
hamper the use of health information technology and
secondary applications.
Assessment
Health information standards are interoperatble
standards, they are not related to standards regarding
security and monitoring of the environment. The
 $JUHHPHQWRQ7HFKQLFDO%DUULHUVWR7UDGH:72HQWHUHGLQWRIRUFHYLHZHG
rd-XQHKWWSVZZZZWRRUJHQJOLVKGRFVBHOHJDOBHWEWBHKWP!
 $QWL 8QIDLU &RPSHWLWLRQ /DZ 6WDQGLQJ &RPPLWWHH RI WKH 13& HQWHUHG LQWR
IRUFH  st 'HFHPEHU  YLHZHG  rd -XQH  KWWSZZZJRYFQ
EDQVKLFRQWHQWBKWP!
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standards should be developed primarily by health

Deepening Standardisation, give priority to international

information companies and medical institutions in an
open and transparent manner. However, in the past

interoperable standards, avoid political criteria in
standardisation processes, encourage companies

the development of standards took place under an

engaged in health information technology, health

adminstrative system. As a result, working groups

LQVWLWXWLRQV DQG QRQJRYHUQPHQWDO RUJDQLVDWLRQV WR

developed standards independently, detached from their
practical application. Most of the standards developed

develop standards and maintain a cautious attitude to
promoting administrative compliance tests.

in such a way are poor quality and not suitable for

 Discuss health information regulations and standards

actual application or are not interoperable.

openly and transparently, and allow all stakeholders to

Compliance tests developed under these conditions

make good use of health information technology while
ensuring privacy and data protection.

often do not represent the practical environment in which

 (QFRXUDJHWKH(8&KLQD+HDOWK,7([SHUW5RXQGWDEOH

the system shall be used, creating an unneccessary

to become a platform for China and Europe to

burden for manufacturers and medical institutions.

exchange solutions on the aforementioned issues,
VKDUHWHFKQLFDONQRZKRZDQGRUJDQLVHWUDLQLQJIRU
relevant personnel.

FRQFHSWUHTXLUHV3ULQFLSOHRQH³UHOD[>HG@DGPLQLVWUDWLYH

Abbreviations

LQWHUIHUHQFHDGPLQLVWUDWLRQDQGRSHQQHVVVKDOOFRH[LVW
… utilise vigorous industrial standards, let the market

AQSIQ

General Administration of Quality
Supervision, Inspection and Quarantine

SOD\ WKH GRPLQDQW UROH´ 3ULQFLSOH WZR ³LQVLVW>LQJ@ RQ
being in line with international practices, fit national
conditions. Use the advanced experience of developed
countries in standardisation.”
Health information and secondary applications are
a future trend in healthcare, but issues related to
the security of health data and protection of privacy
may hamper their development. China has not yet
promulgated regulations on data security and the
SURWHFWLRQRISULYDF\,Q0D\WKH1+)3&LVVXHG
the $GPLQLVWUDWLYH 5HJXODWLRQ RI 3XEOLF +HDOWK 'DWD
(Trial),  in which data protection, the protection of
privacy and possible dissemination of medical data are
not clearly regulated. The NHFPC has done research
on regulation of the security of health information
data and the protection of privacy, as well as on
corresponding standards. the working group hopes that
the NHFPC will be open to constructive contributions
from all stakeholders, and promulgate related detailed
regulations and standards as soon as possible.
Recommendations
 Implement the State Council’s Reform Concept for
 Reform Concept for Deepening Standardisation6WDWH&RXQFLOSXEOLVKHG
 th  0DUFK  YLHZHG  st  -XQH  KWWSZZZJRYFQ]KHQJFH
FRQWHQWFRQWHQWBKWP!
 1+)3&¶V1RWLFHRQ3XEOLVKLQJWKH$GPLQLVWUDWLYH5HJXODWLRQRQ+HDOWK'DWDRI
the Population (trial)1+)3&SXEOLVKHGth0D\YLHZHGrd-XO\

CAME

China Association of Medical Equipment

CFDA

China Food and Drug Administration

CDMD

Consumable and Disposable Medical

CMDE

Devices
Centre for Medical Device Evaluation

COCIR

European Coordination Committee

&7



of the Radiological, Electromedical and
Healthcare IT Industry
;UD\&RPSXWHG7RPRJUDSK\

'5*
EU



'LDJQRVWLF5HODWHG*URXSV
European Union

FDA
GA
GHTF

Food and Drug Administration
Government Affairs
Global Harmonisation Task Force

GRP
GSP
Health IT

Good Refurbishment Practice
Good Supply Practice
Health Information Technology

IMDRF

International Medical Device Regulators
Forum

IT
,9'
-9

Information Technology
,Q9LWUR'LDJQRVWLF
-RLQW9HQWXUHV
7KH European Commission provides
a range of guidance documents to
assist stakeholders in implementing




0(''(9

Directives, related to Medical Devices.
The guidance documents are called




³0(''(9V´

KWWSZZZQKISFJRYFQJXLKXD[[VVHFDGHEFEEHEGI
GEGEVKWPO!
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2Q 0DUFKWKH6WDWH&RXQFLOSURPXOJDWHGWKH
Reform Concept for Deepening Standardisation. This
th

MIIT

Ministry of Industry and Information

MOFCOM

Technology
Ministry of Commerce

NHFPC

National Health and Family Planning

OEM
30$

Original Equipment Manufacturer
3UH0DUNHW$SSURYDO

Commission


PMS

Post Marketing Surveillance

RA

Regulatory Affairs

RPS
5 '

Regulated Product Submission
5HVHDUFKDQG'HYHORSPHQW



SFDA
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State Food and Drug Administration
,WZDVRI¿FLDOO\UHQDPHGWKH&KLQD 
)RRGDQG'UXJ$GPLQLVWUDWLRQ&)'$
on 22nd0DUFK

ToC

Table of Contents

USFDA
:)2(V 
WTO

United States Food and Drug Administration
:KROO\)RUHLJQ2ZQHG(QWHUSULVHV
World Trade Organisation
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European Heating Industry Desk
Key Recommendations
1. Rollout Nationwide Guidelines to Promote Wall-hung Boilers with Energy
(I¿FLHQF\&ODVV
 Widen the scope of the regulation /LVW RI %XLOGLQJ 0DWHULDOV :KLFK DUH 3URPRWHG /LPLWHG DQG
3URKLELWHGWREH8VHGLQ%HLMLQJ--)>@1RWRLQFOXGHZDOOKXQJERLOHUVVROGLQUHWDLOFKDQQHOV
 Rollout the regulation /LVWRI%XLOGLQJ0DWHULDOV:KLFKDUH3URPRWHG/LPLWHGDQG3URKLELWHGWREH
8VHGLQ%HLMLQJ--)>@1R nationwide and modify the industrial standard at an appropriate time.

 ,QWURGXFHDQ(QHUJ\HI¿FLHQF\6FKHPHIRU&RPPHUFLDODQG,QGXVWULDO%RLOHUV
 Cooperate closely with international authorities and associations to share lessons learned from
HQHUJ\HI¿FLHQF\VFKHPHV
 ,QWURGXFHDWUDQVSDUHQWHQHUJ\ODEHOOLQJVFKHPHIRUFRPPHUFLDODQGLQGXVWULDODSSOLFDWLRQV
Section Three: Trade in Goods

 &HUWLI\WKHDQQXDOLVHGHQHUJ\HI¿FLHQF\FKHFNVRIERLOHUV\VWHPVDQGWLHWKLVWROHJLVODWLYHLQFHQWLYHV
WRLQFUHDVHHI¿FLHQF\

3. Improve the Commercial and Industrial Boiler Safety Technical Supervision
Administration Regulation TSG G0001-2012
 &RPPLWUHVRXUFHVWR D MRLQWIHDVLELOLW\VWXG\RIWKHUHJXODWLRQ76**WRJHWKHUZLWKWKH
UHOHYDQW&KLQHVHDXWKRULWLHVLIDSDUWLDOUHYLVLRQRIWKHVWDQGDUGZHUHWREHWKHUHVXOWRIVXFKDVWXG\
the Association of the European Heating Industry (EHI) would be willing to support the drafting of a
UHYLVHG76**
 3URYLGHDQDXWKRULVHG(QJOLVKWUDQVODWLRQRIWKHFXUUHQWYHUVLRQRIWKH76**VWDQGDUGLQ
order to reach a common understanding.
 Consult with experts to help with drafting and reviewing before releasing future standards for
commercial and industrial boilers.

Introduction to the Desk
The European Heating Industry Desk is comprised
of members from the Association of the European
Heating Industry (EHI), an organisation that was
IRXQGHG LQ  7KH (+, UHSUHVHQWV DQG SURPRWHV
WKH FRPPRQ LQWHUHVWV RI  PDUNHW OHDGHUV SURGXFLQJ
WKHUPDO FRPIRUW HTXLSPHQW DQG  QDWLRQDO LQGXVWULDO
associations from European Union (EU) Member
States. It strives to demonstrate advanced European
heating technology and offers the view of the latest
trends and developments of the industry.
/LVWRI%XLOGLQJ0DWHULDOV:KLFKDUH3URPRWHG/LPLWHGDQG3URKLELWHGWREH8VHG
LQ%HLMLQJ--)>@1R, Ministry of Housing and Urban Rural Development
02+85'   YLHZHG  th 0D\  KWWSZZZEMMVJRYFQSXEOLVK
SRUWDOWDELQIRKWP"&2//&&  !
,ELG
(+,ZHEVLWHYLHZHGrd$SULOKWWSZZZHKLHX!

Desk members are European manufacturers of heating
DSSOLDQFHV HJ KLJKHIILFLHQF\ KHDWLQJ ERLOHUV 
burners, water heaters, renewables (e.g. solar and heat
pumps) and industrial components.
7KHGHVNVHHNVWR
 SURPRWH(XURSHDQWHFKQRORJ\UHODWLQJWRHFRIULHQGO\
heating and hot water systems;
 strengthen the dialogue with Chinese regulators for
GRPHVWLFVWDQGDUGVDQGFHUWL¿FDWLRQV
 assist in China’s efforts to implement the highest
international standards in the heating sector; and
 c o n t r i b u t e t o s u s t a i n a b l e d e v e l o p m e n t v i a
appropriate technological training.

European Heating Industry Desk

213

Recent Developments
In recent years, lawmakers, businesses as well as the

promote advanced European technology in China,
this desk has worked particularly closely with Chinese

general public in Europe and in China have come to
recognise the importance of energy efficiency in all

heating associations and makes contributions to the

VHFWRUV RI WKH HFRQRP\ %HFDXVH PRUH WKDQ  SHU
cent of the primary energy consumed in any European
country, as well as in China, is used for buildings and
heating, raising standards for efficient space heating,
hot water preparation and industrial solutions can go
D ORQJ ZD\ WRZDUGV DFKLHYLQJ SROLFLHV IRU ORQJWHUP
HQHUJ\VDYLQJ JRDOV WR HQVXUH VHFXULW\ RI VXSSO\ DQG
help combat global warming. European countries are
LQFUHDVLQJLQYHVWPHQWLQWKHHQHUJ\VDYLQJLQGXVWU\
0DQ\ KHDWLQJ LQVWDOODWLRQV LQ &KLQD DUH ILUVWWLPH
LQVWDOODWLRQV HVSHFLDOO\ LQ QRQWUDGLWLRQDO KHDWLQJ
UHJLRQV DORQJ WKH<DQJW]H 5LYHU DQG LQ 6RXWK &KLQD
Section Three: Trade in Goods

DQG WKH (XURSH&KLQD (FR&LWLHV SURMHFW In order to

+HQFHWKHLPSRUWDQFHRIXVLQJKLJKO\HI¿FLHQWORZ12[
(nitrogen oxides) solutions cannot be overemphasised.

testing standards for heating products in China, such
DV GUDIWLQJ WKH QHZ VWDQGDUGV IRU JDVILUHG GRPHVWLF
heating.
Almost all key members of the EHI are currently active
in the Chinese heating market and the association is
now widely represented across China. The EHI hopes
to continue its partnership with Chinese government
agencies. The desk strives to demonstrate the value of
European heating best practices to Chinese consumers
and legislative bodies.

Key Recommendations
1. Rollout Nationwide Guidelines to Promote
Wall-hung Boilers with Energy Efficiency
Class 1

In China, sustainability and environmental protection
are treated as a legislative priority under the 12 th
)LYH<HDU 3ODQ. The Chinese Government has made

Concern
*DVILUHG ZDOOKXQJ ERLOHUV ZLWK (QHUJ\ (IILFLHQF\

progress with regards to environmental protection,
and the announcements by the new generation of

&ODVVGRQRWPDNHIXOOXVHRIDYDLODEOHHQHUJ\VDYLQJ
DQGSROOXWLRQUHGXFLQJWHFKQRORJLHV

leaders in Beijing to increase energy efficiency are
HQFRXUDJLQJ ,QD QHZ UHJXODWLRQZDVLVVXHGLQ

Assessment

%HLMLQJWKDWPDGHLWPDQGDWRU\WRXVHµFRQGHQVLQJ¶ZDOO
hung boiler technology in all new projects that are built

7KH ZDOOKXQJ ERLOHU PDUNHW KDV HYROYHG UDSLGO\ LQ
UHFHQW \HDUV ZLWK (QHUJ\ (IILFLHQF\ &ODVV  ERLOHUV

LQ WKH FLW\ ZKLFK ZLOO ORZHU SROOXWDQWV HPLWWHG E\ ZDOO
hung boilers. This regulation is in line with Third Plenum

JDVILUHG KHDWLQJ DSSOLDQFHV VROG LQ &KLQD +RZHYHU

targets where the government promised to implement a
system for conservation of energy and to reduce levels
of pollution. The European Chamber and the European

common boilers in this category do not make use of
WKH IXOO SRWHQWLDO RI JDV ERLOHUV WKHUPDO HQHUJ\ IURP
the combustion process is wasted when hot exhaust

Heating Industry fully support this new regulation and
hope it can be rolled out nationwide in the near future.

gases are emitted into the atmosphere. Using the latest
technologies, this energy can be used to increase the
overall efficiency of the boiler by using condensing

:LWKDLUSROOXWLRQOHYHOVUHDFKLQJUHFRUGKLJKVLQDQG
HQYLURQPHQWDOSURWHFWLRQKDVEHFRPHRQHRIWKH

technology which transfers this thermal energy back
into the heating cycle. By employing this method,

government’s top priorities. The lively public debate on
air pollution and energy saving generates a favourable
climate for a shift toward energy efficient heating

HPLVVLRQV FDQ EH UHGXFHG WR OHVV WKDQ PJ RI 12[
per cubic metre and the consumption of natural gas can
EHUHGXFHGE\SHUFHQW

QRQFRQGHQVLQJ  FXUUHQWO\ PDNLQJ XS WKH PDMRULW\ RI

appliances.
China and the EU have established a number of
joint initiatives to help capture the potential of energy
HI¿FLHQF\VXFKDVWKH8UEDQLVDWLRQ)RUXPDQG(QHUJ\

/RFDO &KLQHVH PDQXIDFWXUHUV DV ZHOO DV IRUHLJQ
companies now possess the knowledge and technology
WR SURGXFH JDVILUHG ZDOOKXQJ ERLOHUV ZLWK (QHUJ\
(I¿FLHQF\&ODVV

'LDORJXH WKH (8&KLQD 8UEDQLVDWLRQ 3DUWQHUVKLS
 (XURSH¶V (QHUJ\ 6HFXULW\ 2SWLRQV DQG &KDOOHQJHV WR 1DWXUDO *DV 6XSSO\
'LYHUVL¿FDWLRQYLHZHGth0D\KWWSZZZIDVRUJVJSFUVURZ5SGI!
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 European Commission bilateral cooperation with China KWWSHFHXURSDHX
HQHUJ\LQWHUQDWLRQDOELODWHUDOBFRRSHUDWLRQFKLQDFKLQDBHQKWP!
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In Beijing Municipality a new guideline was put in place
SURKLELWLQJ ZDOOKXQJ ERLOHUV ZLWK (QHUJ\ (IILFLHQF\
&ODVVDQGEHORZWREHXVHGLQQHZSURMHFWV)URPst
0D\  ERLOHUV ZLWK (QHUJ\ (IILFLHQF\ &ODVV  ZLOO
not be permitted in the project business planning phase
DQGIURPst2FWREHUWKH\ZLOOQRWEHDOORZHGWR
be installed.

2015/2016

and industrial boilers leads to diverging interests
between the investor and the specialised sales agent.
7KH LQYHVWRU GRHV QRW DOZD\V KDYH WKH NQRZKRZ WR
FRPSDUHWKHHQHUJ\HI¿FLHQF\RIWZRRUPRUHV\VWHPV
UHO\LQJ RQWKH VSHFLDOLVHG VDOHVDJHQWIRU DOOWHFKQLFDO
information. This may lead to a purchasing decision
based on incomplete information and to increased costs
for the investor as well as a waste of resources for the

/RFDODQGSURYLQFLDOOHJLVODWRUVDOODURXQG&KLQDVKRXOG

overall economy.

strive for the development of similar guidelines or
LQFHQWLYHVIRUSURMHFWGHYHORSPHQWFRPSDQLHVDQGHQG

/RFDO DQG SURYLQFLDO OHJLVODWRUV LQGXVWU\ DVVRFLDWLRQV

users to make full use of the significant potential for

and manufacturers should strive for an energy

decreasing pollution levels and saving natural gas.

performance scheme for commercial and industrial

Recommendations
 Widen the scope of the regulation /LVW RI %XLOGLQJ
0DWHULDOV :KLFK DUH 3URPRWHG /LPLWHG DQG
3URKLELWHGWREH8VHGLQ%HLMLQJ--)>@1R to
 Rollout the regulation/LVWRI%XLOGLQJ0DWHULDOV:KLFK
DUH3URPRWHG/LPLWHGDQG3URKLELWHGWREH8VHGLQ
%HLMLQJ--)>@1R nationwide and modify the
industrial standard at an appropriate time.

information on the energy efficiency of the major
components of a boiler system (such as the boiler,
burner, economiser, pumps), and provide clear
instructions on how to measure the efficiency of the
whole system.
Based on the information provided through such a
scheme, investors could make informed decisions
RQ WKH OLIHF\FOH HQHUJ\ HIILFLHQF\ DQG WKH HFRQRPLF

2. Introduce an Energy-efficiency Scheme
for Commercial and Industrial Boilers
Concern
7KHUHLVQRRI¿FLDOHQHUJ\ODEHOOLQJVFKHPHLQSODFHIRU

viability of a boiler system. This information is especially
LPSRUWDQW DJDLQVW WKH EDFNJURXQG RI D ORQJWHUP
increase in global energy prices.

commercial and industrial heating systems, which not

This scheme should not only involve new installations,
but should also encompass existing systems. In

only leads to a waste of resources, but also contributes
VLJQL¿FDQWO\WRHQYLURQPHQWDOSROOXWLRQ

addition to savings achieved through decreased energy
consumption, investors could be guided through
government incentives.

Assessment
While energy efficiency labelling has been made
mandatory for many consumer goods, among them
white goods such as air conditioning units and
refrigerators or domestic heating applications such as

Recommendations
 Cooperate closely with international authorities and
DVVRFLDWLRQVWRVKDUHOHVVRQVOHDUQHGIURPHQHUJ\
HI¿FLHQF\VFKHPHV

ZDOOKXQJ ERLOHUV WKHUH LV QR RIILFLDO HQHUJ\ ODEHOOLQJ
scheme in place for commercial and industrial heating

 ,QWURGXFHDWUDQVSDUHQWHQHUJ\ODEHOOLQJVFKHPHIRU
commercial and industrial applications.

systems.

 &HUWLI\ WKH DQQXDOLVHG HQHUJ\HIILFLHQF\ FKHFNV RI
boiler systems and tie this to legislative incentives to
LQFUHDVHHI¿FLHQF\

Although there is no industry scheme to ensure energy
efficiency for large boilers and boiler systems for all
fuel types, technology that is already available on the
market can contribute to a marked increase in energy
HI¿FLHQF\IRUQHZDQGH[LVWLQJLQVWDOODWLRQV

3. Improve the Commercial and Industrial
Boiler Safety Technical Supervision
Administration Regulation TSG G00012012

As is the case in other countries, the route to market
YLD KLJKO\VSHFLDOLVHG VDOHV DJHQWV IRU FRPPHUFLDO
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LQFOXGHZDOOKXQJERLOHUVVROGLQUHWDLOFKDQQHOV

ERLOHUDSSOLFDWLRQV$JRDORIVXFKDQHI¿FLHQF\VFKHPH
would be to provide transparent and comparable

Concern
The new standard for commercial and industrial boilers
76**VHWVRXWWHFKQLFDOUHTXLUHPHQWVIRU

Abbreviations
EHI

Association of the European Heating

EU

Industry
European Union

NOx

Generic term for the various nitrogen

KRWZDWHUERLOHUVZKLFKGRQRWLQFUHDVHSURGXFWVDIHW\
RUHI¿FLHQF\EXWLQFUHDVHGHVLJQDQGHTXLSPHQWFRVWV
for Chinese as well as foreign manufacturers.

oxides produced during combustion
Assessment
In recent years, not only have technical requirements
for boilers and pressure vessels served to increase
commercial and industrial boiler safety in China, they
KDYHDOVROHYHOOHGWKHSOD\LQJ¿HOGIRUPDQXIDFWXUHUVE\
providing a common technical framework.
7KH QHZO\ DGDSWHG 76* * Boiler Safety
7HFKQLFDO 6XSHUYLVLRQ$GPLQLVWUDWLRQ 5HJXODWLRQ) sets
forth clear requirements for the construction and safety
Section Three: Trade in Goods

UHTXLUHPHQWV RI KRWZDWHU DQG VWHDP ERLOHUV 7KH
origins of most requirements can be traced from the
FRQVWUXFWLRQSULQFLSOHRIVWHDPERLOHUV,Q76**
PDQ\RIWKHVSHFL¿FDWLRQVVWHPPLQJIURPVWHDP
ERLOHUVDUHQRZDSSOLHGIRUKRWZDWHUERLOHUV
This leads to technical requirements which are at times
GLI¿FXOWWRPHHWHVSHFLDOO\IRUKRWZDWHUERLOHUVZLWKD
ORZRXWSXW UDQJH )XUWKHUPRUH LW PD\ EH DUJXHG WKDW
some requirements neither improve the safety nor the
HI¿FLHQF\RIKRWZDWHUERLOHUVEXWVLJQL¿FDQWO\LQFUHDVH
the construction and manufacturing burden.
Recommendations
 Commit resources to a joint feasibility study of the
76**WRJHWKHUZLWKWKHUHOHYDQW&KLQHVH
DXWKRULWLHVLIDSDUWLDOUHYLVLRQRIWKHVWDQGDUGZHUH
to be the result of such a study, the EHI would be
willing to support the drafting of a revised TSG
*
 Provide an authorised English translation in order
to reach a common understanding of the current
YHUVLRQRIWKH76**VWDQGDUG
 Consult with experts to help with drafting and
reviewing before releasing future standards for
commercial and industrial boilers.
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Metals and Mining Working Group

Key Recommendations
1. Reduce Overcapacity in the Steel Sector
 ,QFUHDVHWKHSDFHRIUHGXFLQJRYHUSURGXFWLRQE\FORVLQJREVROHWHFDSDFLW\
 &RQWLQXH LPSOHPHQWLQJ VWULFW FRQVWUDLQWV RQ WKH DSSURYDO RI QHZ FDSDFLWLHV IRU ERWK SULYDWHO\
RZQHGHQWHUSULVHV 32(V DQGVWDWHRZQHGHQWHUSULVHV 62(V DQGLPSURYHFDSDFLW\HOLPLQDWLRQ
measures.
 0DNHFDSDFLW\HOLPLQDWLRQGHFLVLRQVRQDFDVHE\FDVHEDVLVUDWKHUWKDQWKURXJKWKHFXUUHQWEODQNHW
consolidation approach.
 Implement a monitoring tool to track capacity elimination.
 Eliminate loopholes for circumventing government measures concerning exports, such as adding
Section Three: Trade in Goods

FKURPHWRH[SRUWFRQVWUXFWLRQVWHHOVLQRUGHUWRREWDLQDYDOXHDGGHGWD[ 9$7 UHIXQGXSRQH[SRUW
for alloyed steels.
 'LVFRQWLQXHWKHXVHRIWKH(QJOLVKWHUPµH[SRUWWD[UHEDWH¶ZKHQWDONLQJDERXWWKH9$7UHIXQGXSRQ
export.
 (
 TXDOLVH9$7UHIXQGXSRQH[SRUWIRUDOOPHWDOSURGXFWJURXSVWRDQHTXDODQGHYHQOHYHOWROLYHXS
to the Third Plenum’s Decision on Some Major Issues Concerning Comprehensively Deepening the
Reform (Decision), in terms of creating an equitable market environment.
 Reduce import duties and import barriers for steel products, so as to expose the domestic market
WRKHDOWK\LQWHUQDWLRQDORSHQPDUNHWFRPSHWLWLRQWROLYHXSWRWKHDecision, in terms of creating an
equitable market environment.

2. Encourage Fair Competition in the Metals and Mining Sectors
 (
 QIRUFHHTXDOFRPSOLDQFHZLWKODZVUXOHVDQGUHJXODWLRQVIRU62(VSULYDWHDQGIRUHLJQLQYHVWHG
manufacturers.
 Ensure equal market access and raw material access at even pricing to create fair competition
EHWZHHQ62(VSULYDWHDQGIRUHLJQLQYHVWHGPDQXIDFWXUHUV
 (
 QVXUHHTXDOQRQGLVFULPLQDWRU\DFFHVVWRPHWDOH[FKDQJHVIRUDOOPDUNHWSDUWLFLSDQWV
 Adapt approval processes for new capacity development to local demand data.
 &
 UHDWHDOHYHOPDUNHWHQYLURQPHQWE\UHPRYLQJH[SUHVVHGDQGLPSOLHGVWDWHJXDUDQWHHVIRU62(V
 &
 RQVLGHU VWRFNH[FKDQJH OLVWLQJ RI 62(V H[FHHGLQJ WKH µEORFNLQJ PLQRULW\¶ VKDUHKROGLQJ DV SHU
Chinese law, in order to strengthen oversight by public shareholders.

3. Open the Mining Industry to Foreign Investment and Improve the Mechanisation
of Mining Companies in China
 Remove the mining industry from restricted industries in the )RUHLJQ,QYHVWPHQW,QGXVWULDO*XLGDQFH
Catalogue and from the 6SHFLDO$GPLQLVWUDWLYH0HDVXUHVRQWKH(QWU\RI)RUHLJQ,QYHVWPHQWLQWR
&KLQD 6KDQJKDL )UHH7UDGH=RQH 1HJDWLYH/LVW .
 Open up the Chinese mining market to foreign mining companies to encourage the introduction of
advanced technologies and best practices.

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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 Speed up the mechanisation and modernisation levels of Chinese mining companies by introducing
VWULFWSROLFLHVWRSURPRWHVDIHHI¿FLHQWDQGHQYLURQPHQWDOO\IULHQGO\PLQLQJPHWKRGV
 Create a market for advanced mining equipment by upgrading mining industry standards.
 (
 QJDJHPRUHWKLUGSDUW\H[SHUWLVHLQWKHGHVLJQRIPLQLQJSODQVLQRUGHUWRVDIHJXDUGVXVWDLQDEOH
mining, which is in national interests.
 5
 HYLHZDQGDOLJQFHUWL¿FDWLRQOHJLVODWLRQUHODWHGWRPLQHVDIHW\ZLWKOHDGLQJLQWHUQDWLRQDOLQGXVWU\
practices, with a focus on how to address safety concerns.

4. Set up Standards for End Processing of Waste Electrical and Electronic Equipment
(WEEE) Fractions
 *
 XDUDQWHHWKHGHYHORSPHQWRIVWDQGDUGVDQGTXDOL¿FDWLRQV\VWHPVIRUWKHUHF\FOLQJLQGXVWU\
 ,PSOHPHQWDPRQLWRULQJWRROWRWUDFNWKHWUHDWPHQWRI:(((IUDFWLRQVLQFOXGLQJGLVPDQWOLQJSUH
SURFHVVLQJHQGSURFHVVLQJ
 '
 HYHORSHQGSURFHVVLQJVWDQGDUGVIRU:(((IUDFWLRQVLQ&KLQD

Section Three: Trade in Goods

 $
 OORZVLPSOL¿HGDSSURYDOVIRUWKHWUDQVSURYLQFLDOPRYHPHQWRI:(((IUDFWLRQV

Introduction to the Working Group
The Metals and Mining Working Group was established
LQLQ6KDQJKDLZLWKWKHLQWHJUDWLRQRIWKHIRUPHU
1RQ)HUURXV 0HWDOV :RUNLQJ *URXS ,WV PHPEHUV
include international enterprises who are leaders in their
respective industries.

PHWDOPDWHULDOVLQSURGXFWLRQNHSWJURZLQJ7KLV
excess production led to price declines and, in some
cases, a dramatic surge in exports to other markets.
China’s outbound shipments of steel, for instance,
MXPSHGE\SHUFHQWWRDSSUR[LPDWHO\PLOOLRQWRQV
In certain industries, such as seamless steel tubes, the
&KLQHVH *RYHUQPHQW UHFRJQLVHG WKH LVVXH RI RYHU

The working group aims to contribute to the
development of a sustainable metals and mining
industry in China and to further its exchanges with
the international market. The working group actively
engages with relevant governmental departments
and organisations to develop cooperation through
constructive dialogues with the overarching aim of
creating a level business environment for domestic and
foreign market participants in China.

Recent Developments
,Q  &KLQD FRQWLQXHG WR VXIIHU IURP VXEVWDQWLDO
industrial overcapacity in many sectors including
steel, cement, electrolytic aluminium, sheet glass
and shipping. This overcapacity initially resulted from
extensive investments in basic industries aimed at
catching up with exponentially growing demand from
± EXW WKHQ FRQWLQXHG XQDEDWHG GXH WR WKH
SRVW¿QDQFLDOFULVLVHFRQRPLFVXSSRUWPHDVXUHV
Despite the peak in domestic consumption of basic
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LQYHVWPHQW DV HDUO\ DV  1HYHUWKHOHVV GHVSLWH
measures launched to tackle these issues, lacklustre
implementation has meant that this situation remains
unchanged.
The Metals and Mining Working Group recognises
the government’s significant efforts to counter
overproduction and overcapacity problems. Some of
these initiatives have been successful. For example,
clamping down on excess credit, imposing higher
FDSDFLW\WHFKQRORJ\ WKUHVKROG DQG FDQFHOOLQJ YDOXH
DGGHG WD[ 9$7  UHIXQGV XSRQ H[SRUW IRU KRWUROOHG
steels with boron added shows the government’s clear
GHWHUPLQDWLRQ WR GLVDOORZ ORZYDOXHDGGHG H[SRUWV DW
a high cost to society. On the other hand, some of the
policies could be improved. For example, China’s Steel
6WHHOH[SRUWVULVHIRUUHFRUG¿IWKPRQWK&KLQD'DLO\th)HEUXDU\YLHZHGth
$SULOKWWSZZZFKLQDGDLO\FRPFQNLQGOHFRQWHQWB
KWP!
1RWLFHRQ([SRUW7D[5HEDWHV$GMXVWPHQWRI6RPH3URGXFWV6$7 02)st
'HFHPEHUYLHZHGRQth$SULOKWWSZZZPRIJRYFQ]KHQJZX[LQ[L
]KHQJFHIDEXWBKWP!
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industry will be attractive enough to invite private or

0LQLVWU\ RI ,QGXVWU\  ,QIRUPDWLRQ7HFKQRORJ\ 0,,7
lacks numerical targets, a fundamental assignment

public investment.

of tasks and related accountability. Particularly when

The government has continued to strongly enforce laws

policies require substantial changes, the working group

and regulations in the metals and mining industries.

considers numerical targets, assignment of tasks and

While the working group continues recognising the
effort, there are still areas where enterprises gain

accountability vital for implementations of policies,
which otherwise will remain little more than expressions
of intent.

FRPPHUFLDODGYDQWDJHVWKURXJKQRQFRPSOLDQFHZKLFK
leads to environmental and domestic infrastructure
damage and unfair competition.

The working group has noted the rapid recent
development of several exchange markets for

Accidents in China’s mining industry are still commonplace.

commodities, and of multiple new physical or paper

Though the number of deaths related to coal mining

products by those exchanges. In particular for ore and
metals, many new exchanges are being created (the

DFFLGHQWV KDV GURSSHG IURP  LQ  WR  LQ
 the number of casualties is still shockingly high.

Shanghai Futures Exchange, the Dalian Commodity

The working group continues recommending stronger

Exchange, the Zhengzhou Commodity Exchange, the
Shanghai International Energy Exchange, the Shanghai
Gold Exchange, the Shanghai United Steel Exchange,

enforcement of safety and environmental standards as
well as a higher degree of mechanisation in accordance

the Fanya Metal Exchange and the Shanghai Asia
Pacific International Commodities Exchange). The
working group hopes that these exchanges will be
regulated and managed in a transparent way to limit
volatility in commodities and allow both domestic and

Key Recommendations
1. Reduce Overcapacity in the Steel Sector

foreign industry players fair access to these exchanges
and their clearing houses, both onshore and offshore,

Concern

whatever the nationality of the legal representative.

in recent years, damaging the industry and its prospects
of sustainable development.

The working group is concerned about the Third
Plenum’s Decision on Some Major Issues Concerning
Comprehensively Deepening the Reform (Decision)
calling for an even and fair market environment, while at
WKHVDPHWLPHFDOOLQJIRUDPDUNHWOHDGLQJUROHIRUVWDWH
owned enterprises (SOEs). The metals and mining
LQGXVWU\LVDFDSLWDOLQWHQVLYHLQGXVWU\ZKHUHE\¿QDQFLQJ
at low interest rates is critical. Since SOEs generally
have easier access to credit at more favourable terms
WKDQ SULYDWHO\RZQHG HQWHUSULVHV 32(V  RI WKH VDPH
VL]H DQG VWDQGLQJ WKH ZRUNLQJ JURXS VHHV D PDUNHW
leading role for SOEs as incompatible with the notion of
a fair and even market.

Growth in steel production far exceeded demand growth

Assessment
&KLQD¶VFUXGHVWHHOFDSDFLW\LQZDVDSSUR[LPDWHO\
ELOOLRQWRQV6 whereas apparent domestic consumption
ZDV DURXQG  PLOOLRQ WRQV DQG H[SRUWV DFFRXQWHG
IRUDERXWPLOOLRQ WRQV  SHU FHQW \HDU RQ \HDU 
This suggests an average utilisation rate of domestic
VWHHO PLOOV RI RQO\ DERXW  SHU FHQW  paired with
an unsustainably high export volume. By common
standards, disregarding subsidies, steel mills need a
XWLOLVDWLRQUDWHRISHUFHQWWREUHDNHYHQ
Apparent domestic consumption of crude steel was
VWDJQDQWLQDQGLVIRUHFDVWWRIDOOJUDGXDOO\WR

The Decision also calls for models of mixed ownership.
It is the view of the working group, that before the
overcapacities are effectively eliminated, no basic




China’s Steel Industry Adjustment Policy draft (2015 Revision)0,,7th March,
YLHZHGRQth$SULOKWWSZZZPLLWJRYFQQQ
QQKWPO!
7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision.



7KH1XPEHURI'HDWKV5HODWHGWR&KLQD&RDO0LQLQJ$FFLGHQWVKDV'URSSHGIURP
WRZLWKLQ\HDUV3HRSOH¶V'DLO\2QOLQHth0D\YLHZHGth
$SULOKWWSVRFLHW\SHRSOHFRPFQQFKWPO!

6!! %LG)DUHZHOOWR+H\GD\RI'HPDQGLQ6WHHO,QGXVWU\*RYFQth-DQXDU\YLHZHG
th$SULOKWWSZZZJRYFQ[LQZHQFRQWHQWBKWP!
 7KH2SHUDWLRQRIWKH6WHHO,QGXVWU\LQDQG3URVSHFWRI, Ministry of Industry
DQG,QIRUPDWLRQ7HFKQRORJ\th)HEUXDU\YLHZHGRQth$SULOKWWS


ZZZPLLWJRYFQQQQQKWPO!
6WHHO&RPSDQLHV3ODQVWR)RUP6HYHUDO/DUJH*URXSV;LQKXD1HWrd March,
YLHZHGth$SULOKWWSZZZEM[LQKXDQHWFRPKESGMUSGMUSG
FBKWP!
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with applicable standards elsewhere in the world.

Third Plenum Reality Check
What did the Third Plenum’s Decision Say?

What is the reality?
The Metals and Mining Working Group has indeed
observed China continuing the development of its
economy with SOEs playing a leading role. SOEs
are in the process of undergoing positive internal
reforms. In terms of structural SOE reform, the
working group notes positively, that this reform
leaves the door open to eventual privatisation,
a l o n g t h e l i n e s o f C I T I C B a n k ’s p r i v a t i s a t i o n .

II. Adhering to and Improving the Basic
Generally speaking, however, when it comes to metal
products such as steel, SOEs tend to only bring
“We must unswervingly consolidate and
their products up to the lowest, widely acceptable
develop the public economy, persist in the
quality standard in the market. They are not
dominant position of public ownership, give
known to produce their products to the highest
IXOOSOD\WRWKHOHDGLQJUROHRIWKHVWDWHRZQHG
possible quality standard, which in turn does not
sector, and continuously increase its vitality,
induce higher quality in downstream industries.
controlling force and influence. We must
unwaveringly encourage, support and guide
SOEs tend to compete with private enterprises on price,
WKH GHYHORSPHQW RI WKH QRQSXEOLF VHFWRU
not on quality, which in turn forces private enterprises to
and stimulate its dynamism and creativity.”
engage in price competition, at the expense of quality
and often at the expense of environmental compliance.
Notable exceptions from this pattern, such as Baosteel,
have not spurred a sustained quality drive in peer
SOE steel mills. The next stage of China’s economic
development will necessitate a quantum leap in quality
and productivity, along the development paths that
Japan, Korea and Taiwan have taken. As far as metals
and mining is concerned, based on market dominance
of SOEs such a quantum leap would be unprecedented.

Section Three: Trade in Goods

Economic System

The working group recognises this important
commitment to a functioning and equitable market
environment. There are concerns, resulting from the
aspiration for market leadership by SOEs. Market
³:HZLOOLPSOHPHQWDXQL¿HGPDUNHWDFFHVV
leadership as such carries potential problems to the
system; and on the basis of making a
detriment of functioning, level markets, regardless if
negative list, all kinds of market players
in China or elsewhere. The Chinese Government has
may enter areas not on the negative list VKRZQDQLPSUHVVLYHGHWHUPLQDWLRQWRGHDOZLWKPDUNHW
on an equal basis and according to law. domineering forces, however, the working group is
We will explore a management model for FRQFHUQHGDERXWDKLJKSRWHQWLDOIRUFRQÀLFWRILQWHUHVWV
IRUHLJQ LQYHVWRUV ZLWK SUHHQWU\ QDWLRQDO when it comes to state organs dealing with SOEs. The
treatment plus the negative list .… We will disproportionate number of exits of private enterprises
propel reform of our domestic commodity IURP WKH 62(GRPLQDWHG VWHHO PDUNHW EHDUV ZLWQHVV
distribution structure while building a to such concerns. Another concern is that SOEs deny
business environment under the rule of law.”
SULYDWH IRUHLJQRZQHG HQWHUSULVHV DFFHVV WR WKHLU
business, as experienced by working group members.
9. Enacting market rules that are fair, open
and transparent.
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UHOHDVHG E\ WKH 0LQLVWU\ RI ,QGXVWU\  ,QIRUPDWLRQ
Technology (MIIT), however, lacking numerical targets,
assignment of tasks and accountability will make a

In the working group’s view, assuming apparent

rigorous implementation of this policy doubtful. Further,

GRPHVWLFFRQVXPSWLRQRIPLOOLRQWRQVE\DQG

it is the working group’s opinion, that the envisioned

DQ DVVXPHGWREHVXVWDLQDEOH H[SRUW TXDQWLW\ RI 
PLOOLRQWRQVEDVHGRQDPLQLPXPXWLOLVDWLRQUDWHRI

improvements in this policy may only be achieved if
supported by gradual, continuous privatisation.

per cent, the domestic steel capacity in China should
QRWH[FHHGPLOOLRQWRQVE\

The working group has observed that several foreign
steel industry associations (including the German

Thus the current government planning of reducing

steel association Wirtschaftsvereinigung Stahl and

FUXGHVWHHOFDSDFLW\E\PLOOLRQWRQVE\LVWRR

the American Iron and Steel Insititute (AISI)) along
with the Chinese Government and other parties, are

OLWWOHDQGWKHWLPHSHULRGRI\HDUVLVWRRORQJ

at times using the term ‘tax rebate’ when referring to

ZKLFKVWHHOZDV(85ELOOLRQRUSHUFHQW7RWDO

this term is leading foreign industry organisations to

(8H[SRUWVRIJRRGVWR&KLQDLQZHUH(85
ELOOLRQRIZKLFK(8VWHHOH[SRUWVWR&KLQDZHUH(85

allege in their lobbying efforts that China is subsidising
the export of steel. Although China likely subsidises

ELOOLRQRUSHUFHQW

WKH SURGXFWLRQ RI VWHHO WR DQ H[WHQW WKH 9$7 UHIXQG
XSRQ H[SRUW LV LQ HIIHFW D 9$7 UHIXQG DV VHHQ LQ

Although steel may appear to make up but a minor
SDUW RI WRWDO (8&KLQD WUDGH  SHU FHQW RI H[SRUWV 
&KLQD¶V VWHHO H[SRUWV WR WKH (8 LQFUHDVHG E\  SHU
FHQWDPRXQWLQJWRDWRWDORIDOPRVW¿YHPLOOLRQWRQVLQ
6WHHOH[SRUWVIURPWKH(8WR&KLQDLQFUHDVHGE\
RQO\SHUFHQWWRPLOOLRQWRQV

most European countries, and not a subsidy. The
abandonment of this term will go a long way in clarifying
this misunderstanding.
Nevertheless, the working group is concerned about
China’s approach to domestic and international markets
through the discriminatory way in which it applies its

,Q VSLWH RI D ORZ (858QLWHG 6WDWHV 'ROODUV 86' 
exchange rate, the working group expects Chinese

9$7 UHIXQG XSRQ H[SRUW VFKHPH EDVHG RQ GLIIHUHQW
product groups. While EU countries do have different

exports of steel to the EU to disproportionally rise
IXUWKHULQDVWKHSUHVVXUHRQ&KLQHVHVWHHOPLOOV

9$7UDWHVXSRQH[SRUWWKHIXOO9$7LVUHIXQGHG&KLQD¶V
YDULDEOH9$7UHIXQGUDWHVDFURVVSURGXFWJURXSV&KLQD

WRH[SRUWUHPDLQVVWURQJ0DMRUQRQ(8H[SRUWPDUNHWV
for Chinese steel have locked out Chinese steel imports
LQDQGIXUWKHUWUDGHDFWLRQRIQRQ(8FRXQWULHVLV

DUHUHVXOWLQJLQXQHYHQLQÀXHQFHLQWKHPDUNHW

pending, so Chinese steel will need to be exported to
the few principal markets that remain somewhat open
to steel imports from China, regardless of price or cost
of production, including the EU.

Recommendations
 ,QFUHDVH WKH SDFH RI UHGXFLQJ RYHUSURGXFWLRQ E\
closing obsolete capacity.
 Continue implementing strict constraints on the
approval of new capacities for both POEs and SOEs
DQGLPSURYHFDSDFLW\HOLPLQDWLRQPHDVXUHV

The working group is hopeful after seeing the strong
determination of the Chinese Government to deal with
over capacity in steel and to counteract exports of that

 0DNH FDSDFLW\HOLPLQDWLRQ GHFLVLRQV RQ D FDVHE\
case basis rather than through the current blanket
consolidation approach.

steel, which contribute little or nothing to the addition
of value in China, while at the same time the excessive
exports undermine domestic market mechanisms in

 Implement a monitoring tool to track capacity
elimination.
 Eliminate loopholes for circumventing government

export destination countries.
The working group supports the policy set out in the
Steel Industry Adjustment PolicyGUDIW 5HYLVLRQ 

measures concerning exports, such as adding chrome
WRH[SRUWFRQVWUXFWLRQVWHHOVLQRUGHUWRREWDLQD9$7
refund upon export for alloyed steels.
 Discontinue the use of the English term ‘export tax

Metals and Mining Working Group
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&KLQDLQDPRXQWHGWRHXUR (85 ELOOLRQRI

&KLQD¶V9$7UHIXQGXSRQH[SRUW+RZHYHUµWD[UHEDWH¶
implies ‘subsidy’, meaning that the erroneous use of

Total European Union (EU) imports of goods from

China Total System Leverage Breakdown by Segment (2008 – Sep 2014): Mid/large enterprises' share grew further
while small business' shrank

Central Government
Small Business

Local Governments
Consumers

Mid/Large Corporates

100%

80%

19.4%

17.3%

15.6%

15.2%

14.2%

14.2%

14.3%

13.1%

11.6%

11.6%

14.7%

13.7%

11.0%

10.0%

40.7%

41.2%

42.2%

38.5%

35.2%

36.1%

43.1%

21.3%

26.7%

26.9%

20.4%

24.9%

23.9%

23.0%

7.1%

8.1%

8.7%

8.8%

8.6%

9.2%

9.6%

2008
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40%
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20%

0%

6RXUFH:,1'&(,&/HDVLQJ$VVRFLDWLRQ&KLQD%RQGFRP0RUJDQ6WDQOH\5HVHDUFK

UHEDWH¶ ZKHQ WDONLQJ DERXW WKH 9$7 UHIXQG XSRQ

and promotion of best practices.

export.
 (TXDOLVH9$7UHIXQGXSRQH[SRUWIRUDOOPHWDOSURGXFW
groups to an equal and even level to live up to the
Third Plenum’s Decision, in terms of creating an
equitable market environment.
 Reduce import duties and import barriers for steel

Assessment
,QWKHFXUUHQWH[FHVVLYHO\RYHUVXSSOLHGGRPHVWLFVWHHO
and mining industry environment, where commodity
prices are dropping to historical lows, only SOE steel
makers and miners with privileged access to capital and

products, so as to expose the domestic market to
KHDOWK\LQWHUQDWLRQDORSHQPDUNHWFRPSHWLWLRQWROLYH
up to the Third Plenum’s Decision, in terms of creating

ORZLQWHUHVW¿QDQFHFDQVXUYLYHLQWKHORQJWHUP

an equitable market environment.

considering the implied government guarantee that they
EHQH¿WIURP²DUHEHLQJHYDOXDWHGDVDORZHUULVNDQG

2. Encourage Fair Competition in the Metals
and Mining Sectors
Concern
8QIDLUPDUNHWSUDFWLFHVLQ&KLQDVWLOOKDYHDVLJQL¿FDQW
impact in the mining and metallurgy sector – administrative
constraints to access to bank loans and the access to
low cost capital for SOEs is distorting financing costs
of doing business. Ensuring compliance with existing
regulations by all operators equally across the industry
requires greater emphasis so as to avoid current
unbalances that hinder the restructuring of overcapacity

Indeed, facing a downturn, SOE borrowers—

therefore have privileged access to capital and credit,
which in turn does not contribute to the even market
environment envisioned in the Third Plenum’s Decision.
5HFHQWHYROXWLRQVRIORDQVDFFRUGLQJWRUHFHLYHUSUR¿OH
shows this trend that privileges large SOEs.
Although this unfair access to low cost capital granted to
SOEs is prevalent in all industries in China where SOEs
are active, it is particularly impacting the metal and mining
 China Strategy – China Deleveraging – the long, bumpy ride continues, Morgan
Stanley Research, Asia Pacificth0DUFKYLHZHGRQth-XQH
KWWSZZZGRFFRPSKWPO!
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A debt curve for China – Interest payments are greater than EBIT at companies holding 20% of the debt in
our bond issuer sample
Debt coverage at 858 bond issuers- EBIT basis, 2013
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Source: Wind, Company data, Macquarie Research, September 2014

industries, which are heavily leveraged and unable to
repay debts (see chart above). 

UDZPDWHULDOV HYDGLQJ9$7 
 LQFRPSOHWHSD\PHQWRIUHVRXUFHWD[HVQRQSD\PHQW
RU XQGHUGHFODUDWLRQ  RI VRFLDO FRQWULEXWLRQV IRU

7KHVLWXDWLRQRIXQIDLUDFFHVVWRFDSLWDOWRWKHEHQH¿WRI
62(VKDVJHQHUDOO\ZRUVHQHGWKURXJKDQGHDUO\
 DV WKH HFRQRPLF UHIRUPV XQGHUZD\ DUH SXWWLQJ
SUHVVXUH RQ SULYDWH DQG IRUHLJQRZQHG PLQLQJ DQG

migrant workers from other poorer provinces;
 excess rejects of waste, emissions and pollutants,
handled in violation of environmental regulations; and
 illegal overloading of transportation.

metal players.
By nature, with these latter practices being illegal,
While the strengthening of SOEs is called for in
the Third Plenum’s Decision, a more even market
environment is also called for and this is of great
concern.

WKH\DUHQRWGRFXPHQWHGRUSXEOLFDQGWKXVGLI¿FXOWWR
identify. And although these are generally sanctioned
when becoming public at regional and national level,

$QRWKHU DUHD RI FRQFHUQ LV WKDW QRQFRPSOLDQFH ZLWK

international companies which are generally committed
to international good practice standards regarding
UHJXODWLRQV ,QWHUQDWLRQDO /DERXU 2UJDQLVDWLRQ UXOHV

regulations (tax, labour, environment, traffic etc.) by
certain Chinese entities, or the irregular enforcement of
those regulations, is not uncommonly observed. While

WKHHQGHPLFQDWXUHRIVXFKQRQFRPSOLDQFHDQGZHDN
enforcement creates an unfair playing field for many

extractive industry initiative).

these violations take place mostly at small, private
HQWLWLHV VLPLODU QRQFRPSOLDQFH LV DOVR REVHUYHG DW
certain SOEs that are subcontracting or outsourcing

The situation should undergo an overall improvement

part of their operations to unsupervised small, private
HQWLWLHV7KLVUHVXOWVLQSUDFWLFHVVXFKDV
 mining, metal or steel operations without a full set of
XSWRGDWHOLFHQFHVIRURSHUDWLRQV
 QRQGHFODUHGFDVKWUDQVDFWLRQVIRUWKHSXUFKDVHRI

H[WHQVLYH DQWLFRUUXSWLRQ FDPSDLJQ 1HYHUWKHOHVV WKH
impact of these particular initiatives will be difficult to
measure.

In the red, tackling China’s corporate debt, Macquarie Commodities Comment,
0DFTXDULH&DSLWDO6HFXULWLHV/LPLWHGth6HSWHPEHUYLHZHGst-XO\
KWWSVZZZPDFTXDULHUHVHDUFKFRPUSGUSB2700M4"X 0M(1]N!

LQ  DQG  ZLWK D FRPELQDWLRQ RI ¶V
QHZ (QYLURQPHQWDO 3URWHFWLRQ /DZ DQG WKH FXUUHQW

Recommendations
 Enforce equal compliance with laws, rules and
UHJXODWLRQV IRU 62(V SULYDWH DQG IRUHLJQLQYHVWHG

Metals and Mining Working Group
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Cumulative Debt (bn RMB)

manufacturers.
 Ensure equal market access and raw material access
at even pricing to create fair competition between
62(VSULYDWHDQGIRUHLJQLQYHVWHGPDQXIDFWXUHUV
 (QVXUH HTXDO QRQGLVFULPLQDWRU\ access to metal
exchanges for all market participants.
 Adapt approval processes for new capacity development
to local demand data.
 Create a level market environment by removing
H[SUHVVHGDQGLPSOLHGVWDWHJXDUDQWHHVIRU62(V
 &RQVLGHUVWRFNH[FKDQJHOLVWLQJRI62(VH[FHHGLQJ
the ‘blocking minority’ shareholding as per Chinese
law, in order to strengthen oversight by public
shareholders.

In a similar way, the China (Shanghai) Pilot Free Trade
Zone’s (CSPFTZ’s) new approach with the Negative
/LVW IRU IRUHLJQ LQYHVWPHQW SXEOLVKHG RQ  th April,
KDVQRWFKDQJHGWKHVLWXDWLRQDQGKDVQRWOHGWR
fair and free access to foreign companies in this area
SOHDVHUHIHUWRWKHQRQRI¿FLDOWUDQVODWLRQEHORZ 
Chinese companies currently enjoy open access to foreign
mining industries while this access is not reciprocated with
regards to foreign investment in China’s mining industry.
Considering the Chinese Government’s clear drive to
HQJDJHLQIUHHWUDGHDQGLQYHVWPHQWWUHDWLHVWKHRSHQLQJ
up of this industry should be a top priority.

Section Three: Trade in Goods

Mining (note: QRQRI¿FLDOWUDQVODWLRQ)
1R,QYHVWPHQWLQH[SORUDWLRQDQGPLQLQJDQGPLQHUDOSURFHVVLQJZLWKRXWSHUPLVVLRQLWLV
forbidden to enter or obtain rare earth mining geological data mining, ore samples and
Rare earth and rare
production technology.
ore dressing
3URKLELWLQYHVWPHQWRIWXQJVWHQPRO\EGHQXPWLQDQWLPRQ\ÀXRULWHH[SORUDWLRQDQG
mining.
3URKLELWLQYHVWPHQWUDGLRDFWLYHPLQHUDOH[SORUDWLRQPLQLQJDQGEHQH¿FLDWLRQ
3UHFLRXVPHWDOV JROGVLOYHUSODWLQXPJURXS H[SORUDWLRQDQGPLQLQJDUHUHVWULFWHG
0HWDO RUH DQG QRQ
/LWKLXPPLQLQJDQGEHQH¿FLDWLRQDUHUHVWULFWHG
metallic ore mining
*UDSKLWHH[SORUDWLRQDQGPLQLQJDUHUHVWULFWHG

3. Open the Mining Industry to Foreign
Investment and Improve the Mechanisation
of Mining Companies in China
Concern
:KLOH&KLQHVHFRPSDQLHVHQMR\PRVWO\IUHHO\DFFHVVLEOH
investment opportunities in the mining industry abroad,
China keeps its own mining industry closed to foreign
investment, based on a perceived national interest.
Assessment
Recent regulations are still limiting, as per the )RUHLJQ
,QYHVWPHQW ,QGXVWULDO *XLGDQFH &DWDORJXH 
Revision), which lists the following foreign investment
UHVWULFWLRQVLQPLQLQJ
 Exploration and mining of tungsten (W), molybdenum
0R WLQ 6Q DQWLPRQ\ 6E DQGÀXRULWH
 Exploration, mining and ore dressing of rare earth.
 Exploration, mining and ore dressing of radioactive
minerals.

 7KH)RUHLJQ,QYHVWPHQW,QGXVWULDO*XLGDQFH&DWDORJXH 5HYLVLRQ 3HRSOH
FQ th 0DUFK  YLHZHG th$SULO  KWWSSROLWLFVSHRSOHFRPFQ
QFKWPO!
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In China’s mining industry the practices are not
optimised and safety and environmental compliance are
not measuring up to international standards.
$VDQLOOXVWUDWLRQWKHUHZHUHVWLOOGHDWKVLQPLQLQJ
LQ<HWWKLVUHSUHVHQWVDGUDPDWLFLPSURYHPHQW
FRQVLGHULQJ WKH  GHDWKV LQ FRDO PLQLQJ LQ 
Opening up the Chinese mining market to foreign
companies would allow the latter to introduce the latest
technologies and practices in order to provide support
in improving the environmental, safety and performance
standards of Chinese mines
Recommendations
 Remove the mining industry from restricted industries
in the )RUHLJQ ,QYHVWPHQW ,QGXVWULDO *XLGDQFH
Catalogue and from the Special Administrative
0HDVXUHV RQ WKH (QWU\ RI )RUHLJQ ,QYHVWPHQW LQWR
&KLQD 6KDQJKDL )UHH7UDGH=RQH 1HJDWLYH
/LVW .
 $GPLQLVWUDWLRQRI:RUN6DIHW\&RDO0LQH$FFLGHQWVLQ.LOOHG3HRSOH
China Dailyth0DUFKYLHZHGth$SULOKWWSZZZFKLQDGDLO\FRP
FQPLFURUHDGLQJG]KFRQWHQWBKWPO!
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 Open up the Chinese mining market to foreign mining
companies to encourage the introduction of advanced
technologies and best practices.
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owing to the lack of suitable technologies and controls.
7KLV FRXOG SRWHQWLDOO\ UHVXOW LQ QRQFRPSOLDQFH ZLWK
environmental laws and regulations.

 Speed up the mechanisation and modernisation levels
of Chinese mining companies by introducing strict
SROLFLHVWRSURPRWHVDIHHI¿FLHQWDQGHQYLURQPHQWDOO\
friendly mining methods.
 Create a market for advanced mining equipment by
upgrading mining industry standards.
 (QJDJH PRUH WKLUGSDUW\ H[SHUWLVH LQ WKH GHVLJQ RI
mining plans in order to safeguard sustainable mining,
which is in national interests.
 Review and align certification legislation related
to mine safety with leading international industry
practices, with a focus on how to address safety
concerns.

Concern
Although there is an existing WEEE standard
(*XLGHOLQHV IRU :((( 'LVPDQWOLQJ DQG 0DQDJHPHQW
2015 LWGRHVQRWLQFOXGHWKHFUXFLDOHQGSURFHVVLQJ
HVWDEOLVKLQJ HQGSURFHVVLQJ VWDQGDUGV FDQ KHOS WKH
industry to achieve high recycling efficiency while
simultaneously fully respecting EHS (environmental,
health, safety).
Assessment
More and more WEEE is being generated in modern
societies. In China, national WEEE legislation manages
the collection and treatment of televisions, refrigerators,
washing machines, air conditioners and computers
GHVNWRSDQGODSWRSV ,QLQ&KLQDTXDOL¿HG
GLVPDQWOHUV RIILFLDOO\ FROOHFWHG DQG WUHDWHG DURXQG 
PLOOLRQWRQVRIWKHVH¿YHW\SHVRI:(((UHSUHVHQWLQJ
SHUFHQWRIWKHWRWDO:DVWHHOHFWULFDODQGHOHFWURQLF
equipment contain valuable reusable metals which
make them ‘urban mines’ valuable to explore.
However, WEEEs may also carry potential hazardous
FRPSRQHQWV 9DULRXV VWDNHKROGHUV DUH LQYROYHG LQ WKH
:(((UHF\FOLQJVXSSO\FKDLQ7KH¿QDOPHWDOH[WUDFWLQJ
process is crucial to attain the highest level of recycling
HI¿FLHQF\7KHUHFDQEHDULVNRIKHDY\PHWDODVZHOODV
dioxin pollution (for example, low temperature burning
FDXVHVWKHHPLVVLRQRIGLR[LQVIURP39&FRPSRQHQWV 

Recommendations
 Guarantee the development of standards and
TXDOL¿FDWLRQV\VWHPVIRUWKHUHF\FOLQJLQGXVWU\
 Implement a monitoring tool to track the treatment of
:(((IUDFWLRQVLQFOXGLQJGLVPDQWOLQJSUHSURFHVVLQJ
HQGSURFHVVLQJ
 'HYHORS HQGSURFHVVLQJ VWDQGDUGV IRU :(((
fractions in China.
 $OORZ VLPSOLILHG DSSURYDOV IRU WKH WUDQVSURYLQFLDO
movement of WEEE fractions.

Abbreviations
AISI
CITIC

American Iron and Steel Institute
China International Trust Investment

CSPFTZ
EU

China Shanghai Pilot Free Trade Zone
European Union

EUR
MIIT

Euro (Currency)
Ministry of Industry and Information
Technology

Company

32(
39&
62(





3ULYDWHO\2ZQHG(QWHUSULVH
3RO\YLQ\O&KORULGH
6WDWH2ZQHG(QWHUSULVH

USD
9$7



United States Dollar
9DOXH$GGHG7D[

WEEE

Waste Electrical and Electronic
Equipment

 *XLGHOLQHVIRU:((('LVPDQWOLQJDQG0DQDJHPHQW0LQLVWU\RI(QYLURQPHQWDO
3URWHFWLRQDQGWKH0,,7th'HFHPEHUYLHZHGst-XO\KWWSZZZ]KE
JRYFQJNPOKEETW:SGI!

Metals and Mining Working Group
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4. Set up Standards for End Processing of
Waste Electrical and Electronic Equipment
(WEEE) Fractions

In Europe, the Eurometaux and European Electronics
5HF\FOHUV $VVRFLDWLRQ¶V :((( HQGSURFHVVLQJ
VWDQGDUG RIIHUV WKH JOREDO HZDVWH UHF\FOLQJ LQGXVWU\
D JRRG IUDPHZRUN DQG UHIHUHQFH RI ZKDW UHDO HQG
processing of a crucial part of the electronic waste
stream is. It also should give authorities and producers
WKH JXDUDQWHH WKDW WKH RIWHQ PRVW FULWLFDO :(((
fractions—both from an environmental as well as an
economical perspective—are dealt with in an efficient
and sustainable manner.

Paediatric Nutrition Desk

Key Recommendations
1. Accelerate the Establishment of the Production Access System and Management
Measures for Food for Special Medical Purposes (FSMP)
 ,QWURGXFHDFDWHJRU\IRU)603LQWKH)RRG3URGXFWLRQ/LFHQVLQJ6\VWHP
 Facilitate the drafting and enforcement of management measures for FSMP.

 (VWDEOLVK8QL¿HG7HFKQLFDO6SHFL¿FDWLRQVIRU1DWLRQZLGH,QIDQWDQG<RXQJ
children Formula Milk Powder Traceability Systems
 (VWDEOLVKXQL¿HGWHFKQLFDOVSHFL¿FDWLRQVIRUDQDWLRQZLGHHOHFWURQLFWUDFHDELOLW\V\VWHPIRULQIDQW
Section Three: Trade in Goods

DQG\RXQJFKLOGUHQIRUPXODPLONSRZGHUDVVRRQDVSRVVLEOH
 Allow manufacturers to independently establish traceability systems following the national
WHFKQLFDOVSHFL¿FDWLRQV
 Clarify that local traceability systems should comply with the national technical guidance.

 2SWLPLVHWKH'UDIWLQJ6SHFL¿FDWLRQVIRU1DWLRQDO6WDQGDUGVIRU7HVWLQJ0HWKRGV
 Establish rigorous specifications to regulate the drafting and the validation process of national
standards for testing methods, take international standards into consideration and organise
extensive training to ensure proper implementation.
 Organise comprehensive and deep discussion for national standards for testing methods for infant
DQG\RXQJFKLOGUHQIRUPXODVWRPDNHVXUHWKDWWKH\DUHDSSOLFDEOHIRUDOOSURGXFWVIURPGLIIHUHQW
formulations, resources and processes and develop matching testing methods for FSMP.
 Establish communication mechanisms with industry associations, listen to industry voices and
take international, advanced experiences into consideration to ensure the rigour, accuracy and
credibility of Chinese standards, so that they can be used to regulate product quality, ensure food
safety and promote the healthy development of food industry.

4. Amend the Administrative Measures on the Sale of Breast Milk Substitutes
 Allow breast milk substitute manufacturers and operators to conduct scientific research,
consultation and health education activities with medical and health institutes and their staff.
 Allow medical and healthcare institutes to provide infants who have been diagnosed as receiving
LQVXI¿FLHQWEUHDVWPLONZLWKEUHDVWPLONVXEVWLWXWHV
 Accelerate the revision process of the Administrative Measures on the Sale of Breast Milk
Substitutes, clarify the outstanding issues and implement the new measures as soon as possible.
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Introduction to the Desk
The European Chamber’s Paediatric Nutrition (PN)
'HVNZDVHVWDEOLVKHGLQDQGFXUUHQWO\KDVVHYHQ
international companies as members and six domestic

2015/2016

$V LQIDQW DQG \RXQJFKLOGUHQ IRUPXOD PDQXIDFWXUHUV
and operators, desk members and partners hope to
share their advanced and specialised expertise with
the supervisory authorities to help protect Chinese
consumers’ health.

manufacturers as local partners. Members and partners
of the desk include the major manufacturers of infant

Most notably, the government finished the revision of

formulas who are active in China. The expertise of the

WKH)RRG6DIHW\/DZRIWKH3HRSOH¶V5HSXEOLFRI&KLQD

members and partners in the infant formula sector is

)RRG 6DIHW\ /DZ  ZKLFK ZLOO EHFRPH HIIHFWLYH RQ st
2FWREHU  1HZ UHTXLUHPHQWV IRU WKH 31 VHFWRU

widely recognised by Chinese consumers in providing
KLJKTXDOLW\ 31 SURGXFWV DQG PHHWLQJ WKH QHHGV RI
consumers in health and safety of infants as well as
young children. They have contributed significantly to
the development of the PN sector in China.
The Paediatric Nutrition Desk represents the interests of
its members and partners and promotes dialogue and
communication among all relevant stakeholders.

have been introduced. For example, “The formulation
of infant formulas shall be registered with the CFDA.
The applicant shall submit a research and development
5 ' UHSRUWDQGRWKHUPDWHULDOVLQGLFDWLQJVFLHQWL¿FLW\
and safety of formulation during registration. Infant
DQG \RXQJFKLOGUHQ IRUPXODV DUH QRW DOORZHG WR EH
SURGXFHG E\ PHDQV RI VXESDFNDJLQJ´ In addition,
management measures for Food for Special Medical

Recent Development

/DZ)RUH[DPSOH³)603SURGXFWVVKDOOEHUHJLVWHUHG

7KH PHODPLQH LQFLGHQW LQ  QHJDWLYHO\ LPSDFWHG

with the CFDA. The applicant shall submit information

the PN sector in China. Thanks to the joint efforts of

as product formulations, production process, labels,
manuals and other materials indicating product safety,

the government and industry, the PN market has since
recovered steadily and is now on a healthy development
track.
,QDQGDVHULHVRISROLFLHVDQGUHJXODWLRQV
were released which aimed to strengthen supervision in
WKH31VHFWRULQFOXGLQJ
 RQth6HSWHPEHUWKH6WDWH&RXQFLO*HQHUDO
Office (SCGO) released the notice on )XUWKHU
6WUHQJWKHQLQJ WKH &RQVWUXFWLRQ RI )RRG DQG 'UXJ
Supervision System;
 R
 Q   -DQXDU\  WKH *HQHUDO$GPLQLVWUDWLRQ
of Quality Supervision, Inspection and Quarantine
(AQSIQ) released the notice on Adjusting the
Implementation Requirements of Measures for the
th

Supervision and Administration of Inspection and
4XDUDQWLQHRI,PSRUWDQG([SRUWRI'DLU\3URGXFWV
and
 R
 Q  th 0DUFK  WKH &KLQD )RRG DQG 'UXJ
Administration (CFDA) released the Administrative
0HDVXUHVRQ)RRG5HFDOOV.
The supervision authorities intend to strengthen
regulation along the entire supply chain to ensure
the safety of PN products in China. The Paediatric
Nutrition Desk welcomes the Chinese Government’s
determination to promote and enforce food safety.

nutritional adequacy and clinical efficacy of special
medical uses at the registration.” These requirements
will facilitate the future development of this food product
category.
,Q  WKH JRYHUQPHQW DOVR ILQLVKHG UHYLVLQJ WKH
$GYHUWLVLQJ /DZ RI WKH 3HRSOH¶V 5HSXEOLF RI &KLQD
$GYHUWLVLQJ /DZ  ZKLFK ZLOO EHFRPH HIIHFWLYH RQ st
6HSWHPEHU 7KHUH DUH VRPH QHZ UHTXLUHPHQWV
in the PN sectors. For example, this law applies to
commercial advertising activities in which commodity
operators or service providers directly or indirectly
introduce commodities or services promoted by them
through certain media and other methods within the
territory of the People's Republic of China. To protect
MXYHQLOHVWKH$GYHUWLVLQJ/DZLQFOXGHGWKHUHTXLUHPHQW
WKDW³-XYHQLOHVXQGHUWKHDJHRIDUHQRWDOORZHGWR
be the advertisement spokesperson.” 
'XULQJWKHUHYLVLRQSURFHVVHVRIWKH)RRG6DIHW\/DZ


$UWLFOH7KH)RRG6DIHW\/DZ1DWLRQDO3HRSOH V&RQJUHVV 13& 6WDQGLQJ
&RPPLWWHH  th$SULO  YLHZHG  th -XQH  KWWSZZZJRYFQ

[LQZHQFRQWHQWBKWP!
 $UWLFOH7KH)RRG6DIHW\/DZ13&6WDQGLQJ&RPPLWWHHth$SULOYLHZHG
th-XQHKWWSZZZJRYFQ[LQZHQFRQWHQWBKWP!
 $UWLFOH7KH$GYHUWLVLQJ/DZ13&6WDQGLQJ&RPPLWWHHth$SULOYLHZHG
th-XQHKWWSZZZJRYFQ[LQZHQFRQWHQWBKWP!
 $UWLFOH7KH$GYHUWLVLQJ/DZ13&6WDQGLQJ&RPPLWWHHth$SULOYLHZHG
th-XQHKWWSZZZJRYFQ[LQZHQFRQWHQWBKWP!
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Purposes (FSMP) are included in the Food Safety

Section Three: Trade in Goods

Third Plenum Reality Check
W h a t d i d t h e T h i r d P l e n u m ’s
Decision5 say?

What is the reality?

The underlying issue of the economic
system reform is how to strike a balance

This spirit has been well implemented. The ban on
subcontracting and original equipment manufacturers

between the role of the government and

2(0V  KDV EHHQ UHPRYHG IURP WKH QHZO\SXEOLVKHG

the market and let the market decide
the allocation of resources.

)RRG6DIHW\/DZLQGLFDWLQJWKDWWKHJRYHUQPHQWIDYRXUHG
the role of the market over administrative intervention.

Status

DQGWKH$GYHUWLVLQJ/DZUHOHYDQWFRPSHWHQWDXWKRULWLHV

$FFRUGLQJWRWKH)RRG6DIHW\/DZIRRGPDQXIDFWXUHUV

improved transparency during the legislation process
and several public consultations were organised, and

in China can only produce food products if they have the

comments and suggestions from the industry were

a specific category in the production licences system

taken into consideration. The industry welcomes this

nor relevant audit guidelines for production licences

improvement and is looking forward to working together

for FSMP products. This means that manufacturers in

with the ministries during the enforcement of both laws
to avoid any discretionary enforcement decisions. The

China are not able to obtain a production licence for
FSMP products. Therefore, no FSMP products can

desk welcomes that the competent authorities are

be produced in China and they can only be imported

following the spirit of the Third Plenum and have given
due respect the role of the market during the revision

from abroad. This regulatory barrier is delaying the
development of the FSMP sector in China.

relevant production licence. Currently there is neither

process.

Key Recommendations
1. Accelerate the Establishment of Production
Access System and Management Measures
for Food for Special Medical Purpose (FSMP)
Concern

In addition, the CFDA requires the registration of the
formulations, production processes and labels of FSMP
products before entry into the market. Because there
are no clear or specific measures available for FSMP
products, this might lead to uncertainties and barriers
for the production of FSMP in China and the importation
of FSMP into China, which might impact the stable
supply required to satisfy current demand for FSMP

There are no regulations governing inspection rules for
production licenses or management measures for the
registration of FSMP products, which has significantly

products in China and will greatly impede the healthy
development of this sector in China.

hindered the development of the FSMP industry in
China.

Recommendations
 Introduce a category for FSMP in the Food Production

Assessment
The National Health and Family Planning Commission
(NHFPC) published the *%1DWLRQDO)RRG
6DIHW\ 6WDQGDUGV )RRG IRU 6SHFLDO 0HGLFDO 3XUSRVHV
Intended for Infants in 2010. The *% 
1DWLRQDO )RRG 6DIHW\ 6WDQGDUG *HQHUDO 3ULQFLSOHV
IRU )RRG IRU 6SHFLDO 0HGLFDO 3XUSRVHV and the *%
 1DWLRQDO )RRG 6DIHW\ 6WDQGDUG *RRG
0DQXIDFWXUHU 3UDFWLFH IRU )RRG IRU 6SHFLDO 0HGLFDO
PurposesZHUHUHOHDVHGLQ
 7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision. The Decision, a
SRLQWUHIRUPEOXHSULQWGHWDLOHGWKH3DUW\¶VUHIRUPSODQIRUWKHQH[WVL[\HDUV
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/LFHQVLQJ6\VWHP
 Facilitate the drafting and enforcement of management
measures for FSMP.

2. Establish Unified Technical Specifications
for Nationwide Infant and Young-children
Formula Milk Powder Traceability Systems
Concern
/RFDOUHJXODWRUVKDYHHVWDEOLVKHGWKHLURZQHOHFWURQLF
traceability systems using different systems that are
incompatible with each other. Companies need to meet
the requirements of these duplicated yet incompatible

European Business in China Position Paper
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electronic traceability systems, which causes a serious
waste of resources as well as a heavy burden.

2015/2016

Public Security (MPS) and the State Administration for
Industry and Commerce (SAIC), the Action Plan on
)XUWKHU 6WUHQJWKHQLQJ WKH 4XDOLW\ RI ,QIDQW )RUPXODV
1R    ZKLFK RXWOLQHV WKH LGHD WR ³LPSOHPHQW

Assessment
2Qth6HSWHPEHUWKH6&*2SURSRVHGEXLOGLQJ

electronic information management of infant and

a national network of electronic traceability systems

\RXQJFKLOGUHQ IRUPXOD PLON SRZGHU DQG DFFHOHUDWH

IRULQIDQWDQG\RXQJFKLOGUHQIRUPXODPLONSRZGHUDQG

the implementation of a product query and traceability
mechanism.”  The establishment of the electronic

UDZPLONZKLFKVKDOODFKLHYHUHDOWLPHWUDFNLQJFRQWURO
throughout from milking, procurement, production and
transportation to sales terminals, to ensure that the
authenticity of the product can be quickly identified at
any point”.6 Since then, the construction of electronic

WUDFHDELOLW\V\VWHPIRULQIDQWDQG\RXQJFKLOGUHQIRUPXOD
milk powder has now reached a productive stage. In
 VRPH UHJLRQV SXEOLVKHG UHOHYDQW UHJXODWLRQV RQ
traceability and the electronic traceability systems for

WUDFHDELOLW\ V\VWHPV IRU LQIDQW DQG \RXQJFKLOGUHQ
formula milk powder has become a priority of food

infant formulas began to take shape, with some local

safety supervision. Ministries and local governments

VRPHUHJLRQVKDYHSXEOLVKHGVSHFL¿FUHJXODWLRQVRQWKH

began to explore the construction of the electronic

electronic traceability system, such as Gansu, Guangxi

WUDFHDELOLW\V\VWHPIRULQIDQWDQG\RXQJFKLOGUHQIRUPXOD

and Heilongjiang. However, different provinces have
GLIIHUHQWUHTXLUHPHQWV%HORZDUHVRPHH[DPSOHV

PLON SRZGHU ,Q -XQH  WKH 6&*2 IRUZDUGHG WKH

traceability systems even beginning to run. At present,
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notice produced by the AQSIQ, the CFDA, the General
Administration of Customs (GAC), the Ministry of
Information and Information Technology (MIIT), the
Ministry of Commerce (MOFCOM), the Ministry of

Province

Regulations

Regulation
Targets

* D Q V X  0 D Q D J H P H Q W
Gansu

0HDVXUHVRQWKH7UDFHDELOLW\ Manufacturers
RI)RRG6DIHW\ 7ULDO 

*XDQJ[L 0DQDJHPHQW
Guangxi

The main food producers, food
information, certificates and
invoices, sales accounts and other
basic information.
Purchase inspection, usage of
food additives, critical control points
in the production process, delivery

IRU)RRG0DQXIDFWXUHUV 

inspection, sales accounts etc.

6\VWHP RQ 4XDOLW\ DQG
6DIHW\7UDFHDELOLW\RI,QIDQW Manufacturers
)RUPXOD 0DQXIDFWXUHUV
7ULDO

6

Highlights

0 H D V X U H V  RQ  4 X D O L W \
Manufacturers
6DIHW\7UDFHDELOLW\6\VWHP

+HLORQJMLDQJ0DQDJHPHQW
Heilongjiang

Information Needed



Raw materials, packaging materials,
research and development of the
product, production processes,
storage and circulation, distribution
and sales, consumer inquiries and
tracking evaluation.

Using an ‘electronic
pass’ to manage
the traceability
information of food
and raw materials.
The establishment
of several critical
control points.

Detailed record
and traceability
of the information
related to production
processes.

12th )LYH<HDU 3ODQ RI 1DWLRQDO )RRG 6DIHW\ 5HJXODWRU\ 6\VWHP 6&*2 th
-XQHYLHZHGth-XQHKWWSZZZJRYFQJRQJEDRFRQWHQW

FRQWHQWBKWP!
$FWLRQ3ODQRQ)XUWKHU6WUHQJWKHQLQJWKH4XDOLW\RI,QIDQW)RUPXODV 1R 
$46,4&)'$*$&0,,702)&200366$,&th-XQHYLHZHGth

*XDQJ[L0DQDJHPHQW0HDVXUHVRQ4XDOLW\6DIHW\7UDFHDELOLW\6\VWHPIRU)RRG
0DQXIDFWXUHUV 7ULDO *XDQJ[L0XQLFLSDO*RYHUQPHQWth$SULOYLHZHGth June,
KWWSZZZFQNLFRPFQ$UWLFOH&-)'7RWDO63=+KWP!

-XQHKWWSZZZVGDJRYFQ:6&/KWPO!
*DQVX0DQDJHPHQW0HDVXUHVRQWKH7UDFHDELOLW\RI)RRG6DIHW\ (Trial), Gansu
0XQLFLSDO*RYHUQPHQWth)HEUXDU\YLHZHGth-XQHKWWSZZZ
JDQVXJRYFQDUWDUWBBKWPO!

+HLORQJMLDQJ0DQDJHPHQW6\VWHPRQ4XDOLW\DQG6DIHW\7UDFHDELOLW\RI,QIDQW)RUPXOD
0DQXIDFWXUHUV 7ULDO +HLORQJMLDQJ0XQLFLSDO*RYHUQPHQWth'HFHPEHU
YLHZHGth-XQHKWWSZZZKOMGDJRYFQVKRZDVS["QHZVLG  W\SHLG !
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To summarise, different regions will have different areas
of focus, different requirements for technical regulations
and methods when constructing their electronic
traceability systems. Although most of the companies
have their own traceability systems, it is difficult for
them to be plugged into different regional traceability
systems. Companies will have to spend a huge amount
of money on purchasing new equipment such as
FRPSXWHUV RUSRLQWRIVDOHV 326 PDFKLQHV SULQWHUV
scanners, data query terminals and digital cameras
in order to satisfy the repetitive but incompatible
WUDFHDELOLW\V\VWHP7KHVLJQL¿FDQWLQFUHDVHLQFRVWVZLOO
inevitably be shifted to consumers and increase their
burdens.
It is understood that more provinces will complete their
own traceability systems, including Anhui and Jiangsu.
Section Three: Trade in Goods

The Certification and Accreditation Administration
(CNCA) is also working on the electronic traceability
V\VWHPIRULPSRUWHGLQIDQWDQG\RXQJFKLOGUHQIRUPXOD
milk powder. Companies will be facing more complex
WUDFHDELOLW\V\VWHPUHTXLUHPHQWV7KLVFRQÀLFWVZLWKWKH
LQWHQWLRQWRHVWDEOLVKDXQL¿HGHI¿FLHQWDQGUHVRXUFH
sharing national food security information platform”, 
mentioned in the State Council Notice on Plans for
)RRG6DIHW\.H\:RUNLQJ3RLQWV 1R 
Recommendations
 Establish unified technical specifications for a
nationwide electronic traceability system for infant
DQG\RXQJFKLOGUHQIRUPXODPLONSRZGHUDVVRRQDV
possible.
 Allow manufacturers to independently establish
traceability systems following the national technical
VSHFL¿FDWLRQV
 Clarify that local traceability systems should comply
with the national technical guidance.

3. Optimise the Specifications for Drafting
National Standards for Testing Methods
Concern
At present the specifications for drafting national
VWDQGDUGV IRU WHVWLQJ PHWKRGV LQ &KLQD DUH RXWGDWHG
meaning that existing national standards for testing
methods are unable to meet market demand, which
could impact the quality of products in the Chinese
market.
1RWLFHRQ3ODQVIRU)RRG6DIHW\.H\:RUNLQJ3RLQWV 1R 6WDWH
&RXQFLOnd0DUFKYLHZHGth-XQHKWWSZZZJRYFQ]KHQJFH
FRQWHQWFRQWHQWBKWP!
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Assessment
The NHFPC released national standards to establish
the basic requirements for drafting national standards
for testing methods. This includes, for example, the *%
7  5XOHV IRU 'UDIWLQJ 6WDQGDUGV 3DUW 
Chemical Analysis Methods. However, this standard
ZDV UHOHDVHG LQ  DQG LV QRZ XQDEOH WR PHHW
the requirements for drafting national standards for
testing methods and has not kept pace with industry
developments. Specifications for drafting national
standards are the guidelines for the national standards
for testing methods. The specifications must be
controlled, analytical and precise in order to ensure the
accuracy of the testing methods and thereby the quality
of the products on the market.
7KHSURFHVVRIGHYHORSLQJVSHFL¿FDWLRQVIRUWKHGUDIWLQJ
of national standards for testing methods can be
DQDO\VHGDVEHORZ
1) Drafting national standards for testing methods:
the national standards for testing methods for infant
DQG \RXQJFKLOGUHQ IRUPXODV DUH QRW DSSOLFDEOH WR
all products from different processes, different base
materials and different resources. With the latest
knowledge of the importance of breastfeeding for
infants and the effects of functional components in
EUHDVWPLONPRUHDQGPRUHLQIDQWDQG\RXQJFKLOGUHQ
formula milk powder producers have prioritised their
research into the concentration and quality of nutrients
in breast milk in order to gradually improve their infant
formulations. However, it is apparent that the national
VWDQGDUGV IRU WHVWLQJ PHWKRGV LVVXHG LQ  DUH QRW
entirely applicable to the process of upgrading these
products.
For example, FSMP products are designed for people
with special nutritional needs. The formulation of FSMP
LVPXFKGLIIHUHQWIURPRWKHULQIDQWDQG\RXQJFKLOGUHQ
formulations. The existing national standards for testing
methods do not apply to FSMP due to their special
formulation. The deviation of results due to the use of
inappropriate methods leads to the misjudgement and
raises false alarms over food safety. Not only does this
damage the reputation of the industry and government
FUHGLELOLW\EXWDOVRFRQVXPHUV¶FRQ¿GHQFH
2) Validation process of testing methods:
China has released some normative documents to
regulate the validation process of testing methods, e.g.
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the Validation Procedures of Professional Chemical
$QDO\VLV 0HWKRGV IRU )RRG DQG &RVPHWLF and the
Validation Procedures of Professional Biological

Assessment

Analysis Methods. But in practice it has been found

Substitutes. In order to further regulate the marketing

that there are large discrepancies in the implementation

of breast milk substitutes, the MOH initiated the
revision of the Administrative Measures on the Sale of

and enforcement of these documents in different

,Q  WKH 02+ GHYHORSHG DQG SURPXOJDWHG WKH
Administrative Measures on the Sale of Breast Milk

of national standard test methods. Its result can
GLUHFWO\DIIHFWWKHVFLHQWL¿FLW\DQGSUHFLVLRQRIQDWLRQDO

WKH &KLQHVH PDUNHW ,Q 6HSWHPEHU  WKH 1+)3&
released the 1RWLFHRQ3URKLELWLQJ+HDOWKFDUH)DFLOLWLHV

standards of testing methods.

 Establish rigorous specifications to regulate the

DQG 7KHLU 6WDII WR 3URPRWH %UHDVW 0LON 6XEVWLWXWHV
1DWLRQDO 3XEOLF +HDOWK$XWKRULW\   1R  . In
2FWREHU  WKH &)'$ 1+)3& DQG 6$,&  MRLQWO\
released the 1RWLFH RQ )XUWKHU 5HJXODWLQJ WKH 6DOH

drafting and the validation process of national

DQG$GYHUWLVHPHQW RI %UHDVW 0LON 6XEVWLWXWHV &)'$

standards for testing methods, take international
standards into consideration and organise extensive

 1R . This notice will prevent mothers from
obtaining correct and scientific feeding knowledge

training to ensure proper implementation.

to choose the most suitable products, which could

validation results. The method validation is an important

Recommendations

 Organise comprehensive and deep discussion for
national standards for testing methods for infant
DQG \RXQJFKLOGUHQ IRUPXODV WR PDNH VXUH WKDW
they are applicable for all products from different
formulations, resources and processes and develop
matching testing methods for FSMP.
 Establish communication mechanisms with industry
associations, listen to industry voices and take

potentially result in infant malnutrition.
'HVLJQLQJ WKH IRUPXODWLRQ RI LQIDQW DQG \RXQJ
children formulas, especially those for special medical
SXUSRVHVXVXDOO\UHOLHVRQPDVVLYHVFLHQWL¿FUHVHDUFK
and clinical evidence. Their production also requires
advanced technologies. In practice, different formula
products, especially those for special medical purpose,

Chinese standards, so that they can be used to

always need to adjust their formulations according to
an infants’ actual condition. Thus medical and health
VSHFLDOLVWVQHHGWRIXOO\XQGHUVWDQGDVSHFL¿FSURGXFW¶V

regulate product quality, ensure food safety and
promote the healthy development of food industry.

information and communicate with manufacturers
about issues during the period of use. It not only helps

4. Amend the Administrative Measures on
the Sale of Breast Milk Substitutes

breast milk substitute manufacturers to improve their
formulations, but also helps medical and healthcare
specialists instruct on and practice infants’ feeding

Concern
The Administrative Measures on the Sale of Breast

activities in a scientific way. Thus communications
DLPHGDWHQKDQFLQJVFLHQWL¿FUHVHDUFKEHWZHHQEUHDVW
milk substitute manufacturers and medical and health

Milk Substitutes, which was promulgated by the then
0LQLVWU\ RI +HDOWK 02+  LQ  QR ORQJHU PDWFKHV

specialists will contribute to improving products’ quality
and their appropriate applications.

the development of the Chinese market. In September
DQG 2FWREHU  WKH 1+)3& WKH &)'$ DQG RWKHU
competent authorities issued further documents aimed

In addition, under the condition of not promoting breast
milk substitutes, cooperation between manufacturers

at regulating the promotion of breast milk substitutes,
however, these policies could potentially result in infant

and medical and health institutes should be permitted
in order to promote breast feeding and communicate

international, advanced experiences into consideration
to ensure the rigour, accuracy and credibility of

malnutrition through a lack of sufficient information to
help guide consumers to choose the correct product.

 1RWLFH RQ 3URKLELWLQJ +HDOWKFDUH )DFLOLWLHV DQG WKHLU 6WDII WR 3URPRWH %UHDVW
Milk Substitutes 1DWLRQDO3XEOLF+HDOWK$XWKRULW\  1R 1+)3&th
6HSWHPEHUYLHZHGth-XQHKWWSZZZPRKJRYFQI\VV
FIFIEFFEIHIDGVKWPO!
1RWLFHRQ)XUWKHU5HJXODWLQJWKH6DOHDQG$GYHUWLVHPHQWRI%UHDVW0LON6XEVWLWXWHV
&)'$  1R &)'$1+)3&6$,&th2FWREHUYLHZHGth June,
KWWSZZZVGDJRYFQ:6&/KWPO!
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tool for improving the scientificity and applicability

Breast Milk Substitutes (China Code) and released its
GUDIW IRU FRPPHQWV DW WKH HQG RI  &XUUHQWO\ WKH
China Code no longer matches the development of

laboratories, which leads to a large deviation in method

knowledge related to nutritional issues. These activities
should also be permitted in medical institutions based
on actual needs. Breast milk substitute manufacturers
VKRXOGEHDOORZHGWRFRPPXQLFDWHZLWKWRPRQWKV
old infants’ mothers or relatives about information
related to formula food nutrition excluding breast milk
substitutes.
/DVWO\IRULQIDQWVWKDWKDYHEHHQGLDJQRVHGE\KHDOWKFDUH
specialists as being unable to receive breast milk,
choosing breast milk substitutes is the scientific and
rational choice. It does not conflict with the purpose of
supporting breast feeding. Recent policies restrict medical
and health institutes’ channels to obtain breast milk
substitutes and merely allow them to obtain these products
through retailers, which fails to meet actual needs.

Section Three: Trade in Goods

Recommendations
 Allow breast milk substitute manufacturers and
RSHUDWRUVWRFRQGXFWVFLHQWL¿FUHVHDUFKFRQVXOWDWLRQ
and health education activities with medical and
health institutes and their staff.
 Allow medical and healthcare institutes to provide
infants who have been diagnosed as receiving
LQVXI¿FLHQWEUHDVWPLONZLWKEUHDVWPLONVXEVWLWXWHV
 Accelerate the revision process of the Administrative
Measures on the Sale of Breast Milk Substitutes,
clarify outstanding issues and implement the new
measures as soon as possible.

Abbreviations
AQSIQ
CFDA
&1&$ 

General Administration of Quality
Supervision, Inspection and Quarantine
China Food and Drug Administration

FSMP

&HUWL¿FDWLRQDQG$FFUHGLWDWLRQ

Administration
Food for Special Medical Purposes

GAC
MIIT

General Administration of Customs
Ministry of Industry and Information

MOFCOM
MOH

Technology
Ministry of Commerce
Ministry of Health

MPS
NHFPC

Ministry of Public Security
National Health and Family Planning
Committee

NPC
PN

National People's Congress
Paediatric Nutrition

POS

Point of Sales
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Petrochemicals, Chemicals and5H¿QLQJ:RUNLQJ*URXS

Key Recommendations
1. Standardise Penalties Imposed on Pollutants in the Chemical Industry
 Provide guidance on how to adjust operations in order to adhere to local emissions standards, and
UHFRPPHQGWKLUGSDUW\DJHQWVWRDGYLVHRQORFDOFRPSOLDQFHLVVXHV
 Set up a corresponding punishment mechanism for each specific market, and regulate the
environmental services market.
 ([DPLQHWKH$UWLFOHVDQGRIWKH(QYLURQPHQWDO3URWHFWLRQ/DZ (3/ LQWHUPVRILWV
operability, rather than focusing on the macroscopic description.

2. Optimise the Allocation Methodology in China’s Emissions Trading Scheme
(ETS) to Encourage Advanced Technologies in the Chemical Industry
Section Three: Trade in Goods

 ,QYROYHLQGXVWU\H[SHUWVLQWKHGHWDLOHGGH¿QLWLRQRI&KLQD¶V(76UHODWHGWRWKHFKHPLFDOLQGXVWU\
 Establish a fair and consistent process—from one region to another, from expansion to new
projects—for initial free allocation, reflecting the nature of industries, the energy intensity of
installations and technological levels.
 ,QYLWHLQGXVWU\H[SHUWVWRZRUNRXWIXHOVSHFLILFHPLVVLRQVEHQFKPDUNVSHUXQLWSURGXFWIRUWKH
chemical industry so that grandfathering or tons of CO per gross domestic product (GDP) (tCO
&1< RXWSXWFDQEHVXEVWLWXWHGIRUIUHHDOORZDQFHVDOORFDWLRQ

 5HGXFH'DWD5HTXLUHPHQWVRQ1HZ&KHPLFDO1RWL¿FDWLRQIRU,QWHUPHGLDWHV
in China
 Recognise that intermediates present a lower risk than other regular substances.
 5HYLVHFXUUHQWGDWDUHTXLUHPHQWVRQLQWHUPHGLDWHVWRWUHDWLVRODWHGLQWHUPHGLDWHVDVDVSHFLDOJURXS
RIVXEVWDQFHVDQGORZHUWKHLUQRWL¿FDWLRQUHTXLUHPHQWV

4. Promote Legislation to Optimise Administration on Hazardous Chemicals
(HCs)
 &ODULI\WKHDGPLQLVWUDWLRQVFRSHRIUHOHYDQWOLFHQFHSHUPLWUHJLVWUDWLRQDSSOLFDWLRQV²HVSHFLDOO\IRU
distribution, storage, production and transportation—and publish the corresponding guidelines to
ensure regulatory compliance of all industry players.
 Complete supporting documents related to identification of hazardous physical property, and
SXEOLFLVHWKH³,QYHQWRU\H[HPSWHGIURPLGHQWL¿FDWLRQ´
 $GRSWLQWHUQDWLRQDODGYDQFHGSUDFWLFHVRQFKHPLFDOLGHQWL¿FDWLRQDQGFODVVL¿FDWLRQIRUH[DPSOH
(& 1RRQ&ODVVL¿FDWLRQ/DEHOOLQJDQG3DFNDJLQJ &/3 
 $FFHSWFODVVL¿FDWLRQUHVXOWVIURPFRPSDQLHVIRUSXUHVXEVWDQFHVDQGPL[WXUHVEDVHGRQUHOLDEOH
UHVRXUFHVVXFKDV*RRG/DERUDWRU\3UDFWLFH */3 ODERUDWRULHVZRUOGZLGHDXWKRULWDWLYHGDWDEDVHV
and the technical United Nations (UN) calculation principle for the Globally Harmonised System
*+6 RIFODVVL¿FDWLRQ
 Accept compliant material safety data sheets (MSDS) based on the Safety Data Sheet for Chemical
Products *%7   DQG FRQWLQXH LPSOHPHQWLQJ WKH WUDQVLWLRQ SHULRG IRU WKH

  (QYLURQPHQWDO 3URWHFWLRQ /DZ RI WKH 3HRSOH¶V 5HSXEOLF RI &KLQD 0LQLVWU\ RI (QYLURQPHQWDO 3URWHFWLRQ th$SULO  YLHZHG th$SULO  KWWSZZZJRYFQ
[LQZHQFRQWHQWBKWP!

3HWURFKHPLFDOV&KHPLFDOV 5H¿QLQJ:RUNLQJ*URXS
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*XLGDQFHRQ&RPSLODWLRQRI6DIHW\'DWD6KHHWIRU&KHPLFDO3URGXFWV *% 
 Award appropriate exemptions for the import of low volume hazardous chemicals (HCs) for laboratory
DQGUHVHDUFKDQGGHYHORSPHQW 5 ' XVDJH

5. Take Prudent Steps in Consumption Tax Reform
 Publicise the selection criteria and list of potential categories that may be subject to consumption tax
for public opinion.
 Involve experts to discuss the standards and measurement of particular matters (e.g. consumption
tax rate, tax production stage or retail stage) according to the current development of the chemical
industry in China.
 Involve industry experts to analyse the impact of the draft consumption tax reform on related
enterprises and end customers.

Section Three: Trade in Goods

Introduction to the Working Group
The Petrochemicals, Chemicals and Refining (PCR)
Working Group represents the leading European
companies in the petroleum and chemical industry in
&KLQDPDQ\RIZKLFKDUHJOREDO)RUWXQHFRPSDQLHV
The aim of the working group is to help our members
adapt to the China market by facilitating communication
between the member companies and the government as
ZHOODV&KLQHVHLQGXVWULDODVVRFLDWLRQVSURYLGLQJXSWR

Group is keen to continue constructive dialogues with all
relevant Chinese ministries and institutions and to bring
in relevant expertise in terms of the latest technologies,
as well as best available techniques, for both industrial
practises and regulatory approaches.

Key Recommendations
1. Standardise Penalties Imposed on Pollutants
in the Chemical Industry

date information and presenting common challenges and
making recommendations on regulatory issues.

Recent Developments
The working group has a continued strategic dialogue
with the Chinese Government and relevant institutions,
LQFOXGLQJKLJKOHYHOPHHWLQJVZLWK&KLQHVHDQG(XURSHDQ
DXWKRULWLHV VXFK DV WKH 0LQLVWU\ RI (QYLURQPHQWDO
Protection (MEP); the Ministry of Commerce (MOFCOM);
the State Administration of Taxation (SAT); the State Food
and Drug Administration (SFDA); the China Petroleum
and Chemical Industry Federation (CPCIF); the State
Administration of Quality Supervision, Inspection and
Quarantine (AQSIQ); and senior European Commission
(& RI¿FLDOV
The working group greatly appreciates both the
constructive dialogue between European industry and
&KLQHVH RIILFLDOV DQG WKH PDUNHWGULYHQ RULHQWDWLRQ RI
much of the new domestic legislation regulating the
PCR industry.
7KH3HWURFKHPLFDOV&KHPLFDOVDQG5H¿QLQJ:RUNLQJ
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Concern
/RFDOJRYHUQPHQWVDUHVHWWLQJVWULQJHQWORFDOSROOXWDQW
discharge standards for pollutants not specified in
the national pollutant discharge standards, which has
created a complex series of emissions standards across
different provinces and municipalities.
Assessment
$FFRUGLQJ WR$UWLFOH  RI (QYLURQPHQWDO 3URWHFWLRQ
/DZ RI WKH 3HRSOH¶V 5HSXEOLF RI &KLQD WKH SHRSOH¶V
governments of provinces, autonomous regions and
municipalities directly under the central government
may establish their local standards for the pollutant
GLVFKDUJHRILWHPVQRWVSHFL¿HGLQWKHQDWLRQDOSROOXWDQW
discharge standards and may set local pollutant
discharge standards that are more stringent than the
national ones.
In light of this clause and their own environmental
capacities, provinces and municipalities can create
their own legislation for a series of emissions standards
of pollutants. For instance, the Shanghai Municipal
Environmental Protection Bureau and the Shanghai
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Third Plenum Reality Check
What did the Third Plenum’s
Decision 2 say?

Status

Over the past two years, with the streamlining of government
approvals, the scope of projects requiring government
approvals has narrowed, and more project approval power is
now controlled by local governments. Working group members
hope that this will help to shorten the project approval time
for their investments, and that the central government
will strengthen ‘overall balancing’ to minimise the risk of
overcapacity.
The 1DWLRQDO /D\RXW 3ODQ for seven major petrochemical
SDUNV ZDV DGRSWHG E\ WKH 6WDWH &RXQFLO LQ -XQH 
Private firms have been granted more access to invest
in refinery, cracker and downstream products in these
parks. Working group members hope that the Chinese
Government will publicise more details of this plan.

Section Three: Trade in Goods

We will persist in equality of
rights, opportunities and rules,
abolish all forms of irrational
UHJXODWLRQV IRU WKH QRQSXEOLF
economy, remove all hidden
barriers, and adopt specific
P H D V X U H V  I R U  Q R Q  S X E O L F
enterprises to enter franchising
¿HOGV

What is the reality?

In the revised )RUHLJQ ,QYHVWPHQW ,QGXVWULDO *XLGDQFH
CatalogueSURPXOJDWHGLQ0DUFKFDSVRQHTXLW\UDWLRV
for foreign direct investment (FDI) have been removed for
VHFWRUVOLNHFUDFNHUDQGUH¿QHU\:RUNLQJJURXSPHPEHUVVHH
more opportunities in cracker downstream investments.
Any price that can be
determined by the market must
be left to the market, and the
government is not to carry out
improper interventions. We
will push ahead with pricing
reforms of water, oil, natural
gas, electricity, transportation,
telecommunications and some
other sectors while relaxing price
control in competitive areas.
:H ZLOO HQFRXUDJH QRQSXEOLF
enterprises to participate in SOE
reform, foster mixed enterprises
ZLWK QRQSXEOLF FDSLWDO DV WKH
controlling shareholder, and
encourage qualified private
enterprises to establish the
modern corporate system.
We will have the same laws and
regulations on Chinese and foreign
investment, and keep foreign
investment policies stable,
transparent and predictable.

7KHSULFHRIQDWXUDOJDVLQFUHDVHGXQH[SHFWHGO\LQ7KLV
placed a severe burden on the operations of Petrochemicals,
&KHPLFDOVDQG5H¿QLQJ:RUNLQJ*URXSPHPEHUV¶IDFLOLWLHVWKDW
use natural gas a raw material. On top of that, more factors
such as the increased consumption tax on naphtha and other
petrochemical feedstocks, increasing costs for hazardous
waste treatment, adoption of consumption tax on chemicals
like coatings, the introduction of the national emissions trading
VFKHPH (76  WR EH ODXQFKHG LQ   HQYLURQPHQWDO DQG
carbon taxes, all combine to create additional cost burdens for
working group members’ investments in China.

Working group members noted positive developments in
the reform of ‘mixed ownership’ in central SOEs, and the
SURPRWLRQ RI WKH SXEOLFSULYDWH SDUWQHUVKLSV 333  PRGHO LQ
sectors like infrastructure and environmental protection.

Working group members noted China’s progress in adopting
negative lists in pilots FTZs and the drafting of Foreign
,QYHVWPHQW/DZ

7KH7KLUG3OHQXPRIWKH

 7KH7KLUG3OHQXPRIWKHth1DWLRQDO&RQJUH
1DWLRQDO&RQJUHVVRIWKH&RPPXQLVW3DUW\RI&KLQD&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQOD\LQJRXW
J VVRIWKH&RPPXQLVW3DUW\RI
\ &KLQD&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHU DQGFRQFOXGHGZLWKDGHFLVLRQOD\LQJ
\ JRXW
new economic and policy initiatives – the Decision.
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Bureau of Quality and Technical Supervision released
the Air Pollutant Emissions Standards in the Printing
Industry '%   LQ WKH ILUVW TXDUWHU RI WKLV

free allowances is mostly based on historical emissions
levels for petrochemical and chemical sectors. Whereas
SHWURFKHPLFDOPXOWLQDWLRQDOFRUSRUDWLRQV 01&V KDYH

year. They proposed the limitation of the maximum

LQYHVWHGLQWKHPRVWHI¿FLHQWSODQWVZLWKEHVWDYDLODEOH
technologies (BAT), under current ETS policies based

allowable emissions concentration and maximum
allowable emissions rate on five types of substances
UHODWHG WR WKH SULQWLQJ LQGXVWU\ EHQ]HQH WROXHQH
[\OHQH QRQPHWKDQH K\GURFDUERQ DQG SDUWLFXODWH
matter. These standards are mandatory for any new
formulation. Enterprises guilty of discharging pollutants
exceeding the standards will incur a penalty of Chinese

Section Three: Trade in Goods

<XDQ &1< SHUWRQIRUHYHU\GD\WKH\FRQWLQXH

on historical emission levels those players are put at a
disadvantage compared to their peers who would have
LQYHVWHG LQ ORZFRVW OHVVHIILFLHQW WHFKQRORJLHV7KLV
DOORZVKLVWRULFDOO\KLJKSROOXWLQJFRPSDQLHVWREHFRPH
more competitive while only slightly improving their
operations and still emitting more CO than those with

to pollute.

BAT. In other words, the grandfathering scheme is not
fair.

Enterprises are at risk of involuntarily violating local

Moreover, under the current rules, capacity expansions

emissions standards due to this complex regional

or debottlenecking on existing installations are treated

OHJLVODWLRQ$OVRLWFDQEHGLI¿FXOWDQGFRVWO\WRDGMXVW

differently (grandfathering) to new projects (benchmarking).

operations to local standards whilst trying to supply the

7KLV PD\ KDYH D FRXQWHUHIIHFWLYH LPSDFW DV LW ZRXOG

entire market. Access to clear and coherent guidance

discourage investment in expansion plans that could

on local emissions standards is not easily accessible
making compliance unnecessarily difficult and

LPSURYHHI¿FLHQF\

potentially costly.

The working group welcomes the decision to have
the Chinese ETS evolve into a ‘benchmark’ for future
allocation methodology. The European Chamber regrets

Recommendation
 Provide guidance on how to adjust operations in order
to adhere to local emissions standards, and recommend
WKLUGSDUW\DJHQWVWRDGYLVHRQORFDOFRPSOLDQFHLVVXHV
 Set up a corresponding punishment mechanism for
each specific market, and regulate the environmental
services market.
 ([DPLQH WKH$UWLFOHV   DQG  RI WKH (3/ LQ
terms of its operability, rather than focusing on the
macroscopic description.

2. Optimise the Allocation methodology
in China’s Emissions Trading Scheme
(ETS) to Encourage Advanced
Technologies in the Chemical Industry.
Concern

that the current proposed outcome of the benchmarking
process (a general output ratio expressed in tCO50% 
GRHVQRWDFFXUDWHO\UHÀHFWWKHHQHUJ\HI¿FLHQF\RIWKH
production processes within the petrochemical and
chemical industry.
Due to the diversity of its industry, the working group
is advocating for a benchmark methodology similar
to what has been applied in other regions, such as in
Europe. Such a benchmark would be done by category
RI SURGXFWV WKHUHE\ GLIIHUHQWLDWLQJ WKH PRVW HQHUJ\
LQWHQVLYH VXEVHFWRUV DPPRQLD HWK\OHQH R[LGH
LQGXVWULDO JDVHV QLWULF DFLG  IURP WKH OHVV HQHUJ\
LQWHQVLYH RQHV EDVHG RQ %$7 IRU WKH DYDLODEOH IXHO
feedstock (e.g. coal, natural gas). This measure would
improve extraction efficiency and create added value

The Chinese ETS is underdeveloped in comparison to
LQWHUQDWLRQDO HTXLYDOHQWV ZLWKRXW SURSHUO\ WDNLQJ LQWR
DFFRXQWWKHFKHPLFDOVHFWRU¶VVSHFL¿FLWLHVDQGLWVVXE

from resources.

VHFWRUV¶ KHWHURJHQHLW\ (76 UXOHV FDQ L  LQWURGXFH

DQG FDUERQLQWHQVLYH EXW LQGLVSHQVDEOH DV D SLOODU RI
WKH HFRQRP\ :LWKRXW D IXHOVSHFLILF EHQFKPDUN E\
product, the ETS will not encourage the deployment

undue biases among similar activities; (ii) lead to
FRXQWHUHIIHFWLYH RXWFRPHV DQG LLL  IDYRXU PRUH

3HWURFKHPLFDOV DQG FKHPLFDOV DUH E\ QDWXUH HQHUJ\

HPLWWLQJWHFKQRORJLHVRYHUHI¿FLHQWRQHV

RI HQHUJ\HIILFLHQW DQG ORZHPLWWLQJ WHFKQRORJLHV DQG
will limit the development of the necessary industrial

Assessment
Under the current rules of China’s ETS, allocation of

infrastructure in China.
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The Chinese ETS is in a crucial phase of design and

technical and organisational measures in place to keep

testing. Fair treatment for initial free emissions allowances
DOORFDWLRQ LV IXQGDPHQWDO WR WKH ORQJWHUP VXFFHVV RI

the substance contained and controlled. To reduce the
data requirements for the registration of intermediates

the scheme. It is also essential that the scheme be

LVWKHUHIRUHDSURFHVVWKDWIROORZVWKHVFLHQWL¿FSULQFLSOH

applied consistently throughout the country under a

WKDW ULVN LV D IXQFWLRQ RI KD]DUG DQG H[SRVXUH /RZ

clear allocation policy that will guide the implementation
within the different regions. Petrochemical, Chemical and

exposure lowers the resulting risk. Good regulatory
SUDFWLFHEHQH¿WVIURPVXFKSULQFLSOHVE\EDODQFLQJWKH

5H¿QLQJ:RUNLQJ*URXSPHPEHUVKDYHULFKH[SHULHQFH

regulatory burden through effective provisions in order

LQDZLGHYDULHW\RILVVXHVLQWKHVH¿HOGVERWKLQWKH(8

to protect human health and the environment. That was

and globally, and can assist the Chinese Government in
this regard.

the reason why reduced registration requirements were
introduced into almost all chemical regulations in the
world.

Recommendation
 Involve industry experts in the detailed definition of
China’s ETS related to the chemical industry.
 Establish a fair and consistent process—from one
region to another, from expansion to new projects—for

levels.

or imported in annual quantities greater than one ton
!W\ IURPDUHJXODUVXEVWDQFHLQWHUPVRIQRWL¿FDWLRQ
data requirements, which is unusual when compared
to international chemical regulations. The European
Chamber hopes the Ministry of Environmental

 ,QYLWH LQGXVWU\ H[SHUWV WR ZRUN RXW IXHOVSHFLILF

Protection (MEP) can consider the special situation

emissions benchmarks per unit product for the

of lower exposure risk of intermediates which will be
consumed in further reactions, and difficulties faced

chemical industry so that grandfathering or tons of
CO per gross domestic product (GDP) (tCO&KLQHVH
<XDQ &1<  RXWSXWFDQEHVXEVWLWXWHGIRUIUHH
allowances allocation.

3. Reduce Data Requirements on New
Chemical Notification for Intermediates
in China
Concern
The data requirements for notifying a new intermediate
in China are the most stringent in the world and the time
WDNHQIRUQRWL¿FDWLRQLVWKHORQJHVWZKLFKSXWV&KLQHVH
intermediate manufacturers at a big disadvantage.
Assessment
Chemical intermediates are a common necessity during
the synthesis of many products such as pesticides,
pharmaceuticals, cosmetics and dyes. Industrial
applications usually require intermediates to be produced
in high volumes. An intermediate is a chemical substance
that is only produced in order to be consumed in a
subsequent chemical reaction. As such, an intermediate
is only handled in the industrial setting and will—due to
its consumption in the reaction—not be used as a direct
ingredient in formulations, and the exposure will be very
low. For some intermediates there are even dedicated
 In China, for the measurement tons of CO per GDP (tCO*'3 *'3HTXDWHV
WR&1<

E\ LQGXVWU\ LQ WUHDWLQJ LVRODWHGLQWHUPHGLDWHV DV D
special group of substances, and therefore lower their
QRWL¿FDWLRQUHTXLUHPHQWVIRUWKHFRPSDQLHVZLWKSURSHU
exposure management measures. Differentiating
intermediates from general substances and lowering
registration requirements for intermediates will align
with the MEP's chemical risk management guidelines,
PDNLQJLWPRUHUH¿QHGDQGVFLHQWL¿F(QWHUSULVHVZKR
ZLVKWREHQH¿WIURPUHGXFHGUHJLVWUDWLRQUHTXLUHPHQWV
must provide strict risk management measures to
reduce exposure and commit to implementing them.
Reduced registration requirements can thereby result
IURPWKHVFLHQWL¿FEDVLVWKDWDVXEVWDQFHSRVHVDORZHU
risk if the exposure is lower. Enhanced supervision on
the annual reporting of intermediates and downstream
manufacturers’ clarification can be initiated by the
relevant authority to ensure that the reduced registration
requirements are not claimed incorrectly.
Intermediates are distinguished from other substances,
and different provisions on reduced requirements for
intermediates exist in other major industrial countries
and regions including the United States (US), the
European Union (EU), Switzerland, Canada and Japan.
For example, the provisions below are implemented in
the European Regulation on Registration, Evaluation,
$XWKRULVDWLRQDQG5HVWULFWLRQRI&KHPLFDOV 5($&+ 
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LQLWLDOIUHHDOORFDWLRQUHÀHFWLQJWKHQDWXUHRILQGXVWULHV
the energy intensity of installations and technological

The current guidance for New Chemical Notification
does not differentiate an intermediate (manufactured

Type of Intermediates
1RQLVRODWHGLQWHUPHGLDWHV

Registration Requirement

Notes

Exempt

2QVLWH LVRODWHG LQWHUPHGLDWHV
manufactured or used under
VWULFWO\FRQWUROOHGFRQGLWLRQV

WRQH[HPSWIURPUHJLVWUDWLRQ
 WRQV RQO\ H[LVWLQJ
data is required.

Transported isolated intermediates
manufactured or used under
VWULFWO\FRQWUROOHGFRQGLWLRQV

!WRQRQO\QHHGWRIROORZ
WKHW\VWDQGDUGUHJLVWUDWLRQ
requirement.

Reduced data requirements;
if the intermediates are sold, the
PDQXIDFWXUHURULPSRUWHUQHHGVFRQ¿UPDWLRQ
from the customer that they observed that
the conditions were strictly controlled.

Data requirements on standards registration
Isolated intermediates that are
not manufactured or used under
Section Three: Trade in Goods

VWULFWO\FRQWUROOHGFRQGLWLRQV

Standard registration requirement
DFFRUGLQJWRWRQQDJHOHYHOV

is less than those stipulated in the
Environmental Management Measures on
New Chemical Substances UHYLVLRQ
2UGHU1RRIWKH0LQLVWU\RI(QYLURQPHQWDO
Protection.

Recommendations
 Recognise that intermediates present a lower risk than
other regular substances.

chemicals in the catalogue. The scope of the Catalogue
RI +D]DUGRXV &KHPLFDOV will directly influence the
controlled scope of relevant licensing and registration

 Revise current data requirements on intermediates

applications, e.g. the safety production licence, the

WRWUHDWLVRODWHGLQWHUPHGLDWHVDVDVSHFLDOJURXSRI

trading licence, hazardous chemical registration, etc.

VXEVWDQFHVDQGORZHUWKHLUQRWL¿FDWLRQUHTXLUHPHQWV

7KRXJK WKH  YHUVLRQ DSSHDUV VPDOOHU LQ VL]H

4 . Prom ote Le gis la tion to O ptimi se
Administration on Hazardous Chemicals
(HCs)

FRPSDUHGZLWKLWVSUHGHFHVVRU WRWDOLWHPVKDYH
EHHQ UHGXFHG IURP  WR   the actual scope
has expanded with the introduction of the ‘building brick’
SULQFLSOH7KHDSSOLFDWLRQVFRSHRIHDFKUHOHYDQWSHUPLW
OLFHQFHUHJLVWUDWLRQ LV DPELJXRXV DQG ZLOO LPSHGH +&

Concern
The &DWDORJXHRI+D]DUGRXV&KHPLFDOV 9HUVLRQ 
LPSOHPHQWHG RQ  st 0D\  LQWURGXFHV *OREDOO\
Harmonised System (GHS) classification and the
EXLOGLQJEORFNSULQFLSOHLQDGGLWLRQWROLVWHGLWHPV
which greatly exceeds the scope and compliance
requirements of previous versions.
Assessment
8QGHU6WDWH&RXQFLOGHFUHH Regulations on Safe
0DQDJHPHQW RI +D]DUGRXV &KHPLFDOV), hazardous
chemicals in the &DWDORJXH RI +D]DUGRXV &KHPLFDOV
must meet the safety management requirements
for HC production, storage, use, operation and
transportation. This regulation implements a licensing
V\VWHP IRU SURGXFHUVRSHUDWRUVXVHUV RI KD]DUGRXV
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compliance procedures in China.
6R IDU WKH FRUUHVSRQGLQJ JXLGHOLQH RI WKH 
FDWDORJXHLQFOXGHV*+6FODVVL¿FDWLRQLQIRUPDWLRQEXW
the United Nations (UN) number has not been released.
0HDQZKLOHWKH³,QYHQWRU\H[HPSWHGIURPLGHQWL¿FDWLRQ´
mentioned in Method No. 66 for HCs has been delayed
several times, which has led to unnecessary workload
for companies who now have to identify the hazardous
FKHPLFDOVZLWKLQRI¿FLDOO\NQRZQKD]DUGFODVVL¿FDWLRQV
Material safety data sheets (MSDS) play a significant
role in HCs' registration. The Safety Data Sheet for

 7KHQHZFDWDORJXHRIKD]DUGRXVFKHPLFDOVZLOOFRPHLQWRHIIHFWRQ0D\&KLQD
4XDOLW\1HZVth0DUFKYLHZHGth$SULOKWWSZZZFTQFRPFQQHZV
]JJPVEGLOLXKWPO!
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&KHPLFDO3URGXFWV&RQWHQWDQG2UGHURI6HFWLRQV (GB
 ZDVVHWXSWRGH¿QHWKHVWUXFWXUHFRQWHQW
and generic forms of the Safety Data Sheet (SDS). In
6HSWHPEHU  *%  6 was issued and
VHUYHV DV WKH VXSSRUWLQJ GRFXPHQW WR *% 
 ZKLFK LQWURGXFHG PRUH VWULQJHQW UXOHV WR FRYHU
MSDS format and content. It appears vastly changed
compared with the previous version. Even though GB
LVDUHFRPPHQGHGVWDQGDUGLWLVVWLOOWDNHQDVD
mandatory requirement in some inspection processes.
Since the MSDS maintenance and management of
most multinational chemical companies relies on a
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 Accept classification results from companies for pure
substances and mixtures based on reliable resources
VXFK DV */3 ODERUDWRULHV ZRUOGZLGH DXWKRULWDWLYH
databases and the technical United Nations (UN)
FDOFXODWLRQSULQFLSOHIRUWKH*+6RIFODVVL¿FDWLRQ
 Accept compliant MSDS based on the Safety Data
Sheet for Chemical Products *%7 DQG
continue implementing the transition period for the
*XLGDQFHRQ&RPSLODWLRQRI6DIHW\'DWD6KHHW
for Chemical Products *% 
 Award appropriate exemptions for the import of low
YROXPH+&VIRUODERUDWRU\DQG5 'XVDJH

complex and comprehensive SAP Enterprise Resource
Planning (ERP) software system, even a minor change
of the MSDS results in high costs in system adjustment.
0XOWLOHYHODGPLQLVWUDWLRQRI+&VUHJLVWUDWLRQIRUODUJH
scale industry use and for research and development
with similar international and domestic regulations
(e.g. REACH, the MEP’s Environmental Management
Measures on New Chemical Substances UHYLVLRQ 
2UGHU1R 

Concern
The reform of consumption tax and the introduction of
environment taxes, as proposed by the Third Plenum
LQ  QHHGV D VROLG LPSDFW DVVHVVPHQW LQ RUGHU WR
LQFHQWLYLVH WKH LQGXVWU\ WR GHYHORS HQHUJ\VDYLQJ DQG
environmental procedures and minimise the impact on
consumers.

regular chemicals, such as waiving registration for HCs
IRUTXDQWLWLHVOHVVWKDQW\VKRXOGEHUHYLVHGIRU5 '

Assessment
$ FRQVXPSWLRQ WD[ ZDV ILUVWO\ LPSRVHG LQ  RQ
consumer goods that have a high energy cost to produce

use for the purpose of cost savings, workload reduction
and to control supply chain shortage risks.

and are highly polluting, in order to guide production
DQGFRQVXPSWLRQWRZDUGEHLQJHQYLURQPHQWDOO\IULHQGO\

Recommendations
 &ODULI\WKHDGPLQLVWUDWLRQVFRSHRIUHOHYDQWOLFHQFH

and to promote a sustainable economic growth model.
Tax adjustment of petroleum products is a global trend
and underlines the urgent need to promote a green

Current requirements for registration procedures for

SHUPLWUHJLVWUDWLRQ DSSOLFDWLRQV²HVSHFLDOO\ IRU
distribution, storage, production and transportation—
and publish the corresponding guidelines to ensure

economy worldwide. Recently, China announced that it

regulatory compliance of all industry players.
 &RPSOHWHVXSSRUWLQJGRFXPHQWVUHODWHGWRLGHQWL¿FDWLRQ
of hazardous physical property, and publicise the

which are currently not subject to consumption tax
in China, and raise consumption tax rate on some
products to encourage environmental protection and
sustainable development.  While this is a welcome
VWHSWRZDUGVDPRUHVXVWDLQDEOHDQGHQYLURQPHQWDOO\

³,QYHQWRU\H[HPSWHGIURPLGHQWL¿FDWLRQ´
 Adopt international, advanced practices on chemical
identification and classification, for example (EC) No
RQ&ODVVLILFDWLRQ/DEHOOLQJDQG3DFNLQJ
&/3 

ZLOOLPSRVHFRQVXPSWLRQWD[RQVRPHFKHPLFDOUHODWHG
products, such as certain types of batteries and paint,

friendly development model, there are concerns about

 6DIHW\ GDWD VKHHW IRU FKHPLFDO SURGXFWV&RQWHQW DQG RUGHU RI VHFWLRQV th

 Notice on the 12th )LYH\HDU 3ODQ DERXW WKH 6WDWH (QYLURQPHQWDO 3URWHFWLRQ,
6WDWH &RXQFLO  YLHZHG th$SULO  KWWSZZZJRYFQ]ZJN
FRQWHQWBKWP! $OWHUQDWLYHO\([SHUW*UHHQWD[HVPHHWDGLI¿FXOW
in the choosing time and the early effect is not too big, China Environment, 6th

-XQH0LQLVWU\RI,QGXVWU\DQG,QIRUPDWLRQ7HFKQRORJ\YLHZHGth April,
 KWWSZZZPLLWJRYFQQQQQ
QKWPO!
6 *XLGDQFH RQ WKH FRPSLODWLRQ RI VDIHW\ GDWD VKHHW IRU FKHPLFDO SURGXFWV,

'HFHPEHU  YLHZHG th$SULO  KWWSZZZFKLQDHQYLURQPHQWFRP
YLHZYLHZQHZVDVS["N !
 7KH,QWHULP5HJXODWLRQVRQ&RQVXPSWLRQ7D[RIWKH3HRSOH V5HSXEOLFRI&KLQD,
6$7  LPSOHPHQWHG st -DQXDU\  YLHZHG th$SULO  KWWS

Standardisation Administration of the People's Republic of China, 6th September,
 YLHZHG  th$SULO  KWWSZZZVDFJRYFQ6$&6HDUFKVHDUFK
"FKDQQHOLG  WHPSOHW JMF[MJBGHWDLOMVS VHDUFKZRUG 67$1'$5'B
&2'( *%7!

KGFKLQDWD[JRYFQJXRVKXLDFWLRQ*HW$UWLFOH9LHZGR"LG  ÀDJ !
 1RWLFHRQ1HZ&RQVXPSWLRQ7D[RI%DWWHU\&RDWLQJ6$7 02)YLHZHG
 th$SULO  KWWSZZZFKLQDWD[JRYFQQQF
FRQWHQWKWPO!
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5 ' XVHVKRXOGEHDSSOLHGLQDZD\WKDWLVFRQVLVWHQW

5. Take Prudent Steps in Consumption Tax
Reform

HI¿FLHQF\DQGHTXDOLW\LQWKHDSSOLFDWLRQRIWKHUHYLVHG
consumption tax.
,Q1RYHPEHUWKH0LQLVWU\RI)LQDQFH 02) DQG
the State Administration of Taxation (SAT) announced
that it will impose consumption tax on crude oil products
to help cut emissions and boost the green economy.
The tax involves other petroleum products including
QDSKWKD OXEULFDWLQJ RLO DQG MHW IXHO ZKLOH VPDOO
displacement motorcycles, tyres and ethyl alcohol were
exempted in order to reduce burdens on the low and
PLGGOHLQFRPHJURXS
It is counterproductive to impose a blanket consumption
tax on chemical enterprises without taking into account
the individual company’s environmental record in terms

Section Three: Trade in Goods

of energy use and pollutant emissions. It is in the
interests of the industry to promote a tax system that
LQFHQWLYLVHVHQYLURQPHQWDOO\IULHQGO\EXVLQHVVSUDFWLFHV
,Q OLJKW RI WKH DGMXVWPHQW RQ SHWURFKHPLFDOUHODWHG
products, boosting consumption tax may not satisfy
the goal of more efficient social income redistribution.
Most enterprises in the chemical industry are aware of
their social responsibilities in terms of environmental
impact. Therefore, it is counterintuitive not to align
environmental best practices with profit, i.e. lower

Abbreviations
&1<



&KLQHVH<XDQ

&/3
ERP



&ODVVL¿FDWLRQ/DEHOOLQJDQG3DFNDJLQJ
Enterprise Resource Planning

ETS
(3/

Recommendations
 Publicise the selection criteria and list of potential
categories that may be subject to consumption tax for
public opinion.
 Involve experts to discuss the standards and measurement
of particular matters (e.g. consumption tax rate, tax
production stage or retail stage) according to the current
development of the chemical industry in China.
 Involve industry experts to analyse the impact of the
draft consumption tax reform on related enterprises and
end customers.

 1RWLFH RQ WKH )XUWKHU ,QFUHDVH RQ &RQVXPSWLRQ 7D[ RI 2LO 3URGXFWV 6$7 
02)  YLHZHG th$SULO  KWWSZZZJRYFQ[LQZHQ
FRQWHQWBKWP!
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(QYLURQPHQWDO3URWHFWLRQ/DZ

EC

European Commission

EU

European Union

FTZs

Free Trade Zones

GHS
*/3
GDP

Globally Harmonised System


*RRG/DERUDWRU\3UDFWLFH
Gross Domestic Product

HCs

Hazardous Chemicals

MSDS
MOFCOM

Material Safety Data Sheets
Ministry of Commerce

MEP

Ministry of Environmental Protection

MOF
MNC

Ministry of Finance
Multinational Corporation

3&5
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3HWURFKHPLFDOV&KHPLFDOVDQG5H¿QLQJ
3XEOLF3ULYDWH3DUWQHUVKLSV

REACH

Registration, Evaluation, Authorisation

5 '

and Restriction of Chemicals
5HVHDUFKDQG'HYHORSPHQW



SDS

Safety Data Sheet

SAP
AQSIQ

Standard Assessment Procedure
State Administration of Quality Supervision,

SAT
SFDA

Inspection and Quarantine
State Administration of Taxation
State Food and Drug Administration

UN
US

United Nations
United States

consumption tax for lower emissions. Otherwise, an
increased tax liability for enterprises will ultimately be
passed onto customers in the form of higher prices.

Emissions Trading Scheme
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Key Recommendations
1. Promote Innovation in the Medical Industry through Reasonable Policies
1.1 Intellectual Property Rights (IPR)
 Enhance the protection of IP, and encourage technical innovation.
 Establish a patent extension period for pharmaceutical products, utilising the experience of
developed countries.
 Revise drug registration laws to ensure exclusive data protection for all new chemical entities (as
GH¿QHGLQWHUQDWLRQDOO\ LQRUGHUWRHQFRXUDJHPRUHLQYHVWPHQWVLQLQQRYDWLRQ

1.2 Drug Quality
 Enhance compliance with and enforcement of Good Manufacturing Practice (GMP) and Good
Clinical Practice (GCP) in China.
Section Three: Trade in Goods

 Speed up laws focused on pharmaceutical regulation and adopt international best practices on
safety and risk management.
 Establish a uniform, quantitative and standardised drug quality evaluation system.
 Carry out quality evaluations of generic drugs, in addition to the existing in vitro dissolution
standard, when comparing generic drugs with originator drugs.

2. Further Improve the Market Access System for Drugs
2.1 Drug Registration and Approval
 Optimise the registration process for drugs and accelerate their time to market, and reduce
WKH WLPH UHTXLUHG WR REWDLQ DSSURYDO IRU FOLQLFDO WULDOV LQ &KLQD WR XQGHU  GD\V LQ OLQH ZLWK
international practices.
 $OORZ&33VXEPLVVLRQDWDQ\WLPHEHIRUHWKH¿QDOLPSRUWOLFHQFHLVLVVXHGLQVWHDGRILQVLVWLQJLW
be provided during the primary application for the listing of new drugs.
 Improve the systematic management of the drug application and assessment process; establish a
VHSDUDWHDSSURYDOV\VWHPIRULQQRYDWLYHQHZGUXJVDOORZLQWHUQDWLRQDOO\UHFRJQLVHGFOLQLFDOWULDOV
to be conducted domestically; and simplify the requirements of the approval procedure.
 Involve a team of experts in the assessment process in order to improve assessment quality and
HI¿FLHQF\
 Designate one authority to handle the entire registration and approval procedure.

2.2 Drug Pricing Reform
 Promote a pricing mechanism that takes into account the quality and function of different drugs,
DQGFRQVLGHUDQDSSURSULDWHGUXJFODVVL¿FDWLRQZKHQHVWDEOLVKLQJVXSSRUWLQJSROLFHVUHODWHGWR
bidding, procurement and insurance.
 Establish a monitoring system for drug prices and publish the principles and methods on which
the system is based.
 'HVLJQDWHJRYHUQPHQWGHSDUWPHQWVWRPRQLWRUSULFLQJÀXFWXDWLRQVDQGFRQWUROSROLFLHVWRHQVXUH
WKHIUHHPDUNHWSULFLQJPHFKDQLVPRSHUDWHVVPRRWKO\
 Establish an appropriate medical insurance reimbursement mechanism for patients based on
reliable clinical trial data, and consolidate regional polices into one national policy with clear
guidelines.

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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 Restructure the medical industry and continue drug pricing reform to promote greater innovation
and access to affordable quality drugs.

2.3 Drug Bidding and Centralised Purchasing
 3XEOLVKDFHQWUDOLVHGSROLF\IRFXVHGRQSURFXUHPHQWELGGLQJLQRUGHUWRUHGXFHSULFHVDQGPDNH
drug quality the primary factor, in order to satisfy the needs of the patient.
 &DWHJRULVHGUXJVLQWHUPVRILQQRYDWLRQDQGTXDOLW\LQWKHIROORZLQJFDWHJRULHV
 patent drugs;
 RIISDWHQWRULJLQDWRUSURGXFWV(8RU86DXWKRULVHGGUXJV
 ¿UVWJHQHULF DOVRNQRZQDV*03¿UVW DQG
 Ordinary generic (also known as ordinary GMP drugs).


Increase the weight associated with product quality in the procurement process.

  (OLPLQDWHKRVSLWDOV¶DELOLW\WRIRUFHVHFRQGURXQGQHJRWLDWLRQVDQGH[WRUWLQFRPH
  $FFHOHUDWHWKHELGGLQJDQGSURFXUHPHQWSURFHVVDQGWKHÀRZRIGUXJVLQWRKRVSLWDOV

2.4 Drug Reimbursement
 Update the 1DWLRQDO 5HLPEXUVHPHQW 'UXJ /LVW (15'/) more frequently and develop more
preferential insurance reimbursement policies for innovative drugs.
Section Three: Trade in Goods

 ,QFOXGHPRUHGUXJVIRUWUHDWPHQWLQWKH15'/DQGVHWOLPLWVRQWKHDFFHVVDQGXVHRIVXSSRUWLYH
drugs.
 Develop medical reimbursement policies that encourage reasonable use of drugs and restrict the
overuse of alternative drugs.
 Reduce the difference between outpatient and inpatient reimbursements, so as to enhance the
fairness of patients’ medical treatment.
 'HYHORSDUHDVRQDEOHDQGVFLHQWL¿FDOO\EDFNHGFRVWFRQWUROV\VWHPDQGSROLFLHVHQVXULQJWKDW
WKHFRVWFRQWUROV\VWHPGRHVQRWSUHYHQWWKHGHYHORSPHQWRIQRUPDOPHGLFDOWUHDWPHQWDFWLYLWLHV
 Increase overall health care expenditure, especially investment in medical insurance.

2.5 Health Technology Assessment (HTA) System
 Use the Health Technology Assessment (HTA) system according to current healthcare
GHYHORSPHQWVDQGWKHVSHFL¿FQHHGVRI&KLQD
 0DNHWKHDYDLODELOLW\RIKLJKTXDOLW\LQQRYDWLYHGUXJVWRSDWLHQWVWKHRQO\FRUHFULWHULDLQGHFLVLRQ
making.
 Make use of international experience and expertise in this area.

3. Emulate International Best Practice to Promote the Implementation of Good
Healthcare Practice in China
3.1 Mutual Trust between Doctors and Patients
 Establish a pharmaceutical industry with mutual trust between doctors and patients.
 Establish a sound legal system to handle medical disputes.
 Increase support programmes for professionals and guide the public’s understanding of the
medical industry.
 Build a smooth communication platform between doctors and patients.

3.2 International Think Tanks
 Consult industry associations to gain insight on international experiences on healthcare reform.
 Take part in the activities of international industry associations to accumulate international
experience.
 ,QFRUSRUDWHLQVLJKWVIURPLQWHUQDWLRQDOH[SHULHQFHVLQ&KLQHVHSROLF\PDNLQJZKHUHDSSURSULDWH
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Working Group Introduction
The Pharmaceutical Working Group represents over
 IRUHLJQ SKDUPDFHXWLFDO PDQXIDFWXULQJ FRPSDQLHV
operating in China. The working group encourages

2015/2016

drug pricing and a greater role for market forces in
the fields of drugs and medical treatment. The joint
UHIRUPDWLRQDLPVWRFUHDWHDPRUHOHYHOSOD\LQJ¿HOGIRU
drug manufacturers and allow more capital to enter the
market.

government policies that support the creation of a
sustainable system that fosters innovation and healthy
growth of the pharmaceutical industry as a whole,
ZKLOH LPSURYLQJ SDWLHQW DFFHVV WR LQQRYDWLYH KLJK
quality medicines, in line with China's declared strategic

In recent years the biological pharmaceutical (biopharma)
industry in China has developed rapidly with the help of
the Chinese Government, which designated it one of

objectives for the healthcare sector. Policies related to

seven key strategic new industries. Biological drugs
and technologies have been hailed as breakthrough

intellectual property (IP), pricing and reimbursement
are the most potentially useful tools for rewarding

innovations, with some experts expecting biopharma

quality and safety while creating incentives for domestic
and multinational companies alike to bring innovative
medicines to the Chinese market. The working group

to be a major source of innovation within the medical
industry. The European Chamber supports the Chinese
Government’s policies that support innovation and the
development of the biopharma industry.

supports the establishment of a transparent regulatory

before formal policies on issues such as pricing,
reimbursement and intellectual property rights (IPR) are

7KHPRVWVLJQL¿FDQWSROLF\WRDIIHFWWKHSKDUPDFHXWLFDO
LQGXVWU\ LQ  ZDV WKH Promotion of Price Reform
Plan for Drugs (draft for comments).  The reform
cancelled the government’s right to set the maximum

announced.

UHWDLO SULFH RU H[IDFWRU\ SULFH RI GUXJV 7KH DFWXDO
trading price of drugs will now be formed by market

Recent Developments

competition, by using medical insurance coverage and

7KH\HDUPDUNHGWKH¿IWK\HDUVLQFHWKHLVVXDQFH
of the 2SLQLRQV RI WKH &3& &HQWUDO &RPPLWWHH DQG

procurement by bidding. This reform highlights China's
commitment to increasing the role of market forces in

the State Council on Deepening the Reform of the
0HGLFDODQG+HDOWKFDUH6\VWHP, and the second year

the pricing mechanism, as outlined in the Third Plenum

since further reform targets were promulgated in the
Decision, following the Third Plenum. Many of these
reforms targeted medical and health systems, including
the development of medical security, medical services,
public health, traditional medicines, drug supply and
pricing reforms, and the reform of the supervision
system. In addition, they have accelerated reforms of
public hospitals, challenged hospital profit making as
part of the drug bidding process, and begun to allow
doctors to practice across different locations.
The -RLQW 5HIRUPDWLRQ IRU 3XEOLF +HDOWK 6HUYLFHV
0HGLFDO,QVXUDQFHDQG0HGLFDO3URGXFWLRQ&LUFXODWLRQ
-5300  has led to a structural change of the
LQGXVWU\6RIDUKDVVHHQWKHHQGRIFHQWUDOLVHG

– all prices that can be determined by the market shall
be formed by market competition, as opposed to being
manipulated by the government.
,Q )HEUXDU\  WKH 1DWLRQDO +HDOWK DQG )DPLO\
Planning Commission (NHFPC) issued the Notice on
Promotion of Critical Illness Insurance for Urban and
Rural Residents. This pilot reform aims to reduce the
burden and cost of critically ill patients on average
households.
,Q 0DUFK  DW WKH H[HFXWLYH PHHWLQJ RI WKH 6WDWH
&RXQFLO3UHPLHU/L.HTLDQJSURSRVHGDWKUHHSURQJHG
UHIRUP WR WKH PHGLFDO LQGXVWU\ SXEOLF KHDOWK VHUYLFHV
reform, medical insurance reform and pharmaceutical
production reform.

 2SLQLRQVRIWKH&3&&HQWUDO&RPPLWWHHDQGWKH6WDWH&RXQFLORQ'HHSHQLQJWKH
5HIRUPRIWKH0HGLFDODQG+HDOWK&DUH6\VWHP6WDWH&RXQFLOth0DUFK

2Q  th 0DUFK  WKH Promotion of Integrated

YLHZHGth-XQHKWWSZZZJRYFQMU]JFRQWHQWBKWP!
 7KH7KLUG 3OHQXP RI WKH th National Congress of the Communist Party of
&KLQD &HQWUDO &RPPLWWHH ZDV KHOG LQ 1RYHPEHU  DQG FRQFOXGHG ZLWK D
decision laying out new economic and policy initiatives – the Decision.

 Promotion of Price Reform Plan of Drugs (draft for comments) 1'5& th
1RYHPEHU  YLHZHG th -XQH  KWWSQHZVKH[XQFRP

 'HHSHQLQJ WKH 5HIRUP RI WKH 0HGLFDO DQG +HDOWKFDUH 6\VWHP 9LGHR DQG
7HOHSKRQH&RQIHUHQFH6WDWH&RXQFLOth$SULOYLHZHGth-XQH
KWWSZZZMNEFRPFQQHZVKHDOWK&DUH5HIRUPKWPO!

KWPO!
 Notice on Promotion of Critical Illness Insurance for Urban and Rural Residents,
1+)3& th )HEUXDU\  YLHZHG th -XQH  KWWSZZZPRKJRYFQ
WLJVVHIHIHFEHHIFIEIVKWPO!

Pharmaceutical Working Group

243

Section Three: Trade in Goods

environment to solicit comments and participation from
the pharmaceutical industry (both local and foreign)

5HIRUP RI 3XEOLF +RVSLWDOV DW WKH &RXQW\ /HYHO (draft
for comments)6 was jointly issued by the NHFPC, the
Ministry of Finance (MOF), the State Commission

2Q th -XO\  WKH 1+)3& DQG WKH 02& LVVXHG
the 1RWLFH 5HJDUGLQJ /DXQFKLQJ D 3LORW 6FKHPH RI
(VWDEOLVKLQJ:KROO\)RUHLJQ2ZQHG+RVSLWDOV, allowing

Commission (NDRC) and the Ministry of Human

IRUHLJQLQYHVWRUVWRVHWXSRUIRUPPHUJHUSDUWQHUVKLS
owned hospitals in Beijing, Tianjin, Shanghai, Jiangsu,

Resources and Social Security (MOHRSS). This piece

Fujian, Guangdong and Hainan.

of legislation aims to comprehensively reform the
PDQDJHPHQWV\VWHPVRISXEOLFKRVSLWDOVDWWKHFRXQW\

,Q 2FWREHU  6RQJ 6KXOL WKH SUHVV VHFUHWDU\

OHYHO 7KH SLORW UHIRUP FRYHUHG RYHU  SHU FHQW RI

of the NHFPC, introduced a pilot reform promoting

FRXQWLHV FLWLHV LQDQGLVDQLPSRUWDQW¿UVWVWHS
WRZDUGVDGGUHVVLQJWKHSUREOHPVRIFRVWDQGGLI¿FXOW\

categorised medical treatment at public hospitals,

of scheduling medical appointments for China’s citizens.
,Q$SULOWKH1'5&WKH1+)3&DQGWKH02+566

medical diagnosis system. Many provinces such as
Jiangsu, Sichuan, Zhejiang and Qinghai, or several

LVVXHG SROLFLHV UHOD[LQJ SULFH FRQWUROV RQ QRQSXEOLF

individual departments have already published special

medical institutes. This established a foundation for

documents related to categorised medical treatment,
outlining relevant rules and concerns from the aspects of

Office (SCO), the National Development and Reform

private capital to enter the medical industry.

and a gradual timeline to form a national categorised

Section Three: Trade in Goods

resource allocation, system establishment and medical
2Q  th  0D\  WKH Supervision Management
0HWKRGIRU2SHUDWLRQRI,QWHUQHW)RRG'UXJV7 (draft for

assessment. Beijing, Shanghai, Ningxia and Chongqing
have all made their positions clear regarding the

comments) was published by China’s Food and Drug

formation and management of a categorised medical

Administration (FDA) for comment. The draft expanded

treatment system through medical associations and

the scope of approved chain retailers allowed to sell

previous polices related to medical companies.

food and drugs online, as well as approving the use of
logistical and distribution companies for storage and
transportation.

2Qth1RYHPEHUWKH6WDWH&RXQFLOLVVXHGWKH
Some Comments about Speeding up Development of
&RPPHUFLDO +HDOWK ,QVXUDQFH (draft for comments).

,Q-XQHWKH1+)3&LVVXHGWKHUrgent Notice on
&RQWURORI5DSLG([SDQVLRQRI6FDOHRI3XEOLF+RVSLWDOV.
7KLVLVWKH¿UVWWLPHWKH1+)3&KDVSOHGJHGWRFRQWURO

The draft requires private insurers to explicitly list

the rapid expansion of public hospitals as they look to

them to expand their existing service offerings. The

increase the role of private capital in the healthcare
PDUNHW,Q-XO\WKH0DQDJHPHQW0HWKRGRI0XOWL
VLWHG /LFHQFH RI 3K\VLFLDQV LQ %HLMLQJ was published.
,Q 1RYHPEHU  WKH Medical Rules at Shenzhen
Special Economic Zone (draft for comments)  was

concept of separating insurance management from the
government was put forward and private competition

promulgated in Shenzhen, which looks to revoke
limitations on physicians’ rights to practice in multiple
locations.

rules on medicines where price was controlled by
the government. When government social security
GHSDUWPHQWV DFW DV WKH VROH SROLF\PDNHUV IRU VRFLDO

6 1RWLFH$ERXW3ULQWLQJWKH&RPPHQWVRQ,QWHJUDWHG5HIRUPRI3XEOLF+RVSLWDOV
DW WKH &RXQW\ /HYHO 1+)3& 02) 6&2 1'5& DQG 02+566 th March,
 YLHZHG  th  -XQH  KWWSZZZPRIJRYFQ]KHQJZX[LQ[L
]KHQJFHIDEXWBKWP!
 6XSHUYLVLRQ0DQDJHPHQW0HWKRGIRU2SHUDWLRQRI)RRG'UXJVYLD,QWHUQHW (draft
IRUFRPPHQWV &KLQD)'$th0D\YLHZHGth-XQHKWWSZZZ
FIGDJRYFQ:6&/KWPO!
 Urgent Notice Regarding Control on Rapid Expansion of Scale of Public
+RVSLWDOV1DWLRQDO+HDOWKDQG)DPLO\3ODQ&RPPLWWHHth-XQHYLHZHG

the detailed scope of their insurance offerings to
urban and rural residents, whilst further encouraging

is now encouraged. Qualified commercial insurance
institutes can now provide various different types of
medical insurance, which will overturn the old selling

welfare and insurance, they tend to enlarge the
reimbursement in order to maximise their own profits.
Commercial insurance institutes compete with each
other, which reduces inefficiency and ensures the
market price of pharmaceuticals is determined by
competition.

th-XQHKWWSZZZOLMLQJDRFRPFDFQHZKWP!
 0DQDJHPHQW 0HWKRG RI 0XOWLVLWHG /LFHQFH RI 3K\VLFLDQV LQ %HLMLQJ, Beijing
0XQLFLSDO*RYHUQPHQWth0D\YLHZHGth-XQHKWWS]KHQJZX

 1RWLFH 5HJDUGLQJ /DXQFKLQJ D 3LORW 6FKHPH RI (VWDEOLVKLQJ :KROO\ )RUHLJQ
2ZQHG +RVSLWDOV 1+)3& DQG 02)&20 th -XO\  YLHZHG th June,
KWWSZZZPRKJRYFQ\]\JMVIHFEDDD

EHLMLQJJRYFQJ]GWJJJVWKWP!
 Medical Rules at Shenzhen Special Economic Zone (draft for comments), Shenzhen
13&6WDQGLQJ&RPPLWWHH*HQHUDO2I¿FHth1RYHPEHUYLHZHGth June,
KWWSZZZV]JRYFQFQ[[JNV]JJW]JJWBKWP!

HGGIDVKWPO!
 6RPH &RPPHQWV DERXW 6SHHGLQJ 8S 'HYHORSPHQW RI &RPPHUFLDO +HDOWK
Insurance 6WDWH &RXQFLO th 2FWREHU  YLHZHG th -XQH  KWWS
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

Status

Currently, there are only a few departments
The main responsibility and role of the government is
to strengthen and improve public services, safeguard
fair competition, strengthen oversight of the market

streamlining administration effectively,
for example, the drug price reform by the
FHQWUDOJRYHUQPHQW)URPst-XQHWKH

the administration and delegate more power to lower

government no longer controls the maximum
retail price for drugs, but it should still be

levels, deepen the reform of the system concerning

FDXWLRXVDERXWLWVLQÀXHQFHRQSULFHLQRWKHU

matters subject to government examination and

forms. For example, in some provinces, local

approval. We will cancel all administrative approval

governments set a minimum percentage

procedures for economic activities under the effective

for price reduction, which contradicts the

regulation of the market mechanism.

PDUNHWIRUFHVRULHQWDWHGDSSURDFKWKHFHQWUDO

and maintain market order. We will further streamline

government has pledged to adopt.

7KH QHZ )RRG 6DIHW\ /DZ  has been
published, but supplementary policies are

Section Three: Trade in Goods

We will improve the public security system. We
will improve unified, authoritative food and drug
safety oversight organisations. We will integrate
PDMRUODZHQIRUFHPHQWERGLHVUHODWLYHO\FHQWUDOLVH
WKH ODZHQIRUFHPHQW SRZHU SUHVV DKHDG ZLWK
comprehensive law enforcement, and do our best
to resolve problems such as overlapping functions
and duplicate law enforcement to establish an
DXWKRULWDWLYH DQG HIILFLHQW DGPLQLVWUDWLYH ODZ
enforcement system with the integration of power
and responsibility. We will reduce the hierarchy of
administrative law enforcement and allocate more
ODZHQIRUFHPHQW UHVRXUFHV WR WKH SULPDU\ OHYHO LQ
foodstuffs and medicines.

still being devised. The working group
hopes the supplementary polices will give
clear guidance on administration and
enforcement. The working group hopes the
new supplementary policies consider the
differences between domestic regulations
and foreign regulations, and provide a
comprehensive mechanism to implement
the new law.

We will reform the methods of insurance payouts,
and extend the medical insurance system to all
the people. We will speed up the completion of the
medical insurance and medical assistance system

There is little progress on the methods of

against fatal and serious diseases. We will improve a
financial input system for and the budgeting system
of social security. We will strengthen management of

insurance payouts.

and supervision over investment of social insurance
funds, and encourage the funds to be invested into

PHGLFDO WUHDWPHQW LQ FLWLHV ZKHUH KLVKHU
hukou is not located.

diversified sectors in the market. We will steadily
make basic urban public services available to all
permanent residents in cities, and incorporate farmers

There is no timeframe for combining medical
insurance for urban workers, medical

who have registered as urban residents into the urban
housing and social security network, and make sure
WKHLUSUHYLRXVVXEVFULSWLRQWRROGDJHLQVXUDQFHDQG

It is still difficult for patients to receive

insurance for urban residents, and the new
rural cooperative medical system (NRCMS).

medical insurance in the countryside continues in the
urban social security system.

)RRG6DIHW\/DZ1DWLRQDO3HRSOH¶V&RQJUHVVHQWHUHGLQWRIRUFHst2FWREHUYLHZHGth-XO\KWWSZZZJRYFQ[LQZHQFRQWHQWBKWP!
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We will improve the mechanism whereby prices
are mainly determined by the market. Relax price
control in competitive areas. We will abolish the
practice of raising medicine prices to make up for
the shortfall in hospital funds, rationalise the prices
of medical services and medicines, and establish
an appropriate compensation mechanism. Promote
PDUNHWRULHQWHG UHIRUP LQ ZLGWK DQG LQ GHSWK
greatly reducing the government's role in the direct
allocation of resources, and promote resources
allocation according to market rules, market prices
and market competition, so as to maximise the

The control on maximum retail prices for
drugs has been abolished. In some areas,
however, hospitals are manipulating
the bidding system to extract their own
revenue from the process. The working
group hopes the government enforces
its commitment to allow market forces
to form prices through competition by
devising supplementary policies to
support this reform.

Section Three: Trade in Goods

EHQH¿WVDQGRSWLPLVHWKHHI¿FLHQF\

Key Recommendations

Association Committee (RDPAC) under the China

1. Promote Innovation in the Medical
Industry Through Reasonable Policies

(CAEFI) showed that, on average, the patent protection
SHULRGRILQQRYDWLYHGUXJVDIWHUWKHODXQFKLVDERXW

1.1 Intellectual Property Rights (IPR)

\HDUV LQ &KLQD FRPSDUHG ZLWK  \HDUV LQ WKH 8QLWHG

Association of Enterprises with Foreign Investment

6WDWHV 86 DQG\HDUVLQ-DSDQ
Concern
The overall IPR protection system for pharmaceutical
SURGXFWVLVLQHI¿FLHQWDQGFRVWO\WKHSDWHQWSURWHFWLRQ
period for pharmaceuticals in China is too short and
there is a lack of data protection for some drugs.
Assessment
The Third Plenum’s Decision, put forward a mechanism
to encourage innovation, enhance the application
and protection of intellectual property (IP), and build
UHSXWDEOH,3FRXUWV$WSUHVHQWWKHSHQDOWLHVDQG¿QHV
for patent infringements generally are so low that they
appear to allow infringers to earn an adequate profit,
even if caught and fined – most studies suggest that
fines represent only a tiny fraction of the estimated
sales revenue lost to patent holders.
The protection of IP within the pharmaceutical industry
in China will accelerate the research and development
5 '  RI QHZ GUXJV HQKDQFH GUXJ TXDOLW\ DQG
safety, and become an important measure to promote
s u s t a i n a b l e d e v e l o p m e n t o f t h e i n d u s t r y. T h e
establishment of a fair, open and transparent system
for protection of IP would therefore act as a catalyst for
innovation in the pharmaceutical industry.
$VXUYH\FDUULHGRXWE\WKH5 'EDVHG3KDUPDFHXWLFDO
7KH 'HFLVLRQ RI WKH &KLQHVH &RPPXQLVW 3DUW\ &HQWUDO &RPPLWWHH RQ 0DMRU
Issues concerning Comprehensively Deepening Reform (Decision), Communist
3DUW\RI&KLQDth1RYHPEHUYLHZHGth-XQHKWWSZZZJRY
FQMU]JFRQWHQWBKWP!
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Innovative drugs are generally safer and more effective,
thereby reducing hospitalisation days and producing
less adverse side effects. This benefits patients,
reduces costs throughout the medical service chain and
LPSURYHVWKHHI¿FLHQF\RISXEOLFKHDOWKFDUHH[SHQGLWXUH
Due to the lack of data protection laws in China, generic
drugs have appeared on the market too early. This has
KDGDQDGYHUVHHIIHFWRQLQYHVWPHQWLQ5 'IRUGUXJV
and is threatening the future development of innovative
drugs.
Recommendations
 Enhance the protection of IP, and encourage
technical innovation.
 Establish a patent extension period for pharmaceutical
products, utilising the experience of developed
countries.
 Revise drug registration laws to ensure exclusive
data protection for all new chemical entities (as
defined internationally) in order to encourage more
investments in innovation.

1.2 Drug Quality
Concern
Continuous drug price reductions and a centralised
procurement procedure which only focuses on price
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have forced some manufacturers to reduce quality to
lower their costs in order to maintain competitive prices.
*RRG0DQXIDFWXULQJ3UDFWLFH *03 FHUWL¿FDWLRQVKRXOG
be the standard certification related to the quality of
listed drugs, yet it is not widely accepted in China.

2015/2016

 Speed up laws focused on pharmaceutical regulation
and adopt international best practices on safety and
risk management.
 Establish a uniform, quantitative and standardised
drug quality evaluation system.
 Carry out quality evaluations of generic drugs, in

Assessment

addition to the existing in vitro dissolution standard,

Currently, domestic generic drugs and imported originator

when comparing generic drugs with originator drugs.

GUXJVGLIIHULQWKHLUFOLQLFDOHI¿FDF\7KLVLVDOVRWKHFDVH
for generic drugs manufactured by different companies,
and even drugs of different batches manufactured by the

2. Further Improve the Market Access System
for Drugs

same company. This results in a wide range of quality

2.1 Drug Registration and Approval

standards.
Concern
New drugs must obtain clinical trial authorisation (CTA)

quality. In recent years, the concept of ‘quality by design’

DQGDSSO\IRUDQHZGUXJDSSOLFDWLRQ 1'$ DIWHU¿UVW

has been widely recognised in academic and industrial

SURYLGLQJD&HUWL¿FDWHRI3URGXFWLRQ3HUPLVVLRQ &33 
This dual registration system is time consuming and
complicated by international standards.

circles. Institutional reform will guide manufacturers to
HPSKDVLVHGUXJTXDOLW\IURPWKHEHJLQQLQJRIWKH5 '
process.

Assessment
Only by improving drug production quality standards
and the quality of clinical testing can the industry make
meaningful steps towards improving drug quality. The

Currently, a strict review and approval system for
clinical trials is carried out in China. Applicants must
get the approval from the China Food and Drug

WUDQVLWLRQ WR FRPPRQO\DFFHSWHG LQWHUQDWLRQDO TXDOLW\
standards is a vital measure in order to encourage

Administration (CFDA) and start clinical tests only
after receiving the Clinical Trial Permission. The whole

pharmaceutical companies to adhere to the same

review and approval process involves a large number

general standards related to drug quality.
Traditional assessment on drug quality still relies on

of administrative departments, including provincial drug
supervision departments, the provincial Institute for
Drug Control, the Centre for Drug Evaluation (CDE),

the ‘sampling pass ratio’ concept, which is detrimental
towards the formation of a standardised drug quality

and the CFDA. In contrast, many countries (including
the US) adopt a much looser review and approval

assessment system. A standardised assessment
system would eliminate unnecessary ambiguity by
adopting a single result format and removing subjective

system. For example, applicants may carry out tests on
new drugs provided they do not receive an objection
notice from the Food and Drug Administration (FDA)

wordings.

ZLWKLQGD\VRIWKHLUDSSOLFDWLRQUHFHLSWGDWH

Currently, the quality evaluation of generic drugs is

Chinese authorities do not acknowledge foreign clinical

carried out by using the in vitro dissolution standard,
which fails to comprehensively evaluate the quality

trial data. To check whether a drug's foreign clinical trial
UHÀHFWVLWVVXLWDELOLW\IRU&KLQHVHSHRSOHLWZRXOGVHHP

parameters of generic drugs since equivalent tests,
such as biological tests, have not been made. The
working group advocates for the establishment of a

reasonable to examine the data to see if people of
different races were included as test subjects. Generally
speaking, in nations with mixed racial demographics

uniform quality evaluation system for generic drugs and
an improved integrated evaluation method with indexes.

such as the US, the suitability of new drugs for different
races is taken into consideration during clinical trials.
)RUGUXJVWKDWH[KLELWQRYDULDWLRQLQFOLQLFDOHI¿FDF\RQ

Recommendations
 Enhance compliance with and enforcement of *RRG
Manufacturing Practice (GMP) and *RRG &OLQLFDO

test subjects during foreign clinical trials, the mandatory
clinical tests in China are unnecessary and only delay
Chinese patients from accessing innovative drugs.

Practice (GCP) in China.
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Only a strict quality assurance system can ensure drug

In China, as in most emerging markets, a CPP must

2.2 Drug Pricing Reform

be obtained before a NDA can be approved. A CPP is
issued by the relevant body in the drug manufacturer’s

Concern

country of origin, which confirms the drug has been

China’s aim to have the retail price of drugs determined

approved to be listed and sold in that country. As

E\PDUNHWFRPSHWLWLRQZLOOEHGLI¿FXOWWRDFKLHYHZLWKRXW

China’s import procedure for pharmaceutical products
requires the CPP to be submitted, together with the

WKHLQWURGXFWLRQRIWRSGRZQVXSSRUWLQJSROLFLHVUHODWHG

import registration application, it therefore requires any

to procurement processes and the role of medical
insurance.

foreign drug product to have already been approved
in its country of origin before entering China. This also
greatly delays the time to market for new drugs in

Assessment
The government has relaxed controls on the maximum

China, and prevents Chinese patients from accessing

China still uses a dual registration system of marketing

retail prices of drugs in order to allow market forces to
determine price, as outlined in the NDRC’s Promotion
of Reform Scheme of Drug Pricing (draft for comments),
UHOHDVHG RQ th 0D\  DQG DFWLYH VLQFH st June,

authorisation and production licensing. Innovative

7KHJRYHUQPHQWLQWHQGVWRSURPRWHDIUHHPDUNHW

HQWHUSULVHVIRFXVHGRQ5 'PD\QRWKDYHDSURGXFWLRQ

pricing mechanism backed by competitive bidding

licence and, as such, are unable to manufacture their

procurement and medical insurance reimbursement, as

RZQ HQGSURGXFW ,Q WKLV VFHQDULR WKH\ DUH IRUFHG WR

is the case in other developed markets. However, a lack

transfer technology to independent manufacturers who
have the necessary dual approval. If their IP cannot be

of supporting policies means that it will be difficult for
market forces to function adequately.

Section Three: Trade in Goods

the most innovative drugs on the global market.

VXI¿FLHQWO\SURWHFWHGRUWKHWHUPVRIDWUDQVIHUFDQQRW
be agreed on, Chinese consumers may miss out on
innovative new drugs. In addition, the requirement to

As a result of the relaxed price controls, quality drugs
have lost the ability to suitably differentiate themselves.

own a production licence has led to overcapacity in
production facilities as Chinese manufacturers have

Before the draft was issued, and in the absence of drug

raced to meet the dual requirements.

quality assessment, the NDRC was responsible for drug
pricing and as such assigned higher prices to higher
TXDOLW\ GUXJV 1RZ ZLWK WKH UHPRYDO RI JRYHUQPHQW

Recommendations

controlled pricing, the new pricing system controlled

 Optimise the registration process for drugs and

by bidding procurement and insurance reimbursement

accelerate their time to market, and reduce the time
required to obtain approval for clinical trials in China

is motivated by the lowest price and is failing to value
drugs according to drug quality.

WRXQGHUGD\VLQOLQHZLWKLQWHUQDWLRQDOSUDFWLFHV
 Allow CPP submission at any time before the final
import licence is issued, instead of insisting it be

Public hospitals earn revenue through three channels –
pharmaceutical sales, medical treatment and government

provided during the primary application for the listing
of new drugs.
 Improve the systematic management of the drug

IXQGLQJ3RVWUHIRUPIUHHPDUNHWSULFLQJKDVFUHDWHGDQ
environment where hospitals are incentivised to push
IRU VHFRQGURXQG QHJRWLDWLRQV HYHQ DIWHU WKH ELGGLQJ

application and assessment process; establish
a separate approval system for innovative new

price has been agreed. In this scenario, the difference
EHWZHHQ WKH ILUVWURXQG DQG WKH VHFRQGURXQG SULFH

GUXJVDOORZLQWHUQDWLRQDOO\UHFRJQLVHGFOLQLFDOWULDOV
to be conducted domestically; and simplify the
requirements of the approval procedure.

becomes the hospital’s income, which completely
negates the government’s attempt to eliminate the
manipulation of drug prices. This has also created a

 Involve a team of experts in the assessment process in
RUGHUWRLPSURYHDVVHVVPHQWTXDOLW\DQGHI¿FLHQF\
 Designate one authority to handle the entire

bidding system whereby hospital procurement teams

registration and approval procedure.

are solely motivated by low prices and usage rates.
This is to the detriment of the development of the
pharmaceutical industry in China, as high quality drugs
are inherently disadvantaged in the bidding process
due to their high price relative to the low price of inferior
drugs. As a result, Chinese patients do not have access
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to high quality drugs.
At the core of an effective medical insurance and
UHLPEXUVHPHQWV\VWHPLVGUXJFODVVL¿FDWLRQ)ROORZLQJ
the abandonment of centralised, fixed pricing, an
adequate insurance and social welfare system is
required to protect the rights of the patient. So far, there
has been no central government policy related to drug
classification, which is hindering the role of medical
insurance and also damaging patients’ ability to access
quality drugs. The local governments of Sanming,
Chongqing, Zhaoxing and Anhui have already devised
FODVVL¿FDWLRQPRGHOVEDVHGDURXQGIRXUGLIIHUHQWW\SHV
of drugs. A comprehensive guideline for insurance
payments and reimbursement based on drug quality
FODVVL¿FDWLRQLVDQHVVHQWLDOIRXQGDWLRQIRUDIXQFWLRQLQJ
social welfare and healthcare system in China.

Recommendations
 Promote a pricing mechanism that takes into account
the quality and function of different drugs, and
consider an appropriate drug classification when
establishing supporting polices related to bidding,
procurement and insurance.
 Establish a monitoring system for drug prices and
publish the principles and methods on which the
system is based.
 Designate government departments to monitor
SULFLQJÀXFWXDWLRQVDQGFRQWUROSROLFLHVWRHQVXUHWKH
IUHHPDUNHWSULFLQJPHFKDQLVPRSHUDWHVVPRRWKO\
 Establish an appropriate medical insurance
reimbursement mechanism for patients based on
reliable clinical trial data, and consolidate regional
polices into one national policy with clear guidelines.

 Restructure the medical industry and continue drug
pricing reform to promote greater innovation and
access to affordable quality drugs.

2.3 Drug Bidding and Centralised Purchasing
Concern
The bidding process is too focused on price and
consequently ignores drug quality, and hospitals are
QHJRWLDWLQJSRVWELGGLQJVHFRQGURXQGSULFHVWKDWDUH
VLJQL¿FDQWO\ORZHUWKDQWKHLQLWLDOELGGLQJSULFH
Assessment
Emphasising drug price too much in the bidding process
can result in poorer quality drugs being administered
to patients. The bidding process needs to be improved,
by incorporating economic and technical evaluations to
UHÀHFWWKHYDOXHRIGUXJTXDOLW\LQRUGHUWRHOLPLQDWHWKH
‘lowest price only’ mentality.
7KHELGGLQJSURFHVVKDVQRWEHHQUH¿QHGWRUHÀHFWWKH
new changes in pricing legislation. As a result, hospitals
are manipulating the process to extract income at
the expense of foreign drug manufacturers. This is
completely contrary to the government’s regulatory
effort to limit hospitals’ income from drug procurement.
There is no transparency during the second round
negotiation, which leaves the process open to
corruption. This practice is squeezing pharmaceutical
FRPSDQLHV¶PDUJLQVDQGDUWL¿FLDOO\HOHYDWLQJGUXJSULFHV
against the will of the market.
Ensuring the continued supply of quality drugs to
patients should be the primary objective of the drug
procurement system. To distinguish between different
levels of quality, an appropriate evaluation and
classification of quality standards in accordance with
the relevant medicine is necessary. Procurement prices
should be based on objective evaluation of drug quality.
Therefore, centralised procurement is an important
function to ensure that only quality medicines enter the
supply chain. As such, the drug procurement process
should be categorised according to drug type and rated
in terms of innovation and quality.
Recommendations
 3XEOLVKDFHQWUDOLVHGSROLF\IRFXVHGRQSURFXUHPHQW
bidding in order to reduce prices and make drug
quality the primary factor, in order to satisfy the
needs of the patient.
 Categorise drugs in terms of innovation and quality,
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There is a vast difference in the quality of drugs
available in China. Most of the generic drugs have not
received a biological equivalence evaluation and the
prevalence of counterfeit drugs is widespread. The
intense nature of competition in the industry is yielding
low profits and hampering investment in innovation.
These factors are inhibiting the structural upgrade of
the industry and preventing access to innovative drugs
IRU SDWLHQWV7KH  &HQWUDO (FRQRPLF &RQIHUHQFH
further emphasised the need to shift to an economic
model that encourages innovation and improved
ODERXUHI¿FLHQF\WRFRSHZLWKGHPRJUDSKLFVKLIWV7KH
working group hopes the government will consider
devising policies to correct the current bias towards the
lowest price during the bidding process and improve
LQYHVWPHQWLQWRLQQRYDWLRQIRFXVHGDFWLYLWLHV

2015/2016

LQWKHIROORZLQJFDWHJRULHV
 SDWHQWGUXJV
 RIISDWHQW RULJLQDWRU SURGXFWV (8 RU 86
authorised drugs;
 ¿UVWJHQHULF DOVRNQRZQDV*03¿UVW DQG
 RUGLQDU\ JHQHULF DOVR NQRZQ DV RUGLQDU\ *03
drugs).
 Increase the weight associated with product quality
in the procurement process.
 (OLPLQDWH KRVSLWDOV¶ DELOLW\ WR IRUFH VHFRQGURXQG
negotiations and extort income.
 Accelerate the bidding and procurement process,
DQGWKHÀRZRIGUXJVLQWRKRVSLWDOV

the overuse of alternative drugs. This leads to a waste
of medical insurance funds and a tendency amongst
patients to overuse alternative drugs to compensate for
a lack of access to the best treatment Moreover, during
the reform of medical insurance expense control and
SD\PHQWPRGHOVWKHUHKDVEHHQQRVXI¿FLHQWUHVHDUFK
into expense control indicators and measures, or a
proper evaluation of the expense control measures'
LQÀXHQFHRQWUHDWPHQWDQGPHGLFDOLQVXUDQFHIXQGV$V
a result, the expense control measures are generally
VLPSOHDQGXQUH¿QHG VXFKDVWKHOLPLWVRQWKHH[SHQVH
of a single prescription or drug usage), causing
inconvenience to patients or hindering the adoption of
better treatment programmes.

Section Three: Trade in Goods

2.4 Drug Reimbursement
Concern
/RQJGUXJUHLPEXUVHPHQWWLPHVDQGLQHIIHFWLYHPHGLFDO
insurance policies mean patients are increasingly
waiting for prolonged periods to obtain new drugs,
which has an adverse effect on innovation and the
development of the industry.
Assessment
The 1DWLRQDO 5HLPEXUVHPHQW 'UXJ /LVW (15'/) has
not been updated for five years, greatly limiting the
availability of innovative drugs and preventing doctors
from choosing the best treatment programmes. The
reimbursement and approval process in China takes
much longer in comparison to international standards.
As shown by related research, it takes about six years
for a new drug to be priced, launched into market and
reimbursed following its registration in China. The same
process only takes three to six months in the UK, Japan
and France.

Recommendations
 8SGDWHWKH15'/PRUHIUHTXHQWO\DQGGHYHORSPRUH
preferential insurance reimbursement policies for
innovative drugs.
 ,QFOXGH PRUH GUXJV IRU WUHDWPHQW LQ WKH 15'/ DQG
set limits on the access and use of supportive drugs.
 Develop medical reimbursement policies that
encourage reasonable use of drugs and restrict the
overuse of alternative drugs.
 Reduce the difference between outpatient and
inpatient reimbursements, so as to enhance the
fairness of patients’ medical treatment.
 'HYHORSDUHDVRQDEOHDQGVFLHQWL¿FDOO\EDFNHGFRVW
FRQWUROV\VWHPDQGSROLFLHVHQVXULQJWKDWWKHFRVW
control system does not prevent the development of
normal medical treatment activities.
 Increase overall health care expenditure, especially
investment in medical insurance.

2.5 Health Technology Assessment (HTA) System

The MOHRSS is in charge of reimbursement policies
and processes. However, in practice, three levels of
authorities (state level, provincial level and city level)
DUH LQYROYHG .H\ 2SLQLRQ /HDGHUV .2/V  WKH 02)
and the China Health Insurance Research Association
(CHIRA) differ in their understanding, implementation
and interpretation of the reimbursement policies, leading
to differences between the actual reimbursement
percentage covered and the actual drug expenses
incurred. In addition, the funding and scope of the
QDWLRQDOLQVXUDQFHVFKHPHLVLQVXI¿FLHQW

Concern
The Health Technology Assessment (HTA) System does
not play a full role in healthcare decision making, and
patients are not the core factor in the HTA process.

With regards to medical insurance fund management
and reimbursement, there is a lack of policies in place
to encourage reasonable use of drugs and to restrict

Recommendations
 Use the HTA system according to current healthcare
GHYHORSPHQWVDQGWKHVSHFL¿FQHHGVRI&KLQD
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Assessment
A transparent HTA can improve cooperation among
stakeholders and maintain a procedure to make
innovative drugs quickly available to patients. A HTA
should be kept independent from regulations and
supervision procedures.
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 0DNHWKHDYDLODELOLW\RIKLJKTXDOLW\LQQRYDWLYHGUXJV

Chinese Government can cooperate more closely

to patients the only core criteria in decision making.
 Make use of international experience and expertise

with these international associations and draw on
international experience and expertise when formulating

in this area.

and implementing policies.

3. Emulate International Best Practice to Promote
the Implementation of Good Healthcare
Practice in China

Recommendations
 Consult industry associations to gain insight on
international experiences on healthcare reform.

3.1 Mutual Trust between Doctors and Patients

 Take part in the activities of international industry
associations to accumulate international experience.

Concern

 Incorporate insights from international experiences in

&RQÀLFWVEHWZHHQGRFWRUVDQGSDWLHQWVKDYHKLQGHUHG

&KLQHVHSROLF\PDNLQJZKHUHDSSURSULDWH

the development of healthcare sector.
Assessment
$FFRUGLQJWRUHODWHGGDWDDERXWPHGLFDOGLVSXWHV
RFFXUUHG LQ   The reasons behind increasing
instances of violent medical disputes lie in insufficient
medical treatments and the absence of recognition
and compensation for doctors. There is also a lack of
regulations regarding medical negligence and disputes,
and the communication between doctors and patients is
not effective.
Recommendations
 Establish a pharmaceutical industry with mutual trust
between doctors and patients.
 Establish a sound legal system to handle medical
disputes.
 Increase support programmes for professionals
and guide the public’s understanding of the medical
industry.
 Build a smooth communication platform between
doctors and patients.

3.2 International Think Tanks

Biopharma

Biological Pharmaceutical

CAEFI

China Association of Enterprises with
Foreign Investment
Centre for Drug Evaluation

CDE
CFDA
CHIRA

China Food and Drug Administration
China Health Insurance Research
Association

CPC

Communist Party of China

&33



&HUWL¿FDWLRQRI3URGXFWLRQ3HUPLVVLRQ

CTA
EU

Clinical Trial Authorisation
European Union

FDA

Food and Drug Administration

GCP
GMP

Good Clinical Practice
Good Manufacturing Practice

HTA

Health Technology Assessment

IP
IPR

Intellectual Property Rights

Intellectual Property

JRPMM




.2/
MOC
MOF



Joint Reformation for Public Health
Services, Medical Insurance, and
0HGLFDO3URGXFWLRQ&LUFXODWLRQ
.H\2SLQLRQ/HDGHU
Ministry of Commerce
Ministry of Finance

Concern

MOHRSS

7KHUH LV D ODFN RI FORVH FRRSHUDWLRQ EHWZHHQ IRUHLJQ
funded medical industry associations and Chinese
counterparts.

Ministry of Human Resources and
Social Security

NDA
NDRC

New Drug Application
National Development and Reform
Commission

Assessment
)RUHLJQIXQGHG LQGXVWU\ DVVRFLDWLRQV KDYH DFFHVV
to extensive networks. In addition they can support

NRCMS
15'/ 
5 ' 

New Rural Cooperative Medical System
1DWLRQDO5HLPEXUVHPHQW'UXJ/LVW
5HVHDUFKDQG'HYHORSPHQW

academic exchanges and offer the latest policy
research and advice. The working group hopes the

5'3$&

5 '%DVHG3KDUPDFHXWLFDO$VVRFLDWLRQ
Committee

6&2
US

6WDWH&RPPLVVLRQ2I¿FH
United States

<HDURQ\HDU*URZWKRI&DVHVRI-XGLFLDO&KDQQHOIURP0HGLFDO'LVSXWHV&KLQD
Dailyst$SULOYLHZHG th-XQH KWWSZZZFKLQDGDLO\FRPFQ
PLFURUHDGLQJG]KFRQWHQWBKWPO!
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healthcare investments. This leads to high costs for

Abbreviations

Rail Working Group

Key Recommendations
1. Increase Market Access and Strengthen Competition in the Railway Industry
 Allow foreign companies to compete as local players in the market by lifting all restrictions and letting
market forces drive competition.
 Revise the National Development and Reform Commission’s (NDRC’s) localisation policy to foster
innovation, improve technology, project execution, quality and safety in the railway industry.

,PSURYH7UDQVSDUHQF\LQWKH6WDQGDUGLVDWLRQDQG6SHFL¿FDWLRQ3URFHVV
 Allow all companies legally registered in China to participate as members in all relevant technical
committees and working groups to get involved in the formulation process of industry standards.
 Increase transparency in the standardisation formulation process, especially for the formulation of
Section Three: Trade in Goods

industrial standards.

3. Improve the Rail Industry Supply Chain Through Further Protection of
Intellectual Property Rights (IPR)
 Protect intellectual property rights (IPR) to encourage investment in the railway sector.
 ,PSURYHWKHUDLOZD\VXSSO\FKDLQE\HQFRXUDJLQJLQYHVWPHQWIURPVPDOODQGPHGLXPVL]HGHQWHUSULVHV
(SMEs).

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV

Introduction to the Working Group

UDLOZD\VLQ&KLQDGHOLYHUHGELOOLRQSDVVHQJHUWULSV
JHQHUDWLQJ  ELOOLRQ SDVVHQJHUNLORPHWUHV DQG

The Rail Working Group consists of manufacturers
in the fields of rolling stock, rail infrastructure and

FDUULHGELOOLRQWRQVRIIUHLJKWJHQHUDWLQJELOOLRQ
FDUJR WRQNLORPHWUHV ,Q WHUPV RI XUEDQ UDLO WUDQVLW 

signalling systems along with services for rail. The
working group represents the common interests of the
(XURSHDQ UDLO LQGXVWU\ DQG LV FRPSRVHG RI DURXQG 

cities in China have built urban mass transit systems
RYHUWKHODVWGHFDGH3UHVHQWO\&KLQHVHFLWLHVKDYH
ZHOOHVWDEOLVKHGPDVVWUDQVLWV\VWHPV LQFOXGLQJPHWUR

active members from private sector.

DQGWUDP ZLWKDWRWDOOHQJWKRINP

Recent Developments

%\  LW LV HVWLPDWHG WKDW PRUH WKDQ  FLWLHV

Industry Development

in China will have metro systems, including many
VHFRQGDQGWKLUGWLHUFLWLHV$FFRUGLQJWRWKHHVWLPDWHG

%\WKHHQGRI&KLQD¶VUDLOQHWZRUNZLWKDURXWH
OHQJWKRINPUDQNHGDVWKHVHFRQGODUJHVWUDLO
network in the world. The rapid expansion of China’s
KLJKVSHHGUDLO +65 QHWZRUNKDVUHDFKHGNP
making it by far the largest in the world.
China also has the world’s busiest railway system,
ERWKLQWHUPVRISDVVHQJHUDQGIUHLJKWWUDI¿F,Q
 7KH ZRUOG¶V  ORQJHVW UDLOZD\ QHWZRUNV 5DLOZD\7HFKQRORJ\ th February,
 YLHZHG RQ rd -XO\  KWWSZZZUDLOZD\WHFKQRORJ\FRPIHDWXUHV
IHDWXUHWKHZRUOGVORQJHVWUDLOZD\QHWZRUNV!
 Ibid
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VWDWLVWLFV  RI &KLQD¶V FLWLHV ZLOO KDYH D SRSXODWLRQ
RIRYHURQHPLOOLRQSHRSOHE\$PRQJWKRVHFLWLHV
of high population density, six will have a population of
RYHUPLOOLRQDQGZLOOKDYHDSRSXODWLRQRIEHWZHHQ
¿YHPLOOLRQDQGPLOOLRQ7KHHVWLPDWHVLQGLFDWHWKDW
there is still room for continued growth of the urban rail
transit in China.
Chinese Government and Rail Industry
The former Ministry of Railways (MOR) was dismantled
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LQ  DQG WZR QHZ RUJDQLVDWLRQV ZHUH VHW XS WR

companies China North Railway (CNR) Corporation

UHSODFHWKH025¶VUROH
 The China Railway Corporation (CR); and

and China South Railway (CSR) Corporation decided to
PHUJHWRFUHDWHDZRUOGOHDGLQJUDLOZD\VXSSOLHU7KLV

 The State Railway Administration (SRA).

amalgamation, China Rail Rolling Stock (CRRC) Co
/WGLVEHOLHYHGWRKHOS&KLQDFRPSHWHZLWKLQWHUQDWLRQDO

,Q WKH QHZ VWUXFWXUH WKH &5 DV D VWDWHRZQHG
enterprise (SOE), is responsible for constructing new
lines and operating existing lines, whereas the SRA,

ULYDOVRQWKHPDUNHWLQFOXGLQJ¿UPVVXFKDV%RPEDUGLHU
and Siemens. Given that China’s domestic market is
ODUJHO\VDWXUDWHGWKHQHZO\PHUJHGFRPSDQ\ZLOODOVR

as a government unit, is responsible for creating

KHOS VWUHQJWKHQ &KLQD¶V FDSDFLW\ LQ GHYHORSLQJ KLJK

regulations and standards for the industry. The SRA

speed trains and further expand abroad.

reports to the Ministry of Transportation (MOT), which
oversees the general development of the industry and

Rail Industry and the Third Plenum

policy landscape in China.

7KH7KLUG3OHQXPLQRXWOLQHGDSDWKIRU&KLQD¶V
PDUNHWRULHQWHG UHIRUPV DQG LQGLFDWHG DQ H[SDQGHG

As one of the biggest SOEs in China, the CR has

role for market forces to determine economic outcomes.

D UHJLVWHUHG FDSLWDO RI RYHU &KLQHVH <XDQ &1<  

For the railway industry, the expectations were raised

trillion and employs almost two million employees. It is
supervised by the Ministry of Finance (MOF) on behalf
RIWKH6WDWH&RXQFLO,QWKH&5LQYHVWHG&1<

high for further commercialising and partly privatising

ELOOLRQ LQ UDLOUHODWHG LQIUDVWUXFWXUH GHYHORSPHQW DQG

Plenum—the progress on “allowing the market play
a decisive role in allocating resources” in the railway
sector is somewhat disappointing. The table on the

FRQWLQXH WR LQYHVW RYHU &1<  ELOOLRQ LQ UDLOZD\
LQIUDVWUXFWXUHLQ7KHSODQZDVWRH[SDQG&KLQD¶V
UDLOZD\QHWZRUNWRNPE\

However, until today—almost two years after the Third

following page compares what was said in the Third
Plenum’s Decision on Some Major Issues Concerning
Comprehensively Deepening the Reform (Decision)
with the current reality.

In terms of the Chinese railway planning, China
LGHQWLILHG UDLOZD\ HTXLSPHQW²HVSHFLDOO\ KLJK
speed rail equipment such as Electric Multiple Units

Key Recommendations

(EMUs)—as the direction of future development for

1. Increase Market Access and Strengthen
Competition in the Railway Industry

the industry. Therefore, the Chinese Government has
EHHQJLYLQJFRQVLGHUDEOHSROLF\VXSSRUWWRVWDWHRZQHG
national champions in the field of railway equipment
manufacturing and encouraging them to enter the
international market.
Given the importance attached to railways by the
government, the next five years will continue to be
a pivotal period for railway construction in China.
As railway construction was an important part of the
government’s 12 th )LYH<HDU 3ODQ ± for
national economic development, it is a realistic estimate
that the th )LYH<HDU SODQ ± is going to
extend China’s ‘golden age’ for railway building.

Concern
Foreign players in China’s railway manufacturing sector
face regulatory restrictions while participating in the
domestic railway market. By law, foreign enterprises
are only able to enter certain markets by offering
WHFKQRORJ\WUDQVIHUWRORFDOSDUWQHUVDQGWKLVVLJQL¿FDQW
market access barrier interrupts normal market forces,
invites unfair competition and results in less investment
in China’s rail sector.
Assessment
/LPLWHG PDUNHW DFFHVV UHPDLQV D PDMRU LVVXH IRU
foreign players participating in the Chinese market. For

The Merger of CSR and CNR
,QHDUO\&KLQD¶VVWDWHRZQHGWUDLQPDQXIDFWXULQJ
 &KHQ<DQJ1DWLRQDOUDLOLQYHVWPHQWWDUJHWIXO¿OOHGLQ,*OREDO7LPHVth
-DQXDU\YLHZHGrd-XO\KWWSZZZJOREDOWLPHVFQFRQWHQW
VKWPO!

 The Full Texts of the Third Plenum Decision &15FRP th 1RYHPEHU 
YLHZHGrd-XO\KWWSQHZVFQUFQQDWLYHJGWB
shtml (Chinese language)
 7KH7KLUG 3OHQXP RI WKH th National Congress of the Communist Party of
&KLQD &HQWUDO &RPPLWWHH ZDV KHOG LQ 1RYHPEHU  DQG FRQFOXGHG ZLWK D
decision laying out new economic and policy initiatives – the Decision.
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SXWDUHFRUGNPRIQHZUDLOZD\VLQWRRSHUDWLRQ
,Q )HEUXDU\  WKH &5 DQQRXQFHG WKDW LW ZRXOG

WKLV SRRUO\PDQDJHG DQG KLJKO\ LQHIILFLHQW VHFWRU

Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

Status

/LPLWHG PDUNHW DFFHVV UHPDLQV D PDMRU LVVXH IRU
/HW WKH PDUNHW SOD\ D GHFLVLYH UROH LQ

foreign players in the Chinese railway industry. No

allocating resources.

foreign entity is allowed to bid directly for a project in
rolling stock or signalling segments.
China has identified railway equipment—especially

The government should encourage
healthy competition on the market.

KLJKVSHHG UDLO HTXLSPHQW²DV D VWUDWHJLF HPHUJLQJ
industry, which means that the government will
FRQWLQXHWRVXSSRUWWKHGHYHORSPHQWRIVWDWHRZQHG
national champions in the field of railway equipment
manufacturing.

Section Three: Trade in Goods

Foreign players in the rail industry are often not given
Create a fair and transparent regulatory
environment.

the opportunity to comment on drafts of standards and
specifications, which may lead to entry barriers and
unfair competition.

markets related to mainline rail business, no foreign
entity is allowed to bid directly for a project in rolling

Furthermore, the Chinese Government has made
several statements regarding the opening up of the

stock or signalling segments. For certain markets that

railway market to private capital, using either the
terms minjian ziben or shehui ziben, which is usually

are partially open, such as the market for signalling
systems, foreign enterprises are forced to relinquish
proprietary information before any contract is signed.

translated as ‘private capital’. This also indicates that
the government treats domestic capital preferentially.

In some cases, bidding processes are only open to
tenders from either local enterprises or joint ventures
-9V  ZLWK D IRUHLJQ VKDUH RI OHVV WKDQ  SHU FHQW
For the market of urban rail, the regulatory system

Recommendations
 Allow foreign companies to compete as local players in the
market by lifting all restrictions and letting market forces

also restricts foreign companies from bidding directly
for rolling stock and signalling business, some even

drive competition.
 Revise the NDRC’s localisation policy to foster innovation,
improve technology, project execution, quality and safety

SUHYHQWHG6LQRIRUHLJQ-9VIURPREWDLQLQJDOLFHQFHRU
TXDOL¿FDWLRQWRELG

in the railway industry.

In addition, the criteria for bidding participation are
RIWHQULJLGO\GH¿QHGDQGGRQRWDOORZIRUDQ\ÀH[LELOLW\
among different entities of a foreign enterprise. 6 The

2. Improve Transparency in the Standardisation
DQG6SHFL¿FDWLRQ3URFHVV

rigid requirements for bidding largely prevent foreign
companies from allocating resources in different
HQWLWLHV VXFK DV LQ D ZKROO\ IRUHLJQRZQHG HQWHUSULVH

Concern
Foreign players in the rail industry are often not given
the opportunity to comment on drafts of standards and

:)2( RUD-9,QWHUPVRIPDLQWHQDQFHRYHUKDXODQG
after sales service facilities, there is a clear indication

specifications, which may lead to entry barriers and
unfair competition.

through various tendering documents that Chinese
companies should hold a majority stake in those
companies.

Assessment
In order for both foreign and domestic players to
provide compatible products and services to Chinese

6 For instance the traction package, Train Control and Monitoring System (TCMS)
and bogie capability are to be held by a local rolling stock manufacturer.

254

Rail Working Group

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

2015/2016

customers, foreign players should be given more

progress for the whole industry. Given their nature of

opportunities to get involved in drafting regulations on
VSHFL¿FDWLRQDQGVWDQGDUGLVDWLRQ

ÀH[LELOLW\DQGVSHFLDOLVHGH[SHUWLVHWKHVH60(VIRVWHU
innovation quickly and provide necessary products
and services for large rail companies. Such companies

,Q$SULO  WKH 6WDWH &RXQFLO /HJLVODWLYH$IIDLUV

are normally active in multiple industrial sectors, which

2IILFH 6&/$2  LVVXHG SURYLVLRQDO PHDVXUHV ZKLFK
were intended to streamline the consultation process

HQDEOHV WKHP WR LQWURGXFH EHVW SUDFWLFHV DQG FXWWLQJ

for draft legislation and regulations. According to these

healthy development of the rail industry, China needs

measures, public consultation for draft regulations
VKRXOG QRW EH OHVV WKDQ  GD\V  The Rail Working

the participation of SMEs. However, a successful

edge technologies from other industries. To ensure the

LQWHJUDWLRQRI60(VLVQRWSRVVLEOHZLWKRXWVXI¿FLHQW,35
protection because most SMEs’ business is intellectual

the railway industry legislative process so that foreign

SURSHUW\EDVHG2EYLRXVO\&KLQD¶VFXUUHQWUHJXODWLRQV

players can have a voice in the development of relevant
policies and regulations.

on forced technology transfer do not encourage SMEs
to invest in China.

Recommendation

Recommendations

 Allow all companies legally registered in China to
participate as members in all relevant technical

 Protect IPR in order to encourage investment in the
railway sector.

committees and working groups to get involved in the

 Improve the railway supply chain by encouraging

formulation process of national and industry standards.

investment from SMEs.

 Increase transparency in the standardisation formulation
process, especially for the formulation of industrial
standards.

Abbreviations
CNR

3. Improve the Rail Industry Supply Chain
Through Further Protection of Intellectual
Property Rights (IPR)
Concern
Poor enforcement of intellectual property rights (IPR)
protection discourages technological innovation in
the rail industry, especially from specialised small and
PHGLXPVL]HG HQWHUSULVHV 60(V  HQKDQFLQJ ,35
protection can incentivise SMEs’ participation and
innovation.
Assessment
China’s regulatory environment, which lacks enforcement
of IPR, has resulted in companies’ hesitance to bring their
latest technology to China. These IPR concerns from

China Northern Railway

CR

China Railway Corporation

&55& 
CSR

&KLQD5DLO5ROOLQJ6WRFN&R/WG
China Southern Railway

+65
IPR
-9

+LJK6SHHG5DLO
Intellectual Property Rights
-RLQW9HQWXUH




MOR
MOT
NDRC

Ministry of Railways
Ministry of Transport
National Development and Reform

6&/$2

Commission
6WDWH&RXQFLO/HJLVODWLYH$IIDLUV2I¿FH

60(
SRA
TCMS

6PDOODQG0HGLXP6L]HG(QWHUSULVH
State Railway Administration
Train Control and Monitoring System



:)2( 

:KROO\)RUHLJQ2ZQHG(QWHUSULVH

foreign players can affect project execution and safety and
therefore undermine the partnerships between foreign and
Chinese companies.
,Q WKH UDLO LQGXVWU\ VXSSO\ FKDLQEDVHG 60(V DUH
usually the ones that drive innovation and technological
 2SLQLRQVRIWKH6WDWH&RXQFLO/HJLVODWLYH$IIDLUV2I¿FHRQ6ROLFLWLQJ&RPPHQWV
RQ 'UDIW /HJLVODWLRQ DQG 5HJXODWLRQV /HJLVODWLYH$IIDLUV 2IILFH RI WKH 6WDWH
&RXQFLOth$SULOYLHZHGth-XQHKWWSZZZFKLQDODZJRYFQ
DUWLFOHFD]MJJVKWPO! &KLQHVHODQJXDJH
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Group advises that these rules should be applied to

Renewable Energy Sub-Working Group

Key Recommendations
1. Increase Transparency and Promote a Level Playing Field for Both Domestic
and International Companies in the Renewable Energy Sector in China
 Increase transparency in the project design and approval process since authority has been
given to the provincial and municipal level.
 Encourage higher transparency in terms of the performance of operating wind farms, operating
VRODUSKRWRYROWDLF 39 IDUPVDQGGLVWULEXWHGJHQHUDWLRQ '* VRODU39V\VWHPVE\HQIRUFLQJD
XQL¿HGUHSRUWLQJVWDQGDUGRQWHFKQLFDODYDLODELOLW\
 ,QFUHDVHWKHIRFXVRQEHVWSUDFWLFHVLQWHUPVRIRSHUDWLRQDQGPDLQWHQDQFH 2 0 
 3URPRWHDWUDQVSDUHQWELGGLQJV\VWHPWKDWLQFOXGHVORQJWHUP FRVWFULWHULDVXFKDVOLIHF\FOH

Section Three: Trade in Goods

costs and the cost of energy in the evaluation of bids.

2. Encourage Policies that Allow for Increased Supply and Demand Flexibility
in the Wind Sector
 (QVXUHDFRRUGLQDWHGGHYHORSPHQWEHWZHHQJULGH[SDQVLRQDQGZLQGHQHUJ\FDSDFLW\EXLOGRXW
 Implement better forecasting of electricity generation from wind and incentivise wind power plant
(WPP) owners and grid companies to utilise such features.

3. Steer China’s Solar PV Market Momentum Towards Healthy and Sustainable
Development
 (VWDEOLVK DQ LQGHSHQGHQW WKLUGSDUW\ LQVSHFWLRQ DFFHSWDQFH YHULILFDWLRQ DQG PRQLWRULQJ
VFKHPHWRHQVXUHWKHGHSOR\PHQWRIKLJKTXDOLW\FRPSRQHQWVWKXVDFKLHYLQJORQJODVWLQJKLJK
performing systems.
 (VWDEOLVK D ILQHWXQHG IHHGLQWDULII ),7 EDVHG VXSSRUW VFKHPH IRU VRODU 39 LQVWDOODWLRQV
UHIOHFWLQJ GLIIHUHQW WHFKQRORJLHV HJ PXOWLFU\VWDOOLQH WKLQ ILOP FRQFHQWUDWLQJ VRODU 39
applications and possibly system sizes.
 3URYLGH FODULILFDWLRQ UHJDUGLQJ IXWXUH UHJXODWLRQV FRQFHUQLQJ WKH  SHU FHQW YDOXHDGGHG WD[
9$7 UHEDWHDQGDQQXDO),7DGMXVWPHQWVXQWLO
 Introduce legislation allowing a faster market penetration in the residential sector, e.g. in the
JUHHQEXLOGLQJVHFWRUWRKDYHPDQGDWRU\EXLOGLQJUHTXLUHPHQWVHQVXULQJWKDWVRODU39V\VWHPV
can be installed.
 Promote a business environment allowing a faster deployment of electrical energy storage
V\VWHPVLQFRPELQDWLRQZLWKVRODU39SDUWLFXODUO\LQWKHLQGXVWULDODQGFRPPHUFLDOVHFWRUHJWR
UHSODFHGLHVHOJHQHUDWRUVXVHGDVEDFNXSV\VWHPVE\IDFWRULHV

4. Support the Introduction of Biomass Technology Solutions into the Chinese
Market
 Support the development of modern biomass energy technologies, such as biogas produced
from wet and dry anaerobic digestion, pellet heating systems, composting and the production of
OLTXLGELRIXHOVDQGSXUL¿FDWLRQRIELRORJLFDOFRPSUHVVHGQDWXUDOJDV

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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 Support the development of a comprehensive centralised monitoring centre to assess the actual
biogas production of the individual plants and make monitoring a precondition to receive a public
output subsidy.
 Promote biomass technology as a serious alternative solution to the use of coal in the heating
VHFWRUE\SDUWLFXODUO\GHYHORSLQJDUDWLRQDOLVHGORFDOKHDWVXSSO\SURJUDPPHLQFOXGLQJVSHFL¿F
SODQVIRUWKHGHYHORSPHQWRIHI¿FLHQW&RPELQHG+HDWDQG3RZHU &+3 DQG&RPELQHG&RROLQJ
Heat and Power (CCHP) projects.
 (VWDEOLVKDQDWLRQDOSRZHUPDUNHWWRFUHDWHLQFHQWLYHVIRUÀH[LEOHRSHUDWLRQDQGWRVHWVSHFL¿F
WDUJHWVIRUWKHXVHRIELRPDVVEDVHGHQHUJ\LQWKHWUDQVSRUWDWLRQDQGPDQXIDFWXULQJVHFWRUV

Introduction to the Working Group
7KH 5HQHZDEOH (QHUJ\ :RUNLQJ *URXS LV D VXE
working group of the Energy Working Group. It was

companies. The working group is primarily composed
of renewable energy equipment manufacturers and
developers and is very active in engaging Chinese and
European officials on policies and regulations in the
¿HOGRIUHQHZDEOHHQHUJ\
2WKHUHQHUJ\UHODWHGLVVXHVDUHGHDOWZLWKLQWKHEnergy
Position Paper and the 6PDUW*ULG3RVLWLRQ3DSHU.

Recent Developments
2Qth1RYHPEHUWKH6WDWH&RXQFLOUHOHDVHGLWV
National Action Plan for Energy Strategy Development
±. ,W VWDWHV WKDW E\  &KLQD ZLOO FDS LWV

VKDUHRIFRDOIURPWKHFXUUHQWOHYHORISHUFHQWWR
SHUFHQWE\
China outlined the th)LYH<HDU3ODQ )<3 RQHQHUJ\
It says that its total wind power installed capacity will
UHDFK  JLJDZDWWV *:  E\  ZKLFK LV WZLFH DV
high as the 12th)<3 period's level.
Moreover, the wind power price will be the same as
WKH RQJULG SULFH RI WKHUPDO SRZHU E\  DQG WKH
solar power price will be the same as the grid retail
price by then. Finally, the government's subsidies to the
renewable energy industry are likely to be abolished in
WKHSHULRG–

annual primary energy consumption at an amount

2Qrd0DUFKWKH1DWLRQDO(QHUJ\$GPLQLVWUDWLRQ
(NEA) released the Notice on Promoting Adaptation to the
*ULGRI1HZ:LQG3RZHULQ.6 The notice requires,

HTXLYDOHQW WR  ELOOLRQ WRQQHV RI VWDQGDUG FRDO7KLV
means that energy usage in China must grow by only

among other things, that related administrations should
attach great importance to the adaptation of the grid

 SHU FHQW RU OHVV HDFK \HDU IURP QRZ XQWLO  
The plan also includes a goal to cap total coal use at
DSSUR[LPDWHO\ELOOLRQWRQQHVE\ZKLFKLPSOLHV

to new wind power, promote the development of the
grid to incorporate new wind power in central, east and

WKDW&KLQDFDQLQFUHDVHLWFRDOXVDJHE\DURXQGSHU
FHQWIURPOHYHOV
In terms of clean energy in its total energy mix, the
State Council aims at raising the current percentage of
 (QHUJ\ 'HYHORSPHQW 6WUDWHJ\ $FWLRQ 3ODQ  , State Council,
 th 1RYHPEHU  YLHZHG th 0D\  KWWSZZZJRYFQ]KHQJFH
FRQWHQWFRQWHQWBKWP!
 In New Plan, China Eyes 2020 Energy Cap, 7KH'LSORPDWth1RYHPEHU
YLHZHG th -XQH  KWWSWKHGLSORPDWFRPLQQHZSODQFKLQD
H\HVHQHUJ\FDS!
 Ibid

south China, and actively develop markets where wind
SRZHUFRXOGEHXVHGHI¿FLHQWO\
2Q th 0DUFK  WKH 6WDWH &RXQFLO UHOHDVHG WKH
2SLQLRQV RQ 'HHSHQLQJ WKH 5HIRUP RI WKH (OHFWULFLW\

 Ibid
 1DWLRQDO &OLPDWH &KDQJH 3ODQ   1'5&  th September,
 YLHZHG  th 0D\  KWWSZZZVGSFJRYFQ]FIE]FIEW]
WBKWPO!
6 1RWLFH RQ 3URPRWLQJ$GDSWDWLRQ WR WKH *ULG RI 1HZ :LQG 3RZHU LQ ,
1($  rd 0DUFK  YLHZHG  st 0D\  KWWS]I[[JNQHDJRYFQ
DXWRWBKWP!
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IRUPHGLQWRUHVSRQGWRWKHUDSLGO\FKDQJLQJSROLF\
and business environment affecting renewable energy

SHUFHQWWRSHUFHQWE\DQGWRSHUFHQW
E\ The plan also seeks to reduce China’s overall

System.  It contains new policy suggestions for
deepening reform of the electricity market. The
document outlines aims to increase the proportion

NLORZDWWV N: E\WKHHQGRI
 2Qth$SULOWKH1($LVVXHGWKHNotice on the
'HPRQVWUDWLRQ RI WKH &OHDQ +HDWLQJ 6\VWHP 8VLQJ

of electricity generated from renewable energy and

Renewable Energy in Beijing. With this plan the

distributed energy (DE) in the electricity supply system.

Beijing Municipal Government seeks to promote the

It also seeks to support the generators of renewable
energy to connect them to the grid.

adjustment of the energy and heating structure, and

2Q 6HSWHPEHUWKH1($SXEOLVKHGWKHNotice
DERXW )XUWKHU ,PSOHPHQWDWLRQ RI 5HODWLYH 3ROLFLHV
RQ 'LVWULEXWHG 6RODU 39 3RZHU *HQHUDWLRQ.  It is a
nd

comprehensive policy designed to allow the accelerated
GHSOR\PHQW RI GLVWULEXWHG VRODU SKRWRYROWDLF 39 
systems.

Section Three: Trade in Goods

2Q  th  )HEUXDU\  WKH 1($ UHOHDVHG WKH
1RWLILFDWLRQ RQ WKH 7DUJHW IRU 1HZO\ &RQVWUXFWHG 39
*HQHUDWLRQ&DSDFLW\LQ. The NEA set an annual

explore ways to implement a demonstration of the
clean heating system utilising renewable energy.
 2Qst'HFHPEHUWKH1DWLRQDO'HYHORSPHQW
and Reform Commission (NDRC) issued the
6LJQL¿FDQW5HVRXUFHV5HF\FOLQJ3URMHFW 7HFKQRORJ\
Promotion and Equipment Industry) Plan. This plan
states the intention to accelerate the development of
the resources recycling industry.
 2Q  th  1RYHPEHU  WKH 1($ LVVXHG WKH
Biodiesel Industry Development Policy. The policy

VRODU 39 WDUJHW GHPRQVWUDWLQJ D JUHDWHU VHQVH RI

aims to support the development of the biodiesel
industry in order to improve air quality and the
environment, and to increase the proportion of clean

directing the overall domestic market development.

fuels applications.

,Q DGGLWLRQ WR DQ DQQXDO WDUJHW RI  *: VSOLW LQWR 
*:RIGLVWULEXWHG39DQG*:RIXWLOLW\VFDOH39HDFK
SURYLQFHKDVUHFHLYHGDVSHFL¿FDQQXDOTXRWDIRUERWK

Negotiations on the EU-China Comprehensive

GLVWULEXWHGDQGXWLOLW\VFDOH39

Working Group would like to emphasise the need to
increase transparency and create a level playing field

During the past year, several new laws and regulations

for both domestic and international companies in the

KDYHEHHQDSSURYHGUHÀHFWLQJWKHJRYHUQPHQW¶VGHVLUH

renewable energy sector in China.

to push for the further development of the biomass
VHFWRU
  2Q  st$SULO  WKH 1($ LVVXHG WKH Biomass
7KHUPDO&ROXPQ&LUFXODU(FRQRP\3URPRWLRQ
Plan.7KH SODQ IRUHVHHV WKH GHYHORSPHQW RI 
ODUJHVFDOH DGYDQFHG ELRPDVV ERLOHU KHDWLQJ
SURMHFWV WR UHSODFH FRDOILUHG ERLOHU KHDWLQJ
Moreover, it encourages the implementation of
cogeneration transformation of conventional biomass

Agreement on Investment (CAI)
5HJDUGLQJ WKH (8&KLQD &$, WKH 5HQHZDEOH (QHUJ\

Key Recommendations
1. Increase Transparency and Promote a
Level Playing Field for Both Domestic and
International Companies in the Renewable
Energy Sector in China
Concern
Although the Chinese Government has approved

cogeneration units with a capacity of over one million

a series of regulations reflecting a desire to further
promote the development of renewable energy, those

 2SLQLRQV RQ 'HHSHQLQJ WKH 5HIRUP RI WKH (OHFWULFLW\ 6\VWHP, State Council,
 th 0DUFK  YLHZHG  th 0D\  KWWSZZZFKLQDVPDUWJULGFRP

measures primarily support the development of Chinese
companies and technologies.

FQQHZVVKWPO"XWPBVRXUFH $]XUH&OHDQWHFK8SGDWH X
WPBFDPSDLJQ EGIE$]XUHB&KLQDB&OHDQWHFKB8SGDWHBB XWPB
PHGLXP HPDLO XWPBWHUP BEFFFFEGIE!
 1RWLFHDERXW)XUWKHU,PSOHPHQWDWLRQRI5HODWLYH3ROLFLHVRQ'LVWULEXWHG6RODU39
3RZHU*HQHUDWLRQ1($nd6HSWHPEHUYLHZHGth0D\KWWS
]I[[JNQHDJRYFQDXWRWBKWP!
 &KLQD V  7DUJHW IRU 1HZO\ &RQVWUXFWHG 39 *HQHUDWLRQ &DSDFLW\ 6HWV DV
*:6WDWH*ULG&RUSRUDWLRQRI&KLQDth)HEUXDU\YLHZHGth May,
 KWWSZZZVJFFFRPFQ\ZOPPHGLDFHQWHULQGXVWU\QHZV
VKWPO!
 %LRPDVV 7KHUPDO &ROXPQ  &LUFXODU (FRQRP\ 3URPRWLRQ 3ODQ 1($ st
$SULO  YLHZHG RQ  th 0D\  KWWSZZZQHDJRYFQ
FBKWP!
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 1RWLFH RQ WKH 'HPRQVWUDWLRQ RI WKH &OHDQ +HDWLQJ 6\VWHP 8VLQJ 5HQHZDEOH
Energy in Beijing 1($ th$SULO  YLHZHG th 0D\  KWWS]I[[JN
QHDJRYFQDXWRWBKWP!
 6LJQL¿FDQW5HVRXUFHV5HF\FOLQJ3URMHFW 7HFKQRORJ\3URPRWLRQDQG(TXLSPHQW
Industry) Plan1'5&st'HFHPEHUYLHZHGth0D\KWWSZZZ
VGSFJRYFQJ]GWWBKWPO!
 Biodiesel Industry Development Policy1($th1RYHPEHUYLHZHGth
0D\KWWS]I[[JNQHDJRYFQDXWRWBKWP!
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Third Plenum Reality Check
What did the Third Plenum’s Decision14
say?

What is the reality?

Status

Although the Chinese Government has approved
a series of regulations reflecting a desire to further
We must put in place a modern market

promote the development of renewable energy,

system in which enterprises enjoy

those measures primarily support the development of

independent management and fair

Chinese companies and technologies. Therefore, more

competition … products and factors
of production flow freely and are

transparency, particularly in the bidding system, and a

exchanged on an equal basis, strive

There is still a lot of potential in China in terms of biomass

to remove market barriers, and raise

development. But to allow European companies to

the efficiency and fairness of resource

contribute to China’s biomass development, a more
open and flexible national power market is needed to

allocation.

OHYHOSOD\LQJ¿HOGDUHQHHGHG

Assessment

TXDOLW\ VWDQGDUGV +LJKTXDOLW\ SURGXFWV HQVXUH

European companies in the renewable energy sector
could effectively support the Chinese economy thanks

sustainability and a higher return on investment
and lead to more confidence for both investors and

WR WKHLU ORQJ H[SHULHQFH DQG KLJKTXDOLW\ WHFKQLFDO

¿QDQFLHUVWKDQNVWRGUDPDWLFDOO\UHGXFHGPDLQWHQDQFH

solutions. However, they are being faced with multiple

operation and decommissioning costs.

difficulties in the development of their daily business.
The main problems are a lack of transparency in the
bidding system, a tendency to promote cheap Chinese
technologies and a lack of clear regulations.

There is currently a lack of performance transparency
among operating companies. Transparency is essential
because it allows all players to be able to invest in
the most efficient technologies, thus contributing to a

European companies are faced with many challenges

PDUNHWGULYHQ FRQVROLGDWLRQ RI WKH UHQHZDEOH HQHUJ\
sector.

in navigating China’s bidding system, in particular
at the local and provincial level. There is a lack of

Long-term approach

FOHDUO\GH¿QHGUHJXODWLRQVLQWHUPVRIVHOHFWLRQFULWHULD
and transparency of the project approval process.
Moreover, European companies have to deal with a

7KH&KLQHVH*RYHUQPHQWQHHGVWRVZLWFKIURPDFRVW
RULHQWHG DSSURDFK WR DQ HIILFLHQF\RULHQWHG DSSURDFK
7KHFXUUHQWWHQGHQF\WRLQYHVWLQWKHORZHVWLQLWLDOFRVW

lack of access to information regarding the introduction
RI QHZ SROLFLHV &RQVHTXHQWO\ IRUHLJQLQYHVWHG
HQWHUSULVHV ),(V DUHKDYLQJGLI¿FXOWLHVWU\LQJWREXLOGD

SURSRVHGSURMHFWDIIHFWVWKHORQJWHUPVXVWDLQDELOLW\RI
renewable energy generation in China. However, the
projects with the lowest capital expenditure (CAPEX)

sustainable business.

DUHQ¶W QHFHVVDULO\ WKH RQHV ZLWK WKH EHVW SULFH
SHUIRUPDQFHUDWLRV

Project approval process

Performance transparency
The Chinese Government is pursuing its goal of
encouraging local companies to carry out innovation.

In the Chinese market the local contractor usually
ends up choosing products at the lowest price to meet

But in general, technologies that do not meet the
highest efficiency standards have been introduced.
European companies are committed to the highest

budget targets. Consequently, European companies are
not able to compete in such an environment. A focus
RQ WKH ORQJWHUP VXVWDLQDELOLW\ RI SURMHFWV ZRXOG EH

7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision.

KLJKO\EHQH¿FLDOWRWKHVXVWDLQDEOHGHYHORSPHQWRIWKH
renewable energy sector. This would ensure that the

Renewable Energy Sub-Working Group
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help European companies overcome barriers in terms of
permits, licensing and regulatory issues.

PRVWHI¿FLHQWDQGLQQRYDWLYHVROXWLRQVSUHYDLO

development and market mechanisms do not go hand
in hand to ensure solutions are available and proper

Recommendations

incentives are in place to implement those solutions.

 Increase transparency in the project design and

7KHUHIRUHDGGUHVVLQJWKHOHYHORIÀH[LELOLW\LQWKHSRZHU

approval process since authority has been given to

system is the ultimate cure for solving curtailment of

the provincial and municipal level.

wind energy.

 Encourage higher transparency in terms of the
performance of operating wind farms, operating solar

Competition with thermal power

39IDUPVDQG'*VRODU39V\VWHPVE\HQIRUFLQJD
XQL¿HGUHSRUWLQJVWDQGDUGRQWHFKQLFDODYDLODELOLW\

Over the past few years, approval of new wind projects
in the three northern regions—Northwest, North Central,

 Increase the focus on best practices in terms of

and Northeast China—have either been suspended

2 0

or considerably reduced due to heavy curtailment of

 Promote a transparent bidding system that includes

HOHFWULFLW\ JHQHUDWHG E\ WKH DOUHDG\H[LVWLQJ LQVWDOOHG

ORQJWHUP FRVW FULWHULD VXFK DV OLIHF\FOH FRVWV DQG

base. These three regions have been badly hit due to
VHYHUDOUHDVRQVWKH\UHTXLUHKHDWLQJGXULQJWKHZLQWHU

the cost of energy in the evaluation of bids.

Section Three: Trade in Goods

seasons, they have low and even declining electricity

2. Encourage Policies that Allow for Increased
Supply and Demand Flexibility in the Wind
Sector
Concern
&KLQD KDV QRZ VXUSDVVHG WKH  *LJDZDWW *: 
mark in terms of total installed wind capacity and thus
boasts the world's undisputed largest fleet of wind

consumption and yet they have very good wind
resources.
Moreover, wind power is competing with thermal power
generation for access to the grid. The problem is that
wind energy is only being absorbed by the grid when
the thermal power supply falls short. This reduces the
role of wind energy to JDS¿OOHU.

turbines. However, independent analyses have shown
that the utilisation rate and electricity generated by the
cumulative installed base still lags behind, mainly due

Ultra-high voltage transmission capacity

to a lack of proper grid integration.

that the generated electricity from wind needs to

Assessment

EH WUDQVPLWWHG HOVHZKHUH :LWK XOWUDKLJK YROWDJH
transmission capacity being expanded, the transmission

Several factors contribute to the discrepancy between
China's installed wind capacity and the actual electricity

bottleneck issue, which has plagued the industry for
years, is seeing a solution. However, this capacity

generated that is fed into the grid for consumption. The
WKUHH SUHGRPLQDQW FDXVHV DUH SURGXFW TXDOLW\ 2 0
and grid integration. The latter is the most direct cause

expansion must keep pace with the growth of the
installed wind base. Otherwise the proportionate
amount of wind turbines that are not connected to the

of the absorption shortfall of wind in the overall energy
mix.

grid will increase, whereas the absolute amount of such
turbines will remain low.

6XFK VXERSWLPXP XWLOLVDWLRQ RI FDSLWDOLQWHQVLYH
assets represents an enormous loss for the Chinese

Predictability

Government, as the country is unable to reap the full
benefits of wind power. For industry players, this not
only leads to investments in inferior assets, but also

the course of the year. This also means predictable
electricity generation. Although wind energy is
intermittent, today’s technologies are able to predict

WR SXUFKDVLQJ EHKDYLRXU WKDW GRHV QRW VXSSRUW ORQJ
term, healthy and sustainable development of the wind
energy industry in China.

power production down to two hours ahead with very
little deviation. This gives wind power plant (WPP)
owners and grid companies the possibility to plan ahead

/RZ RU HYHQ GHFOLQLQJ HOHFWULFLW\ FRQVXPSWLRQ PHDQV

Good wind resources means consistent winds over

and adjust other generation sources.
Proper integration of renewable energy into the
JULG LV YLWDO WR HQVXUH V\VWHP VWDELOLW\ DQG ORQJ
term development. However, at present, technology
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Although a wealth of expertise is available among
European companies, countries and institutions,
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countless workshops and seminars have been held

QHZGH¿QLWLRQKHOSVWRVWLPXODWHGHPDQGLQWKLVPDUNHW

without a significant sign of progress or effective
initiatives over the past year.

segment. Further streamlining of application processes,
easier access to the grid, greater enforcement of policy
implementation and the fact that disbursement of FIT

Recommendations
 Ensure a coordinated development between grid

shall be settled on a monthly basis have also greatly
LPSURYHGWKHH[HFXWLRQRIGLVWULEXWHGVRODU39

H[SDQVLRQDQGZLQGHQHUJ\FDSDFLW\EXLOGRXW
 Implement better forecasting of electricity generation

In general, the NEA intends to seek a greater share

from wind and incentivise WPP owners and grid

of deployed solar systems to be installed closer to the

companies to utilise such features.

point of consumption. This could alleviate the need
WR UHO\ RQ ORQJGLVWDQFH WUDQVPLVVLRQ OLQHV DQG ZRXOG

3. Steer China’s Solar PV Market Momentum
Towards Healthy and Sustainable
Development

address the prevailing grid curtailment in various
provinces across western China.

The NEA set ambitious annual deployment targets
DLPLQJ DW DQ DSSUR[LPDWHO\  SHU FHQW LQFUHDVH RI
VRODU HQHUJ\ \HDURQ\HDU   *:   

attempt to ensure a greater level of quality during the
execution of projects. The Renewable Energy Working
Group welcomes the introduction of such a committee,

 *:   DQG   *:  ). Such targets not
only risk compromising the quality standards during

as it reflects the NEA's desire to ensure that only
systems of a high quality will be installed.

manufacturing, procurement of components, system
GHVLJQ FRQVWUXFWLRQ LQVWDOODWLRQ DQG 2 0 EXW
HYHQWXDOO\ SXW WKH RYHUDOO UHSXWDWLRQ RI VRODU 39

)XUWKHUPRUH RQ  th 0DUFK  WKH 0LQLVWU\ RI
Industry and Information Technology (MIIT) published

technology at stake if this technology underperforms
VLJQL¿FDQWO\RQFHGHSOR\HGLQWKH¿HOG

revised technical benchmarks for the upstream sector
in order to stimulate demand for further innovation.
This will lead to a greater consolidation of the upstream

Assessment
2YHU WKH FRXUVH RI  WKH 1($ LVVXHG D VHULHV RI
official notifications designed to further promote the

sector, because higher benchmarks mean that

ORFDO GHSOR\PHQW RI VRODU 39 DQG WR VXSSRUW D PRUH
KHDOWK\GHYHORSPHQWRIWKHHQWLUHVRODU39LQGXVWU\
The most prominent announcement was made early
6HSWHPEHU  ZKHQ WKH 1($ UHOHDVHG D SROLF\
XSGDWH IRU GLVWULEXWHG VRODU 39  Developers were
JLYHQ WKH RSSRUWXQLW\ WR FKRRVH D IHHGLQWDULII ),7 
SUHYLRXVO\VHWIRUXWLOLW\VFDOHJURXQGPRXQWV\VWHPV
$FFRUGLQJWRWKHVHQHZUHJXODWLRQVSURMHFWVRIXSWR
megawatts (MW) that comply with certain criteria are
considered as distributed, such as greenhouse projects,
fishponds, projects in wasteland or tidal areas. The

companies that do not perform up to these standards
will need to pull out of the sector.
Recommendations
 (VWDEOLVK DQ LQGHSHQGHQW WKLUGSDUW\ LQVSHFWLRQ
acceptance, verification and monitoring scheme to
HQVXUHWKHGHSOR\PHQWRIKLJKTXDOLW\FRPSRQHQWV
WKXVDFKLHYLQJORQJODVWLQJKLJKSHUIRUPLQJV\VWHPV
 (VWDEOLVKD¿QHWXQHG),7EDVHGVXSSRUWVFKHPHIRU
VRODU39LQVWDOODWLRQVUHÀHFWLQJGLIIHUHQWWHFKQRORJLHV
HJ PXOWLFU\VWDOOLQH WKLQ ILOP FRQFHQWUDWLQJ VRODU
39DSSOLFDWLRQVDQGSRVVLEO\V\VWHPVL]HV
 Provide clarification regarding future regulations
FRQFHUQLQJ WKH  SHU FHQW 9$7 UHEDWH DQG DQQXDO
),7DGMXVWPHQWVXQWLO

1DWLRQDO (QHUJ\ &RQIHUHQFH +HOG DQG (QHUJ\ 6HFUHWDU\ 0DGH D 5HSRUW,
6WDWH &RXQFLO th -DQXDU\  YLHZHG th 0D\   KWWSZZZJRYFQ
J]GWFRQWHQWBKWP!
1RWL¿FDWLRQRQ39&RQVWUXFWLRQ3ODQVLQ1($th-DQXDU\YLHZHG
th0D\KWWS]I[[JNQHDJRYFQDXWRWBKWP!
1RWL¿FDWLRQRQ39&RQVWUXFWLRQ3ODQVLQ1($th0DUFKYLHZHG
th0D\KWWS]I[[JNQHDJRYFQDXWRWBKWP!
1RWL¿FDWLRQRQ)XUWKHU,PSOHPHQWDWLRQRI'LVWULEXWHG391($ September,
 YLHZHG  th  0D\  KWWS]I[[JNQHDJRYFQDXWR
WBKWP!
nd

&HUWL¿FDWLRQDQG$FFUHGLWDWLRQ$GPLQLVWUDWLRQDQG1($6HW8SD-RLQW397HVWLQJ
DQG$FFUHGLWDWLRQ 7HFKQLFDO &RPPLWWHH &KLQD &HUWLILFDWLRQ DQG$FFUHGLWDWLRQ
Information Network th )HEUXDU\  YLHZHG th 0D\  KWWSZZZ
FDLWFQQHZVWS[ZWBVKWPO!
$QQRXQFHPHQW RI WKH 0LQLVWU\ RI ,QGXVWU\ DQG ,QIRUPDWLRQ 7HFKQRORJ\ µ39
manufacturing industry standard requirements (2015 version)’, Ministry of Industry
DQG,QIRUPDWLRQ7HFKQRORJ\th0DUFKYLHZHGth-XQHKWWSZZZ
PLLWJRYFQQQQQKWPO!
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Concern

2Q  th -DQXDU\  WKH 1($ VHW XS D &KLQD 39
Testing and Accreditation Technical Committee in an

 Introduce legislation allowing a faster market
penetration in the residential sector, e.g. in the
green building sector to have mandatory building

&KLQD &ODVVL¿FDWLRQ RI 6FDOH IRU %LRJDV  (QJLQHHULQJ
!P of fermented volume).

UHTXLUHPHQWVHQVXULQJWKDWVRODU39V\VWHPVFDQEH

A centralised monitoring centre to assess the actual

installed.

biogas production of the individual plants is still pending

 Promote a business environment allowing a faster
deployment of electrical energy storage systems

by the Chinese Government. The monitoring of the

LQ FRPELQDWLRQ ZLWK VRODU 39 SDUWLFXODUO\ LQ WKH

individual plants through the centralised monitoring
system should be the fundamental precondition for

industrial and commercial sector, e.g. to replace

receiving a public output subsidy.

GLHVHO JHQHUDWRUV XVHG DV EDFNXS V\VWHPV E\
factories.

7KHSURPRWLRQRIELRJDVDVDFURVVFXWWLQJWHFKQRORJ\

Section Three: Trade in Goods

in the agricultural value chain needs to be further

4. Support the Introduction of Biomass
Technology Solutions into the Chinese
Market

GHYHORSHGLQRUGHUWRVXSSRUWWKHDSSOLFDWLRQRIHIÀXHQW

Concern
There is still a lot of potential in China in terms
of biomass development. However, to allow the

Biomass sector

involvement of European companies in the sector, a
more open and flexible power market on the national

technology solutions instead of pushing for the

level is needed to help European companies overcome
barriers in terms of permits, licences and regulatory
issues.

biomass technologies are two to three times more
HI¿FLHQWWKDQWUDGLWLRQDOWHFKQLTXHV

as an organic fertiliser, and market incentives for local
farmers need to be developed.

Despite China’s considerable biomass potential, local
companies continue to focus on installing traditional
introduction of modern biomass technologies. Modern

Assessment
Market access barriers impede European companies’

Currently, the sector encounters many restraint
factors, such as the inconclusive biomass resources
distribution, the obstructed supply chain of raw

full access to the biomass sector. A more open and

materials, an immature market mechanism, imperfect

flexible market would allow European companies to
introduce advanced solutions, thus increasing local

laws and regulations as well as an unfriendly market
environment.

feedstock availability and improving the biomass
feedstock logistics industry.

(XURSHDQSOD\HUVGRQRWPDQDJHWR¿QGPDUNHWRSHQLQJV

It is fundamental to establish a national power market
to create incentives for flexibility and to set specific

to introduce technology solutions to implement smaller
DQGÀH[LEOHVFDOHELRPDVVSODQWVWKDWFRXOGKHOSWRIXOO\
exploit biomass energy flexibility and adaptability to

WDUJHWV IRU WKH XVH RI ELRPDVVEDVHG HQHUJ\ LQ WKH
manufacturing, heating and transportation sectors.

local market needs.
Heating sector

China has been developing an ambitious biogas

7KH VKDUH RI UHQHZDEOH HQHUJ\ FRXOG DPRXQW WR WZR
thirds in China’s heating sector. Biomass technology

SURJUDPPH IRFXVHG RQ LQWURGXFLQJ VPDOOVFDOH XQLWV
in farms involved in livestock production. However,
WKHIXWXUHWUHQGLVWRZDUGVODUJHVFDOHDSSOLFDWLRQVIRU

could be very useful in the introduction of efficient
VROXWLRQVIRUKHDWLQJWKHVSDFHZDWHUKHDWLQJSURFHVV
and cooling systems.

Biogas sector

centralised and industrial production.
7KH EHQHILWV RI ODUJHVFDOH DSSOLFDWLRQV KDYH EHHQ
widely accepted throughout the stakeholder landscape
and have been further institutionalised by the Chinese
Government in the most recent Agricultural Industry
6WDQGDUGV 1<7 RIWKH3HRSOH¶V5HSXEOLFRI
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Unfortunately, China is still focused on massively
exploiting the use of coal. Without a comprehensive and

$JULFXOWXUDO ,QGXVWU\ 6WDQGDUGV 1<7    RI WKH 3HRSOH¶V 5HSXEOLF RI
&KLQD&ODVVL¿FDWLRQRI6FDOHIRU%LRJDV(QJLQHHULQJ0LQLVWU\RI$JULFXOWXUHst
6HSWHPEHUYLHZHGnd-XQHKWWSZZZELRJDVFQ8S/RDG(GLWRU¿
OHBSGI!
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strategic approach, Combined Heat and Power (CHP),
Combined Cooling, Heat and Power (CCHP), heat
pump solutions and fry fermentation applications using
municipal waste cannot become reliable technology
solutions for the development of the Chinese district

2015/2016

solution to the use of coal in the heating sector by
particularly developing a rationalised local heat
supply programme, including specific plans for the
GHYHORSPHQWRIHI¿FLHQW&+3DQG&&+3SURMHFWV
 Establish a national power market to create

heating sector.

incentives for flexible operation and to set specific
WDUJHWV IRU WKH XVH RI ELRPDVVEDVHG HQHUJ\ LQ WKH

In the utilisation of municipal solid waste European

transportation and manufacturing sectors.

companies are not able to introduce effective technology
solutions that could overcome the low caloric value of
Chinese waste, introduce better processing equipment

Abbreviations

DQG¿QDOO\EULQJLQWHFKQRORJLHVWRFRQWURODLUHPLVVLRQV

CAI
CAPEX

Comprehensive Agreement on Investment
Capital Expenditure

CCHP
CHP

Combined Cooling, Heat and Power
Combined Heat and Power

DE

Distributed Energy

coming from incinerators. This is also due to pricing of
waste treatment services and the allocation of energy
UHFRYHU\EHQH¿WV
Transportation and industrial sectors
Even though the 12th)<3LQFOXGHVVSHFL¿FJXLGDQFHIRU
and industrial sectors, there is still room for further
improvement.
Despite the fact that the transportation sector
UHSUHVHQWVDPDMRUFDXVHRIDLUSROOXWLRQDGYDQFHGELR
fuels in China have not become a reality yet. Moreover,
most small biodiesel producers are not fully incentivised
to introduce the latest advanced technology solutions
GXHWRORZHU¿QDQFLDOVXSSRUWIHHGVWRFNFROOHFWLRQDQG
unstable price problems.




Distributed Generation
)HHGLQ7DULII
)LYH<HDU3ODQ

GW

Gigawatt

MIIT

Ministry of Industry and Information
Technology

MW

Megawatt
Nitrogen Dioxide

NO
NOx

Nitrogen Oxides

2 0
39




2SHUDWLRQDQG0DLQWHQDQFH
3KRWRYROWDLF

RE
9$7
WPP



Renewable Energy
9DOXH$GGHG7D[
Wind Power Plant

Today, China has the largest share of cement and steel
production in the world, even though those industries
require high levels of steam. Instead of coal, biomass
technology should be used in industrial CHP plants
and heaters to generate process heat, thus limiting
the harmful emissions of nitrogen dioxide (NO ) and
nitrogen oxides (NOx).
Recommendations
 Support the development of modern biomass energy
technologies, such as biogas produced from wet
and dry anaerobic digestion, pellet heating systems,
composting and the production of liquid biofuels and
SXUL¿FDWLRQRIELRORJLFDOFRPSUHVVHGQDWXUDOJDV
 Support the development of a comprehensive
centralised monitoring centre to assess the actual
biogas production of the individual plants and make
monitoring a precondition to receive a public output
subsidy.
 Promote biomass technology as a serious alternative

Renewable Energy Sub-Working Group
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HQHUJ\HI¿FLHQF\LPSURYHPHQWLQERWKWKHWUDQVSRUWDWLRQ

DG
),7
)<3

Smart Grid Sub-Working Group

Key Recommendations
1. Ensure a Fair Business Environment and Offer Non-Discriminatory Treatment
During the Project and Technology Bidding Process
 Ensure that all standards required for technology bidding are publicly available.
 Prevent China’s grid operators from discriminating against foreign suppliers by restricting them from
using required encryption algorithms.
 Ensure that effective and efficient standardisation processes exist and promote the development
of smart grid use cases and standards by involving all stakeholders (incumbents and potential new
market actors).
 Facilitate coordination of domestic and international standardisation work to drive down the costs
of smart grid deployment by promoting interoperability of smart grid components with the help of
Section Three: Trade in Goods

compatible interfaces, technical requirements and communication protocols.
 $OORZ(XURSHDQ¿UPVWRSDUWLFLSDWHLQWKH*XRELDR (GB) standards development committees so that
they can learn about and participate in the standards drafting process.

2. Encourage the Development of Distributed Energy Resources (DER) and
Promote Microgrids
 Increase the scope and depth of participation of European Union (EU) enterprises in the smart grid
SLORWSURMHFWVLQYROYLQJDOOFRPSRQHQWVGH¿QHGE\WKH1DWLRQDO(QHUJ\$GPLQLVWUDWLRQ 1($ 
 Promote the use and development of renewable energy sources and technologies for fully integrated
power heating, ventilation and air conditioning in buildings.
 (VWDEOLVK D UHJXODU V\VWHPDWLF 6LQR(8 6PDUW *ULG FRPPXQLFDWLRQ SODWIRUP ZKHUH (XURSHDQ
enterprises can share their experience in smart grid projects with the State Grid Corporation of China
(SGCC) and the China Southern Power Grid (CSG).

3. Create a Level Playing Field to Allow New Market Actors Access to Power
System Infrastructure and Information and Encourage the Establishment of
the Demand Response (DR) Service Market
 Actively engage European companies to participate in demand side management (DSM) pilots,
particularly with regard to implementing DR, supported by new pricing policies.
 Open the grid retail market to all capital and private investors in order to leverage the potential of new
DQGLQQRYDWLYHPDUNHWDFWRUVRIIHULQJVHUYLFHVDQGWHFKQRORJLHVWRHQDEOH'5 ORDGPDQDJHPHQW 
WKHDJJUHJDWHGPDQDJHPHQWRI'(5WKHDGMXVWPHQWRIHQGXVHU¶VHOHFWULFLW\FRQVXPSWLRQSDWWHUQVWR
IDFLOLWDWHHQHUJ\FRQVHUYDWLRQHI¿FLHQF\LPSURYHPHQWVDQGDGDSWLRQRIWKHWLPHRIXVHWRLQWHUPLWWHQW
supply.
 Allow European companies to play an active role in supporting new business models resulting from
transmission and distribution pricing pilots in Shenzhen, West Inner Mongolia, Anhui, Hubei, Ningxia
and Hunan.
 3URPRWHWKHGHYHORSPHQWRIDSODWIRUPIRUWKHQRQGLVFULPLQDWRU\PDQDJHPHQWRISRZHUV\VWHP
information, which allows eligible parties to access and use the data provided to develop and offer

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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innovative energy services and technologies.
 5HILQHWLPHRIXVHSULFLQJLQRUGHUWRVHWVXIILFLHQWLQFHQWLYHVIRULQYHVWPHQWVLQWKHVWDQGDUGVRODU
model (SSM), DSM, and energy storage (ES) for all categories of consumers (e.g. by means of large
GLIIHUHQFHVEHWZHHQSHDNDQGRIISHDNSULFHV 

4. Accelerate the Development of the ES Industry by Testing Subsidy Support
Programmes
 /LPLWWKHXVHRIµ¶µ¶DQGRWKHUGRPHVWLFLQQRYDWLRQSURJUDPPHVLQIXQGLQJ(6SLORWVDVWKLV
restricts foreign participation and severely limits the potential for international partnerships.
 7HVWVXEVLGLHVDQGSULFLQJPHFKDQLVPVWKDWVXSSRUWYLDEOHEXVLQHVVPRGHOVWKDWZLOOHQDEOHVLJQL¿FDQW
cost reductions through economies of scale.
 Establish stronger ties to international organisations currently developing ES standards in order to
LPSURYHFURVVERUGHUWUDGH
 Facilitate the publishing of results data of China’s initial ES demonstrations, in order to enable foreign
developers to share their experiences to help overcome issues.
Section Three: Trade in Goods

5. Develop Smart Cities Within the National New-type Urbanisation Plan (2014–
2020)
 ,GHQWLI\YLDEOH(8EXVLQHVVPRGHOVIRUVPDUWFLW\SURMHFWVWKDWFDQEHVFDOHGWR&KLQHVHFLWLHVLQDQ(8
China framework.
 (VWDEOLVKDQ(8&KLQDVPDUWFLW\SODWIRUPZKHUH(XURSHDQFRPSDQLHVFDQVKDUHWKHLUNQRZOHGJH
and show their best practices, and communicate on common smart city projects with relevant Chinese
stakeholders.
 Establish benchmarks and indicators, provide government support and set policy incentives to
facilitate the development of integrated smart city concepts, including strategies on renewable energy,
VPDUWJULGV(6HQHUJ\HI¿FLHQF\LQEXLOGLQJVZDWHUPDQDJHPHQWFOLPDWHFKDQJHDQGVXVWDLQDEOH
transportation.
 (QDEOHPDUNHWDFFHVVIRUSULYDWHVHFWRUSURYLGHUVDQGVXSSOLHUVDQGHQJDJHLQPXOWLOHYHOSDUWQHUVKLSV
under the umbrella of a local authority framework in a pilot city.
 (QDEOHMRLQWHIIRUWVLQVPDUWJULGDQGFLW\LQQRYDWLRQWKURXJKDQ(8&KLQDVPDUWFLW\ODE

Introduction to the Working Group
The Smart Grid  :RUNLQJ *URXS LV D 6XE:RUNLQJ
Group of the Energy Working Group. It was formed in
-DQXDU\WRKHOS(XURSHDQFRPSDQLHVUHVSRQGWR
the market growth and policy changes in China’s smart
grid sector. The working group is composed of power
6PDUWJULGWHFKQRORJLHVKDYHWKHSXUSRVHRILQWHJUDWLQJQHZHQHUJ\PDWHULDOV
and equipment as well as advanced technologies in information, automatic
control and energy storage for realising digital management, intelligent
GHFLVLRQPDNLQJDQGLQWHUDFWLYHWUDQVDFWLRQLQSRZHUJHQHUDWLRQWUDQVPLVVLRQ
distribution, consumption and storage. Furthermore, smart grid assets optimise
the resource allocation and satisfy the diverse needs of customers as well as
HQVXUH WKH VDIHW\ UHOLDELOLW\ DQG FRVWHIILFLHQF\ RI WKH SRZHU VXSSO\ )LQDOO\
the new technology—in the sense of smart technology—bridges the constraint
RIHQYLURQPHQWDOSURWHFWLRQDQGWKHGHYHORSPHQWRIWKHSRZHUPDUNHW<X<
<DQJ-DQG&KHQ%7KH6PDUW*ULGVLQ&KLQD±$5HYLHZ(QHUJLHVth May,
0'3,KWWSZZZPGSLFRPMRXUQDOHQHUJLHV

equipment manufacturers, information technology
solution developers, system integrators as well as
other important stakeholders. It has been proactively
HQJDJLQJ &KLQHVH DQG (XURSHDQ SROLF\PDNHUV RQ
policies, regulations and standards related to the
development of smart grids.
2WKHUHQHUJ\UHODWHGLVVXHVDUHGHDOWZLWKLQWKHEnergy
Position Paper and the Renewable Energy Position
Paper.

Recent Developments
The Smart Grid Working Group anticipated the smart
grid market to become one of the biggest commercial
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opportunities for companies in the years to come,

FRYHULQJZLQGIDUPVZLWKDSUHFLVLRQJUHDWHUWKDQ

particularly due to the drive towards more renewables
DQQRXQFHGRQst-DQXDU\LQWKH6WDWH&RXQFLO¶V
Notice on Printing the 12th )LYH<HDU 3ODQ )<3  IRU

SHUFHQW7RIXUWKHUVXSSRUWUHQHZDEOHHQHUJ\ 5( 
LQWHJUDWLRQWKH6*&&FDOOVIRUPRUHÀH[LEOHJHQHUDWLRQ



and greater adoption of demand side management

Energy Development. However, due to considerable

(DSM) measures. Correspondingly, the world’s largest

market access barriers and discriminatory treatment
during the project and technology bidding process,

grid operator also calls for the government to provide
stronger pricing support for load following generation

(XURSHDQFRPSDQLHVKDYHQRWEHHQDEOHWRIXOO\EHQH¿W

and DSM.

from China’s rapid smart grid development.

Section Three: Trade in Goods

2Q th 0DUFK  WKH 6WDWH &RXQFLO UHOHDVHG WKH
'RFXPHQW 2SLQLRQV RQ 'HHSHQLQJ WKH 5HIRUP RI WKH

2Q  $SULO  WKH 1DWLRQDO 'HYHORSPHQW DQG
Reform Commission (NDRC) released Accelerating the
5HIRUPRIWKH7UDQVPLVVLRQDQG'LVWULEXWLRQ(OHFWULFLW\

for deepening reform of the electricity market. The

Prices.  It aims at expanding the regional scope of

policy suggestions include several important goals. The

the transmission and distribution pricing reform pilots.
Following the development of pilots in Shenzhen and

government aims to allow multiple parties, including

the West Inner Mongolia Autonomous Region (IMAR)

water and gas utilities, energy services companies
(ESCOs) and generators to compete as electricity

th

grid, the four provinces of Anhui, Hubei, Ningxia, and
<XQQDQ ZLOO DOVR EHJLQ FRQGXFWLQJ WUDQVPLVVLRQ DQG
distribution pricing reform pilots. The rapid expansion

Electricity System.6 It contains new policy suggestions

industrial parks, social capital investment companies,

retailers. Moreover, it seeks to change the revenue

of this reform’s regional scope is believed to indicate a

model for China’s grid operators by setting transmission
and distribution prices based on cost and reasonable

strong commitment by the central government.

SUR¿WEDVLV

2Q  th  $SULO  WKH 1'5& DQG WKH 0LQLVWU\
of Finance (MOF) released Improving Electricity
Emergency Response Mechanism and Demand Side
Management City Pilots in China.  The policy calls

2Qst'HFHPEHUWKH1'5&UHOHDVHGDSULFLQJOLVW
for transmission and distribution services for the Shenzhen
SLORWIURP– This pilot is testing a very important
reform. By fixing transmission and distribution pricing,

for other pilot cities to incorporate best practices from

the NDRC is opening up opportunities for direct sales
between electricity consumers and generators.

Shanghai’s demand response (DR) pilot, which is the
¿UVWWRSURYLGHDQHFRQRPLFLQFHQWLYHIRUVKRUWWHUP'5
services.

In the 12 th )<3, the National Energy Administration
1($ SURSRVHGIRXULPSRUWDQWWDUJHWVIRUVPDUWJULGV

2Qnd$SULOWKH6WDWH*ULG&RUSRUDWLRQRI&KLQD
(SGCC) released the White Paper on Encouraging New
Energy Development introducing ways in which the grid

 Establish an information database of potential pilot
projects.
 'HWHUPLQHSLORWSURMHFWV

operator is working to better integrate wind and solar
resources.7KH6*&&H[SHFWVWRLQVWDOO*LJDZDWWV
*: RIUHQHZDEOHHQHUJ\SHU\HDUFRQQHFWLQJ*:

 Study the scope of application and standards of smart
grid technology.
 Explore effective economic compensation patterns and

RI VRODU DQG  *: RI ZLQG WR &KLQD¶V JULG E\ 
The SGCC claims to have built the world’s largest and
most comprehensive wind power forecasting network

investment recovery mechanisms.
Negotiations on the EU-China Comprehensive
Agreement on Investment (CAI)

 1RWLFH RQ 3ULQWLQJ WKH WK )<3 IRU (QHUJ\ 'HYHORSPHQW 6WDWH &RXQFLO st
-DQXDU\  YLHZHG th -XQH  KWWSZZZJRYFQ]ZJN
FRQWHQWBKWP!
$FFHOHUDWLQJWKH5HIRUPRIWKH7UDQVPLVVLRQDQG'LVWULEXWLRQ(OHFWULFLW\3ULFHV,
1'5&th$SULOYLHZHGth-XQHKWWSZZZQGUFJRYFQ[Z][
[ZIEWBKWP!
 Improving Electricity Emergency Response Mechanism and Demand Side
Management city pilots in China1'5&DQG02)th$SULOYLHZHGth June,
KWWSZZZQGUFJRYFQI]JJJ]MM\[]KGWWBKWPO!
White Paper on Encouraging New Energy Development6*&&nd$SULO
YLHZHG th -XQH KWWSZZZVJFFFRPFQ[Z][JV\Z
VKWPO!
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,QWHUPVRIWKHQHJRWLDWLRQVIRUWKH(8&KLQD&$,WKH
Smart Grid Working Group would like to emphasise the
IROORZLQJLVVXHV
6 2SLQLRQV RQ 'HHSHQLQJ WKH 5HIRUP RI WKH (OHFWULFLW\ 6\VWHP, State Council,
th 0DUFK  YLHZHG th -XQH KWWSZZZFKLQDVPDUWJULGFRPFQ
QHZVVKWPO!
 7KH1'5&¶V$SSURYDORIWKH7UDQVPLVVLRQDQG'LVWULEXWLRQ(OHFWULFLW\3ULFHVRI
6KHQ]KHQ(OHFWULFLW\&RUSRUDWLRQ1'5&st'HFHPEHUYLHZHGth May,
KWWSZZZVGSFJRYFQJ]GWWBKWPO!
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Third Plenum Reality Check
What did the Third Plenum’s
Decision8 say?

We must put in place a modern
market system in which
enterprises enjoy independent
management and fair competition,
… products and factors of
production flow freely and are

What is the reality?

Status

There is a strict control of foreign participation in the standardisation
SURFHVVDQGWKH6*&&KDVDKXJHLQÀXHQFHRQWKHVWDQGDUGVHWWLQJ
SURFHVV7KLVGLVFULPLQDWHVDJDLQVW(XURSHDQ¿UPVLQ&KLQD
Fair access to the development of the DR service market,
microgrids and integrative DER is needed.

exchanged on an equal basis,

New market actors can only succeed if the regulatory framework
HQVXUHVQRQGLVFULPLQDWRU\DFFHVVWRSRZHUV\VWHPLQIUDVWUXFWXUH

strive to remove market barriers,

and information, but this is currently lacking. Therefore, the

and raise the efficiency and

government should promote the development of a platform for the
QRQGLVFULPLQDWRU\PDQDJHPHQWRISRZHUV\VWHPLQIRUPDWLRQ

fairness of resource allocation.

supplied by the SGCC and the China Southern Power

the project and technology bidding process, in the

Grid Company (CSG) to ensure data security. The

development of microgrids and integrative DER, and in

SGCC and the CSG control who is eligible to use these

the access to China’s power system infrastructure and

encryption algorithms and can therefore decide which
¿UPVDUHDEOHWRSDUWLFLSDWHLQWKHPDUNHW

information.
 Fair access to the development of the DR service
market is needed.

Key Recommendations
1. Ensure a Fair Business Environment
and Offer Non-Discriminatory Treatment
During the Project and Technology
Bidding Process
Concern
Strict control of foreign participation in the standardisation
process, and the huge influence by the SGCC on the
VWDQGDUGVVHWWLQJSURFHVVKDYHVXSSRUWHGGLVFULPLQDWRU\
practices against European firms in China. These
discriminatory practices as well as the incompatibility
RI &KLQHVH DQG LQWHUQDWLRQDO VWDQGDUGV UHVWULFW FURVV
border trade and collaboration.

European firms have worked diligently to provide all
necessary documentation to use these algorithms, but
they have been refused for the last two years without
DQ\RI¿FLDOH[SODQDWLRQ0HDQZKLOH&KLQHVHVXSSOLHUV
do have access to encryption algorithms needed to
participate in the European market.
It is not clear whether the SGCC or the CSG are directly
restricting foreign company participation or if local
regulations regarding data security are causing this issue.
Since smart grid technology lies at the intersection of
information technology and power grid technology,
data security is a major issue. Encryption systems
help protect the grid from outside attacks and ensure
the authenticity of internal communications. Therefore,
(XURSHDQ¿UPVUHTXHVWGLUHFWDFWLRQLVWDNHQWROLPLWWKLV
discriminatory treatment.

Assessment

/ L P L W H G  W U D Q V S D U H Q F \  D Q G  D F F H V V L E L O L W \  L Q  W K H

European companies that offer smart meters and
monitoring and information collection systems have
been negatively impacted by discriminatory practices.

standardisation process remains an ongoing issue.
6SHFL¿FDOO\WHQGHUGRFXPHQWVSURYLGHGE\WKH6*&&

In order to sell systems that operate within the Chinese
grid, these vendors must use encryption algorithms
7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision.

list technical requirements and standards that are not
accessible to foreign companies. Without access to
these enterprise standards, foreign firms struggle to
meet bid requirements and are effectively excluded.

Smart Grid Sub-Working Group
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 Discriminatory barriers should be eliminated in

Another key challenge of smart grids is to integrate
its different components and ensure that they can
communicate with the help of information and

KLQGHU WKH GHSOR\PHQW RI VWDWHRIWKHDUW VPDUW JULG

communication technology (ICT). This is accomplished

technologies and increase the costs for smart grid

by developing a comprehensive set of supporting

development and integration of its components and

standards. The definition of common standards for
interfaces and communication protocols is therefore of

standardised interfaces and protocols. In addition,
the lack of exposure to international competition may

utmost importance in order to ensure interoperability

impede the ability of the domestic smart grid industry to

and a smooth exchange of information between

catch up with the latest global developments in smart
grid technologies and services.

the different elements of a smart grid. The costs
of connecting smart grid technologies through ICT
LQWHJUDWLRQFRVWV VLJQL¿FDQWO\DIIHFWVWKHRYHUDOOFRVWV

The Smart Grid Working Group hopes that China will

of deploying smart grid technologies and is thus one of

adopt existing smart grid international standards, and

the key success factors for smart grids.

define new standards in new domains in cooperation
with EU companies. This approach would be the best

Coordinating the Chinese smart grid standardisation

to build China’s smart grid standards while promoting

efforts with international standardisation work will

innovation, which both Chinese and EU companies
ZRXOGEHQH¿WIURP

LQFUHDVHWKHHI¿FLHQF\RIWKHRYHUDOOSURFHVVFRQWULEXWH
Section Three: Trade in Goods

creation of a fair competition. Restrictions provide a
disincentive to the efficient allocation of investments,

to the maturing of smart grid technologies, innovation
and business models and further drive down the costs
for deployment. While allowing European companies
to contribute to Chinese standardisation work and
vice versa, a coordinated approach to standardisation
may also help to avoid the misallocation of societal
UHVRXUFHVWKURXJKLQHI¿FLHQWLQYHVWPHQWVLQREVROHWHRU
inadequate technologies.

Recommendations
 Ensure that all standards required for technology
bidding are publicly available.
 Prevent China’s grid operators from discriminating
against foreign suppliers by restricting them from using
required encryption algorithms.
 Ensure that effective and efficient standardisation
processes exist and promote the development of

The work of the EU Smart Grid Coordination Group
6*&*  EDVHG RQ WKH (XURSHDQ 0DQGDWH 0 
with the intention of promoting the development of a

smart grid use cases and standards by involving all

XQLILHG DQG FRPPRQO\DFFHSWHG YLHZ RQ VPDUW JULGV
may serve as a reference point. According to the

 Facilitate the coordination between domestic and
international standardisation work to drive down

provisions and requirements of the National Standards
&RPPLVVLRQ IRUHLJQIXQGHG HQWHUSULVHV FDQ MRLQ WKH
Chinese standards committees or its working groups,

the costs of smart grid deployment by promoting
interoperability of smart grid components with the help
of compatible interfaces, technical requirements and

and participate in the standards drafting and voting.
However, in practice, under the leadership of the
SGCC and the CSG, its technical committee has not

communication protocols.
 Allow European firms to participate in the *XRELDR10
(GB) standards development committees so that

allowed any EU companies to participate in the drafting
of standards and technical regulations, and has only

they can learn about and participate in the standards
drafting process.

authorised them to participate as simple observers with
no voting rights.

stakeholders (incumbents and potential new market
actors).

2. Encourage the Development of DER and
Promote Microgrids

These restrictions have caused China's smart
grid standards to be largely unrecognised by the
international community, and have prevented the

Concern
European companies have been mainly excluded from

opening up of China's smart grid market as well as the

the development of microgrids and integrative DER in

 0DQGDWH0IRU6PDUW*ULG(XURSHDQ&RPPLVVLRQYLHZHGth June,
 KWWSHFHXURSDHXHQHUJ\JDVBHOHFWULFLW\VPDUWJULGVGRFBBB
PDQGDWHBPBHQSGI!
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Standardisation Administration of China (SAC), the Chinese National Committee
of the International Organisation for Standardisation (ISO) and the International
Electrotechnical Commission (IEC).
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China, even though they have proven experience in the

 Promote the use and development of renewable energy

development of smart grids and microgrids. Moreover,
current microgrid operation contradicts the existing

sources and technologies for fully integrated power
heating, ventilation and air conditioning in buildings.

&KLQHVH(OHFWULF3RZHU/DZ

 (VWDEOLVKDUHJXODUV\VWHPDWLF6LQR(86PDUW*ULG
communication platform where European enterprises

Assessment
2Q  th $SULO  WKH 1($ UHOHDVHG Matters on
6LPSOLI\LQJ /LFHQFH$SSOLFDWLRQ RI 3RZHU *HQHUDWLRQ

can share their experience in smart grid projects with

Related Business in the Electricity Industry.  This

3. Create a Level Playing Field to Allow
New Market Actors Access to Power
System Infrastructure and Information
and Encourage the Establishment of
the DR Service Market

enabled renewable energy power projects less than
six Megawatts (MW) to be able to connect to the grid
without obtaining a power generator licence.

the SGCC and the CSG.

Although the Chinese regulators released a number
RIHQDEOLQJSROLFLHVIRUGLVWULEXWHGJHQHUDWLRQLQ

Concern

supporting laws and regulations for microgrid and

Demand response is one of the best ways to control

distributed Combined Heat and Power (CHP) applications
DUH LQFRPSOHWH DQG VRPHWLPHV FRQWUDGLFWRU\ /RFDO
policies call for electricity trade between multiple sources

energy infrastructure costs and increase the electric

of generation and load. However, grid operators that
control electricity distribution resources do not provide

private and foreign players, supported by new pricing
policies.

grid’s ability to integrate more renewable energy.

access and supportive pricing regimes.
Following the design of the Shenzhen electricity market

Assessment
,Q  WKH 02) DQG WKH 1'5& FDUULHG IRUZDUG

reform pilot as well as recently released suggestions for
deepening electricity market reforms, the Smart Grid
Working Group would like to see more pilots with set

experimental DSM projects in different cities—Beijing,

GLVWULEXWLRQSULFHVWRHQDEOHPLFURJULGW\SHDSSOLFDWLRQV
that demonstrate the value of these systems. European

major step forward with the introduction of a payment

companies have considerable experience in this field

SURMHFW,Q$SULOWKH1'5&FDOOHGIRUWKLVSD\PHQW

and would like to play an active role in these pilots,
LGHDOO\WKURXJKD6LQR(XURSHDQ6PDUW*ULGFRRSHUDWLRQ

mechanism to be expanded to other regional DSM
pilot programmes. Despite having experience in this

platform.

market, European companies have not been invited to
participate in these early pilot projects.

Suzhou, Tangshan and Foshan—to a critical stage. In
WKHGHYHORSPHQWRI'5VHUYLFHVLQ&KLQDWRRND
mechanism for DR within the Shanghai DSM pilot

Recommendations
 Increase the scope and depth of participation of
European Union (EU) enterprises in the smart grid pilot
SURMHFWVLQYROYLQJDOOFRPSRQHQWVGH¿QHGE\WKH1($

New market actors can only succeed if the regulatory
IUDPHZRUN HQVXUHV QRQGLVFULPLQDWRU\ DFFHVV WR
power system infrastructure and information. Power

(OHFWULF 3RZHU /DZ RI WKH 35& 7KH &HQWUDO 3HRSOH¶V *RYHUQPHQW RI WKH
People’s Republic of Chinast$SULOYLHZHGth-XQHKWWSZZZ

system information and data are becoming increasingly
important and are a prerequisite for third parties (new

JRYFQ]W]OFRQWHQWBKWP!
0DWWHUV RQ 6LPSOLI\LQJ /LFHQFH$SSOLFDWLRQ RI 3RZHU *HQHUDWLRQ5HODWHG
Business in Electricity Industry1($YLHZHGth-XQHKWWSZZZ
JRYFQ[LQZHQFRQWHQWBKWP!
Next Steps Deepening Electricity Market Reform6WDWH&RXQFLOth$SULO
YLHZHG RQ th 0D\  KWWSZZZVGSFJRYFQI]JJJ]W]JJJJN[
WBKWPO!7KHVHSROLF\VXJJHVWLRQVZKLFKDUHQRW\HWRI¿FLDO
contain a number of important goals. They aim to change the revenue model
for China’s grid operators by setting transmission and distribution prices based
RQFRVWDQGUHDVRQDEOHSUR¿WEDVLV7KLVW\SHRIUHIRUPLVDOUHDG\XQGHUZD\LQ
Shenzhen and West Inner Mongolia. The government is seeking to allow multiple
parties—including industrial parks, social capital investment companies, water
and gas utilities, ESCOs and generators—to compete as electricity retailers.
This should unlock trading between generators and large electricity consumers
as well as open the door for microgrid and distributed energy business models.

market actors) to offer new and innovative products and
services. This does not mean that each established
or new market actor has access to all information, or
that information is even open to the public. Instead, it
means that each eligible market actor has equal and
fair access to the power system information relevant for
their business model. It is the role of the government
to promote the development of a platform for the
QRQGLVFULPLQDWRU\ PDQDJHPHQW RI SRZHU V\VWHP
information.

Smart Grid Sub-Working Group
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However, the market needs to allow greater access to

European companies started working on DR many
years ago, and through the improvement of DR
mechanisms were able to master services to tackle

development will not be able to bridge the gap between
the demonstration phase and the commercial phase. In
addition, foreign cooperation is significantly restricted

the growth of electricity demand, peak load balancing

E\GRPHVWLFLQQRYDWLRQIXQGLQJSURJUDPPHVµ¶DQG

and transmission and distribution issues. The DR

µ¶

pilot in Shanghai, which is testing a new DR pricing
mechanism, is an excellent platform for incorporating

Assessment

the experience of European market players, but no

China wants to raise its share of renewable energies,

European companies were actively invited to participate

DQG E\ OLQNLQJ ODUJHVFDOH (6 SURMHFWV WR UHQHZDEOH

in this project despite their considerable background in
WKLV¿HOG

installations, not only is a higher share of renewable
energies guaranteed, but grid stability issues can be
addressed and high costs for grid expansion avoided

Recommendations
 Actively engage European companies to participate
in DSM pilots, particularly with regard to implementing

The next stage of ES industry growth will require

DR, supported by new pricing policies.

repeatable business opportunities enabled by subsidies

 Open the grid retail market to all capital and private
investors in order to leverage the potential of new
Section Three: Trade in Goods

too.

DQG XQLTXHO\GHILQHG EXVLQHVV PRGHOV OLNH WKRVH
currently being offered by European governments.

and innovative market actors offering services and
WHFKQRORJLHVWRHQDEOH'5 ORDGPDQDJHPHQW WKH
aggregated management of DER; the adjustment of
HQGXVHU¶VHOHFWULFLW\FRQVXPSWLRQSDWWHUQVWRIDFLOLWDWH

Significant research—produced in coordination with
Chinese and international organisations—should

energy conservation; efficiency improvements; and

on market growth and forecast when commercial

adaption of the time of use to intermittent supply.

markets, not reliant on subsidies, will emerge. In this

be conducted to understand the impact of subsidies

 Allow European companies to play an active role
in supporting new business models resulting from
transmission and distribution pricing pilots in Shenzhen,

ZD\SROLF\PDNHUVZLOOXQGHUVWDQGKRZD¿[HGVKRUW
WHUP LQYHVWPHQW FDQ SURYLGH VLJQLILFDQW ORQJWHUP

West Inner Mongolia, Anhui, Hubei, Ningxia and

ES subsidies, and their participation will help create a

Hunan.
 Promote the development of a platform for the

VXEVLG\WKDWLVPRUHHFRQRPLFDOO\HI¿FLHQWDQGHDVLHUWR
implement. Moreover, the equal treatment of European

QRQGLVFULPLQDWRU\ PDQDJHPHQW RI SRZHU V\VWHP
information, which allows eligible parties to access and
use the data provided to develop and offer innovative

companies is important – Chinese companies receive
the same in European markets.

energy services and technologies.
 5HILQH WLPHRIXVH SULFLQJ LQ RUGHU WR VHW VXIILFLHQW

&XUUHQWO\IRUHLJQFRRSHUDWLRQLVVLJQL¿FDQWO\UHVWULFWHG
E\ GRPHVWLF LQQRYDWLRQ IXQGLQJ SURJUDPPHV µ¶

incentives for investments in SSM, DSM, and ES for
all categories of consumers (e.g. by means of large
GLIIHUHQFHVEHWZHHQSHDNDQGRIISHDNSULFHV 

DQG µ¶7KHUH DUH D QXPEHU RI (XURSHDQ (6 ILUPV
with innovative technology that fit well within the
&KLQHVHPDUNHWDQGKDYHWKHSRWHQWLDOWREHQH¿WIURP

4. Accelerate the Development of the ES
Industry by Testing Subsidy Support
Programmes
Concern
While there is a great potential for ES to facilitate
renewable energy integration and to avoid investment
in heavy polluting conventional power plants, ES
developers and system integrators currently face
D PDUNHW ZLWK IHZ GHYHORSPHQW SDWKZD\V ZLWKRXW
government support, most ES technologies under
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benefits. European companies have experience with

manufacturing and project development cooperation
with Chinese companies. The first step towards
establishing partnerships typically requires a reference
project in the Chinese market. However, European
¿UPVHYHQWKRVHFROODERUDWLQJZLWK&KLQHVH¿UPVDUH
7KH µ¶ DQG µ¶ DUH GRPHVWLF LQQRYDWLRQ SURJUDPPHV GHVLJQHG WR VXSSRUW
the development of domestic core intellectual property (IP). They were
VWDUWHG LQ 0DUFK  DQG 0DUFK  UHVSHFWLYHO\7KH µ¶ SURJUDPPH
IRFXVHVRQHDUO\VWDJHVFLHQWL¿FUHVHDUFKZKLOHWKHµ¶VXSSRUWVWHFKQRORJ\
demonstrations, enabling companies to bridge the research and development
5 '  DQG FRPPHUFLDO PDUNHW SKDVH *LYHQ WKHLU IRFXV RQ GRPHVWLF ,3
development, they necessarily exclude foreign participation. Serving as the main
funding source for energy technology development, they strongly restrict foreign
participation in developing technology markets, such as energy storage.

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

2015/2016

excluded due to the foreign origin of their technology.

of the plan calls for the promotion of new types of city

This supports discriminatory practices and prevents
FURVVERUGHULQQRYDWLRQ

construction, including green cities and smart cities.
The latter stresses the importance of new information
technologies, such as the internet of things (IoT), cloud

Beyond subsidy support, China’s ES market needs to

computing and big data. It also includes six areas

EHPRUHWUDQVSDUHQW5HVXOWVIURPWKH¿UVWSKDVHRIWKH
Zhangbei National Wind, Solar, and ES Demonstration

where such information technologies can make a

Project have not been released. Without this feedback,

GLIIHUHQFHWKHH[SDQVLRQRIEURDGEDQGFRQQHFWLYLW\WKH
computerisation of planning management, intelligent

ES developers cannot adapt their technology to better

infrastructure, making public services more convenient,

meet State Grid’s and customer expectations.

modernisation of industrial development and carrying
out social governance more meticulously.

Recommendations

restricts foreign participation and severely limits the

2Q  th  $XJXVW  WKH &KLQHVH *RYHUQPHQW
issued *XLGDQFH 5HJDUGLQJ 3URPRWLQJ WKH +HDOWK\
Development of Smart Cities,  which clarifies its

potential for international partnerships.

understanding of the concept of smart cities. It states

 /LPLW WKH XVH RI µ¶ µ¶ DQG RWKHU GRPHVWLF
innovation programmes in funding ES pilots as this

that under the guidance of the (local) government, the

YLDEOHEXVLQHVVPRGHOVWKDWZLOOHQDEOHVLJQL¿FDQWFRVW

market should play a decisive role in developing smart
cities. The *XLGDQFH document lists the following five

reductions through economies of scale.
 Establish stronger ties to international organisations
currently developing ES standards in order to improve
FURVVERUGHUWUDGH
 Facilitate the publishing of results data of China’s
initial ES demonstrations, in order to enable foreign
developers to share their experiences to help overcome
issues.

PDLQJRDOV
 0DNHSXEOLFVHUYLFHVPRUHFRQYHQLHQW
 0DNHXUEDQPDQDJHPHQWPRUHPHWLFXORXV
 0DNHWKHOLYLQJHQYLURQPHQWPRUHOLYHDEOH
 %XLOGLQWHOOLJHQWRUVPDUWLQIUDVWUXFWXUH
 (QVXUHVDIHJXDUGVDQGQHWZRUNVHFXULW\
&LWLHV FRQVXPH DURXQG  SHU FHQW RI WKH ZRUOG V

5. Develop Smart Cities Within the National
New-type Urbanisation Plan (2014–2020)

HQHUJ\ UHVRXUFHV DQG DFFRXQW IRU QHDUO\  SHU FHQW
of global greenhouse gas (GHG) emissions. In China,
energy consumption in buildings and infrastructure

Concern
China has already started several smart grid initiatives

DFFRXQWV IRU DSSUR[LPDWHO\  SHU FHQW RI WKH WRWDO
energy consumption.

in response to its urbanisation development and it also
calls for the development of smart cities. However,
China’s current smart city plans lack an integrative

The Smart Grid Working Group believes that the
FUHDWLRQ RI LQWHJUDWLYH VPDUW FLWLHV PRGHOV HQHUJ\

and holistic smart city concept that is scalable,
HQYLURQPHQWDOO\IULHQGO\UHVRXUFHHI¿FLHQWOLYHDEOHDQG
socially harmonious, and there are likely limits to the

HI¿FLHQWEXLOGLQJVKLJKO\HI¿FLHQWHQHUJ\V\VWHPVDQG
sustainable transport should form the pillars of a green
DQGORZFDUERQXUEDQLVDWLRQ

financial and human resources which city authorities
can use to promote the smart development of their

China should run the smart cities of the future by

cities.

using an energy subsidy principle and allow for better
institutions and incentives of smart city standards.

Assessment
According to the 1DWLRQDO1HZW\SH8UEDQLVDWLRQ3ODQ
± ,  LVVXHG E\ WKH 6WDWH &RXQFLO RQ  th
0DUFK  &KLQD DLPV WR KDYH DERXW  SHU FHQW

In the context of China´s rapid urbanisation, the pilot
construction of smart cities is considered as a vital
force to promote a new type of urbanisation in China.

RI LWV SRSXODWLRQ OLYLQJ LQ FLWLHV E\  &KDSWHU 

In addition to the smart city pilots established by the

1DWLRQDO1HZW\SH8UEDQLVDWLRQ3ODQ ± 6WDWH&RXQFLOSXEOLVKHGth
0DUFKYLHZHGth-XQHKWWSZZZJRYFQJRQJEDRFRQWHQW
FRQWHQWBKWP!

*XLGDQFH 5HJDUGLQJ 3URPRWLQJ WKH +HDOWK\ 'HYHORSPHQW RI 6PDUW &LWLHV,
1'5&  th$XJXVW  YLHZHG  th 0D\  KWWSZZZVGSFJRYFQ
J]GWWBKWPO!
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 Test subsidies and pricing mechanisms that support

0LQLVWU\ RI +RXVLQJ DQG 8UEDQ5XUDO 'HYHORSPHQW
02+85' &KLQDODXQFKHGQHZW\SHXUEDQLVDWLRQ
SLORW FLWLHV LQ  6XFK SLORW FLWLHV VKRXOG KDQGOH
pollution by ensuring decentralised solutions, close
alignment of demand and supply, smart grids and
metering, and a high percentage of renewable energy
and ES into the overall energy supply.
European companies have demonstrated integrated
smart city platforms, including intelligent traffic
solutions, green buildings, water management and
smart grid infrastructure. This could play a valuable role

CAI

Comprehensive Agreement on Investment

CHP

Combined Heat and Power

CSG

China Southern Power Grid Company

DER

Distributed Energy Resources

DSM

Demand Side Management

DR

Demand Response

EU
ES

European Union
Energy Storage

)<3



GB

)LYH<HDU3ODQ
*XRELDR

LQWKHGHYHORSPHQWRI&KLQD¶VVPDUWFLWLHVDQG¿WVZHOO
within China's 1DWLRQDO 1HZW\SH 8UEDQLVDWLRQ 3ODQ

GDP

Gross Domestic Product

GHG

± . The working group would like to facilitate

ICT
IEC

Greenhouse Gas
Information and Communication Technology
International Electrotechnical Commission

IP
IoT

Intellectual Property
Internet of Things

ISO

International Organisation for

WKH VKDULQJ RI EHVW SUDFWLFHV WKURXJK DQ (8&KLQD
cooperation framework and create market access for
European solution providers. However, EU companies
Section Three: Trade in Goods

Abbreviations

have experienced that the Chinese Government is
cautious about working with foreign companies for
¿QDQFLDODQGLQIRUPDWLRQVHFXULW\UHDVRQV
Recommendations
 Identify viable EU business models for smart city
SURMHFWVWKDWFDQEHVFDOHGWR&KLQHVHFLWLHVLQDQ(8
China framework.
 (VWDEOLVK DQ (8&KLQD VPDUW FLW\ SODWIRUP ZKHUH
European companies can share their knowledge
and show their best practices, and communicate on

Standardisation
MOF
02+85'

Development
MW

Megawatt

NEA
NDRC

National Energy Administration
National Development and Reform
Commission

5 '
SAC



common smart city projects with relevant Chinese
stakeholders.
 Establish benchmarks and indicators, provide
government support and set policy incentives to
facilitate the development of integrated smart city
concepts, including strategies on renewable energy,
smart grids, ES, energy efficiency in buildings, water
management, climate change and sustainable
transportation.
 Enable market access for private sector providers and
VXSSOLHUVDQGHQJDJHLQPXOWLOHYHOSDUWQHUVKLSVXQGHU
the umbrella of a local authority framework in a pilot
city.
 Enable joint efforts in smart grid and city innovation
WKURXJKDQ(8&KLQDVPDUWFLW\ODE

272

Smart Grid Sub-Working Group

Ministry of Finance
0LQLVWU\RI+RXVLQJDQG8UEDQ5XUDO

5HVHDUFKDQG'HYHORSPHQW
Standardisation Administration of
China

SGCC
6*&* 

State Grid Corporation of China
6PDUW*ULG&RRUGLQDWLRQ*URXS

SSM

Standard Solar Model

European Wood Working Group
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Key Recommendations
1. Promote Wood Construction as a Sustainable Building System
 Include wood as a sustainable structural material and modern wood construction as a sustainable
building solution in the $FWLRQ3ODQRI*UHHQ%XLOGLQJV, jointly issued by the National Development
DQG 5HIRUP &RPPLVVLRQ 1'5&  DQG WKH 0LQLVWU\ RI +RXVLQJ DQG 8UEDQ5XUDO 'HYHORSPHQW
02+85'  LQ 0DUFK  DQG SURYLGH JUHDWHU SROLF\ VXSSRUW WR GHYHORSHUV DQG HQGXVHUV WR
adopt wood construction.
 Develop policies to promote wood materials and wood constructions at the local government level
and in industry.
 Organise education and training programmes on wood construction at the governmental level.

Section Three: Trade in Goods

 Emphasise the importance of wood construction to help achieve China’s carbon dioxide (CO )
reduction targets and energy saving targets, and to protect the environment.
 Create a platform for wood and wood construction that is as equal to the one that exists for
concrete and steel structures.

2. Improve Fire Regulations to Enlarge the Application Scope of Wood Materials
and Wood Construction both in Residential and Public Buildings
 ,PSURYHWKHUHYLVHG¿UHFRGH*%WRRYHUFRPHWKHPDLQEDUULHUVIRUWKHGHYHORSPHQWRIZRRG
construction.
 Increase the height of wood constructions for buildings to more than three storeys.
 5HOHDVHKHLJKWOLPLWDWLRQVIRUSDUWLWLRQZDOOVDVH[WHULRUVIRUVL[VWRUH\EXLOGLQJVDQGQRUHVWULFWLRQV
for interiors.
 (QODUJHWKHDSSOLFDWLRQVFRSHIRUJOXODPVWUXFWXUHVE\UHJXODWLQJQROLPLWDWLRQIRUÀRRUVSDFHDQG
no height limitation of three storeys.
 $GG FURVVODPLQDWHG WLPEHU &/7  WR WKH FXUUHQW ILUH FRGH LQ RUGHU WR JLYH LQGXVWU\ PRUH
opportunities for application.
 &DUU\RXWPRUHUHVHDUFKRQSHUIRUPDQFHEDVHGUHJXODWLRQVIRU¿UHSUHYHQWLRQLQZRRGFRQVWUXFWLRQ
instead of focusing on prescriptive building codes.
 Improve coordination work between professional committees and research institutes and between
the Ministry of Public Security (MPS) and the MOHURD.

3. Promote the Use of Wood from Sustainably-managed Forests Worldwide both
for Interiors and Building Construction
 (QKDQFHFHUWL¿FDWLRQPDQDJHPHQWIRUIRUHVWV
 0DNHJRRGXVHRIGRPHVWLFIDVWJURZLQJZRRGVSHFLHV
 Establish stricter policies for illegal trading of wood.
 'LVVHPLQDWHXQGHUVWDQGLQJRIWKHEHQH¿WVRIXVLQJVXVWDLQDEOHZRRGIRULQWHULRUDSSOLFDWLRQV
 Make comprehensive use of wood materials in the industry.
 Change attitudes towards imported timber and trade on a global level.

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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Introduction to the Working Group
The European Wood Working Group was established in
order to promote the use of wood and wood structures
in China. It works closely with European Wood, a
cooperative partnership between the national wood
promotion organisations in Sweden, Norway, France

SRSXODWLRQJURZWKDQGUDSLGXUEDQLVDWLRQ²E\LWV
XUEDQLVDWLRQ UDWH LV H[SHFWHG WR UHDFK  SHU FHQW—
exacerbate the wood supply and demand imbalance.
Statistics show that current wood consumption in China
DPRXQWVWRDSSUR[LPDWHO\PLOOLRQFXELFPHWUHV

and Austria. Its main goal is to establish and improve

per cent of which depends on the import of wood and
ZRRGPDWHULDOV%\&KLQD¶VZRRGFRQVXPSWLRQLV

the system of codes and standards in China. The head

HVWLPDWHGWRUHDFKPLOOLRQFXELFPHWUHVGXHWRLWV

RI¿FHRI(XURSHDQ:RRGLVLQ6WRFNKROPWKH(XURSHDQ

rapid economic development.

Chamber hosts its representative office in Beijing for
&KLQD RSHUDWLRQV DQG D 6LQR(XURSHDQ :RRG &HQWUH
for technical support was established in Shanghai in


FHQW ZKLFK LV IDU EHORZ WKH JOREDO DYHUDJH RI  SHU
FHQWDQGRQO\DERXWSHUFHQWRIWKHSHUFDSLWDJOREDO

The European Wood Working Group promotes
comfortable and efficient building systems based on
the benefits of using wood and wood products from
Section Three: Trade in Goods

,Q  &KLQD¶V IRUHVW FRYHUDJH DPRXQWHG WR  SHU

VXVWDLQDEO\PDQDJHGIRUHVWV$FWLYLWLHVLQ&KLQDLQYROYH
transferring many years of experience, technology
and knowledge in modern wood construction to the
relevant Chinese central ministries and expert bodies,
such as official, national, professional standardisation
committees. The objective is to remove, or at least
lower, technical barriers and to develop building codes
and standards so that wood can be widely used in
construction in China.
The European Wood Working Group is specifically
focused on providing efficient building solutions with
wood, such as building envelopes (partition walls plus
wooden roofs), hybrid construction (concrete and
WLPEHU VWUXFWXUHV  JOXODP VWUXFWXUHV FURVVODPLQDWHG
WLPEHU &/7 DQGFRPSRQHQWVXVLQJHQJLQHHUHGZRRG
The working group also supports the use of wood and
transfers experiences with design for interior decoration,
furniture and wood panels.

DYHUDJH&KLQDDLPVDWUHDFKLQJWKHJRDORISHUFHQW
RIIRUHVWFRYHUDJHE\
7KHIROORZLQJNH\UHFHQWGHYHORSPHQWVWRRNSODFH
 2Q th -XQH  &KLQD VXEPLWWHG LWV ,QWHQGHG
Nationally Determined Contributions (INDCs) to the
United Nations Framework Convention on Climate
Change (UNFCCC) secretariat. China pledged to
LQFUHDVHLWVIRUHVWVWRFNYROXPHE\DURXQGELOOLRQ
FXELFPHWUHVE\DJDLQVWOHYHOV
 2Qth0DUFKWKH6WDWH&RXQFLOSXEOLVKHGWKH
1DWLRQDO 1HZW\SH 8UEDQLVDWLRQ 3ODQ ±,
UHJXODWLQJ WKDW  SHU FHQW RI QHZ FRQVWUXFWLRQV
VKRXOGPHHWWKHFULWHULDRIJUHHQEXLOGLQJVE\6
 ,Q WKH &KLQHVH *RYHUQPHQW¶V ZRUN UHSRUW RI  th
0DUFK3ULPH0LQLVWHU/L.HTLDQJVWDWHGWKDW
“all forests, grass, rivers and wetlands are the green
wealth provided by nature to human beings, and
we must value and respect this”. He added that
to enlarge the protection range of natural forests,
commercial cutting of natural forests should be
phased out and that action must be taken to protect

Recent Developments
Currently, China is faced with an imbalance between
wood supply and demand. For example, China
SRVVHVVHV  PLOOLRQ KHFWDUHV RI QDWXUDO IRUHVWV
but since the launch of the Natural Forest Protection
3URJUDPPH LQ   PLOOLRQ KHFWDUHV KDYH EHHQ
put under protection. The State Forest Administration
(SFA) also said that all commercial logging of natural
IRUHVWVZLOOEHSKDVHGRXWE\ Moreover, China’s
 China to phase out commercial logging of natural forests by 2017, China
Daily th -XQH  YLHZHG th -XO\  KWWSZZZFKLQDGDLO\FRPFQ
FKLQDFRQWHQWBKWP!
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 1DWLRQDO 1HZW\SH 8UEDQLVDWLRQ 3ODQ ±  6WDWH &RXQFLO th March,
 YLHZHG  st  -XQH KWWSZZZJRYFQJRQJEDRFRQWHQW
FRQWHQWBKWP!
  7KH 6WDWH &RXQFLO ,QIRUPDWLRQ 2IILFH RI 3HRSOH¶V 5HSXEOLF RI &KLQD  th
)HEUXDU\  YLHZHG st -XQH  KWWSZZZVFLRJRYFQ[ZIEK[ZEIEK
ZTIEKLQGH[KWP!
 &KLQHVH)RUHVWU\3URPRWHVWKH+LVWRULFDO7UDQVIRUPDWLRQ3HRSOHth March,
YLHZHGst-XQHKWWSSROLWLFVSHRSOHFRPFQQF
KWPO!
 (QKDQFHG$FWLRQVRQ&OLPDWH&KDQJH&KLQD¶V,QWHQGHG1DWLRQDOO\'HWHUPLQHG
Contributions, National Development and Reform Commission, Department of
&OLPDWH&KDQJHth-XQHYLHZHGth-XO\KWWSZZZXQIFFFLQW
VXEPLVVLRQV,1'&3XEOLVKHG'RFXPHQWV&KLQD&KLQDV,1'&
RQ-XQHSGI!
6 1DWLRQDO 1HZW\SH 8UEDQLVDWLRQ 3ODQ ±  6WDWH &RXQFLO th March,
 YLHZHG  st  -XQH KWWSZZZJRYFQJRQJEDRFRQWHQW
FRQWHQWBKWP!

European Wood Working Group
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from countries and regions that do not have sustainable

 The SFA is in charge of the Construction Plan for
National Storage and Production Bases of Wood

forest management practices. This encourages illegal
IHOOLQJ DQG GHWHULRUDWHV WKH HQYLURQPHQW 6RPH ORZ

±ZKLFKDLPVDWVHWWLQJXSWKRXVDQG

quality wood products used for interior applications are

square kilometres of wood bases in six regions of

also harmful to people’s health.

&KLQD¶V  SURYLQFHV E\ 7KURXJK VXFK ZRRG
bases, China will increase its annual wood supply by
PLOOLRQFXELFPHWUHV
 2Q  th$SULO  WKH 0LQLVWU\ RI +RXVLQJ DQG
8UEDQ5XUDO 'HYHORSPHQW 02+85'  LVVXHG WKH
(YDOXDWLRQ &RGH IRU *UHHQ %XLOGLQJ *%7
ZKLFKHQWHUHGLQWRIRUFHRQst-DQXDU\
The new evaluation code widens the application
scope for green buildings to all types of civil
buildings, whereas previously only residential and
public buildings were covered. It also promotes
new building materials and systems with properties
benefiting environmental protection, energy

1. Promote Wood Construction as a
Sustainable Building System
Concern
7KH&KLQHVH*RYHUQPHQWUHPDLQVUHOXFWDQWWRRI¿FLDOO\
promote the use of wood and wood structures and, as
a result, wood does not enjoy the same preferential
WUHDWPHQW DV RWKHU EXLOGLQJ PDWHULDOV VXFK DV KLJK
strength concrete and steel. However, wood is proven
to have a lower carbon footprint than other building
materials and it helps mitigate climate change.

saving.
Negotiations on the EU-China Comprehensive
Agreement on Investment (CAI)
As the CAI is believed to contain a chapter on
sustainability, the European Wood Working Group would

Assessment
,Q&KLQD¶VXUEDQLVDWLRQUDWHUHDFKHGSHUFHQW
%XW&KLQD¶VFXUUHQWXUEDQLVDWLRQUDWHLVVWLOOVLJQL¿FDQWO\
behind the average level of developed countries, which
VWDQGVDWSHUFHQW

like to emphasise the need to push for the promotion
of wood construction as a sustainable building system.
So far, the Chinese Government has been reluctant to
RI¿FLDOO\SURPRWHWKHXVHRIZRRGDQGZRRGVWUXFWXUHV
and it does not enjoy the same preferential treatment as
RWKHUEXLOGLQJPDWHULDOVVXFKDVKLJKVWUHQJWKFRQFUHWH
and steel. However, wood is proven to have a lower

But China’s urbanisation rate will gradually increase.
For example, as part of the 1DWLRQDO 1HZ7\SH
Urbanisation Plan the Chinese Government aims to
LQFUHDVHLWVXUEDQLVDWLRQUDWHWRSHUFHQWE\
DQGWRSHUFHQWE\

carbon footprint than other building materials and it
helps mitigate climate change.

The urbanisation trend will result in a significant
increase in domestic demand for goods, including
wood. A large percentage of state investment and

Second, the working group would like to call for the
SURPRWLRQ RI ZRRG IURP VXVWDLQDEO\PDQDJHG IRUHVWV

domestic consumption will be allocated to buildings and
construction, which will provide a strong incentive for
the building industry. But at the same time, this trend will

both for interior and building constructions. China has
been demanding increasing quantities of imported
wood from other countries due to its rapid economic
development. However, reports show that more than
SHUFHQWRI&KLQD¶VLPSRUWHGZRRGPDWHULDOVFRPH

add to China’s climate and environmental challenges.
However, as stated in the $FWLRQ 3ODQ RI *UHHQ
Building  and the new (YDOXDWLRQ &RGH IRU *UHHQ

 /L .HTLDQJ 3XWV 0XFK (PSKDVLV RQ (QHUJ\ 6DYLQJ ([KDXVW 5HGXFWLRQ DQG
(QYLURQPHQWDO 3URWHFWLRQ LQ WKH *RYHUQPHQW 5HSRUW DW WKH  th NPC, Ministry

 Anderlini, Jamil, &KLQDUHYHDOVEOXHSULQWWRH[SDQGXUEDQLVDWLRQ)LQDQFLDO7LPHV,
YLHZHGth-XQHKWWSZZZIWFRPLQWOFPVVHDHFFDGH

RI(QYLURQPHQWDO3URWHFWLRQth0DUFKYLHZHGRQth-XQHKWWS

DIHIHDEGHKWPOD[]];(9H!
 1DWLRQDO1HZW\SH8UEDQLVDWLRQ3ODQ ± 6WDWH&RXQFLOth March,
 YLHZHG  st  -XQH KWWSZZZJRYFQJRQJEDRFRQWHQW
FRQWHQWBKWP!
 World Urbanisation Prospects 8QLWHG 1DWLRQV  YLHZHG th 0D\ 

ZZZPHSJRYFQ]K[[KM\ZWBKWP!
 7KH%DVLF&RQGLWLRQRI&RQVWUXFWLRQRI1DWLRQDO6WRUDJHDQG3URGXFWLRQ%DVHV
of Wood, Peopleth0D\YLHZHGst-XQHKWWSHQYSHRSOHFRP
FQQFKWPO!
 7KH (YDOXDWLRQ 6WDQGDUG RI WKH *UHHQ %XLOGLQJ *%7  ZLOO EH
implemented in 2015, chinauhuth-XQHYLHZHGth-XQHKWWS
ZZZFKLQDXKXFRPLQGH[SKSGHIDXOWFRQWHQWKWPO!

KWWSHVDXQRUJXQSGZXS+LJKOLJKWV:83+LJKOLJKWVSGI!
 $FWLRQ3ODQRI*UHHQ%XLOGLQJ, State Council, 6th-DQXDU\YLHZHGth July,
KWWSZZZJRYFQ]ZJNFRQWHQWBKWP!
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HI¿FLHQF\UHVRXUFHHI¿FLHQF\ZDWHUVDYLQJDQGODQG

Key Recommendations

Buildings issued by the National Development and

WKH LQXVH SKDVH %HFDXVH LW LV VXFK D JRRG WKHUPDO

Reform Commission (NDRC) and the MOHURD,
concrete and steel enjoy preferential treatment. At
the same time, wood and wood construction are not

LQVXODWRU DSSUR[LPDWHO\  WLPHV EHWWHU DW UHVLVWLQJ
WKHUPDO FRQGXFWLYLW\ WKDQ VWHHO DQG  WLPHV EHWWHU
than concrete or bricks), it is easier to achieve very

considered as an important sustainable material and

well insulated timber buildings, as extra insulation

building system and do not enjoy the same treatment,
despite the fact that wood is proven to have a lower

or thicker walls are required for steel, concrete or

carbon footprint and is an effective solution for tackling

resistance.

masonry structures to achieve the same level of thermal

climate change.
Based on statistics from the MOHURD, the energy
Helping to tackle climate change

FRQVXPSWLRQ RI EXLOGLQJV DFFRXQWV IRU PRUH WKDQ 

Wood plays a key role in the fight against climate

per cent of China’s total energy consumption and is
expected to increase in the coming years. It is likely

change. Forests are an important part of the Earth’s
HFRV\VWHP 6XVWDLQDEO\PDQDJHG IRUHVWV DUH FDUERQ

Section Three: Trade in Goods

VLQNV WUHHV JURZ WKURXJK SKRWRV\QWKHVLV DQG DEVRUE
carbon dioxide (CO) from the atmosphere at the rate of
roughly one tonne for every cubic metre’s growth, while
DWWKHVDPHWLPHWKH\SURGXFHDSSUR[LPDWHO\WRQQHV
of Oxygen (O). According to the Edinburgh Centre for

that most urban buildings will have been retrofitted
E\  LQ RUGHU WR LPSURYH HQHUJ\ HIILFLHQF\ ,Q WKLV
respect, wood offers a sustainable solution, as wood
construction consumes minimal energy, is lightweight,
requires minimal foundations and is easy to work with
on site.

&DUERQ 0DQDJHPHQW QRZ 9HUFR  HYHU\ FXELF PHWUH
of wood used instead of other building materials saves
EHWZHHQDQGWRQQHVRI&2.

Reducing waste

As trees reach maturity, the rate at which they absorb

SURGXFWIRUSURYLGLQJWKHHQHUJ\IRUNLOQGU\LQJ7LPEHU

CO and produce O slows down. But when wood is
used as a building material, the harvested tree retains
much of the CO  it has absorbed for the life of the

LV VXLWDEOH IRU RIIVLWH FRQVWUXFWLRQ ZKLFK UHGXFHV WKH
amount of wastage of materials on site. Timber can

building, and beyond through recycling.

)LQDOO\LWFDQEHXVHGDVDELRIXHOVXEVWLWXWLQJIRVVLO
fuels.

:RRG KHOSV UHGXFH ZDVWH LQ D QXPEHU RI ZD\V DOO
SDUWVRIWKHWUHHDUHXVHGZKHWKHUIRUWLPEHURUDVE\

also be recycled into panel products or animal bedding.

Reducing energy consumption
(QHUJ\ FRQVXPSWLRQ UHIHUV WR WZR HOHPHQWV WKH
amount of energy used in the materials, transport

According to reports by the MOHURD, many of China’s
H[LVWLQJ EXLOGLQJV KDYH D  WR \HDU VHUYLFH OLIH

and construction phase of the building (the embodied
energy) and the amount used by the occupiers during
its life time. An Australian study shows that a typical

ZKLFK LV PXFK VKRUWHU WKDQ WKH OLIH VSDQ RI  WR 
years as designed for in building codes. On the other
hand, a lot of wood constructions in Europe have

timber house has less than half the embodied energy
of a concrete block or steel frame house. This is not
surprising when you consider that a steel beam requires

DOUHDG\EHHQLQSODFHIRUPRUHWKDQ\HDUVZKHUHDV
\HDUVLVWKHDYHUDJHOHYHO6LQFH&KLQHVHEXLOGLQJV
are mainly constructed from concrete and bricks, it is

ten times more energy to produce than the equivalent
timber beam, or eight times as much as a glulam beam.

not possible to reuse and recycle the building materials
once the buildings have been taken down. But in the

7LPEHULVDOVRPRUHHQHUJ\HI¿FLHQWZKHQLWFRPHVWR

case of wood constructions, all the materials can be
reused and recycled again.

(YDOXDWLRQ&RGHIRU*UHHQ%XLOGLQJV02+85'th-DQXDU\YLHZHGth
-XO\KWWSZZZQMOVM]ZFRPQHZVVKRZSKS"LWHPLG !
 Burnett, Jill, )RUHVWU\ &RPPLVVLRQ 6FRWODQG  *UHHQKRXVH *DV (PLVVLRQV

Recommendations
 Include wood as a sustainable structural material and

&RPSDULVRQ&DUERQEHQH¿WVRI8VLQJ7LPEHULQ&RQVWUXFWLRQ, Edinburgh Centre
IRU &DUERQ 0DQDJHPHQW /WG  YLHZHG th -XO\  KWWSZZZGRF
FRPSKWPO!
7KH(QYLURQPHQWDO3URSHUWLHVRI7LPEHU±6XPPDU\5HSRUW, The Forest and Wood
3URGXFWV5HVHDUFKDQG'HYHORSPHQW&RUSRUDWLRQ$XVWUDOLDQ*RYHUQPHQW
3URMHFW1R31YLHZHGth'HFHPEHUKWWSZZZZSYRUJDXVWDU
GRFV31BB(QYLURQPHQWDOB3URSHUWLHVBRIB7LPEHUSGI!
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 7KHUPDO&RQGXFWLYLW\*HRUJLD6WDWH8QLYHUVLW\YLHZHGth$SULO
K\SHUSK\VLFVSK\DVWUJVXHGXKEDVHWDEOHVWKUFQKWPO!
/L %LQJUHQ 7KH (QHUJ\ &RQVXPSWLRQ RI %XLOGLQJV $FFRXQWV IRU  RI
WKH &RXQWULHV 7RWDO (QHUJ\ &RQVXPSWLRQ, China Construction and Decoration
1HW  st 6HSWHPEHU  YLHZHG th -XO\ KWWSQHZVFFGFRPFQ+WP
OVKWPO!
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modern wood construction as a sustainable building
solution in the $FWLRQ3ODQRI*UHHQ%XLOGLQJV, jointly

2015/2016

ZDVRI¿FLDOO\DSSURYHGE\WKH0LQLVWU\RI3XEOLF6HFXULW\

and provide greater policy support to developers and

036  DQG WKH 02+85' DQG ZDV SXEOLVKHG RQ  st
0D\ The revised code includes a new chapter
on )LUH3UHYHQWLRQIRU7LPEHU6WUXFWXUHV. However, the

HQGXVHUVWRDGRSWZRRGFRQVWUXFWLRQ

¿UHFRGHFRQFHSWUHPDLQVRXWRIGDWHDQGSUHVFULSWLYH

LVVXHGE\WKH1'5&DQGWKH02+85'LQ0DUFK

 Develop policies to promote wood materials and
wood constructions at the local government level and
in industry.

LQVWHDGRISHUIRUPDQFHEDVHG
0RUHRYHUWKH¿UHFRGHVWLOOFRQWDLQVPDQ\UHVWULFWLRQV

 Organise education and training programmes on

and limitations for wood components and systems to be

wood construction at the governmental level.
 Emphasise the importance of wood construction to
help achieve China’s CO reduction targets and energy

applied in buildings. In particular, the fact that the height
of wood constructions is restricted to three storeys
SUHVHQWVDPDMRUERWWOHQHFN

saving targets, and to protect the environment.
 Create a platform for wood and wood construction

In many European countries wood constructions

that is as equal to the one that exists for concrete

are not restricted to three storeys. For example, in
Sweden, Germany, Austria and the United Kingdom,

and steel structures.

an increasing number of residential buildings are being

Concern
There are a lot of restrictions for wood materials and

built with more than eight storeys of timber structure,
DVZHOODVPDQ\SXEOLFEXLOGLQJVZLWKODUJHVSDQJOXODP
VWUXFWXUHV$QHZW\SHRIV\VWHPZLWK&/7KDVEHFRPH
PRUH DQG PRUH SRSXODU 0DQ\ HLJKW DQG QLQHVWRUH\
residential and public buildings are constructed using
WKLV V\VWHP 7KH WDOOHVW EXLOGLQJ KHLJKW ZLWK &/7 LQ
(XURSHVWDQGVDWVWRUH\V

wood components in buildings, with the current Chinese
¿UH FRGH IRU EXLOGLQJV LQ SDUWLFXODU SUHVHQWLQJ D PDMRU
ERWWOHQHFN$OWKRXJKLWKDVEHHQUHFHQWO\UHYLVHGWKH

([FHOOHQW¿UHVDIHW\SURSHUWLHV

¿UHFRGHLVVWLOORXWRIGDWHDQGSUHVFULSWLYHLQVWHDGRI
SHUIRUPDQFHEDVHG ZKLFK EORFNV WKH SURPRWLRQ DQG

excellent fire safety properties. Timber behaves

Compared to other building materials, wood has

development of wood construction in China.

predictably in fire by forming a charred surface that
provides protection for the inner structure. This allows

Assessment

WLPEHUHOHPHQWVWRUHPDLQLQWDFWDQGIXOO\ORDGEHDULQJ
during a fire. This predictability implies that escape

China has a long history of using wood for construction,
but it has been focused on traditional building methods
and is therefore arguably underdeveloped in its

or rescue times can be planned for and the safety of
inhabitants can be guaranteed. By contrast, steel can
distort and collapse within a short period of time under

XQGHUVWDQGLQJ RI PRGHUQ ZRRG FRQVWUXFWLRQ 2OG
fashioned codes and standards, a lack of knowledge
and experience, and policy orientation have all affected

certain temperatures.

the use of wood in construction.

FDQHDVLO\PHHW¿UHUHTXLUHPHQWV7KLVLVWKHFDVHZKHQ
wood components and constructions are combined

6R IDU WKHUH H[LVW DSSUR[LPDWHO\  FRGHV DQG
standards as well as a handbook for wood construction.
This provides a platform to promote and construct

ZLWK PDWHULDOV VXFK DV ILUHUDWHG J\SVXP ERDUGV ILUH
UHWDUGDQWVDQG¿UHUDWHGSDLQW

wooden buildings in China. However, among these
codes and standards, there is one code that blocks the
rapid development of modern timber structures in the

Recommendations
 ,PSURYHWKHUHYLVHG¿UHFRGH*%WRRYHUFRPH
the main barriers for the development of wood

&KLQHVHPDUNHWWKH*%&RGHRI)LUH3UHYHQWLRQ
for Buildings.
7KH *% ILUH FRGH KDV EHHQ UHYLVHG UHFHQWO\ ,W

Moreover, when combined with other materials, wood

1RWLILFDWLRQ RQ WKH 5HJXODWLRQV IRU )LUHSURRILQJ$UFKLWHFWXUH 'HVLJQ 1DWLRQDO
6WDQGDUG *% , 7KH &RGH 'LYLVLRQ RI )LUH 'HSDUWPHQW, Ministry of
3XEOLF6HFXULW\th$XJXVWYLHZHGth-XQHKWWSZZZFQZEQHW
KWPO;:B1HZVBBKWPO!
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2. Improve Fire Regulations to Enlarge the
Application Scope of Wood Materials and
Wood Construction both in Residential
and Public Buildings

construction.

7KHUHDUHPDQ\EHQH¿WVRIVXVWDLQDEO\PDQDJHGIRUHVWV

 Increase the height of wood constructions for
buildings to more than three storeys.

such as mitigation of climate change, preservation of plants
and animal species and land stabilisation. However,

 Release height limitations for partition walls as

reports from the World Wide Fund for Nature (WWF)

H[WHULRUVIRUVL[VWRUH\EXLOGLQJVDQGQRUHVWULFWLRQV

and the British Inspection Agency for the Environment

for interiors.
 Enlarge the application scope for glulam structures

VKRZ WKDW PRUH WKDQ  SHU FHQW RI &KLQD¶V LPSRUWHG
wood materials come from countries and regions that

by regulating no limitation for floor space and no

do not have sustainable forest management practices,

height limitation of three storeys.

such as Russia, Indonesia, Myanmar and some African
and tropical regions. This encourages illegal felling

 $GG &/7 WR WKH FXUUHQW ILUH FRGH LQ RUGHU WR JLYH
industry more opportunities of application.

DQG GHWHULRUDWHV WKH HQYLURQPHQW 6RPH ORZTXDOLW\

 &DUU\ RXW PRUH UHVHDUFK RQ SHUIRUPDQFHEDVHG

wood products used for interior applications are also

regulations for fire prevention in wood construction

harmful to people’s health.

instead of focusing on prescriptive building codes.
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 Improve coordination work between professional
committees and research institutes and between the

Since the import of wood materials into China will increase
in the long run, it is vital to disseminate understanding

Ministry of Public Security (MPS) and the MOHURD.

RI WKH EHQHILWV RI VXVWDLQDEO\PDQDJHG IRUHVWV WR

3. Promote the Use of Wood from Sustainablymanaged Forests Worldwide both for
Interiors and Building Construction

government bodies, professionals, industry and
individuals. Furthermore, wood construction provides
WKHHFRQRPLFLQFHQWLYHWRH[SDQGVXVWDLQDEO\PDQDJHG
forests.

Concern
China has been demanding increasing quantities of

Fortunately, there are many softwood producing

imported wood from other countries due to its rapid

North America, to supply the growing Chinese market
ZLWK KLJKTXDOLW\ ZRRG PDWHULDOV DQG ZRRG SURGXFWV
IURPIRUHVWUHVHUYHVFHUWL¿HGDVVXVWDLQDEO\PDQDJHG

economic development, however, a lot of these imports
are a result of illegal felling and trading of wood
PDWHULDOV WKDW FRPH IURP XQVXVWDLQDEO\PDQDJHG
forests.

countries and regions in the world, such as Europe and

&UHGLEOH LQGHSHQGHQW WKLUGSDUW\ IRUHVW FHUWLILFDWLRQ
is becoming an important tool for the Chinese

Assessment
Statistics show that current wood consumption in

Government, the forestry and wood industries, and
WUDGHUV&HUWL¿FDWLRQSURYLGHVDVVXUDQFHWKDWZRRGDQG

&KLQD DPRXQWV WR DSSUR[LPDWHO\  PLOOLRQ FXELF
PHWUHV  SHU FHQW RI ZKLFK GHSHQGV RQ WKH LPSRUW
RI ZRRG DQG ZRRG PDWHULDOV$QG E\  &KLQD¶V

ZRRG SURGXFWV DUH OHJDOO\ VRXUFHG HQYLURQPHQWDOO\
IULHQGO\ DQG FRPH IURP VXVWDLQDEO\PDQDJHG IRUHVWV
7KH WZR PRVW ZLGHO\DFFHSWHG FHUWLILFDWLRQ V\VWHPV

ZRRG FRQVXPSWLRQ LV HVWLPDWHG WR UHDFK  PLOOLRQ
cubic metres. This indicates that imported timber will
FRQWLQXHWRSOD\DQLPSRUWDQWUROHLQWKHFRPLQJWR

are the Forest Stewardship Council (FSC) and the
3URJUDPPHIRUWKH(QGRUVHPHQWRI)RUHVW&HUWL¿FDWLRQ
(PEFC).

\HDUVGHVSLWHWKHIDFWWKDW&KLQDLVWKHZRUOGOHDGHU
in wood plantations.

In general, the Chinese Government should apply

According to instructions from the central government,
DWZRIROGDSSURDFKVKRXOGEHDSSOLHGWRGHDOZLWKWKH

stricter policies and regulations and should establish
a serious punishment system to fight against illegal
WUDGLQJ RI ZRRG IURP XQVXVWDLQDEO\PDQDJHG IRUHVWV

JURZLQJGHPDQGIRUWLPEHU)LUVWGRPHVWLFIDVWJURZLQJ
wood species will be promoted. Second, international
cooperation will be reinforced, mainly with Russia.

In addition, more rights and responsibilities should be
given to Chinese customs.
Recommendations
 (QKDQFHFHUWL¿FDWLRQPDQDJHPHQWIRUIRUHVWV

7KH 6WDWH &RXQFLO ,QIRUPDWLRQ 2IILFH RI 3HRSOH¶V 5HSXEOLF RI &KLQD  th
)HEUXDU\  YLHZHG st -XQH  KWWSZZZVFLRJRYFQ[ZIEK[ZEIEK
ZTIEKLQGH[KWP!
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 0DNH JRRG XVH RI GRPHVWLF IDVWJURZLQJ ZRRG
species.
 Establish stricter policies for illegal trading of wood.
 Disseminate understanding of the benefits of using
sustainable wood for interior application.
 Make comprehensive use of wood materials in the
industry.
 Change attitudes towards imported timber and trade
on a global level.

Abbreviations
CAI
&/7

Comprehensive Agreement on Investment


&URVV/DPLQDWHG7LPEHU
Carbon Dioxide

CO
FSC

Forest Stewardship Council

INDC

Intended Nationally Determined

02+85'

0LQLVWU\RI+RXVLQJDQG8UEDQ5XUDO

MPS

Development
Ministry of Public Security

NDRC

National Development and Reform

Contribution

O
PEFC

SFA

Programme for the Endorsement of


UNFCCC
WWF
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Commission
Oxygen
)RUHVW&HUWL¿FDWLRQ
State Forestry Administration
United Nations Framework Convention
on Climate Change
World Wide Fund for Nature
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Trade in Services

The Trade in Services section of the European Business in China Position Paper 2015/2016 includes
SRVLWLRQSDSHUVIURPVHYHQ(XURSHDQ&KDPEHUZRUNLQJJURXSV
$YLDWLRQDQG$HURVSDFH
&RQVWUXFWLRQ
,QIRUPDWLRQDQG&RPPXQLFDWLRQ7HFKQRORJ\
,QIRUPDWLRQ6HFXULW\
/RJLVWLFV
0DULWLPH7UDQVSRUW
4XDOLW\DQG6DIHW\6HUYLFHV
The European Union’s (EU’s) and China’s economies are complementary in many ways. If China further
opens its services industry, the EU can contribute greatly to China’s economy as it looks to transition
IURPDPRGHOEDVHGRQKLJKTXDQWLW\ODERXULQWHQVLYHPDQXIDFWXULQJWRRQHEDVHGRQKLJKWHFKQRORJ\
manufacturing, services and consumption – all areas of expertise in the EU. Under China’s recent
DPELWLRXV SODQ IRU GHYHORSLQJ PDUNHWV LQ WKLUG FRXQWULHV²VXFK DV LWV µRQHEHOWRQHURDG¶ LQLWLDWLYH²
services offered by European players can be instrumental to Chinese partners with investment and
production capacities.
,Q  WKH JURZWK RI &KLQD¶V VHUYLFHV LQGXVWU\ FRQWULEXWHG WR  SHU FHQW RI LWV JURVV GRPHVWLF
product (GDP) increase, continued to lead the industrial sector and thus became the leading industry
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VHFWRUIRUWKHQDWLRQDOHFRQRP\,QWHUPVRIIRUHLJQLQYHVWPHQWWKHVHUYLFHVVHFWRUDFFRXQWHGIRU
SHUFHQWRIWKHWRWDOIRUHLJQGLUHFWLQYHVWPHQW )', LQWR&KLQDLQ

    













  

  







6RXUFH'*7UDGH(8&RPPLVVLRQ



&KLQD¶V6HUYLFHV,QGXVWU\ZLWKDGGHGYDOXHRI50%LQDQLQFUHDVHRI, China News%HLMLQJYLHZHGst-XQHKWWS
¿QDQFHFKLQDQHZVFRPFMVKWPO!

Trade in Services

281

According to Euro Statistics, the total import and export of services between the EU and China reached
HXUR (85 ELOOLRQPDNLQJ&KLQDWKHWKLUGODUJHVWH[SRUWGHVWLQDWLRQDQGWKHWKLUGODUJHVWRULJLQRI
import for services.
In comparison to China’s manufacturing industries, the level of market access afforded to foreign
enterprises in China’s services sector is lagging substantially. This despite the promulgation of 7KH
Decision on Major Issues Concerning Comprehensively Deepening Reforms (Decision) following the
7KLUG 3OHQXP RI WKH th National Congress of the Communist Party of China Central Committee, in
1RYHPEHU7KHDecisionXUJHGWKHRSHQLQJXSRI&KLQD¶V¿QDQFHHGXFDWLRQFXOWXUDOKHDOWKFDUH
and other services sectors and an orderly removal of market restrictions for foreign players in the nursery
and senior care industries, and for those involved in architectural design, accounting, auditing, logistics
DQGHFRPPHUFHDPRQJRWKHUV
So far, in certain sectors only general guidance documents have been released without any specific
implantation rules. In other sectors, markets open to foreign players are those that are already dominated
by Chinese players and are highly competitive, meaning there is a high entrance threshold for additional
players. Meanwhile, for areas such as legal services and quality and safety services, no reform plan has
been released.
While in general European business was encouraged by the improvements witnessed in China’s pilot
free trade zones (FTZs), there has been some deterioration in the commercial environment. For
H[DPSOHLQWKHPDULWLPHLQGXVWU\IRUHLJQÀDJJHGYHVVHOVKDYHEHHQSHUPLWWHGWRFRQGXFWLQWHUQDWLRQDO
relay in any of China’s FTZs, but only if the vessel is ultimately Chinese owned. This puts foreign
VKLSSLQJFDUULHUVDWDVLJQL¿FDQWGLVDGYDQWDJHDQGWKH\DUHLQIDFWZRUVHRIILQWKLVUHVSHFWWKDQEHIRUH
Section Four: Trade in Services

the FTZs were established.
7KHIROORZLQJPDMRUFKDOOHQJHVDUHUHSRUWHGE\(8LQYHVWRUVZKHQLQYHVWLQJLQ&KLQD¶VVHUYLFHVLQGXVWU\
Market Access
Though there has been much promising news regarding opening of the services industry, European
&KDPEHUPHPEHUV¿QGWKDWUHIRUPVWDNHDORQJWLPHWRWULFNOHGRZQWRGDLO\RSHUDWLRQV,QRUGHUWREULQJ
about a swift implementation of reforms and trade facilitation measures in telecoms, quality and safety
VHUYLFHVDQGFRQVWUXFWLRQGHVLJQLQGLYLGXDOZRUNLQJJURXSVKDYHPDGHVSHFL¿FUHFRPPHQGDWLRQVLQ
their respective position papers.
Equal Treatment
In certain areas that are open to foreign investment, foreign investors sometimes find themselves
competing on unequal ground. For example, in the information and communication technology (ICT)
LQGXVWU\IRUHLJQLQYHVWHGHQWHUSULVHV¿QGWKHPDQDJHPHQWRIPHPEHUVKLSRI6WDQGDUGV'HYHORSPHQW
Organisations (SDOs) unclear – equal membership access, including voting rights, are not applied in all
standardisation technical committees.
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(87UDGHLQ6HUYLFHVE\OHDGLQJ7UDGLQJ3DUWQHUVYLHZHGth-XO\KWWSWUDGHHFHXURSDHXGRFOLEGRFVVHSWHPEHUWUDGRFBSGI!
=KX0LQ2SHQLQJ0HDVXUHVE\6KDQJKDL)UHH7UDGH=RQHLQ6HUYLFHV,QGXVWU\,PSOHPHQWHGWX[LFRPYLHZHGnd-XO\KWWSQHZVWX[LFRPFQ
VWRFNVXKQHZVVDWQDPVDSGGHWSQGSKWPO!
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Alignment with International Rules
Globalisation requires the alignment of rules by all different parties involved in international trade under one
single framework. To improve Chinese enterprises’ international competitiveness, alignment of Chinese
GRPHVWLFVWDQGDUGVDQGSURFHGXUHVZLWKLQWHUQDWLRQDORQHVDUHQHHGHG+RZHYHULQWKH¿HOGRIDYLDWLRQIRU
example, scheduling at major Chinese gateways is not in accordance with global practices such as those
laid down in the Worldwide Scheduling Guidelines (WSG).
In the following section, the European Chamber’s Aviation and Aerospace, Construction, Information and
&RPPXQLFDWLRQ7HFKQRORJ\,QIRUPDWLRQ6HFXULW\/RJLVWLFV0DULWLPH7UDQVSRUWDQG4XDOLW\DQG6DIHW\
6HUYLFHVZRUNLQJJURXSVHODERUDWHRQWKHLUVSHFL¿FFKDOOHQJHVLQYHVWLQJLQWKHVHUYLFHVVHFWRULQ&KLQD
DQGPDNHUHFRPPHQGDWLRQVDLPHGDWLPSURYLQJWKHRSHUDWLQJHQYLURQPHQWDQGOHYHOOLQJWKHSOD\LQJ¿HOG
for both foreign and Chinese enterprises.
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Key Recommendations
1. Continue to Strengthen Exchanges and Cooperation Between the European
Union (EU) and China in Aviation Matters
 Pursue a dialogue which covers all aspects of the aviation industry.
 /
 DXQFKDQHZ(8&KLQDFRRSHUDWLRQSURJUDPPHLQDYLDWLRQ
 (
 VWDEOLVKDUHJXODU(8&KLQDDYLDWLRQVXPPLWIRUXP

 +DUPRQLVH$LUZRUWKLQHVV&HUWL¿FDWLRQ3URFHVVHVZLWK,QWHUQDWLRQDO&RPPRQ
Practices (Safety)
 Harmonise airworthiness certification processes with international common practices that are
conducive to a bilateral aviation safety agreement.
 (
 VWDEOLVKDUHJXODUH[FKDQJHPHFKDQLVPWRHQVXUHWKDWUHOHYDQWFHUWL¿FDWLRQVDUHJUDQWHGLQWKH
absence of a bilateral aviation safety agreement.

 &RQWLQXHWR,QFUHDVHWKH(I¿FLHQF\RI&KLQD¶V$LUVSDFH $LU7UDI¿F0DQDJHPHQW
(ATM))
 &
 RQWLQXH H[SDQGLQJ WKH DLUVSDFH IRU FLYLO DYLDWLRQ DGGLQJ LQWHUQDWLRQDO HQWU\H[LW SRLQWV DQG
LQFUHDVLQJLWVHI¿FLHQF\E\UHGHVLJQLQJVRPHGRPHVWLFURXWHV
Section Four: Trade in Services

 (
 VWDEOLVKDPRUHHI¿FLHQWDQGWUDQVSDUHQWVORWDOORFDWLRQV\VWHP
 Strengthen the communication between Europe and China to enable better operational
predictability for operators and to lay the grounds for future ATM cooperation.

4. Build a Common Vision for Environmental Standards and Technologies
(Environment)
 ,PSURYH FRRSHUDWLRQ RQ DYLDWLRQUHODWHG HQYLURQPHQWDO SROLFLHV DQG EXLOG FRPPRQ SRVLWLRQV
within the framework set by the International Civil Aviation Organisation (ICAO).
 6
 XSSRUW WKH LQGXVWU\¶V IRXUSLOODU VWUDWHJ\ ZLWK LQFHQWLYHV DQG LPSURYHPHQWV WR RSHUDWLRQDO
procedures.

5. Enhance Cooperation and Exchanges to Advance the Opening of China’s
Low Altitude Airspace (General Aviation (GA))
 Continue the pilot programme of opening airspace for general aviation (GA) in selected cities and
regions and expand the programme to new areas.
 ,PSOHPHQWSROLF\LQFHQWLYHVZKLFKHQFRXUDJHWKHHPHUJHQFHRISDUDSXEOLFVHUYLFHV
 Align operating guidelines for GA aircrafts with international standards.

6. Develop a More Market-orientated Aviation and Aerospace Market (Economic
Regulations)
 Relax regulations for foreign companies to establish operations in China.
 Reduce airport and terminal charges.

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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Introduction to the Working Group
Both the Aviation and the Aerospace working groups
were an integral part of the European Chamber since
LWVIRXQGDWLRQLQ,QWKHWZRZRUNLQJJURXSV
were merged into a combined Aviation and Aerospace
Working Group to create an aligned and cohesive voice
IRULQFUHDVHGSROLWLFDOOHYHOH[FKDQJHV
The Aviation and Aerospace Working Group includes
passenger and freight air carriers and companies that
manufacture a broad range of aerospace products
including civil aircrafts, aero engines, helicopters, space
systems and equipment. It also comprises maintenance
and service companies that carry out repairs, training
and other activities supporting the aviation industry in
general.

Recent Developments

2015/2016

group believes that constructive cooperation between
(XURSHDQG&KLQDLQWKH¿HOGRIDYLDWLRQZLOOFRQWULEXWH
meaningfully to this goal.

Key Recommendations
1. Continue to Strengthen Exchanges and
Cooperation Between the European
Union (EU) and China in Aviation Matters
Concern
It has been proven in the past that misunderstanding
of policies issued by either the EU or China have the
potential to hinder the development of their respective
aviation industries, therefore keeping regular exchanges
DW JRYHUQPHQWWRJRYHUQPHQW OHYHO LV QHFHVVDU\ IRU
both parties to better understand each other’s priorities
and avoid communication gaps.

Recent developments have brought positive momentum
WR(8&KLQDFRRSHUDWLRQRQDYLDWLRQPDWWHUV,QSDUWLFXODU

Assessment
(XURSH DQG &KLQD KDYH ERWK KDG D ORQJVWDQGLQJ

WKHVLJQLQJRIWKH/HWWHURI,QWHQW /R, LQEHWZHHQ
WKH'LUHFWRUDWH*HQHUDOIRU0RELOLW\DQG7UDQVSRUW '*

interest in the aviation industry. Policies have been

029(  DQG WKH &LYLO$YLDWLRQ$GPLQLVWUDWLRQ RI &KLQD
(CAAC), has served as a catalyst to accelerate the
strategic partnership between the EU and China. In the

as the aviation industry is, these policies often have
an effect on the development of both domestic and
international players in China and in Europe. Therefore

framework for discussions between the EU and China.
'XULQJ  D QXPEHU RI GLVFXVVLRQV ZHUH KHOG WR

the coordination in their enactment becomes ever

H[SORUH IXUWKHU FRRSHUDWLRQ DURXQG WZR PDMRU DUHDV
first, technical cooperation regarding aviation safety,

safety, security, air traffic management (ATM) and the

QRWDEO\ DLUZRUWKLQHVV DQG VHFRQG D SRWHQWLDO (8
China comprehensive aviation agreement.

more important, especially for issues like aviation
environment. Other areas which deserve equal attention
are GA, customs, aerospace industrial policy and those
related to investments in the industry.

The Aviation and Aerospace Working Group is very
encouraged to see increased exchanges between the
(8 DQG &KLQD RQ DYLDWLRQUHODWHG WRSLFV DQG VWURQJO\

Recently, both sides have announced their willingness
to enhance the existing technical cooperation in civil

believes that these are conducive to more cooperation
SRVVLELOLWLHVLQDUHDVGHWDLOHGLQWKH/R,VXFKDVJHQHUDO

Aviation Project (EUCCAP) having ended in October

DYLDWLRQ *$  FXVWRPV LQGXVWULDO SROLF\ DQG DYLDWLRQ
based investments.

DYLDWLRQUHODWHG ILHOGV :LWK WKH IRUPHU (8&KLQD &LYLO
WKHUHKDVEHHQDJURZLQJQHHGIRUDQHZLQLWLDWLYH
that can build on the success of previous projects and
further support industry participation in these renewed
exchanges between Europe and China.

All these developments come at an important time for
China. The Decision on Some Major Issues Concerning
Comprehensively Deepening the Reform (Decision)
reinforced China’s commitment towards becoming
D PRUH PDUNHWEDVHG HFRQRP\ DQG WKH ZRUNLQJ
 Decision of the Central Committee of the Communist Party of China on Some Major
Issues Concerning Comprehensively Deepening the Reform, Xinhua, th November,
YLHZHGrd-XO\KWWSQHZV[LQKXDQHWFRPFBKWP!

In addition to the need for a cooperation programme,
there has been a request from the industry for a regular
IRUXP LQ WKH IRUP RI DQ (8&KLQD DYLDWLRQ VXPPLW
where European and Chinese stakeholders, together
with industry involvement, can exchange views on
industry and international issues. Such a forum would
enable both government and industry to understand
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FRQWH[WRIVKDUHGLQWHUHVWVWKH/R,SURYLGHGDVWUXFWXUHG

introduced by lawmakers on both sides to support the
foundation of the industry. In an industry as international

Third Plenum Reality Check
What did the Third Plenum’s Decision say?
,QQDWXUDOPRQRSRO\LQGXVWULHVLQZKLFKVWDWH
owned capital continues to be the controlling
shareholder … carry out reform focusing on
separation of government administration from
enterprise management …

What is the reality?

Status

It is widely acknowledged among industry players
WKDW&KLQD¶VRYHUUHJXODWLRQLQWKHDYLDWLRQVHFWRU
has become a bottleneck to the market and risks
hampering industry growth.
There has been a very positive development in
the emergence of new private airlines. On the

Supporting the healthy development of the

manufacturing side, however, private sector

QRQSXEOLFVHFWRU

development lags behind. This is detrimental to
the development of new technologies and the
competitiveness of this sector in China.

… develop a mechanism within which the
market plays a key part in determining
innovation programmes and allocation of funds,

The support for innovation from private industry is
OLPLWHGDQGWKHDOORFDWLRQRIIXQGVLVQRWHI¿FLHQW

and assessing results.
All enterprise investment projects … should
be decided by the enterprises independently
in accordance with the law, and no longer
require government approval.

Section Four: Trade in Services

… improve the government organisational

Burdensome administrative approval processes
are still common in certain areas, for instance
aircraft purchase and registration.

structure, function composition and work

Multiple government agencies regulate the
industry, resulting in different understanding,

procedures.

LQHI¿FLHQWZRUNDQGXQQHFHVVDU\FRVWV

Further opening up inland and border areas.

China has been very active in developing

… will support inland cities to start more
international passenger and freight air routes.

ZHVWHUQ VRXWKZHVWQRUWKZHVW DUHDVZLWKVSHFLDO
incentive policies for direct international air links.

each other’s priorities and initiate discussions for policy
applications and evaluations.

RIWHQ GHYLDWHV IURP LQWHUQDWLRQDOO\DFFHSWHG SUDFWLFH
LQ SDUWLFXODU WKH SURFHVV RI YDOLGDWLRQ LV YHU\ WLPH

Recommendations

consuming with unclear instructions for foreign
manufacturers to follow.

 Pursue a dialogue which covers all aspects of the
aviation industry.
 /DXQFK D QHZ (8&KLQD FRRSHUDWLRQ SURJUDPPH LQ

Assessment
Airworthiness is by far the most important issue for

aviation.
 (VWDEOLVKDUHJXODU(8&KLQDDYLDWLRQVXPPLWIRUXP

any national aviation authority. In recent years, the
working group has witnessed a much closer dialogue
EHWZHHQ WKH (8 DQG &KLQD RQ DLUZRUWKLQHVVUHODWHG

2. Harmonise Airworthiness Certification
Processes with International Common
Practices (Safety)

issues. While the willingness from both sides to discuss
a potential bilateral aviation safety agreement is clear,
discussions are likely to be carried on for several years.

Concern
:KLOH&KLQDKDVHVWDEOLVKHGVROLGDYLDWLRQFHUWL¿FDWLRQ
regulations, the implementation of these regulations
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than is currently afforded. In this regard, the Aviation

PRUHVXSSRUWIRUWKH&$$&WRLPSURYH$70HI¿FLHQF\

and Aerospace Working Group believes that the
government’s constant procrastination of administrative

/RRNLQJIRUZDUGWKHZRUNLQJJURXSZRXOGOLNHWRVHHERWK

reviews and approvals would be perceived as a lack of

WKH (8 DQG &KLQD HQJDJH LQ D ORQJWHUP FRRSHUDWLRQ

capacity to keep up with international practices.

conducive to building commonalities between their
respective airspace management modernisation plans.

Recommendations
 Harmonise airworthiness certification processes with
international common practices that are conducive to a
bilateral aviation safety agreement.
 Establish a regular exchange mechanism to ensure
WKDWUHOHYDQWFHUWL¿FDWLRQVDUHJUDQWHGLQWKHDEVHQFH
of a bilateral aviation safety agreement.

This should also enhance cooperation between industries
and encourage openness to common standards and
sharing of best practices.
Recommendations
 Continue expanding the airspace for civil aviation,
DGGLQJLQWHUQDWLRQDOHQWU\H[LWSRLQWVDQGLQFUHDVLQJLWV
HI¿FLHQF\E\UHGHVLJQLQJVRPHGRPHVWLFURXWHV

3. Continue to Increase the Efficiency of
&KLQD¶V$LUVSDFH $LU7UDI¿F0DQDJHPHQW
(ATM))
Concern
:LWKWKHJURZWKLQWKHQXPEHURIFLYLOÀLJKWVFRQJHVWHG
airspace has become a major challenge for China’s
aviation industry during its process of modernisation.

 Establish a more efficient and transparent slot
allocation system.
 Strengthen the communication between Europe
and China to enable better operational predictability
for operators and to lay the grounds for future ATM
cooperation.

4. Build a Common Vision for Environmental
Standards and Technologies (Environment)

Assessment
China’s civil aviation authorities have been under

DYLDWLRQUHODWHGHQYLURQPHQWDOSROLFLHV

remains critically insufficient. Currently, ATM in China
is still fragmented by areas in terms of application and
approval processes. Civil carriers are not receiving

Assessment

equal treatment in using slots and airspaces.

The aviation industry has committed to reducing its
environmental impact. This commitment has been
UHÀHFWHGLQWKH,QWHUQDWLRQDO&LYLO$YLDWLRQ2UJDQLVDWLRQ

Possible solutions to the current situation include introducing

,&$2 HQGRUVHG IRXUSLOODU VWUDWHJ\ WHFKQRORJLFDO
innovation, operational improvements, infrastructure

transparent and fair slot allocation management, granting
equal treatment between passenger and cargo carriers and
increasing slot usage for civil flights. These measures
FRXOGVLJQL¿FDQWO\LPSURYH$70HI¿FLHQF\)RULQVWDQFH
SURYLGLQJ GD\WLPH VORWV D FRPPRQ SUDFWLFH LQ RWKHU
countries, can help the Chinese aviation industry
to benefit from global supply chain connectivity.
$GGLWLRQDOO\ GHYHORSLQJ µIO\WKURXJK¶ MRLQW DLUVSDFH
for civil aviation can also help to optimise aerospace
HI¿FLHQF\ZKHQLWLVQRWRFFXSLHGE\WKHPLOLWDU\
Authorities need to communicate with the aviation
industry and the general public on planned
improvements and future challenges. Regular and
expanded communication will help to ease public
concern and allow industry to contribute to and secure

investments and economic incentives.
Technological innovation has been considered one of
the most effective measures for curbing emissions. In
China, some policy incentives are already being put in
place to encourage the use of this kind of technology. For
instance, the CAAC, via its Civil Aviation Development
Fund, incentivises airlines to adopt new technologies to
reduce their carbon footprint in China. Initiatives like this
are good complements to comprehensive policies and
DUHDOVRLQOLQHZLWKWKHLQGXVWU\¶VIRXUSLOODUVWUDWHJ\
Another area that helps to address environmental
protection issues is the optimisation of operational
procedures. For example, the overuse of aircraft
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great pressure to handle the exponential growth in
air travel. The utilisation of airspace for civil aviation

Concern
The EU and China need to work more closely on

holding and taxiing often results in unnecessary fuel
consumption, therefore if this was controlled more
effectively emissions could be reduced. However, such
procedural improvements would require advanced
coordination between ground support and air traffic
FRQWUROUHODWHG IXQFWLRQDO VXSSRUW 5HJXODU H[FKDQJHV
between China and the EU would provide an
opportunity for China to learn from its EU counterparts

Recommendations
 Continue the pilot programme of opening airspace
for GA in selected cities and regions and expand the
programme to new areas.
 Implement policy incentives which encourage the
HPHUJHQFHRISDUDSXEOLFVHUYLFHV
 Align operating guidelines for GA aircrafts with
international standards.

how to coordinate these procedures more effectively.
Recommendations
 ,PSURYHFRRSHUDWLRQRQDYLDWLRQUHODWHGHQYLURQPHQWDO
policies and build common positions within the

Concerns

framework set by the ICAO.
 6XSSRUW WKH LQGXVWU\¶V IRXUSLOODU VWUDWHJ\ ZLWK

It is widely acknowledged among industry players
WKDW &KLQD¶V RYHUUHJXODWLRQ RI WKH DYLDWLRQ VHFWRU KDV

incentives and improvements to operational

become a bottleneck in the market and even hampers

procedures.

industry growth.

5. Enhance Cooperation and Exchanges
to Advance the Opening of China’s Low
Altitude Airspace (GA)
Concern
Compared with its commercial aviation sector, China’s

Assessment
&KLQD¶V RYHUUHJXODWLRQ RI WKH DYLDWLRQ LQGXVWU\ ULVNV
hampering its growth. Rules governing the mandatory
VHWXS RI MRLQW YHQWXUHV -9V  WKH DSSURYDO RI DLUFUDIW
SXUFKDVHVUHJLVWUDWLRQ WKH RSHUDWLRQ RI *$ VHUYLFHV
DQGWKHFRPSOH[DLUSRUWVORWDOORFDWLRQSURFHVVDUHEXW

tight regulations and limited technological progress,

a few examples of regulations that could be improved to
WKHEHQH¿WRIWKHZKROHLQGXVWU\:KLOHDOOQDWLRQDODQG

the slow development of GA indirectly hinders the

international players have every intention of adhering

development of the aviation services industry in areas

to existing regulations, sometimes they perceive certain
regulations to be going against the economic and

*$ VHFWRU LV YHU\ XQHYHQO\ GHYHORSHG FRXSOHG ZLWK
Section Four: Trade in Services

6. Develop a More Market-orientated Aviation
and Aerospace Market (Economic Regulations)

such as emergency medical services, power line
surveillance, tourism and others.
Assessment
It is a positive signal for manufacturers that China
identified several pilot regions where GA flights are
permitted. However, though those pilot projects proved
VXFFHVVIXO &KLQD VHHPHG YHU\ KHVLWDQW WR VFDOHXS
operations to other areas which obviously possess the
potential to open up aerospace for GA.
Formulating the right regulations for low altitude airspace
often requires a thorough evaluation by aviation
authorities. The working group is glad to see that the
CAAC has been working in this direction. With support
from international institutions, numerous exchanges have
been held between the CAAC and their counterparts
from around the world on the sharing of best practices
regarding the opening up of lower airspace.

strategic interests of companies and consumers.
The aviation and aerospace industry in China has
experienced rapid growth and modernisation. However,
due to limitations on investment most foreign players
FXUUHQWO\ RSHUDWLQJ LQ &KLQD DUH LQ WKH IRUP RI -9V
,Q YLHZ RI &KLQD¶V GHVLUH WR PRYH WRZDUGV D PDUNHW
orientated economy, rules such as mandatory
SDUWQHUVKLSV-9V LQWHOOHFWXDO SURSHUW\ ,3  GLVFORVXUH
and ownership rules are strong deterrents to new
investments and often complicate existing operations
of current projects, jeopardising their successful
completion.
The regulations on operations of foreign airlines also
deserve closer attention. Currently, many operational
charges in China are higher than those in other similar
markets in the world, and in certain cases some charges
for foreign carriers are higher than those for domestic
ones. Furthermore, foreign airlines are still mandated to
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XVHWKHVWDWHRZQHGHPSOR\PHQWVHUYLFHFRPSDQ\IRU
recruiting new staff. This regulation considerably limits
the employment pool that airline operators could enjoy
in an otherwise more competitive environment.
Recommendations
 Relax regulations for foreign companies to establish
operations in China.
 Reduce airport and terminal charges.

Abbreviations
$7&



$LU7UDI¿F&RQWURO

$70
CAAC



$LU7UDI¿F0DQDJHPHQW
Civil Aviation Administration of China

EASA

European Aviation Safety Agency

(8&&$3
GA
ICAO

(8&KLQD&LYLO$YLDWLRQ3URMHFW
General Aviation
International Civil Aviation Organisation

IP
-9
/R,

Intellectual Property



-RLQW9HQWXUH
/HWWHURI,QWHQW

MOFCOM

Ministry of Commerce

NDRC

National Development and Reform
Commission
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Construction Working Group

Key Recommendations
1. Promote Sustainable Urban Development
 3URPRWHKXPDQFHQWUHGXUEDQLVDWLRQVKLIWLQJWRDQDSSURDFKWKDWHPSKDVLVHVFLWL]HQV¶TXDOLW\RI
life.
 6HWXSDMRLQWUHVHDUFKFHQWUHZLWKWKHDLPRISURYLGLQJLQWHJUDWHGXUEDQSODQQLQJVROXWLRQVZLWK
Chinese characteristics.
 (QFRXUDJHFRRSHUDWLRQDPRQJ(XURSHDQDQG&KLQHVHSXEOLFDQGSULYDWHHQWLWLHVIRUWKHFUHDWLRQ
of eco, smart and cultural cities, as well as advancing the development of major city clusters.
 'HHSHQUHIRUPRIWKHODQGPDQDJHPHQWV\VWHPWRXVHODQGPRUHHIIHFWLYHO\DQGHFRQRPLFDOO\
employing new standards.
 6WUHQJWKHQDQGDGYDQFHWKHOHYHORILQIUDVWUXFWXUHDQGEXLOGLQJFRQVWUXFWLRQTXDOLW\DQGGXUDELOLW\
as well as management systems.
 ,PSURYHHQHUJ\HI¿FLHQF\DWWKHFLW\DQGVLQJOHEXLOGLQJVFDOHWRUHGXFHHQHUJ\FRQVXPSWLRQ
and carbon dioxide (CO) emissions.
 0DLQWDLQIRUHLJQGLUHFWLQYHVWPHQW )', SROLF\VWDELOLW\DQGWUDQVSDUHQF\DQGHQFRXUDJHPXWXDO
LQYHVWPHQWLQWKH¿HOGRIVXVWDLQDEOHXUEDQGHYHORSPHQWSODQQLQJDQGH[HFXWLRQWRPDNHLWHYHQ
more attractive and achievable.

2. Enhance Market Access for European Construction (Including Engineering
and Architectural) Service Providers (CSPs)
Section Four: Trade in Services

 $SSO\IXUWKHUOLEHUDOLVDWLRQPHDVXUHVEH\RQGWKRVHLPSOHPHQWHGLQWKH&KLQD 6KDQJKDL 3LORW
Free Trade Zone (CSPFTZ) to enable European Construction Service Providers (CSPs), and
engineering and design entities to undertake construction and engineering projects in a broader
UDQJHRIVHFWRUVDQGDSSO\IRUDOOOHYHOVRITXDOL¿FDWLRQFHUWL¿FDWHVLQFOXGLQJ*UDGH$
 5HFRJQLVHLQWHUQDWLRQDOH[SHUWLVHDQGSURIHVVLRQDOTXDOL¿FDWLRQVWRIDFLOLWDWHNQRZOHGJHVKDULQJ
DQGH[FKDQJHRINQRZKRZDFURVVUHJLRQV
 ,PSURYHWKHHI¿FLHQF\DQGFRPSHWHQF\RI&KLQHVH&63V
 5HPRYHWKHULJLGUHTXLUHPHQWVDVVRFLDWHGZLWKXVLQJVWDQGDUGFRQWUDFWVLVVXHGE\WKH0LQLVWU\
of Construction (MOC) and the State Administration of Industry and Commerce (SAIC) to file
construction projects.
 3URPRWHRQOLQH¿OLQJIRUEDVLFSURMHFWVDQGFRQWUDFWRULQIRUPDWLRQRQO\
 ,PSURYHWKHOHJLVODWLRQIRUPHUJHUVDQGDFTXLVLWLRQV 0 $ RIORFDOFRPSDQLHVYLD)',

3. Revise Building Codes, Standards and Performance Evaluations to
Allow for Flexibility and Evolution in the Implementation of Advanced
Construction Materials and Technologies
 &RQWLQXH WKH DSSOLFDWLRQ RI KDUPRQLVHG PHDVXUHPHQW PHWKRGV WHVWLQJ SURFHGXUHV DQG
performance assessments of green buildings and sustainable construction materials.
 $OORZ(XURSHDQDQG&KLQHVHHQWHUSULVHVWRSDUWLFLSDWHLQGHYHORSLQJORFDODQGQDWLRQDO&KLQHVH
standards on an equal basis.
 (QIRUFH RQOLQH SXEOLFDWLRQ RI EXLOGLQJ FRQVWUXFWLRQ SHUIRUPDQFH DQG VDIHW\ DQG FRPSOLDQFH
checks by an independent authority during project execution and commissioning.
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 $SSO\ FRQVLVWHQW FDOFXODWLRQ PHWKRGV IRU HQHUJ\ SHUIRUPDQFH YHULILFDWLRQ IURP WKH EXLOGLQJ
design to operation stage, and an online monitoring system to understand building energy
performance in different climate zones.
 ,QWURGXFH PRUH SURIHVVLRQDO WUDLQLQJ SURJUDPPHV IRU FRQVWUXFWLRQ SURIHVVLRQDOV WR UDLVH WKH
quality of projects.
 ,QYROYH DOO UHODWHG LQGXVWU\ VWDNHKROGHUV LQ WKH EXLOGLQJ FRGH FRQGXFWLRQ SURFHVV LQ D PRUH
transparent way, consider employing advanced international experience and technologies—or at
least using them as a benchmark—to ensure that different opinions are solicited.
 &RQVLGHU DSSO\LQJ D WRWDOOLIHF\FOH FUDGOHWRJUDYH DSSURDFK IRU FDOFXODWLQJ EXLOGLQJ HQHUJ\
HI¿FLHQF\SHUIRUPDQFHHYDOXDWLRQVSURPRWHDQRQOLQHHQHUJ\FRQVXPSWLRQPRQLWRULQJV\VWHP
with live monitoring for building performance; and recommend the establishment of a national
database for ‘big data analysis’.

4. Establish a Fair, Healthy and Advanced Real Estate (RE) Market with Equal
Capital, Debt and Procedural Requirements for Foreign and Chinese
Companies in RE Investment and Development
 $EROLVK &LUFXODU  DQG UHODWHG UHJXODWLRQV DQG UHPRYH WKH XQIDLU UHTXLUHPHQW RI KLJKHU
registered capital for foreign companies.
 $EROLVK&LUFXODUDQGUHODWHGUHJXODWLRQVZKLFKSURKLELWDQ\IRUHLJQORDQIRU5(LQYHVWPHQW
 6LPSOLI\ DSSOLFDWLRQ SURFHGXUHV UHTXLUHPHQWV DQG EXUHDXFUDWLF SURFHGXUHV IRU GHYHORSPHQW
projects.
 $OORZ WKH HVWDEOLVKPHQW RI IRUHLJQLQYHVWHG OLPLWHGOLDELOLW\ SDUWQHUVKLSV ZLWK D IRFXV RQ 5(
investments.
 (QFRXUDJHIRUHLJQ¿QDQFLDOLQVWLWXWLRQVDQGIXQGVWRSURYLGHPRUHPDWXUH¿QDQFLDOPRGHOVLQDQ

Introduction to the Working Group
7KH&RQVWUXFWLRQ:RUNLQJ*URXSZDV¿UVWHVWDEOLVKHG
LQ  WR UHSUHVHQW (XURSHDQ FRQVWUXFWLRQ VHUYLFH
providers (CSPs) operating in China. The main objective
is to maintain frequent dialogue with key stakeholders,
LQFOXGLQJ WKH 0LQLVWU\ RI +RXVLQJ DQG 8UEDQ5XUDO
Development (MOHURD), the National Development
and Reform Commission (NDRC), European Union
(8 LQVWLWXWLRQVDQGFRQVWUXFWLRQUHODWHGRUJDQLVDWLRQV
and associations. This cooperation aims to provide
feedback on and support for Chinese construction
policies, with a current focus on sustainable urban
GHYHORSPHQW DQG SURPRWH LQYHVWPHQW LQ KLJKTXDOLW\
HQHUJ\HI¿FLHQWEXLOGLQJV

OHDGHUVKLSWRDFKLHYHEXLOGLQJHQHUJ\HI¿FLHQF\WDUJHWV
While more stringent building energy consumption
standards, including new energy conservation standards
for residential buildings and energy saving standards for
building renovations, are currently under revision, there
are a few notable regulatory developments.
The MOHURD and other government agencies have
LVVXHGWKHIROORZLQJUHOHYDQWPHDVXUHV
 National Additive Manufacturing Industry Development
3URPRWLQJ3ODQ ± SXEOLVKHGE\7KH0LQLVWU\
of Industry and Information Technology (MIIT), the
NDRC and the Ministry of Finance (MOF), in February

 7KH  3LORW 6SRQJH &LW\ &RQVWUXFWLRQ ZDV
HPEDUNHGRQE\WKH02)WKH02+85'RQWKHnd

Recent Developments
As the 12th )LYH<HDU 3ODQ )<3  HQWHUV LWV ILQDO \HDU
LQ  WKHUH LV LQFUHDVLQJ SUHVVXUH RQ WKH &KLQHVH

 National Additive Manufacturing Industry Development Promoting Plan (2015–
2016)0,,71'5&02)th)HEUXDU\YLHZHGth-XQHKWWS
ZZZPLLWJRYFQQQQQKWPO!
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LQLWLDOLPPHGLDWHUROORXWRIWKHSROLF\LQDOORI&KLQD¶VIUHHWUDGH]RQHV )7=V 

Third Plenum Reality Check
What did the Third Plenum’s Decision2
say?

What is the reality?

Status

³:HZLOOVWLFNWRWKHSDWKRIDQHZW\SHRI
urbanisation with Chinese characteristics,

Although sustainable urban development is still high

SXVKIRUZDUGSHRSOHRULHQWHGXUEDQLVDWLRQ

on the agenda, little progress has been seen the

promote the coordinated development of

last year. In the current challenging property market,

PHJDFLWLHV PLGVL]HG FLWLHV VPDOO FLWLHV

sustainability in particular has had less attention paid

and small towns, promote the integrated

to it. The sustainable development of a complete living

development of industries and cities, and
advance urbanisation and the building of

environment—not only limited to green buildings—
needs more attention in providing better living conditions.

new rural areas in a coordinated manner.”
Minor improvements have been seen in terms of
“Deepening reform of the management

implementation of international best practises and

system for science and technology.”

standards, transparency, performance tracking and
codes.

“We will promote innovation in urban
construction management.”

/LWWOH FKDQJHV KDYH EHHQ PDGH 6PDUW &LWLHV ZLWK
relevant technology and material innovations should
be promoted more and access for foreign global
players should be granted.

Section Four: Trade in Services

)HEUXDU\
 FLWLHVLQFOXGHGLQWKH1DWLRQDO/LVWRI3LORW6PDUW
Cities WKH FLWLHV LQFOXGHG RQ WKH OLVW SXEOLVKHG LQ
$XJXVW  ZLOO GHYHORS XUEDQ LQIUDVWUXFWXUH DQG
management plans to construct smart cities.
 7ULDO &RQVWUXFWLRQ 3URMHFW (QYLURQPHQWDO ,PSDFW
Assessment (,$  UHOHDVHG LQ 1RYHPEHU 
the directory aims to increase EIA information
transparency and promote public participation in the
EIA.
 Building Construction and Municipal Infrastructure
Project Completion and Acceptance Provisions
WKHQRWLFHSXEOLVKHGLQ'HFHPEHULQWHQGVWR
implement the &RQVWUXFWLRQ 4XDOLW\ 0DQDJHPHQW
Regulations to ensure a higher level of construction
project quality.6
 7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision.
2015 Pilot Sponge City Construction0LQLVWU\RI:DWHU5HVRXUFHVnd February,
YLHZHGth-XQHKWWSZZZPZUJRYFQ]Z]FW]JJW]JV
WBKWPO!
  &LWLHV LQ 1DWLRQDO /LVW RI 3LORW 6PDUW &LWLHV 02+85'  th August,

 Circular on ,PSOHPHQWDWLRQ RI *UHHQ %XLOGLQJ
$FWLRQVIRU$IIRUGDEOH+RXVLQJWKH'HFHPEHU
document actively promotes building green houses
in affordable housing areas. 
 2SLQLRQVRQ6WUHQJWKHQLQJ6XSHUYLVLRQRI&RQVWUXFWLRQ
Project Standards ImplementationSXEOLVKHGLQ0DUFK
WKLVJXLGDQFHDLPVWRDFFHOHUDWHFRPSUHKHQVLYH
and effective implementation of project standards.
The 1DWLRQDO 1HZ7\SH 8UEDQLVDWLRQ 3ODQ, which
ZDV SXEOLVKHG LQ 0DUFK  OD\V WKH IRXQGDWLRQ
for China’s urbanisation with specified targets and
PHDVXUHV XS XQWLO  SURPLVLQJ D KXPDQFHQWUHG
DQGHQYLURQPHQWDOO\IULHQGO\DSSURDFK,WZLOOVHUYHDV
an engine for sustainable, healthy economic growth and
support China in achieving its ecological and energy
targets.
As part of the plan, the Chinese Government aims to
OLIWWKHXUEDQLVDWLRQUDWHIURPWKHFXUUHQWSHUFHQWWR
SHUFHQWE\,WSODQVWRHQVXUHWKDWHYHU\FLW\

 YLHZHG  th  -XQH  ZZZPRKXUGJRYFQ][\GW
WBKWPO!
1RWLFHRQ7ULDO&RQVWUXFWLRQ3URMHFW(QYLURQPHQWDO,PSDFW$VVHVVPHQW (,$ 
*RYHUQPHQW,QIRUPDWLRQ3XEOLF'LUHFWRU\, Ministry of Environmental Protection

 Construction Project Contracting and Contract Pricing Management Approach,
02+85'th'HFHPEHUYLHZHGth-XQHZZZPRKXUGJRYFQ

0(3  1RYHPEHUYLHZHG -XQHZZZPHSJRYFQJNPO
KEEEJWWBKWP!
Notice on the Building Construction and Municipal Infrastructure Project Completion
and Acceptance Provisions02+85'nd'HFHPEHUYLHZHGth-XQH

]FIJMVEJ]WBKWPO!
 2SLQLRQVRQ$FFHOHUDWLQJ,PSOHPHQWDWLRQDQG6XSHUYLVLRQRI&RQVWUXFWLRQ3URMHFWV
Standards02+85'th0DUFKYLHZHGth-XQHZZZPRKXUG
JRYFQ][\GWWBKWPO!

th

6

th

ZZZPRKXUGJRYFQ]FIJMVEZMBMVEZMJF]OWBKWPO!
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2015/2016

friendly’ urbanisation process.

FRQQHFWHGE\UDLODQGH[SUHVVURDGVE\ZKLOHQHZ
airports will be built to create a civil aviation network

The Urbanisation Plan lays out a comprehensive

WKDW FDWHUV WR  SHU FHQW RI WKH FRXQWU\¶V SRSXODWLRQ

reform agenda to make China’s continuing urbanisation

The Construction Working Group hopes that European

process more efficient, inclusive and sustainable by

companies will be able to fully contribute to this process
with their leading expertise and technologies.

systematically changing the way it allocates land,

7KH 0LQLVWU\ RI /DQG DQG 5HVRXUFHV 0/5  DOVR VHW

level reform can resolve—land ownership, hukou, the

XS WKH 5HDO (VWDWH 5HJLVWUDWLRQ %XUHDX LQ 0D\ 
the first firm step towards a national, unified property

¿VFDOV\VWHPDQGORFDOJRYHUQPHQWUHIRUP²LWZLOOEHLWV

registration system.

plan’s success or failure.

Although China’s urbanisation offers a multitude

The new model is intended to help China maintain its

of opportunities, European CSPs continue to face

economic growth at a sustainable level by increasing

legal barriers to enter and participate in the Chinese

consumption – a natural consequence of the increase in

construction market. There have not been many
regulatory changes to put European CSPs on an equal

urban population. While this new urbanisation drive will
place increasing strain on infrastructure, it will also free

footing with their Chinese counterparts; however, the

up surplus agricultural labour and open possibilities for

China (Shanghai) Pilot Free Trade Zone (CSPFTZ)
reforms are a step in the right direction, with two of

WKHGHYHORSPHQWRILQGXVWULDO LQWHQVLYHPRUHHI¿FLHQW 
farming, in order to safeguard China’s food security.

people and capital across the country. While the
Urbanisation PlanODLGRXWVHYHUDOLVVXHVWKDWQDWLRQDO

implementation at the local level that will determine the

SDUWLFXODUQRWH
 The international track record can be used to apply
IRUHQJLQHHULQJDQGGHVLJQTXDOL¿FDWLRQV

The Urbanisation Plan was developed to establish a
GLYHUVL¿HGDQGVXVWDLQDEOHIXQGLQJJXDUDQWHHVFKHPH

 5HVWULFWLRQVRQ6LQRIRUHLJQFRQVWUXFWLRQSURMHFWVLQ
Shanghai have been lifted.

The urbanisation market will also be open to private
capital to allow for multiple financing arrangements

reforms, it nevertheless expects further liberalisation to
expand to other construction sectors and also nationwide.

Key Recommendations

Construction Working Group expects that European
businesses will be given the opportunity to participate
on a level playing field with Chinese businesses, so
WKDWWKH\FDQGHSOR\IXQGLQJDQG¿QDQFLDOVNLOOVDVZHOO
as global urbanisation expertise, to support China’s
sustainable urbanisation process.

1. Promote Sustainable Urban Development
The current urban planning model and system is
Concern
Although European businesses have decades of proven
experience in urban planning, urban management, and
HQHUJ\HI¿FLHQWFRQVWUXFWLRQSUDFWLFHVSUHVHQWPDUNHW
entry barriers in China’s construction and engineering
industry prevent them from fully contributing to China’s
sustainable urbanisation process.

RXWGDWHG DQG GRHVQ¶W PDWFK WKH QHHGV RI QHZVW\OH
urbanisation. It has therefore become necessary to
promote research and studies into the creation of new
rules and codes for urban and rural development. It is
important for all stakeholders to be integrated in the
process.
In order to develop joint research and innovation

Assessment
,Q 0DUFK  WKH 6WDWH &RXQFLO XQYHLOHG &KLQD¶V
1DWLRQDO1HZ7\SH8UEDQLVDWLRQ3ODQ 8UEDQLVDWLRQ3ODQ 
IRU±7KHUrbanisation Plan is considered the
government’s blueprint for the continuation of China’s
VWDWHOHG XUEDQLVDWLRQ GULYH ZLWK VSHFLILF WDUJHWV DQG
PHDVXUHV IRU D KXPDQFHQWUHG DQG µHQYLURQPHQWDOO\

projects, the Construction Working Group suggests
setting up a research centre focused on integrated
urbanisation planning with Chinese characteristics, for
XUEDQUXUDO GHYHORSPHQW E\ D FRRUGLQDWHG DSSURDFK
 Bai, Xuemei, Realizing China's Urban Dream 1DWXUH 9ROXPH  1DWXUH
3XEOLVKLQJ*URXSS±
 Ibid
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While the Construction Working Group welcomes these

between all stakeholders.

Urbanisation Plan, the Construction Working Group
proposes to select pilot project sites where European

Its purpose would be to encourage the relevant

and Chinese companies can cooperate on a level

RUJDQLVDWLRQVIURPERWKVLGHVWRFRRSHUDWHLQVWXG\LQJ

SOD\LQJ¿HOGLQRUGHUWRLPSOHPHQWVXLWDEOHSURMHFWVIRU

and creating technological and international standards

Smart Cities, Cultural Cities, Green Cities, and Safe

for a New Integrated Planning System for Urban and
Rural Area Development; create innovative solutions

Cities.

through collaboration between the academia and

Pilot projects should be selected among different level

industry; and to develop robust data and knowledge,

FLWLHVRIYDU\LQJVL]HVLQFRUSRUDWLQJVPDOOWRPHGLXP

which will provide guidance for the sustainable planning
of urban, energy, mobility, water, waste management.

VL]HGFLWLHVZLWKWKHLUVSHFL¿FDWLRQVFRPSDUHGWRWKRVH

Research should focus on the planning model,

In order to guarantee quick completion, pilot projects

DSSOLFDEOHWRVSHFL¿F&KLQHVHFKDUDFWHULVWLFVLQFLWLHV

VKRXOGKDYHVSHFL¿FWDUJHWVDQGRSHUDWHRQDUHDVRQDEOH

developed via this integrated approach. One study topic

scale to ensure implementation in a relatively short

could be an operational model in order to improve the

timeframe.

RIODUJHUWLHUDQGWLHUFLWLHV

Section Four: Trade in Services

process for public procurement, construction standards
and technologies to be implemented. Pilot projects

China’s unprecedented rate of urbanisation has seen

aimed at validating the technical and economic viability

problems with regard to safety and quality of urban

of research and study carried out by the research centre
could be another study topic.

construction. Great emphasis is being placed on
improving the safety and quality of energy efficiency

.H\UHVHDUFKWDUJHWVZRXOGLQFOXGH

in construction, which was underlined by the Chinese
leadership in the &KLQD *UHHQ %XLOGLQJ$FWLRQ 3ODQ,

 3URPRWLQJ KXPDQFHQWUHG XUEDQLVDWLRQ VKLIWLQJ WR

SXEOLVKHGLQ-DQXDU\,WVPDLQREMHFWLYHVLQFOXGHG

an urbanisation approach that emphasises citizens’
quality of life;
 Deepening reform of the land management system,

HQIRUFLQJ PDQGDWRU\ HQHUJ\VDYLQJ VWDQGDUGV IRU

to use land more effectively and economically;
 Improving standards for construction land use, and
implementing standards in a more stringent way by

QHZEXLOGLQJVLQXUEDQDUHDVDQGFRQVWUXFWLQJELOOLRQ
square metres of green buildings within the lifetime of
the 12th)<3.
European companies possess extensive cutting edge

improving ecological protection;
 S t r e n g t h e n i n g a n d i m p r o v i n g t h e l e v e l o f

WHFKQRORJ\ DQG NQRZKRZ LQ HFR VPDUW DQG FXOWXUDO

infrastructure, building construction quality and
durability, as well as management systems;
 ,PSURYLQJHI¿FLHQF\RIHQHUJ\SODQQLQJIRUFLWLHV

assist China in making Chinese cities more intelligent
and ecological. However, the lack of a clear regulatory
regime has delayed and discouraged the investment

 Reducing building energy consumption and carbon
dioxide (CO) emissions, both in new construction
and existing buildings;

in and development of green buildings and smart city
projects across China. The Construction Working Group
urges relevant Chinese regulators to speed up the

 Creating a financial protection mechanism for
urbanisation;

process of passing laws and regulations in this area and
ensuring enforcement of these laws and regulations at

 Enhancing the level of basic public services (e.g.
healthcare, education, mobility) in urban and rural
areas;

all levels of government – national, provincial and local.

 Proposing new standardisation processes to ensure
that the best technologies reach market; and
 Overcoming societal and cultural differences, as well

sustainable urbanisation is important in the context
RI WKH (8&KLQD QHJRWLDWLRQV IRU D &RPSUHKHQVLYH
Agreement on Investment (CAI). The protection of

DVVSHFL¿FLVVXHVZKLFKWKH(8DQG&KLQDKDYHRQ
intellectual property (IP) issues.

technology, knowledge and patents are important
issues for European companies as is the protection

Taking inspiration from the targets set out in the

of European investments in future cooperation with
Chinese entities.
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Recommendations
 3URPRWHKXPDQFHQWUHGXUEDQLVDWLRQVKLIWLQJWRDQ
approach that emphasises citizens’ quality of life.
 Set up a joint research centre with the aim of
providing integrated urban planning solutions with
Chinese characteristics.
 Encourage cooperation among European and
Chinese public and private entities for the creation of
eco, smart and cultural cities, as well as advancing
the development of major city clusters.
 Deepen reform of the land management system

2015/2016

This has created problems for the majority of European
CSPs that are new to the Chinese market. Even
WKRXJKWKH\KROGWRSTXDOL¿FDWLRQVLQ(XURSHDQGKDYH
completed numerous prominent projects internationally,
most of them may only start with the lowest grade
qualification in China, restricting their scope of work.
This affects European CSPs’ capability to engage
LQ KLJKHQG SURMHFWV QRUPDOO\ UHTXLULQJ D *UDGH$
qualification in China. This restriction has resulted in
inadequate technology transfers to Chinese CSPs.

to use land more effectively and economically,

Reciprocal recognition of international experience

employing new standards.

DQGTXDOL¿FDWLRQVZLOOSDYHWKHZD\IRU(XURSHDQ DQG

 Strengthen and advance the level of infrastructure
and building construction quality and durability as

Chinese CSPs to enter each other’s construction market
based on the same regulatory requirements. It will

well as management systems.

improve market access conditions for European CSPs

 ,PSURYH HQHUJ\ HIILFLHQF\ DW WKH FLW\DQG VLQJOH
EXLOGLQJVFDOH WR UHGXFH HQHUJ\ FRQVXPSWLRQ DQG
CO emissions.

in China and, in turn, encourage domestic Chinese

 Maintain FDI policy stability and transparency,

best practices.

CSPs to improve their international competitiveness by
SRVVHVVLQJLQWHUQDWLRQDOTXDOL¿FDWLRQVDQGFRQVWUXFWLRQ

and encourage mutual investment in the field of
sustainable urban development planning and
execution, to make it even more attractive and
achievable.

The Construction Working Group has raised these
concerns for the past several years. It is, however,
encouraged by recent reforms in the CSPFTZ that
the international track record can be used to apply

2.

for architectural design qualifications in the CSPFTZ.
Furthermore, liberalisation is expected to soon be rolled
out to other construction sectors and nationwide.

Concern
European CSPs, including architects, quantity

8QGHU 'HFUHH  Regulations on the Administration
RI )RUHLJQ,QYHVWHG &RQVWUXFWLRQ (QWHUSULVHV, wholly
IRUHLJQRZQHGFRQVWUXFWLRQHQWHUSULVHV :)2&(V DUH

surveyors, project managers and contractors, face legal
barriers to enter into the Chinese market, preventing
WKHP IURP VKDULQJ ZRUOGFODVV H[SHUWLVH DQG FXWWLQJ

OLPLWHGWRXQGHUWDNLQJ
 SURMHFWV¿QDQFHGE\LQWHUQDWLRQDOLQVWLWXWLRQV
 VLQRIRUHLJQ SURMHFWV ZKHUH IRUHLJQ LQYHVWPHQW LV

edge technology with Chinese CSPs.
Assessment

JUHDWHUWKDQSHUFHQWDQG
 GRPHVWLFSURMHFWVZKLFKDUHVRWHFKQLFDOO\GHPDQGLQJ
that Chinese CSPs are unable to undertake them.

China’s construction market is a highly regulated
industry sector. A local presence is required for

The above restrictions create a major market entry

European CSPs, with various industry qualification
requirements as a prerequisite, if they are to provide
services in the fields of planning, design and

barrier for WFOCEs, many of which possess advanced
construction technology, and substantial experience
and expertise in project management. The Construction

engineering, construction, surveying and construction
VXSHUYLVLRQ6WDWXWRU\SUHFRQGLWLRQVIRUWKHTXDOL¿FDWLRQV
include registered capital, personnel, place of business,

Working Group, nevertheless, welcomes the lifting
RI UHVWULFWLRQV RQ 6LQRIRUHLJQ SURMHFWV LQ 6KDQJKDL
Municipality, but urges greater liberalisation and

facilities and track record, without consideration for the
GLIIHUHQW PDUNHW FRQGLWLRQV IRU IRUHLJQLQYHVWHG DQG

QDWLRQZLGHUROORXWRIWKHUHIRUP

domestic CSPs.

Under existing regulations, contracts for design,
survey, construction and construction supervision are

Construction Working Group
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Enhance Market Access for European
Construction (Including Engineering
and Architectural) Service Providers
(CSPs)

UHTXLUHGWREH¿OHGZLWKORFDOFRQVWUXFWLRQDXWKRULWLHVD
precondition for the issuance of construction permits.
'DWLQJ EDFN WR  WKH 02& DQG WKH 6$,& LVVXHG
a set of standard contracts for design, construction
and construction supervision for reference and
recommendation. In China, it is not legally mandatory
to adopt such standard contracts, but, in reality, many
construction authorities only accept standard contracts
IRU¿OLQJ
)RUHLJQLQYHVWHG SURMHFW RZQHUV DQG &63V WHQG

3. Revise Building Codes, Standards
and Performance Evaluations to Allow
for Flexibility and Evolution in the
Implementation of Advanced Construction
Materials and Technologies
Concern
The current lack of transparency in the process of
developing or modifying building codes and standards
in China undermines the credibility of the process.

WR XVH RWKHU W\SHV RI FRQWUDFWV VXFK DV IL[HGSULFH

Assessment
Building codes ensure the health and safety of building

contracts, Institution of Civil Engineers, or Fédération
,QWHUQDWLRQDOH 'HV ,QJpQLHXUV&RQVHLOV terms, rather

occupants and the general public. However, many
current building codes in China pay little attention to

than standard contracts.

design verification, project execution and building

This triggers the problem of black and white construction

operational performance, in compliance with approved
designs and codes. Incorrect application of procedural
rules will hinder national reform efforts related to energy

contracts, leading to legal and compliance issues, which
is not desirable for ensuring the proper supervision and
administration of China’s construction market. It should

efficiency, indoor air quality or advanced building
construction materials.

Section Four: Trade in Services

be sufficient for construction authorities to have basic
information of construction projects in its file system,
DQGDOORZVXFK¿OLQJVWREHFRPSOHWHGRQOLQH

,Q  WKH UHYLVLRQ RI VHYHUDO EXLOGLQJ DSSOLFDWLRQ

Recommendations
 Apply further liberalisation measures beyond those

Although the revised code is yet to be released, local

VWDQGDUGV ZDV SRVWSRQHG GXH WR WKH ORQJGHOD\HG
revision of the 1DWLRQDO %XLOGLQJ )LUH 'HVLJQ &RGH.
DXWKRULWLHV KDYH DOUHDG\ GHYHORSHG UHJLRQDOVSHFLILF

implemented in the CSPFTZ to enable European

interpretations and local requirements.

CSPs, and engineering and design entities to
undertake construction and engineering projects in a

The Construction Working Group welcomes the

broader range of sectors, and apply for all levels of
TXDOL¿FDWLRQFHUWL¿FDWHVLQFOXGLQJ*UDGH$

revision of fire codes and standards to raise the fire
safety level because it considers the fact that when

 Recognise international expertise and professional
TXDOLILFDWLRQV WR IDFLOLWDWH NQRZOHGJHVKDULQJ DQG
H[FKDQJHRINQRZKRZDFURVVUHJLRQV

ILUHV RFFXU LQ KLJKULVH EXLOGLQJV UHVFXH IDFLOLWLHV DUH
often quite limited, resulting in damage and loss of
SURSHUW\ DQG KXPDQ OLYHV7KH FRQVWUXFWLRQ RI KLJK

 Improve the efficiency and competency of Chinese
CSPs.
 Remove the rigid requirements associated with using

rise buildings is inevitable in order to accommodate
China’s large population, given scarce land resources,
therefore, safety in high rise buildings remains a critical

standard contracts issued by the MOC and the SAIC
WR¿OHFRQVWUXFWLRQSURMHFWV
 3URPRWHRQOLQH¿OLQJIRUEDVLFSURMHFWVDQGFRQWUDFWRU
information only.
 ,PSURYH WKH OHJLVODWLRQ IRU 0 $ RI ORFDO FRPSDQLHV

consideration.
,Q 0DUFK  WKH 02+85' DQG WKH 0,,7 VWDUWHG WR
revise the *UHHQ%XLOGLQJ0DWHULDO(YDOXDWLRQ*XLGHOLQH
Draft,QWKLVJXLGHOLQHLWVWDWHVLQLWHP  

via FDI.
“Provisions shall not use flame retardants containing
halogen. Flame retardants for environmental issues
shall clearly identify what kind of flame retardant for
persistent organic pollutants (POPs) are used.”
 ),',&,QWHUQDWLRQDO)HGHUDWLRQRI&RQVXOWLQJ(QJLQHHUV
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Members of the Construction Working Group would like

establishment of a national database for ‘big data

WKHIROORZLQJSRLQWVWREHWDNHQLQWRFRQVLGHUDWLRQ
 The halogen flame retardant family includes

analysis’.

hundreds of different chemicals which each have
unique characteristics. In fact many other types of
chemicals and chemical compositions can be used
DVÀDPHUHWDUGDQWVDQGWKHVHVXEVWDQFHVDUHRIWHQ
XVHG LQ FRPELQDWLRQ 7KH WHUP IODPH UHWDUGDQWV

4. Establish a Fair, Healthy and Advanced
Real Estate (RE) Market with Equal Capital,
Debt and Procedural Requirements for
Foreign and Chinese Companies in RE
Investment and Development

FRQWDLQLQJ KDORJHQ RQO\ GHVFULEHV D PDWHULDO
function, but is not limited to the chemical nature of
the material properties.
 The *UHHQ %XLOGLQJ 0DWHULDO (YDOXDWLRQ *XLGHOLQH

Concern
In the previous years, real investment accounted for

(draft) was too focused on the energy consumed

PRUH WKDQ  SHU FHQW RI IL[HG DVVHW LQYHVWPHQW LQ
&KLQD ,Q  WKLV UDWLR GURSSHG WR  SHU FHQW

during the manufacturing process; most of inorganic

*LYHQ ORQJWHUP VWULFW JRYHUQPHQW FRQWURO LW UHPDLQV

PDWHULDOV¶ DVVHVVPHQWV ZHUH   RU  VWDU DQG

GLI¿FXOWIRU(XURSHDQ¿QDQFLDOH[SHUWVDQGGHYHORSHUV

the guideline didn't reflect the organic materials’

to fully participate in the Chinese market.

VLJQL¿FDQWFRQWULEXWLRQWRHQHUJ\UHGXFWLRQGXULQJWKH
building operation stage.

Assessment
The release of 6KDQJ]LKDQ  RQ th -XQH 

Recommendations
 Continue the application of harmonised measurement

jointly published by the Ministry of Commerce

methods, testing procedures and performance
assessments of green buildings and sustainable
construction materials.

Exchange (SAFE) was a positive development. Since
LWV LPSOHPHQWDWLRQ RQ  st $XJXVW  WKH RYHUDOO
administration of foreign investment in the RE market

 Allow European and Chinese enterprises to
participate in developing local and national Chinese

has proven to be more efficient and simplified. The
filing of foreign investment in the RE sector has been
delegated to the provincial level, which has saved a lot
of time for foreign companies.

and commissioning.
 Apply consistent calculation methods for energy

There was more positive news after the )RUHLJQ
,QYHVWPHQW ,QGXVWU\ *XLGDQFH &DWDORJXH 
amended) (Catalogue)ZDVLVVXHGRQth0DUFK

SHUIRUPDQFHYHUL¿FDWLRQIURPWKHEXLOGLQJGHVLJQWR
operation stage, and an online monitoring system to
understand building energy performance in different

and implemented in April, which indicated that certain
restrictions in construction industry had been removed.
7KHOLEHUDOLVDWLRQRIIRUHLJQGHYHORSPHQWRIODQGKLJK

climate zones.
 Introduce more professional training programmes
for construction professionals to raise the quality of

HQG KRWHOV KLJKHQG RIILFH EXLOGLQJV DQG LQWHUQDWLRQDO
exhibition centres will definitely help China to steadily
continue its urbanisation development and upgrade its

projects.
 Involve all related industry stakeholders in the

market structure. Other detailed changes on procedures
and regulations are expected to be updated accordingly

an independent authority during project execution

building code conduction process in a more
transparent way, consider employing advanced
international experience and technologies—or at

in the near future.
However, the most stringent regulations, dating

least using them as a benchmark—to ensure that
different opinions are solicited.
 &RQVLGHU DSSO\LQJ D WRWDOOLIHF\FOH FUDGOHWRJUDYH

EDFN WR  DUH VWLOO LQ SODFH DQG QRW VXLWDEOH IRU
development and upgrading of the market. As such,
European investment in the Chinese real estate market

approach for calculating building energy efficiency
performance evaluations; promote an online energy

is hindered and foreign investors entering China’s real
estate market face huge operational hurdles.

consumption monitoring system with live monitoring
for building performance; and recommend the

&LUFXODU  2SLQLRQV *RYHUQLQJ 0DUNHW$FFHVV DQG

Construction Working Group
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standards on an equal basis.
 Enforce online publication of building construction
performance and safety and compliance checks by

(MOFCOM) and State Administration of Foreign

WKH$GPLQLVWUDWLRQ RI )RUHLJQ ,QYHVWPHQW LQ &KLQD¶V

investment. However, whether or not such an

Real Estate Market, addresses a variety of measures
WRFRQWUROWKHÀRZRIIRUHLJQFDSLWDOLQFOXGLQJQRWRQO\

application can be accepted is still largely subject to the

the purchase of RE, minimum capital requirements

FDVH EDVLV7KHUHIRUH VLPLODU WR WKH UXOHV RQ IRUHLJQ

DQGUHVWULFWLRQVRQGHEW¿QDQFLQJEXWDOVRDUDQJHRI

LQYHVWHGOLPLWHGOLDELOLW\SDUWQHUVKLSVIRUYHQWXUHFDSLWDO

other measures that discourage foreign investment. It
creates unfair competition between local and foreign

and equity investment, it is essential to issue rules for
IRUHLJQLQYHVWHGOLPLWHGOLDELOLW\SDUWQHUVKLSVZLWKD5(

companies, particularly in relation to the different

investment focus. According to the Third Plenum, wider

UHTXLUHPHQWV IRU UHJLVWUDWLRQ FDSLWDO )RUHLJQLQYHVWHG

RSHQLQJRI¿QDQFLDOLQGXVWULHVLVNH\WR&KLQD¶VIXWXUH

enterprises are required to have a minimum registration
FDSLWDORISHUFHQWRIWKHWRWDOLQYHVWPHQWZKLOHWKH

development plans. There are lots of positive reforms
in China’s four free trade zones (FTZs) (Guangdong,

PLQLPXPUHTXLUHPHQWIRUORFDOFRPSDQLHVLVURXJKO\

Tianjin, Fujian and Shanghai), but none of them relate

per cent. Real estate projects involve a large amount of

to the opening in the RE sector. A healthier RE sector

investment, so it makes a huge difference with regard

in China will encourage international development and

to capital investment between foreign and Chinese

VLPXOWDQHRXVO\VWUHQJWKHQWKH¿QDQFLDOVHFWRU

GLVFUHWLRQRIORFDOJRYHUQPHQWDXWKRULWLHVRQDFDVHE\

companies.
0RUHRYHU &LUFXODU  1RWLFH *RYHUQLQJ )XUWKHU
Strengthening and Regulating the Approval and

Recommendations
 $EROLVK &LUFXODU  DQG UHODWHG UHJXODWLRQV DQG
remove the unfair requirement of higher registered

6XSHUYLVLRQ RI 'LUHFW )RUHLJQ ,QYHVWPHQW LQ WKH 5HDO
Estate Sector, introduced rigid controls on foreign

capital for foreign companies.
 $EROLVK &LUFXODU  DQG UHODWHG UHJXODWLRQV ZKLFK

LQYHVWPHQW LQ KLJKHQG 5( SURMHFWV SDUWLFXODUO\

prohibit any foreign loan for RE investment.
 Simplify application procedures, requirements and
bureaucratic procedures for development projects.

in the acquisition of and investment in domestic

Section Four: Trade in Services

5( HQWHUSULVHV )XUWKHUPRUH IRUHLJQLQYHVWHG 5(
enterprises are not allowed to hold any foreign debt,
DFFRUGLQJWR&LUFXODUWKHUHIRUHIRUHLJQLQYHVWPHQW
can only be made directly in the form of registered

 $OORZWKHHVWDEOLVKPHQWRIIRUHLJQLQYHVWHGOLPLWHG

capital. In addition, real property ownership also

provide more mature financial models in an initial,

XQGHUZHQW UHVWULFWLRQV XQGHU &LUFXODU  ZKLFK RQO\
DOORZV IRUHLJQ HQWHUSULVHV WR SXUFKDVH QRQUHVLGHQWLDO

LPPHGLDWHUROORXWRIWKHSROLF\LQDOORI&KLQD¶V)7=V

liability partnerships with a focus on RE investments.
 (QFRXUDJHIRUHLJQ¿QDQFLDOLQVWLWXWLRQVDQGIXQGVWR

UHDOSURSHUWLHVIRUWKHLURZQRI¿FHXVH+RZHYHUHYHQ
if an investment is encouraged or permitted under the
Catalogue, foreign investors still need to be aware of the
required approvals and potential regulatory restrictions
for their particular investment. They restrict the injection

Abbreviations
CSP
CSPFTZ
EIA

Construction Service Provider
China (Shanghai) Pilot Free Trade Zone
Environmental Impact Assessment

RIIRUHLJQLQYHVWPHQWDQGWKHNQRZKRZWKDWFRXOGKHOS
to build up a healthier market environment.

EU
MIIT

European Union
Ministry of Industry and Information
Technology

Therefore, the above regulations should be reformed
and replaced with stricter standards for the housing
industry. Property funds are a very commonly used
corporate form of RE investment. There have been an
increasing number of domestic property funds since
 DQG WKH\ IRUP D KHDOWK\ ILQDQFLQJ FKDQQHO IRU
China’s RE market.
)ROORZLQJ WKH LVVXDQFH RI IRUHLJQLQYHVWHG OLPLWHG
liability partnership rules and related foreign exchange
rules, foreign investors should be allowed to set up
OLPLWHGOLDELOLW\ SDUWQHUVKLSV IRFXVLQJ RQ UHDO SURSHUW\
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MOC



02+85'

0LQLVWU\RI/DQGDQG5HVRXUFHV
Ministry of Construction

NDRC

0LQLVWU\RI+RXVLQJDQG8UEDQ5XUDO
Development
National Development and Reform

333
SAIC

Commission
3XEOLFSULYDWH3DUWQHUVKLS
State Administration of Industry and



SAFE
:)2&(

Commerce
State Administration of Foreign Exchange
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Information and Communication Technology
Working Group
Key Recommendations
1. Develop Information and Communication Technology (ICT) Standards that
%HQH¿WWKH(QGXVHUDQGWKH,QGXVWU\DVD:KROH
 Speed up reforms of the State Council’s Deepening Reform Plan for Standardisation Work, and
make the standardisation process more open and transparent.
 Encourage the practical implementation of the Deepening Reform Plan for Standardisation Work
in the processes of Standards Development Organisations (SDOs) with fairness, openness and
transparency.
 *XDUDQWHHIXOODQGHTXDOPHPEHUVKLSRI6'2VIRUIRUHLJQLQYHVWHGHQWHUSULVHV ),(V DQGZKROO\
IRUHLJQRZQHGHQWHUSULVHV :)2(V LQFOXGLQJYRWLQJULJKWVZLWKLQDOOWHFKQLFDOFRPPLWWHHV 7&V 
and working groups (WGs) in China.
 Increase participation and cooperation with the international community on international
standardisation initiatives in ICT and harmonise Chinese ICT standards with international
standards to increase interoperability.
 (QFRXUDJHWKHFUHDWLRQRIDKHDOWK\HFRV\VWHPIRU7LPH'LYLVLRQ/RQJ7HUP(YROXWLRQ 7'/7( 
DQG¿IWKJHQHUDWLRQ * E\DOORZLQJ(XURSHDQRUJDQLVDWLRQVDIDLUVKDUHRIWKH&KLQHVHPDUNHW
 (QFRXUDJHWHFKQRORJ\QHXWUDOLW\HQVXULQJWKDWVSHFL¿FWHFKQRORJLHVDUHQRWXQIDLUO\PDQGDWHG
through local standards or other technical requirements.

Section Four: Trade in Services

 Improve the streamlined certification process included in the State Council’s China
Standardisation Reform PlanLQVXFKDZD\WKDWLW
 FODUL¿HVKRZLQWHUHVWHGSDUWLHVFDQLPSOHPHQWLW
 FODULILHV WR ZKDW H[WHQW WKH FRPSOH[ DQG GXSOLFDWLYH ,&7 HTXLSPHQW FHUWLILFDWLRQ SURFHVV ZLOO
EHFRPHDVLPSOHWUDQVSDUHQWDQGXQL¿HGFHUWL¿FDWLRQVFKHPHDQG
 DOORZVIRUHLJQLQYHVWHGOLFHQVLQJDQGFHUWL¿FDWLRQDJHQFLHVWRSHUIRUPGHVLUHG,&7HTXLSPHQW
FHUWL¿FDWLRQVHUYLFHVLQ&KLQD
 Provide clarification of licensing and certification requirements well in advance of the
implementation date, and provide notification under the World Trade Organisation Technical
%DUULHUV WR 7UDGH :727%7 $JUHHPHQW IRU DQ\ VWDQGDUG WKDW LV DSSOLFDEOH WR PDQGDWRU\
FHUWL¿FDWLRQDQGPDUNHWDFFHVV
 Avoid testing and certification requirements compelling disclosure of sensitive commercial
information and information unrelated to core product features, such as source code and
additional software or hardware information.

 (QKDQFHWKH(I¿FLHQF\DQG(IIHFWLYHQHVVRI&KLQD¶V,&76HUYLFHV6HFWRUWR
Provide More Choices at Lower Costs to the Consumer
 Relax the requirements of the )RUHLJQ ,QYHVWPHQW ,QGXVWULDO *XLGDQFH &DWDORJXH )RUHLJQ
Investment Catalogue) with regards to the telecommunication sector, by allowing more foreign
participation and easier licensing.
 )XUWKHU RSHQ XS WKH PRELOH YLUWXDO QHWZRUN RSHUDWRU 0912  VHFWRU DQG EURDGEDQG DFFHVV
PDUNHWWRHQFRXUDJH(XURSHDQSOD\HUVWREULQJPRUHNQRZKRZDQGLQWHUQDWLRQDOSUDFWLFHVWRWKH
market.
 Update the scope of coverage in the 9DOXHDGGHG 6HUYLFH 9$6  &DWDORJXH DQG DOORZ 9$6
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providers to suggest new services to add to the list as new technologies are developed and allow
PRUHIRUHLJQFDSLWDOVKDUHLQ9$6MRLQWYHQWXUHV -9V 
 (QFRXUDJHFURVVERUGHUHFRPPHUFHEXVLQHVVE\GHFUHDVLQJFURVVERUGHUWD[DQGLQFUHDVLQJ
FXVWRPVGHFODUDWLRQHI¿FLHQF\
 Encourage foreign companies to provide cloud computing services in China.
 6WUHDPOLQHWKHFRPSOH[DQGGXSOLFDWLYH9$6OLFHQFHDSSOLFDWLRQSURFHVVLQWRDVLPSOHWUDQVSDUHQW
DQGXQL¿HGVFKHPHIRUIRUHLJQFRPSDQLHV
 6SHHGXSIUHHWUDGH]RQH )7= SROLF\PDNLQJDQGIXUWKHUUHOD[WKHUHTXLUHPHQWVRIWKHWHOHFRPV
catalogue in FTZs.
 Facilitate global joint procurement between Chinese and foreign operators to achieve international
expansion for both Chinese and European vendors.

3. Encourage Enhanced Innovation and Research that Drives the ICT Industry
Forward Through a Global and Cooperative Approach
 (QFRXUDJHJUHDWHUUHFLSURFLW\LQWKH¿HOGRI,&7UHVHDUFKDQGHQJDJHLQIXUWKHUFROODERUDWLRQZLWK
European Union (EU) organisations with a view to developing mutually beneficial international
standards.
 Streamline the application process for foreign companies applying for Chinese ICT research and
GHYHORSPHQW 5 '  SURJUDPPHV E\ UHPRYLQJ XQQHFHVVDU\ DQG RYHUO\EXUGHQVRPHGRFXPHQW
requirements.
 )RFXVWKHEXLOGXSRILQGLJHQRXVLQQRYDWLRQFDSDELOLWLHVRQHQKDQFLQJWHFKQRORJLFDOLQQRYDWLRQ
WKDWGULYHVWKH,&7LQGXVWU\IRUZDUGDQGEHQH¿WVHQGXVHUVLQWKHORQJWHUPUDWKHUWKDQGHOLYHULQJ
VKRUWWHUPEHQH¿WVIRUGRPHVWLFHQWHUSULVHV
 (QFRXUDJHWKHEXLOGXSRILQGLJHQRXVLQQRYDWLRQFDSDELOLWLHV WKURXJKDJOREDODQGFROODERUDWLYH
Section Four: Trade in Services

innovation approach, where global stakeholders—including academia, government, industry and
other experts—communicate and cooperate on international research and standardisation in
RUGHUWRPD[LPLVHHQGXVHUEHQH¿WV

4. Improve the Business Environment with Regards to Information Security,
Data Protection and User Privacy
 Relax the rigid requirement of storing and processing data within the territory of China and allow
PRUHÀH[LELOLW\IRUFURVVERUGHUGDWDÀRZV
 &UHDWHDPRUHEXVLQHVVIULHQGO\,7HQYLURQPHQWE\HLWKHUUHPRYLQJWKHUHTXLUHPHQWWKDW,QWHUQHW
service providers and telecom operators must submit the source codes and encryption keys for
¿OLQJZLWKUHJXODWRUVRUE\RXWVRXUFLQJWKLVWDVNWRWUXVWHGLQGHSHQGHQWWKLUGSDUW\WHVWLQJODEV
IRUYHUL¿FDWLRQ
 Improve transparency in relation to making and implementing rules and policies for information
security and data privacy and encourage greater stakeholder participation.
 Provide clear guidance on what constitutes “secure and controllable technology” for IT
procurement by banks and financial institutions, and remove the tendency of favouring local
suppliers of ICT products and services.
 Enhance the reciprocity and cooperation between Chinese and foreign ICT suppliers on information
and cyber security and data privacy and simplify the homologation procedures.

5. Speed Up Internet Access in Support of Corporate Business Development
 Improve communication services support to corporate business intranets, especially for foreign
enterprises in China.
%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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 8SJUDGHQHWZRUNLQIUDVWUXFWXUHSUHPLVHVWRPHHWWKHJURZLQJFRUSRUDWHQHHGIRUKLJKVSHHGJOREDO
Internet access in support of sustainable business development in China.
 Maintain stable access to global legitimate Internet resources critical for corporate business
development.

Introduction to the Working Group

Recent Developments

)RUPHG LQ  WKH ,QIRUPDWLRQ DQG &RPPXQLFDWLRQ

Market Size of Mainland China

Technology (ICT) Working Group consists of major
European telecommunications vendors, service
SURYLGHUVGLJLWDOFRQWHQWSURYLGHUVDQGFRQVXOWLQJ¿UPV

 ,QEDVLFWHOHFRPPXQLFDWLRQVVHUYLFHVUHYHQXH

that meet on a regular basis to assess China’s reforms
and the business environment in the ICT industry. The

UHDFKHG&KLQHVH<XDQ &1< WULOOLRQDGURSRI
per cent.
 %\ WKH HQG RI  PRELOH ,QWHUQHW XVHUV KDG
UHDFKHG  PLOOLRQ D  SHU FHQW SHQHWUDWLRQ

exchange on ICT industry developments, including

rate.
 %\ WKH HQG RI  WKH QXPEHU RI PRELOH SKRQH

but not limited to the topics of technology standards,

XVHUVURVHWRELOOLRQ6XEVFULEHUVWR*DQG*

certification, services, spectrum, innovation, research,
information security, interoperability and global

UHDFKHGPLOOLRQDQGPLOOLRQUHVSHFWLYHO\ZLWK

working group also serves as a platform for information

DUHVSHFWLYHSHQHWUDWLRQUDWHRISHUFHQWDQG
SHUFHQW8VHUVRI7'6&'0$7'/7(DFFRXQWHGIRU

harmonisation.

investors in China today and contribute to China’s

SHUVXEVFULEHUUHDFKHGPHJDE\WHV 0%  ZLWK D

development by transferring technology, creating jobs,
FRQWULEXWLQJ NQRZKRZ DQG LQWHOOHFWXDO SURSHUW\ ,3 

JURZWK UDWH RI  SHU FHQW FRPSDUHG ZLWK 

and training a new generation of Chinese engineers

SHUFHQWDQGUHDFKHGELOOLRQJLJDE\WHV *% 

Mobile Internet annual traffic consumption grew by

in the ICT field. In addition, a large percentage of
these European companies have significant research

,QZLWKWKHPDVVLYHUROORXWRI*QHZ

DQG GHYHORSPHQW 5 '  XQLWV ZLWK ZHOOHVWDEOLVKHG
links to Chinese universities and research institutes

base stations were deployed, double the number
LQ  6 The total number of mobile base stations
UHDFKHGPLOOLRQ7KHUHZHUHSXEOLFZLUHOHVV

that contribute significantly to the development of the
ICT sector in China. As such, echoing various recent
market reform goals addressed by the Third Plenum’s
Decision, coming from the highest levels of the Chinese
Government, foreign companies should receive equal
treatment in the Chinese marketplace, which they are

DFFHVV SRLQWV :L)L$SV  DGGHG EULQJLQJ WKH WRWDO
number to six million. Total wireless local area network
:/$1 XVHUVQXPEHUHGPLOOLRQ
‘Internet+’

currently not afforded. The working group’s activities are
intended to contribute to consultation and dialogue with
all government agencies responsible for the ICT sector.

3UHPLHU/L.HTLDQJ¿UVWRXWOLQHGWKHVRFDOOHGµ,QWHUQHW¶
strategic action plan in his government work report

,QFUHDVHGGLDORJXHEHWZHHQ&KLQHVHGHFLVLRQPDNHUV
and the European ICT industry will improve mutual



 2SHUDWLRQ %XOOHWLQ RI WKH 7HOHFRPPXQLFDWLRQV ,QGXVWU\, Ministry of



,QGXVWU\ DQG ,QIRUPDWLRQ 7HFKQRORJ\ 0,,7   th -DQXDU\  YLHZHG
th -XO\  KWWSZZZPLLWJRYFQQQQ
QKWPO!
Statistical Report on Internet Development in China, China Internet Network

XQGHUVWDQGLQJDQGEHQH¿WV




7KH7KLUG 3OHQXP RI WKH th National Congress of the Communist Party of
&KLQD &HQWUDO &RPPLWWHH ZDV KHOG LQ 1RYHPEHU  DQG FRQFOXGHG ZLWK
a decision laying out new economic and policy initiatives – the Decision. The
DecisionDSRLQWUHIRUPEOXHSULQWGHWDLOHGWKH3DUW\¶VUHIRUPSODQIRUWKH
next six years.


6


,QIRUPDWLRQ &HQWUH &11,&  -DQXDU\  YLHZHG th -XQH  KWWS
ZZZFQQLFFQ,'55HSRUW'RZQORDGV8
SGI!
2SHUDWLRQ%XOOHWLQRIWKH7HOHFRPPXQLFDWLRQV,QGXVWU\0,,7th January,
 YLHZHG th -XO\  KWWSZZZPLLWJRYFQQQ
QQKWPO!
Ibid
Ibid
Ibid

Information & Communication Technology Working Group

301

Section Four: Trade in Services

European ICT companies are among the largest

SHUFHQWRIWKHWRWDOPRELOHSKRQHXVHUV
 %\WKHHQGRIDYHUDJHPRQWKO\GDWDFRQVXPSWLRQ

GXULQJ WKH  th National People’s Congress meeting

*33  +RZHYHU WKH ,07 SURPRWLRQ JURXS VWLOO

LQ 0DUFK  7KH SODQ RXWOLQHV JUHDWHU SURPRWLRQ
of innovation between the ICT industry and traditional

LVQ¶WRSHQWRZKROO\IRUHLJQRZQHGHQWHUSULVHV :)2(V 
DQGIRUHLJQLQYHVWHGHQWHUSULVHV ),(V 

manufacturing industries, through the greater integration
of mobile Internet, cloud computing, big data, and

)URPRQZDUGV*ZLOOEHFRPHRQHRIWKHPDMRU

Internet of things (IoT) within modern manufacturing
sectors. The aim is to foster an integrated ecosystem of

investment areas and China’s national key projects will

HFRPPHUFHLQGXVWULDO,QWHUQHWDQGPRELOH,QWHUQHWDQG

UHFHLYHH[WHQVLYHJRYHUQPHQWIXQGLQJWRVXSSRUW5 '
RI*WHFKQRORJLHVLQ&KLQD7KHSODQQHG*SURMHFWV

incubate leading Chinese businesses to prepare them

aim to put China in a leadership position in the future of

for exploring global markets. It is designed as a new
SDUDGLJP IRU LQQRYDWLRQGULYHQ GHYHORSPHQW LQ &KLQD

JOREDO * VWDQGDUGLVDWLRQ DQG FRPPHUFLDOLVDWLRQ7KH
working group has seen some positive developments

,WZDVDOVRSRLQWHGRXWLQ3UHPLHU/L¶VUHSRUWWKDW&KLQD

with regards to foreign participation in China’s recent

KDVVHWXSDQLQYHVWPHQWIXQGZRUWK&1<ELOOLRQWR

national key projects, which was warmly welcomed by

promote new industry innovation and entrepreneurship

the European ICT industry. Nevertheless the working

XQGHUWKHXPEUHOODRIµ,QWHUQHW¶

group would like to further encourage China to fully
open the key national projects on a transparent and

The working group fully supports the government’s

HTXDODFFHVV EDVLV WR (XURSHDQ ,&7 FRPSDQLHV ZKR
KDYHKDGORQJWHUPLQYHVWPHQWVDQGEXVLQHVVLQ&KLQD
,WFRXOGEHDZLQZLQIRUERWKVLGHV

µ,QWHUQHW ¶ SODQ DQG PDQ\ RI WKH UHFRPPHQGDWLRQV
in this paper are meant to feed into the plan’s
development.

Standardisation
4G

Section Four: Trade in Services

The Ministry of Industry and Information Technology
(MIIT) issued the fourth generation Time Division
/RQJ7HUP (YROXWLRQ * 7'/7( RU *  OLFHQFHV
to China Mobile, China Telecom and China Unicom
RQ  th  'HFHPEHU  ZLWK DQ RYHUDOO IUHTXHQF\
UHVRXUFH DOORFDWLRQ RI  PHJDKHUW] 0+]  2Q th
)HEUXDU\WKH0LQLVWU\RI,QGXVWU\DQG,QIRUPDWLRQ
7HFKQRORJ\ 0,,7 LVVXHGRQH/7()''OLFHQFHHDFKWR

Standardisation remains a key issue for European
players in China’s ICT industry. The Chinese State
Council published the Deepening Reform Plan for
Standardisation Work RQ th 0DUFK  clarifying
the necessity and urgency of deepening the current
UHIRUPHIIRUWVSHFL¿FDOO\ZLWKUHJDUGVWR
 the issue of obsolete standards, and deficient
standards that fail to meet the level of quality and
HI¿FLHQF\UHTXLUHGIRUHFRQRPLFXSJUDGLQJ

China Unicom and China Telecom, after eight months
RI ILHOG WULDOV GDWLQJ EDFN WR -XQH  &KLQD LV QRZ

 WKHSUREOHPRIFRQÀLFWLQJDQGRYHUODSSLQJVWDQGDUGV
which is not conducive to the establishment of a

LQ IXOOVFDOH * FRPPHUFLDOLVDWLRQ 'RPHVWLF YHQGRUV
KDYH DFTXLUHG WKH PDMRULW\ RI /7( PDUNHW VKDUH LQ
&KLQD GXULQJ WKH KXJH * QHWZRUN GHSOR\PHQW ZLWK

XQL¿HGPDUNHWV\VWHP
 the current unreasonable standards system that
fails to meet the developmental needs of a socialist

all three operators—China Mobile, China Unicom and
China Telecom—taking a share.

market economy; and
 the lack of both coordination and a viable promotion
mechanism, which has restricted the improvement of

5G and Government Funding Projects

standardisation management performance.

,QFUHDVLQJ DWWHQWLRQ KDV EHHQ JLYHQ WR * UHVHDUFK
DQG VWDQGDUGLVDWLRQ DFWLYLWLHV LQ &KLQD GXULQJ 
7KH ,QWHUQDWLRQDO 0RELOH 7HFKQRORJ\ ,07 
Promotion Group, led by the MIIT and consisting of

The Deepening Reform Plan for Standardisation Work’s
JHQHUDOUHTXLUHPHQWVVWDWHWKHDLPRI
 establishing a new standards system where

GRPHVWLF,&7H[SHUWVLVOHDGLQJ&KLQD¶V*WHFKQRORJ\
GHILQLWLRQ DFWLYLWLHV ,Q  WKH ,07 3URPRWLRQ
*URXS LVVXHG &KLQD * ZKLWH SDSHUV LQFOXGLQJ *

JRYHUQPHQWOHGVWDQGDUGVDQGPDUNHWOHGVWDQGDUGV
are coordinated and developed cohesively;
 completely unifying coordination and optimising

requirements and a technology overview. China is
DOVR DFWLYHO\ HQJDJLQJ LQ JOREDO * VWDQGDUGLVDWLRQ

operations to create a standardised management

discussions in the International Telecommunication
Union (ITU) and third generation partnership projects
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V\VWHPWKDWZLOOEHFRJRYHUQHGE\WKHJRYHUQPHQW

rules have yet to be issued. Moreover, certain limits

and the market;
 forming a standardisation work structure with

RQIRUHLJQRZQHUVKLSKDYH\HWWREHDEROLVKHGIRU)7=
established businesses. For example, foreign enterprises

government guidance that is market driven; and
 HIIHFWLYHO\VXSSRUWLQJWKHHVWDEOLVKPHQWRIDXQL¿HG
market system where standards can be used as ‘hard
constraints’ for quality issues.

DUH VWLOO OLPLWHG WR D  SHU FHQW RZQHUVKLS FDS LQ WKH
case of domestic Internet virtual private network
931  EXVLQHVVHV  and cloud computing is still a
grey area for foreign enterprises. The working group
appreciates the government’s intention to implement

The State Council also announced further reform

relaxed regulations within the FTZs (Shanghai, Tianjin,

PHDVXUHVWR
 establish a coordination and promotion mechanism

Fujian and Guangdong), and encourages the FTZ

for standardisation at the State Council level;
 streamline mandatory standards;

RSHQ XS WKH WHOHFRPV VHFWRU E\ VSHHGLQJ XS SROLF\

 optimise recommended standards;
FXOWLYDWHDQGGHYHORSRUJDQLVDWLRQDOVWDQGDUGV
 activate and liberate enterprise standards; and

FTZs.

 increase the international level of Chinese standards.
China’s Free Trade Zones (FTZs)

more international practices, since it is encouraged
by the State Council. However, the Internet Data
&HQWUH VXEFDWDORJXH DV WKH EDVLV IRU SURYLGLQJ

,Q  &KLQD IXUWKHU RSHQHG XS LWV YDOXHDGGHG

cloud computing services, is still restricted within

WHOHFRPPXQLFDWLRQV VHFWRU DOORZLQJ IRUHLJQLQYHVWHG

the CSPFTZ. The working group believes that cloud

companies to be established in the China (Shanghai) Pilot

computing should be treated as an independent
sector and international companies engaged in cloud

Free Trade Zone (CSPFTZ). The MIIT and the Shanghai
Government jointly introduced new regulations for the
CSPFTZ entitled, 2SLQLRQV5HJDUGLQJ)XUWKHU2SHQLQJ
XS 9DOXHDGGHG 7HOHFRP 6HUYLFH 6HFWRU 7RZDUGV

companies but the other seven categories—online data

making and further relaxing the telecoms catalogue in

&ORXGVHUYLFHVFDQEHDQLGHDOVXEVHFWRUWRHPEUDFH

business should not be asked for any licences. On
behalf of European ICT businesses, the Information and
Communication Technology Working Group would like
to see a reform policy issued in this regard, which would
allow international businesses to bring their advanced
cloud computing technology, enhance technology
innovation and bring new cloud business models into

SURFHVVLQJ DQG HFRPPHUFH SURFHVVLQJ VWRUHDQG
forward switching services; voice and video conference

the market.

call services; information content provider services;
home Internet access services; virtual private network
services; and app stores—are all open for foreign

Foreign Investment Catalogue

investment within the CSPFTZ.

,QGXVWULDO *XLGDQFH &DWDORJXH )RUHLJQ ,QYHVWPHQW
Catalogue)LQ0DUFK,WLVLQWHQGHGWRLPSOHPHQW

,Q$SULO  WKUHH PRUH )7=V ZHUH HVWDEOLVKHG LQ

some of the experiences gained in the CSPFTZ and

Tianjin, Guangzhou and Fujian. It is expected that the
‘QHJDWLYHOLVW’DSSURDFK¿UVWSLORWHGLQWKH&63)7=ZLOO

open sectors like paper, auto electronics, liquor,
HFRPPHUFH ILQDQFH FRPSDQLHV FKDLQ VWRUHV DQG

be implemented in these FTZs, in much the same way
that it was implemented in the CSPFTZ.

LPSRUWH[SRUW &KLQD ,QVSHFWLRQ DQG 4XDUDQWLQH
&,4 UHODWHG VHUYLFHV 7KLV UHYLVHG GUDIW LV DQRWKHU
incremental and positive development for foreign

Based on experiences in the CSPFTZ, approval
processes have been streamlined making it more
FRQYHQLHQW DQG IDVWHU WR HVWDEOLVK D IRUHLJQLQYHVWHG

business in some, but not all sectors. In the telecoms
LQGXVWU\IRUHLJQFRPSDQLHVVWLOOIDFHVLJQL¿FDQWPDUNHW
entry barriers, especially in terms of licensing. For basic

The National Development and Reform Commission
(NDRC) released a newly revised )RUHLJQ ,QYHVWPHQW

telecommunications enterprise, however, implementing


2SLQLRQVRQ)XUWKHU2SHQLQJLQ7HOHFRPPXQLFDWLRQ,QGXVWU\LQ6KDQJKDL)UHH
7UDGH=RQH0,,7-DQXDU\YLHZHGth0D\KWWSZZZPLLWJRY
FQQQQQKWPO!

 2SLQLRQVRQ)XUWKHU2SHQLQJ8S9DOXH$GGHG7HOHFRPPXQLFDWLRQV6HUYLFHVWR
)RUHLJQ,QYHVWRULQ&KLQD 6KDQJKDL 3LORW)UHH7UDGH=RQH, MIIT, 6th January
 YLHZHG th -XO\  KWWSZZZPLLWJRYFQQQ
QQKWPO!
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)RUHLJQ ,QYHVWPHQWV LQ WKH &KLQD 6KDQJKDL  3LORW
)UHH 7UDGH =RQH 2SLQLRQV .  Under the 2SLQLRQV,
,QWHUQHWGDWDFHQWUHV ,'&V UHPDLQRIIOLPLWVWRIRUHLJQ

administrations to implement bolder trials to further

Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

The China Standardisation Reform Plan was
proposed, making reference to improving

Some positive implementation of the Decision in the
workings of the China Communications Standards
$VVRFLDWLRQ¶V7HFKQLFDO&RPPLWWHH &&6$7& 
ZKLFK KDV EHHQ RSHQHG WR IRUHLJQ -9V +RZHYHU
a fair and equal opening of all important standards
development organisations to WFOEs is yet to be
seen.

the standardisation process, membership
RSHQQHVVDVZHOODVFHUWL¿FDWLRQSURFHVVHV

Status

No details of the implementation of the standardisation
reform plan yet.
1DWLRQDO .H\ 6FLHQFH  7HFKQRORJ\ 5 '
infrastructure should be open to the whole
industry without exception, if policy allows.
Build up new innovation reporting and
censoring mechanism and construct open
and transparent national research funding

Section Four: Trade in Services

management and project evaluation system.

6PDOO SRVLWLYH VWHSV KDYH EHHQ WDNHQ LQ ,&7
related China National Key Projects to allow limited
participation of FIEs by invitation only. The whole
system is still opaque and closed to FIEs, therefore
full openness and transparency needs to be
implemented.

WHOHFRPVHUYLFHVRQO\FRPSDQLHVWKDWDUHOHVVWKDQ
per cent foreign owned can apply for a basic telecom

such as cloud computing.

VHUYLFH OLFHQFH )RU YDOXHDGGHG VHUYLFHV FRPSDQLHV

Security-related Regulations

WKDWDUHOHVVWKDQSHUFHQWIRUHLJQLQYHVWHG ZLWKWKH

,Q  WKH &KLQHVH *RYHUQPHQW LVVXHG D QXPEHU

H[FHSWLRQRIHFRPPHUFH FDQDSSO\IRU9$6OLFHQFHV

of regulations and policies to promote the adoption

However, the WFOE structure only applies for foreign
HFRPPHUFHFRPSDQLHVRSHUDWLQJZLWKLQWKH&63)7=

of “secure and controllable” products in China. These
LQFOXGHDGRFXPHQWMRLQWO\UHOHDVHGLQ6HSWHPEHU
by the China Banking Regulatory Commission (CBRC),

2Q  th  0D\  WKH 6WDWH &RXQFLO UHOHDVHG WKH
2SLQLRQV RQ 9LJRURXV 'HYHORSPHQW RI (&RPPHUFH
to Speed up Cultivation of New Economic Drivers,

the NDRC, the MIIT and the Ministry of Science and
Technology (MOST) to call for the adoption of “secure
DQG FRQWUROODEOH´ SURGXFWV WR UHDFK DQ DYHUDJH RI 

a guidance to promote the development of the
HFRPPHUFH LQGXVWU\ LQ &KLQD  2Q  th June, the
MIIT released the 1RWLFHRQWKH2SHQLQJXSRI)RUHLJQ

SHU FHQW LQ WKH EDQNLQJ VHFWRU E\ 7KH IROORZLQJ
implementing rules, jointly released by the CBRC and
the MIIT, were subsequently put on hold.

,QYHVWPHQWLQWKH2QOLQH'DWD3URFHVVLQJDQG%XVLQHVV
3URFHVVLQJLQ(&RPPHUFH (Notice). According to the
NoticeWKHHFRPPHUFHLQGXVWU\LVSHUFHQWRSHQ

7KHVH UHJXODWLRQV UHTXLUH DOO ORFDOO\LQFRUSRUDWHG

for foreign investment in China. The Information and
Communication Technology Working Group welcomes

banks, including European ones, to change their
procurement of IT, specifically information security
products, towards “secure and controllable” solutions.

the decision and encourages the Chinese authorities
to apply the WFOE structure to other business sectors

The criteria by which a product is deemed to be “secure
and controllable”, however, discriminate against foreign
suppliers of IT products as most products will have to

2SLQLRQVRQ9LJRURXV'HYHORSPHQWRI(&RPPHUFHWR6SHHG8S&XOWLYDWLRQRI
New Economic Drivers6WDWH&RXQFLOth0D\YLHZHGth0D\
KWWSZZZJRYFQ[LQZHQFRQWHQWBKWP!
,ELG
 1RWLFHRQWKH2SHQLQJ8SRI)RUHLJQ,QYHVWPHQWLQWKH2QOLQH'DWD3URFHVVLQJ
DQG %XVLQHVV 3URFHVVLQJ LQ (&RPPHUFH 0,,7  th -XQH  YLHZHG
th -XQH  KWWSZZZPLLWJRYFQQQQ
QKWPO!
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 7KH*XLGHOLQHVRQ%DQNV8VLQJ6HFXUHDQG&RQWUROODEOH,QIRUPDWLRQ7HFKQRORJ\
 &%5&*XLGHOLQHV were promulgated to CBRC branches and local
banks—though apparently not to the banks’ IT suppliers — and became effective
RQth'HFHPEHU <LQ-LDQ%DQ)D>@1R 7KH&%5&*XLGHOLQHV
are based on the *XLGHOLQHVIRU$SSO\LQJ6HFXUHDQG&RQWUROODEOH,QIRUPDWLRQ
7HFKQRORJ\ WR (QKDQFH %DQNLQJ ,QGXVWU\ &\EHUVHFXULW\ DQG ,QIRUPDWLVDWLRQ
Development &%5&1R>@ LVVXHGRQrd6HSWHPEHU
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XQGHUJRLQWUXVLYHWHVWLQJDQGFHUWL¿FDWLRQFRQGXFWHGE\

Concern

state regulators, hold the requisite encryptions licences
DQGHVWDEOLVKORFDO5 'DQGVHUYLFHFHQWUHV6XSSOLHUV

There are several distinct concerns in the area
of standards and certification, specifically with

of IT products to banks would furthermore be required

regard to fairness, openness and transparency of

to file their products’ source code with the CBRC’s

the standardisation system and processes – more

Department of IT Supervision.

improvements are needed.

Similar requirements have also been identified in the

Assessment
a. Membership and access to ICT standardisation

UHVSHFWLYH GUDIWV RI &KLQD V &RXQWHU7HUURULVP  /DZ
&\EHU 6HFXULW\ /DZ &6/  as well as the already
SURPXOJDWHG1DWLRQDO6HFXULW\/DZ 16/  They were

technical committees (TCs) and working groups (WGs)
The working group welcomed the Deepening Reform

also referenced—albeit as a lesser concern—in the
2SLQLRQVRQWKH9LJRURXV'HYHORSPHQWRI(&RPPHUFH

Plan for Standardisation Work issued by the State
&RXQFLO RQ  th  0DUFK  DQG KRSHV WKDW WKH

to Speed up the Cultivation of New Economic Drivers.

reform plan will make the standardisation system and
respective standardisation processes fairer, more

These recent developments make European ICT

WUDQVSDUHQW DQG RSHQ <HW DV RI QRZ WKHUH DUH VWLOO

companies in China concerned about the current ICT
access barriers. The working group encourages the

FRQFHUQVLQVHYHUDODUHDVQRWDEO\
 lack of access to and equal membership of certain
Chinese standardisation bodies in the ICT sector.

Chinese Government to address the above mentioned
issues and to engage in greater dialogue with European

)RUH[DPSOH,073*IRU*VWLOOGRHVQ¶WDOORZ
European companies as members;

LQGXVWU\ WR LPSURYH (8&KLQD ELODWHUDO WUDGH DQG
collaboration.

 China’s mandating of indigenous technology through
local standards without global harmonisation, which
limits consumer choice without guaranteeing a better

ecosystem, including standards, product and market

Premier Li Keqiang’s call to “Enhance China Internet

quality of experience;

industry to “enhance China Internet speed” during an

adding costs and product time to market for Chinese

economic seminar hosted by the State Council in April

consumers and industry; and
 inclusion of voluntary standards within mandatory

 3UHPLHU /L .HTLDQJ VKDUHG KLV YLHZV RSHQO\
that current Internet speeds in China are rather slow,
and referred to the ITU ranking statistics which place
&KLQD RQO\ th worldwide. He also pointed out that
data usage packages are expensive in China. Premier
/L HPSKDVLVHG WKDW ,&7 LQIUDVWUXFWXUH LV DQ LPSRUWDQW
public service and therefore investment should be
reinforced, and he urged the related government
departments to investigate how to increase Internet

certification schemes, which creates a difficult
and opaque regulatory environment and risks
circumvention of the World Trade Organisation’s
7HFKQLFDO %DUULHUV WR7UDGH :727%7  QRWLILFDWLRQ
requirements.
The working groups sees the Deepening Reform Plan
for Standardisation Work as a very positive signal

speed and lower data usage charges.

following on from various statements from China’s
leadership assuring foreign companies that they will be

Key Recommendations

treated as domestic companies in China, as stated in a
VSHHFK E\ &KLQHVH 3UHPLHU /L .HTLDQJ LQ HDUO\ 
DQG KRSHV WKDW WKH DERYHPHQWLRQHG SRLQWV ZLOO EH

 'HYHORS,&76WDQGDUGVWKDW%HQH¿WWKH
End-User and the Industry as a Whole

  3HRSOH¶V 5HSXEOLF RI &KLQD GUDIW  &\EHU 6HFXULW\ /DZ, National People’s
Congress, 6th-XO\YLHZHGth-XO\KWWSZZZQSFJRYFQQSF
[LQZHQOIJ]ÀFDFRQWHQWBKWP!
 3HRSOH¶V 5HSXEOLF RI &KLQD 1DWLRQDO 6HFXULW\ /DZ, National People’s
&RQJUHVVst-XO\YLHZHGth-XO\KWWSZZZQSFJRYFQQSF
[LQZHQFRQWHQWBKWP!

addressed by the competent authorities.
The working group anticipates that the exact
implementation details of the Deepening Reform Plan
for Standardisation Work will soon be released and
hopes that the Standardisation Administration of China
(SAC) will start accepting WFOEs and FIEs as full

Information & Communication Technology Working Group
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&KLQD 3UHPLHU /L .HTLDQJ FDOOHG XSRQ WKH ZKROH

 China’s deviation from international standards in
the ICT sector, which fragments the global market,

speed”

members in all the TCs in China. These clarifications

The Information and Communications Technology

should be published on the SAC website and be
disseminated to all standardisation organisations to
guide their practices and to ensure that the State

Working Group believes that the main reason for
such divergence in the practices of certain TCs is the
lack of clarity in some of the articles of the National

Council’s reform plan and SAC’s policy are respected

6WDQGDUGLVDWLRQ 7HFKQLFDO &RPPLWWHH 5HJXODWLRQV. In

and executed comprehensively and with fairness.

SDUWLFXODU$UWLFOH $   ZKLFK VWDWHV WKDW PHPEHUV
should also follow “other conditions prescribed by the
$UWLFOHVRI$VVRFLDWLRQRI7HFKQLFDO&RPPLWWHHV”, leaves

,Q WKH6$&LVVXHGWKH National Standardisation
7HFKQLFDO&RPPLWWHH5HJXODWLRQV allowing representatives
of entities legally registered in China to participate as
voting ‘P’ members (i.e. full members) in Chinese

room for individual TCs to establish additional conditions
to exclude FIEs and WFOEs from full membership.

national standardisation TCs at the discretion of the
respective TC Chair. After many years of advocacy

$V WKH 6$& LQVWUXFWV QHZO\HVWDEOLVKHG7&V WR IROORZ
the 1DWLRQDO 6WDQGDUGLVDWLRQ 7HFKQLFDO &RPPLWWHH

efforts the Information and Communications Technology
:RUNLQJ *URXS LV SOHDVHG WR NQRZ WKDW 7&  RI WKH

Regulations in their approval announcement for
established TCs, the working group suggests that the

China Communications Standards Association (CCSA)

6$&FRQVLGHUVSURYLGLQJIXUWKHUZULWWHQFODUL¿FDWLRQVLQ

opened full membership to FIEs and awarded WFOEs
REVHUYHUVWDWXVLQVSULQJ7KLV6$&SROLF\KDVQRW
EHHQIXOO\LPSOHPHQWHGLQPRVWRIWKHVWDQGDUGVVHWWLQJ

WKHLUSROLF\DUWLFOHVWRHQVXUHWKDWDOOFRPSDQLHVOHJDOO\

TCs and WGs in the ICT sector.

LQFOXGLQJ
 IRU$UWLFOH $   UHJDUGLQJ WKH SULQFLSOHV IRU

Section Four: Trade in Services

$OO WKH 7&V RI WKH &&6$ DQG WKH7& (%RRN
Working Groups claim that a WFOE legally registered

registered in China, including FIEs and WFOEs, are
permitted to be full members of TCs, without exception,

PHPEHUVKLSRI7&VDGGZULWWHQFODUL¿FDWLRQWKDW7&V

in China cannot be a full member, but only an

PXVWSURYLGHIDLUDQGQRQGLVFULPLQDWRU\WUHDWPHQWWR
FIEs and WFOEs; and

observer, and in the worst case scenario they are
QRWDFFHSWHGDVDQ\W\SHRIPHPEHU7KH7&LV

 IRU $UWLFOH $   UHJDUGLQJ FRQGLWLRQV IRU
members of TCs to be composed of entities legally

part of the China National Information Technology

UHJLVWHUHGZLWKLQ&KLQDDGGZULWWHQFODUL¿FDWLRQWKDW

Standardisation Committee and reports to the
SAC on national standards management. In most
cases, WFOEs are admitted only as observers

this must include FIEs and WFOEs.
b. Harmonisation with international standards

that have no voting rights, with some TCs even
requiring WFOEs to pay double or triple the normal

Global cooperation in standardisation is the key to
DFKLHYLQJHFRQRPLHVRIVFDOHDQGEULQJVEHQH¿WVWRWKH

full membership fees for observer status only.
)XUWKHUPRUH QHWZRUN DQG LQIRUPDWLRQ VHFXULW\
related standardisation work in China remains

HQGXVHULQWKHIRUPRIDIIRUGDEOHKLJKTXDOLW\SURGXFWV

closed to any type of foreign participation in China.
)RU H[DPSOH 7&  WKH 1DWLRQDO ,QIRUPDWLRQ
Security Standardisation Technical Committee,

GHYHORSPHQW RI WKH * /7( VWDQGDUGV IRU ZKLFK WKH
working group welcomes China’s collaboration and
YDOXDEOH FRQWULEXWLRQ WR WKH GHYHORSPHQW RI7'/7(

which reports to the SAC, is active in information
VHFXULW\UHODWHG QDWLRQDO VWDQGDUGV GHYHORSPHQW

+RZHYHU DW SUHVHQW &KLQD¶V ,07 3URPRWLRQ
*URXSIRU*LVVWLOOQRWRSHQWRIRUHLJQLQGXVWU\

such as trust computing and trust environment.
&XUUHQWO\7&VWLOOSURKLELWVDQ\),(VRU:)2(V
from becoming a full member of most of its major

7KH 7'/7( WHFKQRORJ\ LV QRZ EHFRPLQJ D UHDOLW\
not only in China but also globally, demonstrating

WGs.

 1DWLRQDO6WDQGDUGLVDWLRQ7HFKQLFDO&RPPLWWHH5HJXODWLRQV6$&nd February,
 YLHZHG st 0D\  KWWSZZZVDFJRYFQE]KJOJQE]K]\MVZ\K
J]]GBWBKWP!
 7KH0DQDJHPHQW5XOHVRIWKH1DWLRQDO7HFKQLFDO&RPPLWWHH6$&th0D\
YLHZHGth-XO\KWWSZZZVDFJRYFQXSORDG
GRF!DQGKWWSZZZFKLQDFDVRUJ\FGZ\KJOMKWPO!
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that take advantage of technology breakthroughs
around the world. A good example has been the

WKH SRVLWLYH PRPHQWXP WKDW D JOREDOO\KDUPRQLVHG
standard can generate. This momentum needs to
EH PDLQWDLQHG IRU WKH VPRRWK HYROXWLRQ RI WKH 7'
/7( WHFKQRORJ\ IRU WKH QH[W VWDQGDUGLVDWLRQ UHOHDVHV
 5HSO\RQWKH(VWDEOLVKPHQWRIWKH1DWLRQDO6WDQGDUGLVDWLRQ7HFKQLFDO&RPPLWWHH
RQ5RDG7UDQVSRUWth6HSWHPEHUYLHZHGth-XQHKWWSZZZ
VDFJRYFQE]KJOJQE]K]\MVZ\KFOBWBKWP!
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and into a continuation of this global collaboration as

there is a great concern that the global momentum to

JOREDO PDUNHWV PRYH WRZDUGV ILIWK JHQHUDWLRQ * 
technology. It is very important that the market grows in

develop TD technology will falter and not cross over into
DQRUPDOVWDQGDUGSURGXFWPDUNHWF\FOH7KLVPD\ZHOO

a healthy way in China and globally, as any unbalance

FXUWDLORSSRUWXQLWLHVLQGHYHORSLQJIXWXUH*VWDQGDUGV

DW WKLV FULWLFDO VWDJH RI7'/7( JURZWK PD\ KDUP WKH

and related activities, to which a global collaborative

development of global standards. The working group
therefore argues for the collaboration of all players

effort can be seen as essential.

in the global market in order to create a healthy

G7UDQVSDUHQF\RIFHUWL¿FDWLRQUHTXLUHPHQWV

ecosystem.

The working group welcomes the streamlining of
certification processes in the China standardisation

This example should be followed in other areas of ICT

UHIRUPSODQ&KLQD¶VPDQGDWRU\FHUWL¿FDWLRQUHTXLUHPHQWV

standardisation to avoid issues stemming from the

for many types of ICT equipment substantially deviate

fragmentation of the market through the development of

from international norms and remain a key concern for

local standards. China’s participation and collaboration

the industry. Current certification procedures are overly

in international standardisation organisations at the

complex as there are three independent mandatory

earliest possible stage would benefit all stakeholders

certification requirements that measure compatibility

involved in traditional areas of ICT such as mobile

and compliance with selected portfolios of standards

EURDGEDQG :L)L DQG WUDQVSRUW QHWZRUNLQJ EXW DOVR

developed by standards development organisations

QHZ DUHDV VXFK DV PDFKLQHWRPDFKLQH 00  

(SDOs). These certifications are the Radio Type

Internet of Things (IoT), public safety, cloud computing,
VRIWZDUHGHILQHG QHWZRUNLQJ DQG QHWZRUN IXQFWLRQ

$SSURYDO 57$  1HWZRUN$FFHVV /LFHQVH 1$/  DQG
&KLQD&RPSXOVRU\&HUWL¿FDWLRQ &&& ,QWKLVUHVSHFW

virtualisation.

the Information and Communication Technology
Working Group recommends that China implements a
VLPSOHWUDQVSDUHQWDQGXQL¿HGFHUWL¿FDWLRQVFKHPHWKDW

To ensure the best user experience, the mandating

focuses on only testing the core features of products.

QHXWUDOLW\ LV D ZHOOWHVWHG DQG SURYHQ FRQFHSW WKDW

Additional information unrelated to testing core product

guarantees not only the best quality of experience for
the end user but also avoids unnecessary economic

features, such as disclosure of source code and

burdens. It is proven that the market can indicate which

additional software or hardware information, should not
be part of certification requirements as these mainly

technologies are competent enough to give consumers
the best solutions. The working group encourages

relate to the exact implementation of the standard and

China to avoid such technology mandates to create a
VWURQJHUPDUNHWWKDWZLOOXOWLPDWHO\EHQH¿WWKHHQGXVHU

implements the standard does not add to the reliability
of the test itself and adds further complications for
companies as they are faced with having to disclose

c. Creation of a healthy mobile telecommunications
ecosystem

sensitive commercial information.

The working group regards the creation of a healthy

In addition, the selection of standards for inclusion in

ecosystem as crucial for the Chinese ICT market. The
JOREDO KDUPRQLVDWLRQ RI 7'/7( VWDQGDUGV VKRZHG

WHVWLQJLVRIWHQQRWWUDQVSDUHQWDV¿QLVKHGFHUWL¿FDWLRQ
requirements for the above three certificates are not

that this can be possible. It is now of the utmost
importance that this trend of global collaboration,
especially with European organisations, continues

provided with sufficient detail in writing. Of utmost
FRQFHUQWRLQGXVWU\DUHWKHSUDFWLFHVRI
 LQFOXGLQJYROXQWDU\QRQ:727%7QRWL¿HGVWDQGDUGV

ZLWK WKH GHYHORSPHQW RI WKH &KLQHVH * WHOHSKRQ\
market. Creating standards at the global level will not
RQO\SURPRWH7'/7(WHFKQRORJ\RQDJOREDOVFDOHEXW

LQPDQGDWRU\FHUWL¿FDWLRQUHTXLUHPHQWV
 c h e c k i n g f o r b l a c k l i s t e d t e c h n o l o g i e s a n d
FRQ¿JXUDWLRQVLQDQRQWUDQVSDUHQWSURFHVVDQG

will also feed back into the Chinese market and help in
building a healthy ecosystem with equal opportunities

 IDLOLQJ WR ILOH :727%7 QRWLILFDWLRQV IRU FKDQJHV LQ
WKHFHUWL¿FDWLRQFULWHULD

and participation for European vendors. If the Chinese
market remains restricted to European companies,

Providing clear, written requirements well in advance

VSHFL¿FWHFKQLTXHV8QGHUVWDQGLQJKRZHDFKFRPSDQ\

Information & Communication Technology Working Group
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of specific technologies that only serve the interests
of certain companies should be avoided. Technology

RIWKHLPSOHPHQWDWLRQGDWHDQGQRWLI\LQJWKH:727%7

 Encourage technology neutrality, ensuring that

committee on the changes of the certification criteria
would ensure that the industry has enough time to

specific technologies are not unfairly mandated
through local standards or other technical

FRPSO\ZLWKWKHQHZVSHFL¿FDWLRQVDQGUHJXODWLRQVVR

requirements.

as to ensure that no technical barriers to trade would be
established. Please also see the Key Recommendation
 RI Standards and Conformity Assessment Working
*URXS3RVLWLRQ3DSHUwhere this issue is discussed.

Reform PlanLQVXFKDZD\WKDWLW
 FODUL¿HVKRZLQWHUHVWHGSDUWLHVFDQLPSOHPHQWLW

H2SHUDWLQJVSHFWUXPIRUJUHDWHUVHUYLFHHI¿FLHQF\

 FODUL¿HVWRZKDWH[WHQWWKHFRPSOH[DQGGXSOLFDWLYH
ICT equipment certification process will become

7KHZRUNLQJJURXSXUJHVWKHRSHQLQJRIWKHXOWUDKLJK

a simple, transparent and unified certification

IUHTXHQF\ 8+) 0+]EDQGIRU,07VHUYLFHLQ&KLQD

scheme; and

WR HQKDQFH * HFRV\VWHP GHYHORSPHQW &KLQD KDV

 DOORZV IRUHLJQLQYHVWHG OLFHQVLQJ DQG FHUWLILFDWLRQ

ODXQFKHGWKHQDWLRQZLGHGHSOR\PHQWRIWKH*QHWZRUN

agencies to perform desired ICT equipment

2SHQLQJSDUWRIWKH8+)0+]VSHFWUXPZLOOIDFLOLWDWH

FHUWL¿FDWLRQVHUYLFHVLQ&KLQD
 Provide clarification of licensing and certification

D IDVWHU DQG PRUH HFRQRPLF GHSOR\PHQW RI /7(
networks. In doing this, it is recognised that coverage
IRUQHZVHUYLFHVWKDW/7(FDQSURYLGHLVHQKDQFHGGXH
to the low frequency propagation features.

Section Four: Trade in Services

 Improve the streamlined certification process
included in the State Council’s China Standardisation

requirements well in advance of the implementation
GDWH DQG SURYLGH QRWLILFDWLRQ XQGHU WKH :727%7
Agreement for any standard that is applicable to

It is an increasing global trend for countries to allocate

PDQGDWRU\FHUWL¿FDWLRQDQGPDUNHWDFFHVV
 $YRLGWHVWLQJDQGFHUWL¿FDWLRQUHTXLUHPHQWVFRPSHOOLQJ

SDUWRIWKHLU8+)0+]VSHFWUXPIRU/7(RSHUDWLRQ

disclosure of sensitive commercial information and

A harmonised spectrum is the key for the development
of public mobile broadband access as well as for the

information unrelated to core product features, such

GHYHORSPHQW RI WKH &KLQHVH * LQGXVWU\ WR EH DEOH
to successfully carry out national strategic goals by

information.

providing standardised products globally. Opening
WKH 8+) 0+] EDQG IRU ,07 VHUYLFH LQ &KLQD ZLOO
promote healthy and sustainable market growth in the
/7(LQGXVWU\
Recommendations
 Speed up reforms of the State Council’s Deepening
Reform Plan for Standardisation Work, and make the
standardisation process more open and transparent.
 Encourage the practical implementation of the
Deepening Reform Plan for Standardisation Work in

as source code and additional software or hardware

 (QKDQFHWKH(I¿FLHQF\DQG(IIHFWLYHQHVV
of China’s ICT Services Sector to Provide
More Choices at Lower Costs to the
Consumer
Concern
European access to China’s ICT services market
lags dramatically behind the access to China’s ICT
infrastructure, devices and market.

the processes of SDOs with fairness, openness and

Assessment
The Chinese Government’s policy of ‘informatisation’

transparency.
 Guarantee full and equal membership of SDOs for

has transformed communications in China, benefiting
Chinese consumers and ICT suppliers alike. While

FIEs and WFOEs, including voting rights within all
TCs and WGs in China.
 Increase participation and cooperation with the

European companies have played an important role in
supplying ICT infrastructure, devices and services to
China, creating a significant source of employment in

international community on international standardisation
initiatives in ICT and harmonise Chinese ICT
standards with international standards to increase

China, they have been, by and large, excluded from
opportunities in ICT market.

interoperability.
 (QFRXUDJHWKHFUHDWLRQRIDKHDOWK\HFRV\VWHPIRU

As China’s market continues to develop, ICT revenues
will increasingly be derived from the supply of services,

7'/7(DQG*E\DOORZLQJ(XURSHDQRUJDQLVDWLRQV
a fair share of the Chinese market.

applications and content. The convergence of the
telecommunications, consumer electronics and media

308

Information & Communication Technology Working Group

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

2015 /2016

industries is transforming the ICT industry and driving

European ICT companies welcome such a change and

a shift in value away from basic connectivity towards
richer forms of services, content and entertainment.

would like to bring more international experience and
WHFKQRORJ\WRHQULFKVXFK0912DQGEURDGEDQGWULDOV

These offerings are areas where European companies

+RZHYHUWKHQHZO\HQDFWHGWULDOSROLFLHVDUHVWLOOVHHQ

are well positioned to offer value to China as it seeks,
as stated in the 12th)LYH<HDU3ODQ, to transform culture

WR EH IDYRXULQJ GRPHVWLF SULYDWHO\RZQHG EXVLQHVVHV

LQWRDSLOODULQGXVWU\E\

over FIEs. Foreign companies are still prohibited from
GLUHFW SDUWLFLSDWLRQ LQ WKH 0912 RU EURDGEDQG WULDOV
Experience from various European countries shows

a. Telecommunications basic services

WKDW 0912 LV D FRVWHIIHFWLYH VROXWLRQ WR LQFUHDVH

Although China has been a member of the WTO since

competition that benefits consumers while limiting the
risks and costs associated with the deployment of new

LWVPDUNHWLVVWLOOQRWRSHQIRU(XURSHDQDQGRWKHU
international companies to access telecommunications
business operations and management. The Circular of
the Ministry of Information Industry on the Readjustment

networks. And introducing more international broadband

RI WKH &ODVVLILFDWLRQ &DWDORJXH RI 7HOHFRPPXQLFDWLRQ
Services (7HOHFRPV &DWDORJXH) remains very much

Chinese broadband penetration and speed to the next

providers will bring their experience in international
practises to China to stimulate competition and promote
level.

the same as it has been. For basic telecoms services,
RQO\FRPSDQLHVWKDWDUHOHVVWKDQSHUFHQWIRUHLJQ
owned can apply for a basic telecom service licence.

The working group therefore believes that European

2QO\FRPSDQLHVWKDWDUHOHVVWKDQSHUFHQWIRUHLJQ
LQYHVWHG ZLWKWKHH[FHSWLRQRIHFRPPHUFH FDQDSSO\

GHYHORSPHQWRI0912DQGEURDGEDQGDFFHVVLQ&KLQD
and recommends that the Chinese Government opens

IRU9$6OLFHQFHV

XSWKH0912EXVLQHVVDQGEURDGEDQGDFFHVVPDUNHW
to European participation.

companies can make major contributions to the

The working group sees two positive changes in the
telecom basic service sector through opening up the
mobile reselling (also interpreted as mobile virtual

b. Value-added services

QHWZRUNRSHUDWRU 0912 EXVLQHVV DQGWKHEURDGEDQG

DFFHVVWRWKH9$6PDUNHW7KH9$6OLFHQFHDSSOLFDWLRQ

access market by encouraging private participation, in
WKHODVWWZR\HDUV7KH0,,7UHOHDVHGWKH¿QDOUXOHVRQ

process is complicated and local practices are limited
by many regulations.

domestic, private participation in telecommunications
UHVHOOLQJ WULDOV LQ 0D\  DQG WKH Notice on
/LEHUDOLVLQJ WKH %URDGEDQG$FFHVV 0DUNHW WR 3ULYDWH
Capital GUDIW LQ1RYHPEHU

)RUHLJQ,&7FRPSDQLHVDUHDXWKRULVHGWRIRUP9$6MRLQW
YHQWXUHV -9V DQGDUHWKHRUHWLFDOO\SHUPLWWHGWRWDNHD
SHUFHQW ZLWKWKHH[FHSWLRQRIHFRPPHUFH HTXLW\
-9VWDNHDQGVKDUH+RZHYHUWKHOHJDOUHSUHVHQWDWLYH
RI WKH 9$6 -9 PXVW EH D &KLQHVH FLWL]HQ 7KHVH

WULDO WR DOORZ SULYDWH FRPSDQLHV WR FRQGXFW 0912
services in order to introduce competition in the mobile
telecommunications industry. The broadband access

restrictions hinder foreign strategic investment and

OLEHUDOLVDWLRQ QRWLFH DLPV WR DOORZ SULYDWHO\RZQHG
domestic companies to enter the broadband market and

Chinese authorities only permit foreign ICT enterprises
to provide services based on the VAS Catalogue which

SURYLGHEURDGEDQGFRQQHFWLRQVWRFXVWRPHUVLQWULDO
cities.

&KLQDDJUHHGRQZLWKLQWKH:72ZKLFKLVPRUHWKDQ
years old and doesn’t suit actual business categories
DQ\PRUH1HZVHUYLFHVVKRXOGEHDGGHGRUVSHFL¿HG

 7KHth)LYH<HDU3ODQ ± 6WDWH&RXQFLOYLHZHGth-XQH
KWWSFKLQDRUJFQFKLQD13&B&33&&BFRQWHQWB

in the catalogue.

KWP!
 Circular of the Ministry of Information Industry on the Readjustment of the
&ODVVL¿FDWLRQ&DWDORJXHRI7HOHFRPPXQLFDWLRQ6HUYLFHV, Ministry of Information
,QGXVWU\ QRZWKH0,,7 YLHZHGth-XO\KWWSZZZFKLQDFRP
FQFKLQHVH3,FKWP!
 1RWLFH RQ /LEHUDOLVLQJ WKH %URDGEDQG $FFHVV 0DUNHW WR 3ULYDWH &DSLWDO
GUDIW th'HFHPEHUYLHZHGth0D\KWWSZZZPLLWJRYFQ
QQQQKWPO!

bring much uncertainty to business operations in China.

7KHHFRPPHUFHEXVLQHVVLVQRZSHUFHQWRSHQWR
foreign enterprises—both FIEs and WFOEs—in China.
In practise however, there are still some restrictions.
)RU LQVWDQFH LQ WKH FURVVERUGHU HFRPPHUFH VHFWRU
IRUHLJQFRPSDQLHVIDFHGLI¿FXOWLHVZKHQWU\LQJWRLPSRUW
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7KH WHOHFRP UHVHOOLQJ UXOHV SURSRVH D WZR\HDU

Foreign ICT enterprises suffer from restricted market

those products into China, this is especially the case
with regard to taxation and customs declarations as well
DVUHVWULFWLRQVWRFURVVERUGHUGDWDÀRZ
Cloud computing—a dynamic industry hotspot for
WKH &KLQD ,&7 PDUNHW²LV E\ GHIDXOW OLVWHG DV D 9$6
ZLWK QR VSHFL¿FUHJXODWLRQV LVVXHG RQ WKLV VHFWRU7KH

3. Encourage Enhanced Innovation and
Research that Drives the ICT Industry
Forward Through a Global and Cooperative
Approach

sector contains a wide range of service diversity and

Concern

its service providers are required to apply for different

The current status of ICT research cooperation between
the European Union (EU) and China is far from optimal

licences in order to run services in the China market.
Foreign companies encounter many market barriers, as

Section Four: Trade in Services

expansion for both Chinese and European vendors.

and restricts the exploration of great opportunities that

per licensing requirements.

ZRXOGEHQH¿WERWKVLGHV

F-RLQWSURFXUHPHQW
Global procurement of ICT infrastructure and terminals

Assessment
a. Research cooperation and access to government-

by telecommunications operators has become an

funded ICT research projects

international trend. Deeper partnerships between Chinese
operators and foreign operators on procurement will

The working group recognises and appreciates the
Chinese Government’s efforts to develop an innovative

KHOS &KLQDEDVHG SURYLGHUV WR IDPLOLDULVH WKHPVHOYHV

society. Over the years, foreign ICT investors have

with international practices and gain access to global
markets. Moreover, joint procurement could serve to

made contributions to the local economy, participated
in Chinese standards development and conducted

decrease antidumping activities that hinder the further

GHGLFDWHG UHVHDUFK DQG 5 ' DFWLYLWLHV LQ &KLQD

growth of local providers in some markets.

European ICT investors and operators have developed
many patented technologies and their local Chinese

Recommendations
 Relax the requirements of the )RUHLJQ ,QYHVWPHQW
,QGXVWULDO *XLGDQFH &DWDORJXH )RUHLJQ ,QYHVWPHQW

presence and teams have been granted intellectual

Catalogue) with regards to the telecommunication
sector, by allowing more foreign participation and

Property Office (SIPO), and they benefit China’s
indigenous innovation strategies and goals.

property rights (IPR) to protect these innovations.
These patents are registered with the State Intellectual

easier licensing.
 Further open up the mobile virtual network operator
0912  VHFWRU DQG EURDGEDQG DFFHVV PDUNHW WR

The working group welcomes China’s progress in
RSHQLQJ XS 5 ' IXQGV WR ),(V WKURXJK WKH &KLQHVH

HQFRXUDJH (XURSHDQ SOD\HUV WR EULQJ PRUH NQRZ
how and international practices to the market.
 Update the scope of coverage in the VAS Catalogue

National Significant Science and Technology Project 
DQG WKH  3URMHFW  However, the process for
applying for these funds is still overly burdensome and

DQGDOORZ9$6SURYLGHUVWRVXJJHVWQHZVHUYLFHVWR
add to the list as new technologies are developed
DQGDOORZPRUHIRUHLJQFDSLWDOVKDUHLQ9$6-9V

often requires the disclosure of private information and
unnecessary documents. Furthermore, the policy that
GH¿QHV,35RZQHUVKLSDVDSUHUHTXLVLWHIRUDSSO\LQJIRU

 (QFRXUDJH FURVVERUGHU HFRPPHUFH EXVLQHVV E\
GHFUHDVLQJFURVVERUGHUWD[DQGLQFUHDVLQJFXVWRPV

5 'IXQGVQHHGVWREHIXUWKHUFODUL¿HG

GHFODUDWLRQHI¿FLHQF\
 Encourage foreign companies to provide cloud
computing services in China.

Chinese ICT companies have benefited substantially
from participation in European research initiatives. One
notable example is the latest project of the Mobile and

 6WUHDPOLQHWKHFRPSOH[DQGGXSOLFDWLYH9$6OLFHQFH
application process into a simple, transparent and
XQL¿HGVFKHPHIRUIRUHLJQFRPSDQLHV

:LUHOHVV &RPPXQLFDWLRQV (QDEOHUV IRU WKH 7ZHQW\

 6SHHG XS )7= SROLF\PDNLQJ DQG IXUWKHU UHOD[ WKH
requirements of the telecoms catalogue in FTZs.
 Facilitate global joint procurement between Chinese
and foreign operators to achieve international
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 &LUFXODU RQ µQH[WJHQHUDWLRQ EURDGEDQG ZLUHOHVV PRELOH FRPPXQLFDWLRQV
QHWZRUN¶ QDWLRQDO PDMRU VFLHQFH DQG WHFKQRORJ\ LVVXHV WR GHFODUH  WKH
<HDU 0,,7 th $SULO  YLHZHG th -XO\  KWWSZZZPLLWJRYFQ
QQQKWPO!
 1DWLRQDO+LJKWHFK5 '3URJUDPPH 3URJUDPPH , Ministry of Science and
7HFKQRORJ\th2FWREHUYLHZHGth-XO\KWWSZZZPRVWJRY
FQHQJSURJUDPPHVWBKWP!
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Twenty Information Society (METIS) for the next
generation of mobile technology. The working group
believes that European companies—especially those

2015 /2016

document requirements.
 )RFXVWKHEXLOGXSRILQGLJHQRXVLQQRYDWLRQFDSDELOLWLHV
on enhancing technological innovation that drives the

with a research base in China—should be given equal

,&7 LQGXVWU\ IRUZDUG DQG EHQHILWV HQGXVHUV LQ WKH

access to Chinese research programmes and funds.

ORQJWHUPUDWKHUWKDQGHOLYHULQJVKRUWWHUPEHQH¿WV

The working group encourages China to simplify the
procedures for participation in funded programmes for
(XURSHDQ RUJDQLVDWLRQV WKDW KDYH 5 ' LQYHVWPHQWV

for domestic enterprises.
 (QFRXUDJH WKH EXLOGXS RI LQGLJHQRXV LQQRYDWLRQ
capabilities through a global and collaborative

in China. The working group encourages China to
study global best practices, such as the EU’s 7 th
)UDPHZRUN3URJUDPPHIRU5HVHDUFKDQG7HFKQRORJLFDO

innovation approach, where global stakeholders—

Development, and incorporate these practices into its
QDWLRQDO5 'IXQGDSSOLFDWLRQSURFHGXUHV

international research and standardisation in order to

b. Indigenous innovation that drives the ICT industry
China’s drive for indigenous innovation has seen
successful results in China’s recent contribution to the

including academia, government, industry and
other experts—communicate and cooperate on
PD[LPLVHHQGXVHUEHQH¿WV

4. Improve the Business Environment
with Regard to Information Security,
Data Protection and User Privacy

GHYHORSPHQWRI7'/7(7KLVKDVSDYHGWKHZD\IRUWKH
JOREDO QH[WJHQHUDWLRQ PRELOH /7( V\VWHP ZKLFK ZLOO

Concern

bring huge benefits to end users around the world.
7KHVH W\SHV RI JOREDOO\FRRUGLQDWHG LQGLJHQRXV

The restrictions in recent laws and regulations, with

innovation programmes should been encouraged as
such global collaboration allows technologies to be
comprehensively assessed and harmonised, leading

make China an unattractive investment destination to

to easier and wider adoption of the technology and

Assessment

standards for solutions that really drive the industry
forward.

In relation to information security, there are growing

VSHFL¿FUHIHUHQFHWRF\EHUVHFXULW\DQGGDWDSURWHFWLRQ
foreign ICT enterprises.

In contrast, the working group discourages the promotion

security interests with commercial security interests.
This amalgamation has led to the mandating of the use

RIXQSURYHQDQGVRPHWLPHVORZTXDOLW\ORFDOO\PDQGDWHG

of domestic technologies for commercial information

innovation in the Chinese market through mechanisms
such as local standards, and other mandatory measures

VHFXULW\VROXWLRQVWKURXJKLQLWLDWLYHVVXFKDVWKH0XOWL
/HYHO 3URWHFWLRQ 6FKHPH 0/36  6XFK PHDVXUHV GR

DV RXWOLQHG LQ .H\ 5HFRPPHQGDWLRQ  IRU WKH VROH
purpose of claiming indigenous innovation. Such
SURPRWLRQRILQIHULRUTXDOLW\LQQRYDWLRQRQO\EHQH¿WVWKH

not necessarily guarantee the optimum level of security
for commercial businesses in China and we would like
to point towards global activities on product security

VKRUWWHUP¿QDQFHVRIGRPHVWLFFRPSDQLHVWKDWGHYHORS
WKH WHFKQRORJLHV ZLWK HQGXVHUV XOWLPDWHO\ VXIIHULQJ
from a poor quality experience. China has proven that

such as Security Assurance Methodology (SECAM) in
the Groupe Spéciale Mobile Association (GSMA) and
*33*RRGFROODERUDWLRQLVDJDLQWKHUXOHIRUVXFFHVV

LW LV PRUH WKDQ FDSDEOH RI ZRUOGFODVV ,&7 LQQRYDWLRQ
as acknowledged by peers and discussed in global

Recently, the working group has witnessed that the

standardisation organisations.
Recommendation
 Encourage greater reciprocity in the field of ICT
research and engage in further collaboration with
EU organisations with a view to developing mutually
EHQH¿FLDOLQWHUQDWLRQDOVWDQGDUGV
 Streamline the application process for foreign
FRPSDQLHVDSSO\LQJIRU&KLQHVH,&75 'SURJUDPPHV
by removing unnecessary and overly burdensome

government’s awareness of cyber security issues
has increased. The working group recognises and
appreciates the Chinese Government’s efforts to
develop a safe society. However, there is a tendency
that these efforts encourage ICT localisation and restrict
the operations of foreign ICT enterprises.
Data localisation policy
In accordance with Notice of the People’s Bank of
&KLQDRQ8UJLQJ%DQNLQJ)LQDQFLDO,QVWLWXWLRQVWR'RD

Information & Communication Technology Working Group
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concerns over the amalgamation of China’s national

*RRG-RELQ3URWHFWLQJ3HUVRQDO)LQDQFLDO,QIRUPDWLRQ
issued by the People’s Bank of China (PBOC) on
 rd 6HSWHPEHU  SHUVRQDO ILQDQFLDO LQIRUPDWLRQ
acquired inside China shall be stored, processed and
analysed inside China. Unless it is otherwise provided

Banking Regulatory Commission on Strengthening the

by any law, regulation or the provisions of the PBOC,

Construction through the Application of Secure

no banking financial institution may provide personal

DQG &RQWUROODEOH ,QIRUPDWLRQ 7HFKQRORJLHV &%5&
*XLGLQJ 2SLQLRQV , which provides for certain generic

¿QDQFLDOLQIRUPDWLRQDFTXLUHGLQVLGH&KLQDWRDQ\SDUW\
outside China.
$FFRUGLQJ WR &KLQD¶V &7/ GUDIW  ,QWHUQHW VHUYLFH

%DQNLQJ1HWZRUN6HFXULW\DQG,QIRUPDWLRQ7HFKQRORJ\

requirements in terms of improving banking security.
$VDIROORZXSRQth'HFHPEHUWKH&%5&DQG
the MIIT jointly issued the the *XLGHOLQHVIRU3URPRWLQJ

providers and telecom operators who operate in the
territory of China must not store relevant equipment and

the Application of Secure and Controllable Information

user data of Chinese consumers outside the territory
of China. Otherwise, they will be barred from providing
the relevant services in China. Similar requirements

*XLGHOLQHV and their annex &ODVVL¿FDWLRQ&DWDORJXHRI
%DQNLQJ,QIRUPDWLRQ7HFKQRORJ\$VVHWVDQG,QGH[HVRI
6HFXULW\DQG&RQWUROODELOLW\ ±  &ODVVL¿FDWLRQ

ZHUH DOVR LGHQWLILHG LQ WKH GUDIW &6/ DQG WKH DOUHDG\

Catalogue), which included a list of product categories

SURPXOJDWHG16/

in its annex that was not published but merely
disseminated to Chinese banks through the CBRC’s
internal channels. The Classification Catalogue lays

The working group understands that in principle these
measures are represented as enhancing cyber security
and information protection and these motivations are
understandable. However, as a matter of fact, these
requirements create a harmful barrier to foreign ICT
providers.
Section Four: Trade in Services

a) Provider localisation
2Qrd6HSWHPEHUWKH&%5&²LQFRQMXQFWLRQZLWK
the MIIT—issued the *XLGLQJ 2SLQLRQV RI WKH &KLQD

A survey of a market research company, International

7HFKQRORJ\ LQ %DQNLQJ 6HFWRU ±  &%5&

out further details to facilitate the implementation of the
&%5&*XLGLQJ2SLQLRQV.
The &%5& *XLGLQJ 2SLQLRQV emphasise secure and
controllable technology. They stipulate that by the end
RI  WKH XVDJH UDWH RI VHFXUH DQG FRQWUROODEOH
WHFKQRORJ\ PXVW UHDFK  SHU FHQW DQG EDQNV VKDOO

LQ &KLQD ZLOO VXUSDVV (85  ELOOLRQ (XURSHDQ
companies have played an important role in supplying

allocate at least five per cent of their IT budget on
DQ DQQXDO EDVLV IRU 5 ' RI “secure and controllable”
systems.

,&7LQIUDVWUXFWXUHDQGGHYLFHVWR&KLQD7KHVHDERYH
mentioned policies, if fully implemented, will not only

The &%5&*XLGLQJ2SLQLRQV and the &%5&*XLGHOLQHV,

undermine the ability of European companies to
participate in the ICT market in China and to serve
banks in general—and EU banks in particular—but they

however, do not provide any clarification or guidance
on what technology would qualify as “secure and
controllable”. There is a reasonable understanding

will also hurt the development and integration of the
Chinese banking sector into the global market.

that the Chinese Government might intend to enhance
financial security by encouraging the development of
national enterprises and constraining the dominant

More importantly, restricting the storage and processing
of data within the territory does not equate to enhanced

position of foreign enterprises in the market.

security. Threats can just as easily be domestic as
international. In fact, data localisation policies have
much potential to be inadvertently counterproductive

Based on the information which has been made public,
the &%5& *XLGHOLQHV provide for some controversial
requirements. The &%5& *XLGHOLQHV require ICT

in achieving cyber security. Storing data in a single
location may actually render data more vulnerable to
hacking, unforeseen catastrophic loss or other endemic

service providers to file the source code of software
used by IT products procured by banks with the CBRC
Technology and Information Department. Moreover,

risks. It is the working group's understanding that it is
more helpful to focus on how the data is processed,

registering independent IP rights used in IT products
is required, and secure and controllable IT products to

encrypted, stored and maintained rather than forcibly
UHVWULFWLQJFURVVERUGHUGDWDÀRZ

WKH&KLQHVHEDQNLQJUHIHUWRWKRVHWKDWKDYHWKHLU5 '
centres in China.

Data Corporation, shows that the investment in ICT
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Although “secure and controllable” is a requirement

to intercept private communications to prevent acts of

of both Chinese and foreign enterprises, foreign
enterprises may confront many more difficulties in

terrorism, by building in ‘back doors’ for government
surveillance. Enterprises worry that this will put their

meeting it. Generally, foreign enterprises in China shall

trade secrets in jeopardy and in this way harm the

not only obey Chinese laws and regulations, but also

market’s perception of them and their credit rating.

VKDOODELGHE\WKRVHLQWKHLUKRPHFRXQWULHV7KHDERYH
PHQWLRQHGUHTXLUHPHQWVPD\FRQÀLFWZLWKWKHODZVDQG

Many companies have become reluctant to invest in

regulations in their home countries. The relevant IP

investment and expansion, and are diverting their

rights are another concern.

spending to other markets.

Therefore, some of the above requirements could

7KH&KLQHVH*RYHUQPHQWEHOLHYHVWKDWWKLV&7/ GUDIW 

be challenging for international companies to accept

is in line with the administrative regulations in China and

and will have a huge impact on way they do business
in China. Implementing these requirements would

international practices and will not negatively impact
technology companies. The working group appreciates

unnecessarily restrict the ability of Chinese entities

this promise and hopes that the Chinese Government

to source the most reliable and secure technologies,

will promulgate appropriate rules and procedures to
LPSOHPHQWWKH&7/ GUDIW WKH&6/ GUDIW HWFLQVXFK

which are developed in the global supply chain.

China and some companies are actively scaling back

a way.
Responding to these concerns, the CBRC published
D FODULILFDWLRQ QRWLFH RQ th )HEUXDU\  WKDW WKH
VROXWLRQRIKRZWRIXO¿OVRXUFHFRGHUHTXLUHPHQWVLQWKH
&%5& *XLGHOLQHV is still under study and the solution
and procedures will be implemented after hearing the
opinions of all parties concerned.

after which they will be reissued for implementation.
However, the statement is not publicly available yet.
The working group appreciates the effort that Chinese
Government made to fully hear the opinions of all
parties concerned and mitigate the concerns. For
further information, please see Key Recommendation 6
of the Information Security Position Paper 2015/2016.
b) National-security related laws
Requirements for IT service providers to hand over the
source code of their encryption systems to Chinese
UHJXODWRUVFDQDOVREHIRXQGLQWKH&7/ GUDIW ,QWHUQHW
service providers and telecom operators must report
their encryption systems plans for examination and
approval by the authorities. The use of encryption
systems which have not been reported to the authorities
would become illegal. Similar issues also arise from the
&6/ GUDIW DQG16/

The Regulation of Commercial Encryption Codes
&(&V ZHUHLVVXHGE\WKH6WDWH&RXQFLORQth October,
7KH&RPPHUFLDO(QFU\SWLRQ5HJXODWLRQV &(5V 
UHOHDVHG LQ  DQG  EXLOW XSRQ WKH &(&V E\
setting out licensing requirements for products that use
encryption technology.
The OSCCA’s <HDU&ODUL¿FDWLRQVSHFL¿HVWKDWRQO\
products of which the core functionality is encryption
will be covered by the CERs.  Organisations and
individuals who use commercial cipher products
or equipment containing techniques of commercial
cipher product in China must apply to the OSCCA for
permission, except for foreign diplomatic agencies and
foreign consul agencies in China.
In practice, this approval procedure is hard to go
through. This is therefore an effective prohibition for the
production, distribution and sales of encryption products
E\ IRUHLJQRZQHG RU IRUHLJQLQYHVWHG HQWHUSULVHV
5HVWULFWHGDFFHVVWRKLJKWHFKFLSKHUSURGXFWVZLOODOVR
prevent Chinese companies from importing advanced
 (XURSHDQ%XVLQHVVLQ&KLQD%XVLQHVV&RQ¿GHQFH6XUYH\, European Union
&KDPEHURI&RPPHUFHLQ&KLQD-XQHKWWSZZZHXURSHDQFKDPEHUFRP
FQHQSXEOLFDWLRQVEXVLQHVVFRQ¿GHQFHVXUYH\!
 For a full timeline and more detail on the CERs, please refer to the European
Union Chamber of Commerce in China ,QIRUPDWLRQ 6HFXULW\ :RUNLQJ *URXS
Position Paper 2011/2012 KWWSZZZHXURSHDQFKDPEHUFRPFQHQ

It is widely understood that the ‘reporting’ mentioned
LQ WKH &7/ GUDIW  ZLOO LQFOXGH WKH REOLJDWLRQ IRU ,&7
suppliers to hand over their encryption keys to the
Chinese authorities, which would allow these authorities

SXEOLFDWLRQVDUFKLYH,QIRUPDWLRQB6HFXULW\B3RVLWLRQB3DSHUB!
  ,Q 0DUFK  WKH 26&&$ UHOHDVHG WKH VRFDOOHG <HDU  &ODULILFDWLRQ
5HOHYDQW4XHVWLRQV5HJDUGLQJ&RPPHUFLDO8VH(QFU\SWLRQ0DQDJHPHQW, which
FODULILHVWKDWWKH26&&$¶V&RPPHUFLDO(QFU\SWLRQ&RGHVRQO\DSSOLHVWR
“specialised hardware and software for which encryption and decoding operations
are core functions”.
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/DWHU WKH &%5& DQG WKH 0,,7 MRLQWO\ VWDWHG WKDW WKH
&%5& *XLGHOLQHV will be revised and perfected,

c) Transparency

foreign technology so as to strengthen their market

ICT ecosystem.

competitiveness. For more information, please see Key
5HFRPPHQGDWLRQRIWKHInformation Security Position
Paper 2015/2016.

The %XVLQHVV&RQ¿GHQFH6XUYH\ revealed that

Recommendations
 Relax the rigid requirement of storing and processing

WRROVEHLQJEORFNHGDSHUFHQWLQFUHDVHFRPSDUHG

data within the territory of China and allow more
ÀH[LELOLW\IRUFURVVERUGHUGDWDÀRZV

have recorded a worsening business impact as a

 &UHDWH D PRUH EXVLQHVVIULHQGO\ ,7 HQYLURQPHQW E\

FRQWUROV EHJLQQLQJ LQ HDUO\ 7KLUWHHQ SHU FHQW RI

WR -XQH  6LPLODUO\  SHU FHQW RI UHVSRQGHQWV
result of the recent further tightening of Internet

either removing the requirement that Internet service

UHVSRQGHQWV KDYH UHFHQWO\ GHIHUUHG 5 ' LQYHVWPHQW

providers and telecom operators must submit the
source codes and encryption keys for filing with

RUKDYHEHFRPHXQZLOOLQJWRVHWXS5 'RSHUDWLRQVLQ
China since Internet restrictions were tightened in early

regulators, or by outsourcing this task to trusted,

7KHWLJKWFRQWUROVFDQFKRNHEXVLQHVVJURZWKDQG

LQGHSHQGHQWWKLUGSDUW\WHVWLQJODEVIRUYHUL¿FDWLRQ
 Improve transparency in relation to making and

VWLÀHLQYHVWPHQWLQWHFKQRORJ\DQG5 '±DUHDVZKLFK
are crucial for China’s development. The working group

implementing rules and policies for information

hopes that the Chinese Government can ensure that

security and data privacy and encourage greater
stakeholder participation.

,QWHUQHWVXSHUYLVLRQGRHVQRWKDPSHUOHJLWLPDWHYDOXH
added commercial activity.

 Provide clear guidance on what constitutes “secure
and controllable technology” for IT procurement by

Internet speeds are slowed down due to the massive

banks and financial institutions, and remove the

apparatus that China uses to carry out its content
¿OWHULQJHIIRUWVDQGODFNRILQWHURSHUDELOLW\EHWZHHQWKH
ORFDO ,QWHUQHW SURYLGHUV /DUJH DPRXQWV RI SHUIHFWO\

tendency of favouring local suppliers of ICT products
and services.
 Enhance the reciprocity and cooperation between
Section Four: Trade in Services

SHUFHQWRIUHVSRQGHQWVUHSRUWHGDQHJDWLYHHIIHFWRQ
their business as a result of certain websites and online

Chinese and foreign ICT suppliers on information
and cyber security and data privacy and simplify the

legitimate content falls by the wayside as collateral.
This has in recent years rendered usage of some
search engines impossible, tools that are necessary to

homologation procedures.

undertake research for virtually any business.

5. Speed Up Internet Access in Support of
Corporate Business Development
Concern
7KH &KLQDZLGH SKHQRPHQRQ RI VORZ ,QWHUQHW VSHHGV
and restrictions on access to legitimate sources of
information impedes normal business functions as
ZHOO DV FULWLFDO IXQFWLRQV VXFK DV 5 ' ILQDQFH WUDGH
DQG HFRPPHUFH ± DUHDV WKDW DUH FUXFLDO WR &KLQD¶V
economic growth.
Assessment
The working group greatly appreciates the State
Council’s decision to increase China’s Internet speeds,
to lower prices for Internet services and to further
develop China’s national broadband network. This is
IXUWKHU SURRI WKDW &KLQD LV SXUVXLQJ LQQRYDWLRQGULYHQ
growth. Nevertheless, Internet restrictions still remain,
and they are hampering the development of China’s
 *XLGHOLQHWRLPSURYH,QWHUQHWVSHHGORZHUSULFHV6WDWH&RXQFLOth 0D\
YLHZHGth0D\KWWSHQJOLVKJRYFQSROLFLHVODWHVWBUHOHDVHV
FRQWHQWBKWP!
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Such restrictions have a deeply negative effect on the
ability of businesses to undertake research, conduct
HFRPPHUFH WUDQVDFWLRQV RU HYHQ GLYHUW EXVLQHVV
from online vendors, due to the long loading times
of websites. They fundamentally impact companies’
productivity and ease of conducting business, and they
also hamper China’s ability to attract and retain global
5 'WDOHQW7HFKQLFDOO\VSHDNLQJDGYDQFHGWHFKQRORJ\
DQGDFFHVVWRLQIRUPDWLRQSOD\DQHVVHQWLDOUROHLQ5 '
LQ FHUWDLQ DUHDV RI &KLQD /RZ QHWZRUN FRQQHFWLRQ
speeds can influence the flow of information and
FRPSDQLHVDUHXQDEOHWRUHDFWHI¿FLHQWO\DVDUHVXOW
Poor broadband penetration is also considered an
obstacle to conducting business in China. Broadband

 ,QWHUQHW 5HVWULFWLRQV ,QFUHDVLQJO\ +DUPIXO WR %XVLQHVV VD\ (XURSHDQ
Companies in China (XURSHDQ 8QLRQ &KDPEHU RI &RPPHUFH LQ &KLQD th
)HEUXDU\  YLHZHG th 0D\  KWWSZZZHXURSHDQFKDPEHUFRP
FQHQSUHVVUHOHDVHVLQWHUQHWBUHVWULFWLRQVBLQFUHDVLQJO\BKDUPIXOBWRB
EXVLQHVVBVD\BHXURSHDQBFRPSDQLHVBLQBFKLQD!
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has been dubbed an “enabler of changes”, as high

GB

Gigabytes

rates of broadband access translate into a tangible
impact on economic productivity and restructuring, in
combination with other ICT. Slow Internet connection

GSMA
IDC

Groupe Spéciale Mobile Association
Internet Data Centre

IMT

International Mobile Telecommunications

speeds and comparatively low broadband penetration

IPR

Intellectual Property Rights

DUH VWURQJ GLVLQFHQWLYHV IRU KLJKO\FRXUWHG VRIWZDUH
FRPSDQLHV WR XQGHUWDNH LQYHVWPHQW RU UHORFDWH 5 '

ISP
ITU

Internet Service Provider
International Telecommunications Union

capabilities to places such as Beijing’s Zhongguancun.

,07

,QWHUQDWLRQDO0RELOH7HFKQRORJ\

The lack of an affordable, reliable and quick Internet
connection adversely affects business operations. In







,07 3URPRWLRQ*URXS

this technological era the Internet, via both wired and

loT
-9



Internet of Things
-RLQW9HQWXUH

ZLUHOHVVFRQQHFWLRQVLVDQHFHVVDU\WRROWKDWLQÀXHQFHV

00



0DFKLQHWR0DFKLQH

DOORUJDQLVDWLRQV¶HI¿FLHQF\DQGHYHQWXDOO\WKHLUERWWRP

METIS

line.





(QDEOHUVIRUWKH7ZHQW\7ZHQW\

Mobile and Wireless Communications


Information Society
Recommendations
 Improve communication services support to
corporate business intranets, especially for foreign

MIIT

Ministry of Industry and Information
Technology
0XOWL/HYHO3URWHFWLRQ6FKHPH

MOST

Ministry of Science and Technology

0912 
1$/


0RELOH9LUWXDO1HWZRUN2SHUDWRU
1HWZRUN$FFHVV/LFHQVH

NDRC

National Development and Reform

 M a i n t a i n s t a b l e a c c e s s t o g l o b a l l e g i t i m a t e

16/ 

Commission
1DWLRQDO6HFXULW\/DZ

Internet resources critical for corporate business
development.

26&&$

2I¿FHRIWKH6WDWHIRU&RPPHUFLDO 
Cypher Administration

PBoC

People’s Bank of China

 Upgrade network infrastructure premises to meet
WKH JURZLQJ FRUSRUDWH QHHG IRU KLJKVSHHG JOREDO
Internet access in support of sustainable business
development in China.

Abbreviations
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7KLUG*HQHUDWLRQ3DUWQHUVKLS3URMHFW

*



)RXUWK*HQHUDWLRQ

*



)LIWK*HQHUDWLRQ

CBRC
&&&
CCSA



China Banking Regulatory Commission
&KLQD&RPSXOVRU\&HUWL¿FDWLRQ
China Communications Standards

CEC
CERs

Association
Commercial Encryption Codes
Commercial Encryption Regulations

&6/ 
CSPFTZ

&\EHU6HFXULW\/DZ
China (Shanghai) Pilot Free Trade Zone

&7/
EU
EUR



&RXQWHUWHUURULVP/DZ
European Union
Euro

),(
FTZ
)<3



)RUHLJQ,QYHVWHG(QWHUSULVH
Free Trade Zone
)LYH<HDU3ODQ



5 '
RTA



5HVHDUFKDQG'HYHORSPHQW
Radio Type Approval

SAC

Standardisation Administration of China

SDO
SECAM

Standards Development Organisations
Security Assurance Methodology

SHFTZ
6,32 
TC

Shanghai Free Trade Zone
6WDWH,QWHOOHFWXDO3URSHUW\2I¿FH
Technical Committee

7'/7(
UHF
9$6


7LPH'LYLVLRQ/RQJ7HUP(YROXWLRQ
Ultra High Frequency
9DOXHDGGHG6HUYLFH
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9LUWXDO3ULYDWH1HWZRUN
:KROO\)RUHLJQ2ZQHG(QWHUSULVH

:L)L$SV
:/$1 
WTO

:LUHOHVV$FFHVV3RLQWV
:LUHOHVV/RFDO$UHD1HWZRUN
World Trade Organisation

:727%7

:RUOG7UDGH2UJDQLVDWLRQ7HFKQLFDO
Barriers to Trade committee
Zuchongzhi

ZUC

 Broadband and the Economy 2(&'  YLHZHG th -XQH  KWWS
ZZZRHFGRUJLQWHUQHWLHFRQRP\SGI!
 Impact of Broadband on the Economy ,78$SULO  YLHZHG  th July,
 KWWSZZZLWXLQW,78'WUHJEURDGEDQG,78%%5HSRUWVB,PSDFWRI
%URDGEDQGRQWKH(FRQRP\SGI!
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enterprises in China.

Information Security Working Group

Key Recommendations
1. Release Revised Commercial Encryption Regulations (CERs)
 Engage in a timely and meaningful consultation process with all relevant stakeholders well in
advance of the publication of the revised Commercial Encryption Regulations (CERs).
 5HYLVHWKH&(5VLQVXFKDZD\WKDWWKH\
 GRQRWUHJXODWHSURGXFWVZLWKFU\SWRJUDSKLFFDSDELOLWLHVWKDWDUHRUZLOOEHZLGHO\DYDLODEOHDQG
deployed – whether as a result of sales through normal or common retail channels, original
equipment manufacturer (OEM) sales or other means of distribution; and
 DUH QRQGLVFULPLQDWRU\ WRZDUGV EXVLQHVV LPSRUWV RSHUDWLRQV RU PDUNHW DFFHVV RI IRUHLJQ
invested enterprises (FIEs) and in line with international regulations, specifically the World
Trade Organisation’s 7HFKQLFDO %DUULHUV WR 7UDGH$JUHHPHQW :727%7  DQG WKH :72¶V
*RYHUQPHQW3URFXUHPHQW$JUHHPHQW :72*3$  and international best practices.
 Allow FIEs to obtain licences for commercial information security products.

2. Align Domestic Standards and Algorithms with International Norms
 Align domestic standards and algorithms with international standards and best practices.
 Make information accessible to all interested parties, i.e. China’s National Algorithms and all
related, relevant information should be disclosed publicly and available for anyone, including
FIEs, to implement.
Section Four: Trade in Services

 $OORZ LQWHUHVWHG SDUWLHV WR SDUWLFLSDWH LQ VHFXULW\UHODWHG WHFKQLFDO DQG VWDQGDUGLVDWLRQ
committees.

3. Remove the Discriminatory Procurement Restrictions of the Multi-level Protection
Scheme (MLPS)
 5HPRYHGLVFULPLQDWRU\SURFXUHPHQWUHVWULFWLRQVRIWKH0XOWL/HYHO3URWHFWLRQ6FKHPH 0/36 
 Do not restrict or regulate the procurement of products with cryptographic capabilities except in
QDUURZDQGMXVWL¿DEOHFLUFXPVWDQFHV
 Delineate clearly between commercial and military uses of encryption products.
 -RLQIROORZWKH:72*3$
 Allow FIEs to participate in indigenous innovation programmes.

 $OORZ,QGHSHQGHQW&HQWUHVWR&RQGXFW7HVWLQJDQG&HUWL¿FDWLRQ
 $OORZLQGHSHQGHQWQRQVWDWHRZQHGODERUDWRULHVWRFRQGXFWWHVWLQJDQGFHUWL¿FDWLRQ
 (QVXUHSURWHFWLRQDQGQRQGLVFORVXUHRILQWHOOHFWXDOSURSHUW\ ,3 
 $FNQRZOHGJHFHUWL¿FDWHVRIRWKHULQWHUQDWLRQDOO\UHFRJQLVHGWHVWODERUDWRULHVDQGFRQVLGHUWKHP
WREHVXI¿FLHQWLQIXO¿OOLQJ&KLQHVHWHVWLQJUHTXLUHPHQWV
 Safeguard and ensure an open and published procedure for the accreditation of independent
laboratories is put in place.

,WVKRXOGEHQRWHGWKDW&KLQDKDVQRWDFFHGHGWRWKH:72*3$\HW
  ³,QWHUQDWLRQDO EHVW SUDFWLFHV´ UHIHUV VSHFLILFDOO\ WR WKH th DQG th :RUOG 6HPLFRQGXFWRU &RXQFLO -RLQW 6WDWHPHQWV -RLQW 6WDWHPHQW RI WKH th Meeting of the World
Semiconductor Councilth0D\YLHZHGWK-XQHKWWSZZZVHPLFRQGXFWRUFRXQFLORUJZVFXSORDGVVHRXOBSGI!DQG-RLQW6WDWHPHQWRIWKHh Meeting
of the World Semiconductor Councilth0D\YLHZHGth-XQHKWWSZZZVHPLFRQGXFWRUFRXQFLORUJZVFXSORDGV:6&BB-RLQWB6WDWHPHQWSGI!
,ELG
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5. Increase the Participation of Chinese Institutions Within International Dialogues
 (QJDJH PRUH DFWLYHO\ LQ GLDORJXHV DQGRU ZRUNVKRSV DV ZHOO DV VWDQGDUGLVDWLRQ ERGLHV DQG
international agreements with European counterparts to promote cooperation and the removal of
barriers.
 Engage in technical cooperation with European and other global stakeholders in industry,
government and academia.
 $OORZ ),(V WR SDUWLFLSDWH DV HTXDO SDUWQHUV LQ DOO LQIRUPDWLRQ VHFXULW\UHODWHG VWDQGDUGLVDWLRQ
technical committees in order to assist with the development of the most advanced and robust
algorithms for use in China’s commercial encryption sector.

6. Prevent the Implementation of Regulations Referring to ITC Security or Controllability
Which Would Result in the Requirement to Purchase Domestic Technology or
Other Local Content Requirements and Allow for Timely and Due Consultation with
Relevant International Stakeholders
 Publish in a timely fashion any forthcoming implementation guidelines in adherence with China’s
:727%7FRPPLWPHQWVDQGDOORZIRUHLJQLQGXVWU\DQGRWKHUUHOHYDQWVWDNHKROGHUVWRFRPPHQW

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV

Introduction to the Working Group

Market Developments

The European Chamber ’s Information Security

According to Information Security Working Group
estimates, the Chinese market for information security

:RUNLQJ *URXS ZDV HVWDEOLVKHG LQ  WR VXSSRUW

semiconductor industries. Members in these industries
face an increasingly complex and inhospitable
regulatory environment that risks severely curtailing their
business activities and future investments. The Chinese
Government’s approach to encryption regulation differs
markedly from the international norm by handling
encryption as a unified concept encompassing
commercial and state security applications. The lack of
distinction between different levels and applications of
encryption has also led to it being handled as a priority
by the Chinese leadership.
7KHRYHUDUFKLQJUHJXODWRU\DQGFHUWL¿FDWLRQIUDPHZRUN
for information security products and technologies in
China, the Commercial Encryption Regulations (CERs),
are still under revision, and—to the best of the working
JURXS¶VNQRZOHGJH²KDYHEHHQVRVLQFH
(QFU\SWLRQLQ&KLQDLVUHJXODWHGE\WKH6WDWH(QFU\SWLRQ0DQDJHPHQW%XUHDX
(SEMB) and the Communist Party of China (CPC) Central Cryptography
Administration Authority (CCAA) which report directly to the State Council
and the Central Committee of the CPC, respectively. The Office of the State
Commercial Cypher Administration (OSCCA) is a subordinate organisation to the
SEMB and the CCAA and is responsible for policy execution. As such, OSCCA
is industry’s principle interlocutor on encryption matters.

FRXOG EH LQ WKH RUGHU RI RYHU HXUR (85   ELOOLRQ
annually. The market will continue to grow over
the coming years, driven by strategically important
developments such as the Internet of Things (IoT),
smart grids and cloud computing. The annual market for
VPDUW FDUGV DQGGLUHFWO\UHODWHGSURGXFWVLV HVWLPDWHG
WREH(85ELOOLRQDORQH
Regulatory Developments
The OSCCA issued a call for comments in February
 ZLWK UHJDUGV WR PRYLQJ VRPH RI WKH LWHPV LQ LWV
catalogue from an ‘administrative approval’ procedure to
DVLPSOH¿OLQJSURFHGXUH The notice was promulgated
as per the requirements of the State Council, which
has asked all agencies in China to review their
administrative licensing schemes and eliminate those
that are either unnecessary or that negatively impact
China’s economic development. The Information
Security Working Group regards this call for comments,
as well as China’s overall administrative approval
reform, as positive. The working group furthermore
believes that a reduction of OSSCA administrative
approvals would be beneficial for FIEs and Chinese
  26&&$ 1RWLFH RI 3XEOLF$GPLQLVWUDWLYH ([DPLQDWLRQ DQG$SSURYDO &DWDORJXH,
26&&$th)HEUXDU\YLHZHGth0DUFKKWWSZZZRVFFDJRY
FQ1HZV1HZVBKWP!
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the regulatory, information and advocacy needs of
European Chamber members in the smart card and

Third Plenum Reality Check
What did the Third Plenum’s
Decision6 say?

What is the reality?

Status

The China Banking Regulatory Committee’s (CBRC’s) *XLGH
lines on the Application of Secure and Controllable Informa
WLRQ 7HFKQRORJ\ WR 6WUHQJWKHQ %DQNLQJ ,QGXVWU\ 1HWZRUN
Security and Informatisation (&%5&*XLGHOLQHV) were never
published and stakeholders were not given the opportunity
to comment, as rule of law would dictate. This is particularly
VLJQL¿FDQWIRUWKHLQGXVWU\DVWKH&%5&*XLGHOLQHV’ empha
sis on products being “secure and controllable” could serve to
Adherence to ‘rule of law’

severely curtail access to the Chinese market to foreign pro
ducers.

$UWLFOH³:HPXVW«JRYHUQWKH
country according to the rule of
law.”

The OSCCA’s<HDU  &ODULILFDWLRQ 5HOHYDQW 4XHVWLRQV
5HJDUGLQJ &RPPHUFLDO 8VH (QFU\SWLRQ 0DQDJHPHQW <HDU
2000 Clarification) 7 states that only products of which the
core function is encryption are under the jurisdiction of the
OSCCA’s CERs. It is at present unclear whether the <HDU
&ODUL¿FDWLRQ is still adhered to, yet rule of law dictates

Section Four: Trade in Services

that any regulation needs to be formally repealed in order to
be no longer applicable by law.

companies as well as the overall information technology
market development in China.

JRYHUQPHQWSURFXUHPHQWDQGFULWLFDOLQGXVWULHVUHODWHG
to national security and the public interest”, including
communications, transportation, finance, and energy.

China's State Council Internet Information Office
(SCIIO)—now known as the Cyberspace Administration
RI&KLQD²DQQRXQFHGRQnd0D\WKDWD³QHWZRUN
security screening regime” would be established in the
near future for all IT companies operating in China,

7KH V\VWHP LV LQWHQGHG WR SUHYHQW SURGXFW VXSSOLHUV
from illegally controlling, interfering in or interrupting
user systems, or illegally collecting, storing, handling or
exploiting user information.” The review itself would
include a testing and certification process, ongoing

a move that could put foreign IT product and service

monitoring and administrative punishment. According
to the report, any company, product or service that fails
the test would be excluded from the Chinese market.

SURYLGHUVDWDVLJQL¿FDQWGLVDGYDQWDJHLQWKH&KLQHVH
marketplace.  7KH VWDWHUXQ People's Daily stated
WKDW WKH YHWWLQJ SURFHVV ZRXOG IRFXV RQ WKH VHFXULW\
and controllability” of products and services used for
7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision.
  ,Q 0DUFK  WKH 26&&$ UHOHDVHG WKH VRFDOOHG µ<HDU  &ODULILFDWLRQ
5HOHYDQW 4XHVWLRQV 5HJDUGLQJ &RPPHUFLDO 8VH (QFU\SWLRQ 0DQDJHPHQW,
ZKLFK FODULILHV WKDW WKH 26&&$¶V  &RPPHUFLDO (QFU\SWLRQ &RGHV RQO\
apply to “specialised hardware and software for which encryption and decoding
operations are core functions”.
China's cyber move in the right direction, China Dailyth0D\%HLMLQJ
YLHZHG  th 0D\  KWWSXVDFKLQDGDLO\FRPFQEXVLQHVV
FRQWHQWBKWP!
  Internet Security Review is in Response to the Current Situation, People’s
Daily rd 0D\  YLHZHG th 0D\  KWWSSROLWLFVSHRSOHFRPFQ
QFKWPO!
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The working group regards this development with great
concern, especially in light of recent developments,
such as the attempt to promulgate regulations regarding
the procurement of IT products in the Chinese banking
sector (see Key Recommendation 6), and the drafting
RI &KLQD¶V &RXQWHUWHUURULVP /DZ &7/  DQG &\EHU
6HFXULW\ /DZ DQG WKH SURPXOJDWLRQ RI WKH 1DWLRQDO
6HFXULW\ /DZ 16/ $OO RI WKHVH SROLF\ LQLWLDWLYHV
referred to the security and controllability of products.
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2Q  th 0D\  WKH 1DWLRQDO 'HYHORSPHQW DQG
Reform Commission (NDRC) and the People’s Bank of
China (PBOC) officially announced that the algorithm
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testing licence to a foreign manufacturer for a smart
FDUG IRU WKH ILUVW WLPH LQ   the OSCCA itself
seemed to correctly acknowledge that the core function

for mobile payments will be one of the existing series
of Shangyong Mima (SMx) national algorithms, but
which of the national algorithms will be selected will
be dependent on the application environment.  The
working group is concerned about this development as

of smart cards is not encryption. It should also be noted

the requirement to use a particular national algorithm

IURPEHORZRQHWRSHUFHQW7KLVFDQEHFRQWUDVWHG

could potentially work to effectively exclude FIEs from
offering their products and solutions in the Chinese

WR WKH DSSUR[LPDWH  WR  SHU FHQW RI FKLS VSDFH
FRQVXPHG E\ PHPRU\ IXQFWLRQV DQG WKH  WR  SHU

mobile payments sector.

cent of area given to logic functionality. Therefore,

that cryptographic functionality is also not the primary or
core function of integrated circuit chips. Chips provide
various functionalities, with a portion of the chip area
used for cryptographic functionality generally ranging

according to the OSCCA’s own regulations, neither

Key Recommendations

smart cards nor integrated circuit (IC) chips intended

1. Release Revised Commercial Encryption
Regulations (CERs)

encryption regulations because encryption is not the

Concern
The current CERs effectively exclude FIEs from

The inability of European semiconductor manufacturers

some areas of the Chinese market, including some
product markets in which they had been active for a
considerable amount of time.

for smart cards should be covered by the OSCCA’s
core function of both products.

to gain relevant encryption licensing may be explained
E\ WKH 26&&$ QR ORQJHU LQWHUQDOO\ DSSO\LQJ WKH<ear
2000 Clarification. The working group hopes that

The CERs constitute the overarching regulatory
and certification framework for information security

serve to limit the scope of coverage of the CERs and
therefore safeguard legitimate access to the Chinese

products and technologies in China. They date back

marketplace for European smart card and semiconductor

 \HDUV WR  ZKHQ WKH 6WDWH &RXQFLO LVVXHG WKH
Regulation of Commercial Encryption Codes (CECs),

manufacturers. While the working group would strongly
oppose a repeal of the <HDU  &ODULILFDWLRQ, it is

which clearly stated that foreign companies could not,
among other things, sell products with commercial
encryption technology in China. The CERs, released

still important to note that rule of law dictates that any

LQDQGEXLOWXSRQWKH&(&VE\VHWWLQJRXW
licensing requirements for products that use encryption
technology.
The OSCCA’s <HDU&ODUL¿FDWLRQVSHFL¿HVWKDWRQO\
products of which the core functionality is encryption
will be covered by the CECs. In granting an encryption
7KH Shangyong Mima VHULHV RI DOJRULWKPV LQFOXGHV DSSUR[LPDWHO\  GLVWLQFW
algorithms. In the literature these are commonly referred as ‘SMx’, where the ‘x’
LVDSODFHKROGHUIRUWKHLQGLYLGXDOQXPEHURIWKHDOJRULWKPHJ6060HWF
 &LUFXODURQ¿QDQFLDOWHFKQRORJ\LQPRELOHHFRPPHUFHVHUYLFHLQQRYDWLRQSLORW
work1DWLRQDO'HYHORSPHQWDQG5HIRUP&RPPLVVLRQYLHZHGth May
KWWSZZZVGSFJRYFQ]FIE]FIEW]WBKWPO!
)RUDIXOOWLPHOLQHDQGPRUHGHWDLORQWKH&(5VSOHDVHUHIHUWRWKH(XURSHDQ
Union Chamber of Commerce in China’s Information Security Position Paper

IRUPDOO\DGRSWHGUHJXODWLRQVRUQRWLFHVPXVWEHIRUPDOO\
repealed in order to stop being applicable by law.
Therefore, by Chinese law, the <HDU&ODUL¿FDWLRQ
should continue to be applied.
The OSCCA, an organisation that reports directly to
both the State Council and the Central Committee
of the Communist Party of China, is tasked with
regulating encryption in China, which is reflective of
China’s handling of encryption as a unified concept
encompassing commercial and state security
applications.
The process to revise the CERs is still ongoing. During
D PHHWLQJ ZLWK WKH 6WDWH &RXQFLO /HJLVODWLYH$IIDLUV

2011/2012, KWWSZZZHXURSHDQFKDPEHUFRPFQHQSXEOLFDWLRQVDUFKLYH
,QIRUPDWLRQB6HFXULW\B3RVLWLRQB3DSHUB!
,Q 0DUFK  WKH 26&&$ UHOHDVHG WKH VRFDOOHG <HDU  &ODULILFDWLRQ
5HOHYDQW 4XHVWLRQV 5HJDUGLQJ &RPPHUFLDO 8VH (QFU\SWLRQ 0DQDJHPHQW,
ZKLFK FODULILHV WKDW WKH 26&&$¶V  &RPPHUFLDO (QFU\SWLRQ &RGHV RQO\
apply to “specialised hardware and software for which encryption and decoding
operations are core functions”.

,QIRUPDWLRQ 6HFXULW\ 3RVLWLRQ 3DSHU , European Union Chamber
RI &RPPHUFH LQ &KLQD  KWWSZZZHXURSHDQFKDPEHUFRPFQHQ
SXEOLFDWLRQVDUFKLYH,QIRUPDWLRQB6HFXULW\B3RVLWLRQB3DSHUBB
 In a meeting with the United States Information Technology Office (USITO)
RQ  th 'HFHPEHU  WKH 26&&$ LWVHOI FRQILUPHG WKDW WKH <HDU 
&ODUL¿FDWLRQ has never changed, and will continue to be effective.
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Assessment

this is not the case. The <HDU  &ODULILFDWLRQ is
an important rule that, if properly followed, should

2I¿FH 6&/$2 LQ'HFHPEHUWKHZRUNLQJJURXS

EU Member States. As such, the issue of China’s CERs

was informed that the CERs now have a tier II status (tier
I pending) – this could potentially lead to the revised

VKRXOGEHWDNHQXSGXULQJWKHQHJRWLDWLRQVIRUWKH(8
China Comprehensive Agreement on Investment (CAI).

CERs finally being released in the fourth quarter of
RUHDUO\

In turn, the multilateral rules of the WTO that have

Under the CERs, FIEs are barred from obtaining

served to propel China’s economic growth over the last
decade require China to take various actions related to

licences to sell, produce and carry out research and

WKHUHYLVLRQDQGLPSOHPHQDWLRQRIWKH&(5V

GHYHORSPHQW 5 ' IRUHQFU\SWLRQWHFKQRORJ\DVZHOO

 In terms of the revision process, as a technical
regulation, China is obligated to ensure that the

as to gain the product type licence from the OSCCA,
as only applications from companies with a majority
 SURGXFWV WR KDYH JDLQHG WKH 26&&$ SURGXFW

WUDGHUHVWULFWLYHWKDQQHFHVVDU\WRIXO¿ODOHJLWLPDWH
objective”. In addition, China is also obliged to notify

licensing, all of the companies developing these
products are Chinese domestic companies./LNHZLVH

all technical regulations not based on international
VWDQGDUGVWKDWKDYHDVLJQL¿FDQWLPSDFWRQWUDGHWR

DOORIWKHFRPSDQLHVWRKDYHEHHQJUDQWHGDVDOHV

Enforcement of the CERs remains selective and

WKH:727%7&RPPLWWHH
 In terms of implemenation of the regulation, China’s
central government is required to ensure that
conformity assessment procedures grant access for

opaque, with most commercial contracts remaining

suppliers of like products from other WTO members

accessible. However, by simply requiring procuring

no less favourable than those conditions accorded

agencies to demand that suppliers have Chinese
encryption licences, China’s CERs effectively allow for

to suppliers from China, including a supplier’s right

Chinese stake have been accepted. Indeed, of all the

licence are Chinese domestic companies.

 

the situation whereby foreign companies’ market access
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&(5VDUHQRQGLVFULPLQDWRU\DQG³VKDOOQRWEHPRUH

could be cut off practically instantaneously for various
encrpytion products that they are currently being sold in
the Chinese marketplace.

to an assessment of conformity under the rules of
the procedure. Furthermore, China must ensure that
each applicant must be given information necessary
to assess conformity and that the standard
processing period of each conformity assessment

7KH(XURSHDQ&RPPLVVLRQKDVLGHQWL¿HGWKLVLQIRUPDWLRQ
security issue as a key market access barrier with

procedure be published; or that the anticipated
processing period is communicated to the applicant
upon request.  However, the OSCCA has never

China, alongside less than a dozen other sectoral and
horizontal investment issues. Europe believes in open

released such information to foreign suppliers of
commercial encryption products. Moreover, the

markets and remains resolutely open to investment.
Chinese companies gain all required licences or
authorisations, if any are required, in Europe to

OSCCA does not even accept applications from
FIEs for conformity assessment to the commercial

manufacture and sell commercial encryption products in

 7KH :727%7 VWDWHV WKDW D WHFKQLFDO UHJXODWLRQ LV D GRFXPHQW ZKLFK OD\V
down product characteristics or its related processes and production methods,

 The tier status is related to the prioritisation of the regulation. In the Information
Security Working Group’s understanding, a tier I regulation has the highest

including the applicable administrative provisions with which compliance is
PDQGDWRU\KWWSVZZZZWRRUJHQJOLVKGRFVBHOHJDOBHWEWBHKWP!
:727%7:72$UWLFOHYLHZHGth-XO\KWWSVZZZZWRRUJ
HQJOLVKGRFVBHOHJDOBHWEWBHKWP!

priority and should therefore be released in that calendar year, whereas a tier III
regulation is regarded as less of a priority for the calendar year and is therefore
likely to be delayed until the following year for formal promulgation.
/LVWRI*HQHUDO&RPPHUFLDO(QFU\SWLRQ3URGXFWV2I¿FHRIWKH6WDWH&RPPHUFLDO

 ,QDFFRUGDQFHZLWK$UWLFOHRIWKH:727%7KWWSVZZZZWRRUJHQJOLVKGRFVBH
OHJDOBHWEWBHKWP!&KLQDLVREOLJHGWRQRWLI\DOOWHFKQLFDOUHJXODWLRQVZKHQHYHUD
relevant international standard does not exist or the technical content of a proposed
technical regulation is not in accordance with the technical content of relevant

&\SKHU$GPLQLVWUDWLRQYLHZHGRQth)HEUXDU\KWWSZZZRVFFDJRY
FQ1HZV1HZVBKWP!
 /LVW RI &RPSDQLHV ZLWK &RPPHUFLDO (QFU\SWLRQ 6DOHV /LFHQFHV, Office of the
6WDWH &RPPHUFLDO &\SKHU$GPLQLVWUDWLRQ st 0D\  YLHZHG nd May,
KWWSZZZRVFFDJRYFQ1HZV1HZVBKWP!

LQWHUQDWLRQDOVWDQGDUGVDQGLIWKHWHFKQLFDOUHJXODWLRQPD\KDYHDVLJQL¿FDQWHIIHFW
on trade. This notification should be carried out at an “early draft stage” so that
comments made by WTO members can be taken into account before a draft is
DGRSWHG7KHQRWL¿FDWLRQVKRXOGWKXVSURYLGHLQSULQFLSOHDWOHDVWGD\VIRU:72
members' comments and, once adopted, the implementation date should be no

$OWKRXJK),(VFDQREWDLQDQLPSRUWOLFHQFHWKLVGRHVQRWSURYLGHDFFHVVWRWKH
Chinese market as the import licence can only be used for an import item which
ZLOOUHPDLQZLWKLQWKHLPSRUWLQJFRPSDQ\DQGZKLFKQHHGVWREHUHH[SRUWHGDIWHU
use, testing or processing. The import licence requirements are burdensome,

VRRQHUWKDQVL[PRQWKVXQOHVVQRWSRVVLEOHIRUVSHFL¿FJURXQGVRIXUJHQF\
$QQH[RIWKH:727%7VWDWHVWKDWFRQIRUPLW\DVVHVVPHQWSURFHGXUHVDUHDQ\
procedure used, directly or indirectly, to determine that relevant requirements in
WHFKQLFDOUHJXODWLRQVRUVWDQGDUGVDUHIXO¿OOHG$VDQH[SODQDWRU\QRWHWKH:72
TBT states that conformity assessment procedures include, inter alia, procedures

in particular because the import licence obtained is for a single shipment and is
KHOGE\WKH26&&$7KLVSUDFWLFHFUHDWHVVLJQL¿FDQWXQFHUWDLQW\IRULQWHUQDWLRQDO
business, as well as additional costs as any delay in the application procedure
DIIHFWVGRZQVWUHDPDFWLYLWLHV
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for sampling, testing and inspection; evaluation, verification and assurance of
conformity; registration, accreditation and approval as well as their combinations.
 :727%7$UWLFOHVWR
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algorithms that are frequently and increasingly

Assessment
The Ministry of Industry and Information Technology’s
(MIIT’s) 12 th )LYH<HDU 3ODQ IRU WKH 'HYHORSPHQW RI
the Information Security Industry sets out industrial

required for access to the market as state secrets

policies to promote the development of an indigenous

and therefore does not publicly release many of the
algorithms or allow foreign companies to implement

information security industry in the mistaken belief that

the algorithms in encryption products.

products in order to protect national security. These

in writing why it does not accept licence applications
from FIEs. The OSCCA categorises the national

China should stop utilising foreign information security

Although Europe remains open to Chinese companies
operating in such fields and has so far resisted calls

discriminatory industrial policies include the government
procurement of domestic products, national and local
fiscal funding schemes that are only accessible to

to close markets owing to such concerns, there is the

GRPHVWLF¿UPVDQGWKHIRUPXODWLRQRIGRPHVWLFQDWLRQDO

real risk that such calls and related fears will grow and

standards, including national algorithms.

escalate if China does not become more open and
to its own markets in information security and related

These national algorithms are formulated in a closed
process and are usually regarded as state secrets.

¿HOGV

:LWKWKHH[FHSWLRQRIWKH=X&KRQJ]KL =8& *WLPH

Recommendations

GLYLVLRQ 7'  ORQJWHUP HYROXWLRQ /7(  DOJRULWKP WKDW
was submitted to the third generation partnership project

 Engage in a timely and meaningful consultation
process with all relevant stakeholders well in

VWDQGDUG LQ 6HSWHPEHU  QRQH RI WKH DGGLWLRQDO

transparent, including in terms of reciprocal access

*33  DQG DFFHSWHG DV D YROXQWDU\ LQWHUQDWLRQDO

capabilities that are, or will be, widely available and
deployed—whether as a result of sales through

much of China’s critical infrastructure where these
national algorithms are implemented. It is not possible

normal or common retail channels, OEM sales or

to assure the robustness of China’s national algorithms

other means of distribution; and
DUHQRQGLVFULPLQDWRU\WRZDUGVEXVLQHVVLPSRUWV

without rigorous scrutiny at an international level where
all the leading global actors come together using the

operations or market access of FIEs and in line

globally most advanced methods and techniques to

with international regulations, specifically the
:727%7 DQG :72*3$ DQG LQWHUQDWLRQDO EHVW

test resistance of the standards to attack. Without
this rigorous level of testing, there is a real risk that

practices.
 Allow FIEs to obtain licences for commercial
information security products.

the strength of China’s information security solutions
will fall behind the rest of the world. Therefore, such
an isolationist policy intended to promote information

2. Align Domestic Standards and Algorithms
with International Norms
Concern
There has been a trend in recent years towards an
increasing implementation of indigenous national
algorithms that are defined in closed processes and
that have not undergone peer review in international
VWDQGDUGLVDWLRQ RUJDQLVDWLRQV )RUHLJQLQYHVWHG
enterprises are often pushed out of the market when
national algorithms are implemented, either because
the standards are kept as state secrets or because
approval is not granted for foreign companies to
LPSOHPHQWWKHDOJRULWKPVDQGWRJDLQFHUWL¿FDWLRQ

security will, conversely, likely serve to threaten the
security of the systems that it intends to protect.
There have, however, been some positive steps taken
towards disclosing a number of national algorithms.
)ROORZLQJ WKH SXEOLF GLVFORVXUH RI WKH 60 DQG 60
QDWLRQDO DOJRULWKPV LQ  WKH 60 DOJRULWKP ZDV
 12th)LYH<HDU3ODQIRUWKH'HYHORSPHQWRIWKH,QIRUPDWLRQ6HFXULW\,QGXVWU\, MIIT,
YLHZHGth-XO\KWWSZZZJRYFQJ]GWFRQWHQWB
KWP!
7KLVLVLQVSLWHRIWKHIDFWWKDWWKH6WDWH&RXQFLOLVVXHGDQRWLFHLQ1RYHPEHU
which directs all government entities to remove any mention of linkages between
indigenous innovation policy and government procurement incentive measures within
UHJXODWRU\GRFXPHQWVDQGWRVWRSVXFKLPSOHPHQWDWLRQE\st'HFHPEHU
,WLVWKHXQGHUVWDQGLQJRIWKH,QIRUPDWLRQ6HFXULW\:RUNLQJ*URXSWKDWWKHUHDUH
WHQQDWLRQDOHQFU\SWLRQDOJRULWKPVDOWKRXJKWKLV¿JXUHPD\EHLQDFFXUDWHEHFDXVH
the OSCCA has not disclosed any information on Chinese national encryption
algorithms other than for the four algorithms which have been fully publicly released.
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 5HYLVHWKH&(5VLQVXFKDZD\WKDWWKH\
GR QRW UHJXODWH SURGXFWV ZLWK FU\SWRJUDSKLF

nine national algorithms have been peer reviewed at an
international level. This poses potentially great security
risks for China’s information security systems, including

advance of the publication of revised CERs.

also released as a new *XRMLD 0LPD 7XLMLDQ *0
T)  standard, meaning that four of the ten national
algorithms are publicly available.

algorithm, it is impossible for any FIE to comply with the
standard and therefore access the mobile payments
market. Mobile payments is clearly an example of a
purely commercial application and does not affect state

The rationale for publicly opening these standards is

security. The encryption required for safe and secure

unknown. Despite the measure to open these three SM

mobile payments is not the core function of the product,
meaning its core commercial functionality. In this regard,

VHULHVQDWLRQDODOJRULWKPVDQ),(KDV\HWWREHFHUWL¿HG
by the OSCCA in China to implement these algorithms.

the production of mobile payment products should be

(YHQZKHUHWKH26&&$SURGXFWW\SHFHUWL¿FDWLRQPD\

open equally to both domestic Chinese companies and

not be required by the procuring agencies issuing
tenders for commercial encryption products, it may still

FIEs.

EHLPSRVVLEOHIRUVRPHIRUHLJQ¿UPVWRVHOOFU\SWRJUDSKLF

Case Study: People’s Bank of China Banking

products where national algorithms are required. This is

,QWHJUDWHG&LUFXLW&DUG6SHFL¿FDWLRQV 3%2&

because Chinese testing agencies in different sectors
may require OSCCA approval before even being able to
SHUIRUPDSSOLFDWLRQOHYHORUKDUGZDUHVHFXULW\DOJRULWKP
testing for conformity assessment.
In alignment with the mistaken belief put forward in the
MIIT’s 12th)<3 that national security can be improved

Section Four: Trade in Services

by developing and mandating domestic indigenous

7KH 3%2& IRUPDOO\ SURPXOJDWHG 3%2&
VSHFLILFDWLRQV RQ  th  )HEUXDU\  7KHVH
specifications allow the chip card technology of
Chinese bank payment cards to run on two dual
V\VWHPV RI DOJRULWKPV 3%2& DQG (09  7KH
PBOC algorithms include three Chinese SM series
DOJRULWKPV 60 60 DQG 60  GHYHORSHG E\

standards and algorithms, a trend had been initiated to
extend the implementation of national algorithms in a

the OSCCA. The PBOC standards are very similar

number of information security products.

standards for credit and debit payment cards based

A marketplace where a requirement to use a particular
national algorithm could potentially work to effectively

on chip card technology that were developed within
WKH (09&R  These algorithms can be used in
various industries and applications and are being

H[FOXGH),(VLVPRELOHSD\PHQWV,Q-DQXDU\WKH
China National Information Technology Standardisation
(NITS) committee released a draft National Standard

WR WKH (09 (XURSD\ 0DVWHU&DUG 9LVD  JOREDO

positioned by the PBOC as indigenous Chinese IC
card payment standards.

for Mobile Payments. The standardisation process
was closed to FIEs. Although many FIEs are members

7RLPSOHPHQWWKH3%2&VSHFL¿FDWLRQV&KLQD¶V
FXUUHQWSD\PHQWHFRV\VWHPQHHGVWREHXSJUDGHG

RI WKH 0XOWL)XQFWLRQDO 6PDUW &DUG$OOLDQFH 0)6&$ 
which drafted the standard, these FIE members were
left out of the drafting process. 2Q th 0D\ 

to include the PBOC Chinese national SM series
DOJRULWKPV LQ DGGLWLRQ WR WKH (09 VWDQGDUGV
Implementing the SM series algorithms will require

the NDRC and the PBOC officially announced that
the algorithm for mobile payments will be one of the
existing SMx national algorithms, but which of the
national algorithms will be selected will be dependent
on the application environment. Without knowing the

DQXSGDWHRUXSJUDGHWRDOOWKHIURQWHQGSRLQWRI
sale (POS) terminals that interface with the bank
payment cards, as well as the hardware security

µ*XRMLD0LPD7XLMLDQ¶FRPPRQO\DEEUHYLDWHGLQWKHOLWHUDWXUHDVµ*07¶VWHPV
IURPWKH&KLQHVHQDPHZKLFKWUDQVODWHVLQWR(QJOLVKDVµ1DWLRQDO(QFU\SWLRQ
5HFRPPHQG¶7KH QHZ *07 VWDQGDUGV ZHUH SRWHQWLDOO\ LVVXHG E\ WKH QHZ
Chinese National Cryptography Industry Standards Technical Committee
HVWDEOLVKHG XQGHU WKH 26&&$ LQ 2FWREHU  +RZHYHU WKH ,QIRUPDWLRQ
Security Working Group cannot be sure of this as a meeting request to meet with
the technical committee was rejected.
,QIRUPDWLRQ 6HFXULW\ 3RVLWLRQ 3DSHU , European Union Chamber
RI &RPPHUFH LQ &KLQD  KWWSZZZHXURSHDQFKDPEHUFRPFQHQ
SXEOLFDWLRQVDUFKLYH,QIRUPDWLRQB6HFXULW\B3RVLWLRQB3DSHUBB!
 &LUFXODURQ¿QDQFLDOWHFKQRORJ\LQPRELOHHFRPPHUFHVHUYLFHLQQRYDWLRQSLORWZRUN,
1DWLRQDO'HYHORSPHQWDQG5HIRUP&RPPLVVLRQth0D\YLHZHGth May,
KWWSZZZVGSFJRYFQ]FIE]FIEW]WBKWPO!
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module (HSM). For now, banks have the option to
XVH HLWKHU WKH (09 JOREDO VWDQGDUG DOJRULWKPV RU
the PBOC algorithms, or could accept using both.
$VH[HFXWLRQRI3%2&UROOVRXWPRUHDQGPRUH
banks will adopt the PBOC algorithms.
$VZDVPHQWLRQHGLQWKHRULJLQDOSODQIRU3%2&
as given by China Union Pay (CUP) and the China
 60LVWKHHTXLYDOHQWRI(OOLSWLF&XUYH&U\SWRJUSK\5LYHVW6KDPLUDQG$GOHPDQ
DOJRULWKPFRPPRQO\NQRZQDVµ(&&56$¶ 60LVWKHHTXLYDOHQWRIWKH6HFXUH
+DVK$OJRULWKP'DWD(QFU\SWLRQ6WDQGDUGFRPPRQO\NQRZQDVµ6+$'(6¶
DQG 60 LV WKH HTXLYDOHQW RI WKH7ULSOH 'DWD (QFU\SWLRQ 6WDQGDUG FRPPRQO\
NQRZQDVµ'(6¶
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Bank Card Testing Centre (BCTC, under the

The PBOC—via CUP—mandated a Chinese

PBOC), it is expected that the SM series PBOC
algorithms will replace WKH JOREDO (09 VWDQGDUGV

VWDWHRZQHG WHVWLQJ ODERUDWRU\ %&7&  WR FRQGXFW
DSSOLFDWLRQOHYHO WHVWLQJ DQG KDUGZDUH VHFXULW\

and eventually be made mandatory. Although

testing for the products of FIEs implementing these

the national Chinese algorithms are not currently

national algorithms. However, some of the testing

mandatory for bank cards, a similar precedent has
DOUHDG\EHHQVHWLQWKHH[DPSOHRIHWRNHQV 86%

requirements seemingly require disclosure of
VHFXULW\UHOHYDQW VRXUFH FRGH PDWHULDO WKDW ZRXOG

key). 

be impossible for European companies to provide.
Furthermore, the working group is concerned

It is the understanding of the Information Security
Working Group that the Chinese national PBOC

about issues such as cost duplication that BCTC
testing, as an additional layer of testing on top of

algorithms will be mandated for bank payment

international testing, would require. Also, as for

cards integrated circuit chips as soon as domestic

all issues relating to commercial encryption in

chip vendors can produce secure chips for bank

China, the market could also be closed to foreign

cards and the HSM can be manufactured by
domestic companies. The working group estimates

companies simply by the procuring agencies (in this

that this period could be as short as one to two

during the procurement process.

FDVH EDQNV  UHTXLULQJ 26&&$OHYHO FHUWLILFDWLRQ

years before a technical switch can start to be
implemented.

Recommendations

While the working group believes it is not possible

 Align domestic standards and algorithms with
international standards and best practices.

processes and not undergone rigourous scrutiny

 Make information accessible to all interested parties,
i.e. China’s National Algorithms and all related,
relevant information should be disclosed publicly and

during peer review in international standardisation
organisations, the working group does regard
WKH 3%2& VSHFLILFDWLRQV DV SRVLWLYH LQ VRPH

 $OORZ LQWHUHVWHG SDUWLHV WR SDUWLFLSDWH LQ VHFXULW\
related technical and standardisation committees.

to assure the robustness of these national
algorithms if they have been defined in closed

available for anyone, including FIEs, to implement.

increase in the level of security and quality required
LQWKHSURGXFWVZLWKLQWKH3%2&VSHFL¿FDWLRQV
At the same time, the working group regards it
as positive that the three SM series algorithms

3. Remove the Discriminatory Procurement
Restrictions of the Multi-level Protection
Scheme

WR EH XVHG LQ 3%2& KDYH DOO EHHQ SXEOLFO\
disclosed by the OSCCA, meaning that any person
or company can gain access to and knowledge

Concern
&KLQD¶V0XOWLOHYHO3URWHFWLRQ6FKHPH 0/36 SUHYHQWV
certain businesses and administrations from using IT

about the algorithms and can thus implement the
algorithms as they please.

products containing foreign intellectual property (IP), and
its implementation is becoming increasingly common. The
0/36QRWRQO\RSHQO\GLVFULPLQDWHVDJDLQVW),(VLWDOVR

Therefore, it should still be possible for FIEs to
produce products implementing the SM algorithms,

jeopardises China’s overall information security and
risks slowing the informatisation of China’s economy as
aimed for in the 12th)<3.

thus allowing foreign firms to continue their
contributions towards improving and maintaining
the security of China’s bankcard payments system
by providing the highest quality, most secure and
most functional products.

,Q  WKH 60 DOJRULWKP ZDV LQFOXGHG IRU HWRNHQV DOWKRXJK QRW RQ D
PDQGDWRU\EDVLV,QIROORZLQJWKHLPSRVLWLRQRIUHJXODWLRQVWRVWULQJHQWO\
LPSOHPHQW WKH 60 DOJRULWKP LQ HWRNHQV LW ZDV ILQDOO\ PDQGDWHG WKDW DOO
VHFRQGJHQHUDWLRQHWRNHQVPXVWLPSOHPHQWWKHQDWLRQDODOJRULWKP

Assessment
7KH0/36LVDSROLF\IUDPHZRUNGHVLJQHGE\&KLQD¶V
Ministry of Public Security (MPS) that, like various
schemes around the world, aims to legitimately impose
information security compliance requirements on
information systems in enterprises and administrations
that the government considers to be of essential
VHFXULW\ LQWHUHVW 7KH 0/36 VWDWHV WKDW LQIRUPDWLRQ

Information Security Working Group
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regards. First, the working group welcomes the

security components in critical information systems

The following two requirements are barriers to FIEs

cannot contain foreign IP. However, the scope of
application of these requirements extends vastly

wishing to sell their products for level three and above
V\VWHPV

beyond both provisions required to protect essential
national security interests as well as the scope of

 3URGXFW5 'DQGPDQXIDFWXULQJPXVWEHFDUULHGRXW

JRYHUQPHQW SURFXUHPHQW$V VXFK WKH 0/36 DFWV DV

 The core technology and key parts of the product

a trade barrier to restrict foreign information security

by Chinese controlled enterprises.
should have indigenous IP.

technology gaining access to large sections of the
Chinese marketplace. The working group recommends

7KH 0/36 UHJXODWLRQV HPSKDVLVH WKDW HQFU\SWLRQ

that this issue is taken up during the negotiations for the
(8&KLQD&$,

technology products must be approved by encryption
UHJXODWRU\DXWKRULWLHV$VWKH0/36DOVRVSHFL¿HVWKDW
just the core technology and key parts of the products

a) MLPS regulations
The $GPLQLVWUDWLYH 0HDVXUHV IRU WKH 0XOWL/HYHO
Protection of Information Systems, a document issued

VKRXOGKDYHLQGLJHQRXV,3LQOLJKWRIWKHSUHYLRXV&&
,6 FHUWLILFDWLRQ RI D ZKROO\ IRUHLJQRZQHG HQWHUSULVH
(WFOE) in the smart card sector, the MPS should

jointly by the MPS, the State Encryption Management

also recognise that the core functionality of many

Bureau (SEMB), the Ministry of State Security (MSS),

LQIRUPDWLRQVHFXULW\SURGXFWVFRYHUHGXQGHUWKH0/36

and the State Council Information Office (SCIO) in

is not encryption. In this regard, as the aim of the

-XQH  VHWV WKH IRXQGDWLRQ IRU WKH SURJUDPPH

0/36LVWRJXDUDQWHHVHFXULW\RILQIRUPDWLRQV\VWHPV

and requires information systems to be inspected and
FODVVL¿HGDFFRUGLQJWRD¿YHOHYHOV\VWHP

those information security products for which the core
functionality is not encryption should be permissible for
LQFOXVLRQXQGHUWKH0/36LUUHVSHFWLYHRIWKHRULJLQRI

The scheme is based on five ascending levels of

the IP and irrespective of the nationality of the company

FODVVL¿FDWLRQRI,7V\VWHPVEDVHGRQWKHOHYHORIWKUHDW
posed in the event of the system being compromised.

WKDW FDUULHG RXW WKH 5 ' DQG PDQXIDFWXULQJ RI WKH
product.

Section Four: Trade in Services

)RUH[DPSOHGDPDJHWROHYHORQHFODVVL¿HGV\VWHPV²
the least critical—would lead to harm to private and
FRPSDQ\LQWHUHVWV'DPDJHWROHYHO¿YHV\VWHPV²WKH
most critical—would threaten national security (for more
LQIRUPDWLRQVHH)LJXUHRQWKHRSSRVLWHSDJH 
.H\HOHPHQWVLQWKHGLUHFWLYH
 System administrators for level three and above
systems are required to procure products, the core
technology and key components of which need to have
independent Chinese IP and a China Compulsory

b) Unprecedented broad scope of application
7KH PDMRU FRQFHUQ UHJDUGLQJ WKH 0/36 LV WKH VFRSH
of coverage of administrations and businesses in
level three, for which it is stated that a compromise of
these IT systems would cause damage to social order
DQG SXEOLF LQWHUHVW 7KH &KLQHVH GHILQLWLRQ RI OHYHO
three, critical infrastructure encompasses information
V\VWHPVRIJRYHUQPHQWDQGEXVLQHVVHVLQQRQVHFXULW\
related areas including commerce, culture, healthcare,
transport and education, among others.

&HUWL¿FDWLRQIRU,QIRUPDWLRQ6HFXULW\3URGXFWV &&,6 
FHUWL¿FDWLRQ

The MPS has stated that the scope of level three

 7R VHOO FU\SWRJUDSKUHOHYDQW LQIRUPDWLRQ VHFXULW\
SURGXFWV EDVHG RQ WKH 0/36 UHJXODWLRQ 26&&$
approval is required to attain the sales certificate

DQG DERYH LQ WKH 0/36 LV VPDOO DQG VKRXOG WKHUHIRUH
not create market access issues as a result of the
requirement to use domestic IP. As a written response

issued by the MPS.
$UWLFOH;;,RIWKH*HQHUDO$JUHHPHQWRQ7DULIIVDQG7UDGH *$77 VWLSXODWHV³6HFXULW\
Exemptions” from the general legal obligations in the GATT when WTO members
need to take independent security and defense policy measures for the “protection
RILWVHVVHQWLDOVHFXULW\LQWHUHVWV L UHODWLQJWR¿VVLRQDEOHPDWHULDOVRUWKHPDWHULDOV
from which they are derived; (ii) relating to the traffic in arms, ammunition and
implements of war and to such traffic in other goods and materials as is carried
on directly or indirectly for the purpose of supplying a military establishment; and
(iii) taken in time of war or other emergency in international relations” – *HQHUDO
$JUHHPHQWRQ7DULIIVDQG7UDGH:RUOG7UDGH2UJDQLVDWLRQYLHZHGth
-XO\KWWSVZZZZWRRUJHQJOLVKGRFVBHOHJDOBHJDWWBHKWP!
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to a question posed during a Trade Policy Review
XQGHUWKH:72EHWZHHQth±th-XQH&KLQHVH
authorities stated that as level three and above of
WKH 0/36 FRYHUV D YHU\ OLPLWHG SRUWLRQ RI &KLQD¶V
information systems, foreign products will hardly be
affected. However, in reality, requests for proposals
5)3V  WKDW UHIHUHQFH 0/36UHODWHG UHTXLUHPHQWV
are increasingly prevalent and are applied extremely
broadly in information systems across a large range of
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)LJXUH$QDO\VLVRIWKH¿YHOHYHOVRIFODVVL¿FDWLRQXQGHUWKH0/36
MLPS Level

Harm Caused by
Damage

Object of Damage
Lawful rights of private

Level 1

Harm

persons, companies and
ŽƚŚĞƌŽƌŐĂŶŝƐĂƟŽŶƐ
Lawful rights of private

Level 2

Serious harm

persons, companies and
ŽƚŚĞƌŽƌŐĂŶŝƐĂƟŽŶƐ

Level 3

Level 4

Damages

Social order and public
interests

sĞƌǇ^ĞƌŝŽƵƐ

Social order and public

Damages

interests

ƌŝƟĐĂů/ŶĨƌĂƐƚƌƵĐƚƵƌĞ͗
z

ĚŵŝŶŝƐƚƌĂƟŽŶ͕ŵĂŶĂŐĞŵĞŶƚ͕ƉƌŽĚƵĐƟŽŶĂŶĚůŽŐŝƐƟĐƐŽƉĞƌĂƟŽŶƐĨŽƌŐŽǀĞƌŶŵĞŶƚ
ďŽĚŝĞƐĂŶĚďƵƐŝŶĞƐƐĞƐŝŶƚŚĞĨŽůůŽǁŝŶŐŝŶĚƵƐƚƌŝĞƐ͗
x

ŽŵŵĞƌĐĞ͕ďĂŶŬŝŶŐ͕ŝŶƐƵƌĂŶĐĞ͕ƐĞĐƵƌŝƟĞƐ͕ƵƟůŝƟĞƐ͕ĐŝǀŝůĂǀŝĂƟŽŶ͕ƌĂŝů͕
ĐƵƐƚŽŵƐ͕ƚĂǆĂƟŽŶ͕ĮŶĂŶĐĞ͕ĂƵĚŝƚ͕ŶĂƟŽŶĂůƌĞƐŽƵƌĐĞƐ͕ƚƌĂŶƐƉŽƌƚĂƟŽŶ͕ĐƵůƚƵƌĞ͕
ĞĚƵĐĂƟŽŶ͕ƐƚĂƟƐƟĐƐ͕ƉŽƐƚĂůƐĞƌǀŝĐĞ͕ƐĐŝĞŶĐĞΘƚĞĐŚŶŽůŽŐǇ͕ĚĞǀĞůŽƉŵĞŶƚΘ
ƌĞĨŽƌŵ͕ĨŽƌĞŝŐŶĂīĂŝƌƐ͕ƉƵďůŝĐƐĞĐƵƌŝƚǇ͕ŶĂƟŽŶĂůĚĞĨĞŶĐĞƐĐŝĞŶĐĞΘƚĞĐŚŶŽůŽŐǇ

Level 5

sĞƌǇ^ĞƌŝŽƵƐ
Damages

x
EĂƟŽŶĂů^ĞĐƵƌŝƚǇ

/ŶĨŽƌŵĂƟŽŶŝŶĚƵƐƚƌŝĞƐ͗ďƌŽĂĚĐĂƐƟŶŐ͕ƚĞůĞĐŽŵŵƵŶŝĐĂƟŽŶƐ͕ĚĂƚĂŶĞƚǁŽƌŬƐ͕
/ŶƚĞƌŶĞƚĐŽŵƉĂŶŝĞƐ͕/ŶƚĞƌŶĞƚƐĞƌǀŝĐĞƉƌŽǀŝĚĞƌƐ

x

ůůWĂƌƚǇĂŶĚŐŽǀĞƌŶŵĞŶƚŝŶĨŽƌŵĂƟŽŶƐǇƐƚĞŵƐĂŶĚǁĞďƐŝƚĞƐĂƚĐĞŶƚƌĂů͕
provincial and municipal levels

x

ůůŝŶĨŽƌŵĂƟŽŶƐǇƐƚĞŵƐƌĞůĂƟŶŐƚŽƐƚĂƚĞƐĞĐƌĞƚƐ

deployed products and applications.

the MPS, have called for even greater implementation

7KH 0/36 OLNH RWKHU LQIRUPDWLRQ VHFXULW\ SROLFLHV LQ

RIWKH0/36LQ62(V

China, is designed with the aim of protecting social
order, public interests and national security through

Through online searches identifying hundreds of
UHTXHVWVIRUSURSRVDOVVWLSXODWLQJ0/36FRPSOLDQFHIRU
certain IT products, many of which are at level three or

secrecy. By requiring that all products procured by
agencies in level three and above be domestic IP, these
same agencies are restricted from procuring the most

above, it can be seen that the scope of the sectors and
JRYHUQPHQW XQLWV UHIHUHQFLQJ WKH 0/36 UHTXLUHPHQWV
in RFPs are very broad. Sectors covered by SOEs

secure technologies in the global marketplace, thus
reducing the security of these information systems,
some of which are in critical infrastructure. It has also

range from power grids to banking, and from hospitals
to tobacco companies; and government units range

long been demonstrated that competition leads to
innovation and robust solutions. Using claims of national

from hydrology bureaus to television stations, and
from industry and commerce bureaus to food and drug
administrations. Furthermore, these RFPs referencing

security to close competition to foreign providers
will reduce innovation and security in the Chinese
marketplace, ultimately impacting the competitiveness

WKH 0/36 DOVR FRYHU D ZLGH DUUD\ RI FRPPHUFLDOO\

of Chinese companies abroad.

)RU H[DPSOHV RI 5HTXHVWV IRU 3URSRVDOV IURP 6WDWH2ZQHG (QWHUSULVHV WKDW
KDYH FORVHG WKH PDUNHW WR IRUHLJQ VXSSOLHUV XQGHU 0/36 VHH WKH (XURSHDQ
Union Chamber of Commerce in China’s ,QIRUPDWLRQ 6HFXULW\ :RUNLQJ *URXS
Position Paper 2011/2012 S  KWWSZZZHXURSHDQFKDPEHUFRPFQHQ

Recommendations

SXEOLFDWLRQVDUFKLYH,QIRUPDWLRQB6HFXULW\B3RVLWLRQB3DSHUB!
 :ULWWHQ &RPPHQWV WR WKH 86 *RYHUQPHQW ,QWHUDJHQF\ 7UDGH 3ROLF\ 6WDII
&RPPLWWHH ,Q 5HVSRQVH WR )HGHUDO 5HJLVWHU 1RWLFH 5HJDUGLQJ &KLQD¶V
&RPSOLDQFHZLWKLWV$FFHVVLRQ&RPPLWPHQWVWRWKH:RUOG7UDGH2UJDQL]DWLRQ
:72  86,72  th 6HSWHPEHU  YLHZHG  th -XO\  KWWSZZZ
WLDRQOLQHRUJVLWHVGHIDXOWILOHVSDJHV86,72&KLQD:72
&RPSOLDQFH)LOLQJ)LQDOSGI!

 Remove discriminatory procurement restrictions of
WKH0/36
 Do not restrict or regulate the procurement of
products with cryptographic capabilities except in
 7KHPRVWFRPPRQSURGXFWVLQWKH5)3VLQFOXGH¿UHZDOOVYXOQHUDELOLW\VFDQQLQJ
systems, database auditing systems and intrusion detection systems, while service
and maintenance components are also included in some announcements.
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VHFWRUV0RUHRYHUWKH6WDWHRZQHG$VVHWV6XSHUYLVLRQ
and Administration Commission (SASAC), together with

QDUURZMXVWL¿DEOHFLUFXPVWDQFHV
 Delineate clearly commercial and military uses of
encryption products.
 -RLQIROORZWKH:72*3$
 Allow FIEs to participate in indigenous innovation

Section Four: Trade in Services

programmes.

 $FNQRZOHGJH FHUWLILFDWHV RI RWKHU LQWHUQDWLRQDOO\
recognised test laboratories and consider them to be
VXI¿FLHQWLQIXO¿OOLQJ&KLQHVHWHVWLQJUHTXLUHPHQWV
 Safeguard and ensure an open and published
procedure for the accreditation of independent
laboratories is put in place.

4. Allow Independent Centres to Conduct
7HVWLQJDQG&HUWL¿FDWLRQ

5. Increase the Participation of Chinese
Institutions Within International Dialogues

Concern

Concern

)RUHLJQRZQHG ODERUDWRULHV DUH SURKLELWHG E\ ODZ
from conducting conformity assessments to Chinese

Chinese insitutions and ministries dealing with
encryption are not involved, or not involved enough,

standards—due to China not acknowledging the

LQ LQWHUQDWLRQDO GLDORJXHV DQG RWKHU LQLWLDWLYHV WKLV

YDOLGLW\ RI LQWHUQDWLRQDOO\UHFRQJLVHG WHVWLQJ ODERUDWRU\

negatively impacts FIEs and is to the detriment

certificates—which deters FIEs from submitting to

of the Chinese institutions themselves, as they

testing in China, as they are concerned about stipulated

effectively exclude themselves from international best

IP disclosure requirements, a lack of IP protection and

practices and their dessimination, preventing mutual

the possibility of disclosure of IP to a third party.

understanding and convergence.

Assessment

Assessment

Although there are foreign testing laboratories in China,
RQO\ VWDWHRZQHG ODERUDWRULHV DUH OHJDOO\ DOORZHG WR
conduct testing and certification according to Chinese

The working group is trying to initiate activies to bring
Chinese institutions such as the OSCCA into the fold
in order to increase their participation in the multilateral

standards. The Chinese authorities do not acknowledge

discourse no encryption. This should also involve

WKH YDOLGLW\ RI LQWHUQDWLRQDOO\UHFRJQLVHG FHUWLILFDWHV
of testing laboratories, as China is not a signatory

opening up China’s national algorithms to international
peer review.

to the Common Criteria Recognition Agreement
&&5$  +HQFH RQO\ &KLQHVH JRYHUQPHQWDFFUHGLWHG

$VPHQWLRQHGLQ.H\5HFRPPHQGDWLRQXQWLOQRZRQO\

information security testing laboratories are able to

WKH=8&*7'/7(DOJRULWKPKDVEHHQSHHUUHYLHZHG

undertake conformity assessment to Chinese standards
and schemes.

at an international level. Although it was originally
developed in a closed standardisation process by

7KH WHVWLQJ UHTXLUHPHQWV RI VXFK VWDWHRZQHG
testing laboratories differ sometimes markedly from

the Chinese Government, thus missing out on expert
input from international actors, the step to submit the
&KLQHVH QDWLRQDO DOJRULWKP WR *33 UHSUHVHQWHG DQ

internationally recognised testing conventions, such
as the CCRA or the International Organisation for
Standardisation (ISO). The working group shares the

internationalisation that not only meant that it would
be possible for FIEs to implement the standard and
gain licensing if stringent source code disclosure

concerns of FIEs about the requirements regarding
the disclosure of their respective trade secrets and

requirements were not enforced, it also meant that the
Chinese standard underwent rigourous scrutiny at an

KDYLQJ WR VKDUH ,3 ZLWK WKHVH VWDWHDFFUHGLWHG WHVWLQJ
laboratories. Hence the working group recommends
that independent testing laboratories should receive

international level to ensure its security.

RI¿FLDODFFUHGLWDWLRQLQ&KLQDDQGWKDWWKLVDFFUHGLWDWLRQ
process should be transparent.

algorithm—undergoing peer review at the international
level—not only allows for greater assuredness of
security, it also goes a long way towards levelling the

Recommendations
 $OORZLQGHSHQGHQWQRQVWDWHRZQHGODERUDWRULHVWR

playing field and attaining global interoperability. The
OSCCA has noted that FIEs will be able to implement

FRQGXFWWHVWLQJDQGFHUWL¿FDWLRQ
 (QVXUHSURWHFWLRQDQGQRQGLVFORVXUHRI,3

the algorithm and gain the OSCCA product licensing in
China.
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Recommendations

6HSWHPEHULQRUGHUWRUHTXLUH&KLQDLQFRUSRUDWHG

 (QJDJHPRUHDFWLYHO\LQGLDORJXHVDQGRUZRUNVKRSV
as well as standardisation bodies and international

banks, irrespective of nationality, to overhaul their
procurement of information security and information and

agreements with European counterparts to promote

communication technology (ICT) products.

cooperation, convergence and the removal of
barriers.
 Engage in technical cooperation with European and

:RUU\LQJO\WKHNH\GRFXPHQWGDWHG'HFHPEHU
the *XLGHOLQHVIRU3URPRWLQJWKH$SSOLFDWLRQRI6HFXUH 

other global stakeholders in industry, government

&RQWUROODEOH,QIRUPDWLRQ7HFKQRORJ\LQ%DQNLQJ6HFWRU

and academia.
 Allow FIEs to participate as equal partners in all
LQIRUPDWLRQVHFXULW\UHODWHGVWDQGDUGLVDWLRQWHFKQLFDO

± and its annex &ODVVL¿FDWLRQ&DWDORJXHRI
%DQNLQJ,QIRUPDWLRQ7HFKQRORJ\$VVHWVDQG,QGH[HVRI
6HFXULW\DQG&RQWUROODELOLW\ ± (&ODVVL¿FDWLRQ

committees in order to assist with the development

Catalogue), which included a list of product categories

of the most advanced and robust algorithms for use

in its annex, was not published but only disseminated to

in China’s commercial encryption sector.

Chinese banks as well as some foreign banks through
the CBRC’s internal channels.

6. P r e v e n t t h e I m p l e m e n t a t i o n o f
Regulations Referring to ITC Security or
Controllability Which Would Result in
the Requirement to Purchase Domestic
Technology or Other Local Content
Requirements and Provide for Timely
and Due Consultation with Relevant
International Stakeholders
Concern
7KH VRFDOOHG µQHWZRUN VHFXULW\ VFUHHQLQJ UHJLPH¶ DV

could serve to severely curtail access to the Chinese
market to foreign producers.
Assessment
The CAC’s network security screening regime
emphasises the security and controllability of products
and services used for government procurement and
critical industries “related to national security and the
public interest”. Seemingly, a preliminary introduction
of this regime was put forward by the CBRC and the
MIIT through a set of regulations, the *XLGHOLQHV RQ
the Application of Secure and Controllable Information
7HFKQRORJ\ WR 6WUHQJWKHQ %DQNLQJ ,QGXVWU\ 1HWZRUN
Security and Informatisation’ (&%5& *XLGHOLQHV) in
Internet Security Review is in Response to the Current Situation, People’s
Daily rd 0D\  YLHZHG th 0D\  KWWSSROLWLFVSHRSOHFRPFQ
QFKWPO!
 The *XLGHOLQHVRQ%DQNV8VLQJ6HFXUHDQG&RQWUROODEOH,QIRUPDWLRQ7HFKQRORJ\
, were promulgated to CBRC branches and local banks—though
DSSDUHQWO\ QRW WR WKH EDQNV¶ ,7 VXSSOLHUV² DQG EHFDPH HIIHFWLYH RQ  th
'HFHPEHU <LQ-LDQ%DQ)D>@1R 7KH&%5&*XLGHOLQHV are in
turn based on the *XLGHOLQHVIRU$SSO\LQJ6HFXUHDQG&RQWUROODEOH,QIRUPDWLRQ
7HFKQRORJ\ WR (QKDQFH %DQNLQJ ,QGXVWU\ &\EHUVHFXULW\ DQG ,QIRUPDWLVDWLRQ
Development &%5&1R>@ LVVXHGRQrd6HSWHPEHU+RZHYHUDV
these documents were not published, there are no online links.

ZDVKDOWHGLQ$SULOWKH\FRXOGVWLOOEHHQDFWHGRU
SKDVHGLQDWDODWHUVWDJH/LNHZLVHWKHRYHUDOOµQHWZRUN
security screening regime’ could still be implemented in
other sectors of the economy, as originally envisaged
by the CAC.
Recommendation
 Publish in a timely fashion any forthcoming
implementation guidelines in adherence with China’s
:727%7 FRPPLWPHQWV DQG DOORZ IRUHLJQ LQGXVWU\
and other relevant stakeholders to comment.

Abbreviations
'(6 
*33 
BCTC

7ULSOH'DWD(QFU\SWLRQ6WDQGDUG
rd Generation Partnership Project
China Bank Card Testing Centre

CBRC
CAC
CCAA

China Banking Regulatory Commission
Cyberspace Administration of China
CPC Central Cryptography Administration

&&,6 

Authority
&KLQD&RPSXOVRU\&HUWL¿FDWLRQIRU 

CCRA
CECs

Information Security Products
Common Criteria Recognition Agreement
Commercial Encryption Codes

CERs
&1<
CPC



&7/

CUP
(&&56$

Commercial Encryption Regulations
&KLQHVH<XDQ
Communist Party of China
&RXQWHU7HUURULVP/DZ
China Union Pay
(OOLSWLF&XUYH&U\SWRJUSK\5LYHVW 
Shamir and Adleman algorithm
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envisaged by the Cyberspace Administration of China
(CAC) is of great concern to European industry, as its
emphasis on products being “secure and controllable”

While the implementation of the &%5& *XLGHOLQHV

(09



(09&R

(XURSD\0DVWHU&DUG9LVD
*OREDOVWDQGDUGLVDWLRQERG\IRUFUHGLW
and debit payment cards based on chip
card technology

ETSI

European Telecommunications

EUR

Standardisation Institute
Euro


)RUHLJQ,QYHVWHG(QWHUSULVH

)<3



*07
HSM



)LYH<HDU3ODQ
*XR0L7XLMLDQ or *XRMLD0LPD7XLMLDQ
Hardware Security Module
Information and Communications
Technology

IoT

Internet of Things

IP

Intellectual Property

IT

Information Technology

,6&&& 

&KLQD,QIRUPDWLRQ6HFXULW\&HUWL¿FDWLRQ
Centre
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ISO
/7(



International Standards Organisation
/RQJ7HUP(YROXWLRQ

0)6&$ 

0XOWL)XQFWLRQDO6PDUW&DUG$OOLDQFH

MOF
MIIT

Ministry of Finance
Ministry of Industry and Information

0/36 

Technology
0XOWL/HYHO3URWHFWLRQ6\VWHP

MPS

Ministry of Public Security

MSS
NDRC

Ministry of State Security
National Development and Reform

NIST

China National Information Technology
Standardisation

16/

OEM
26&&$

1DWLRQDO6HFXULW\/DZ
Original Equipment Manufacturer
2I¿FHRIWKH6WDWH&RPPHUFLDO&\SKHU

PBOC
3%2&

Administration
People’s Bank of China
3HRSOH¶V%DQNRI&KLQD%DQNLQJ


POS



,QWHJUDWHG&LUFXLW&DUG6SHFL¿FDWLRQV
Point of Sale

5 ' 
RFP
6$6$& 

5HVHDUFKDQG'HYHORSPHQW
Request for Proposal
6WDWHRZQHG$VVHWV6XSHUYLVLRQDQG

6&,2 
6&,,2 

Administration Commission
6WDWH&RXQFLO,QIRUPDWLRQ2I¿FH
6WDWH&RXQFLO,QWHUQHW,QIRUPDWLRQ2I¿FH

6&/$2
SEMB

6WDWH&RXQFLO/HJLVODWLYH$IIDLUV2I¿FH
State Encryption Management Bureau

6+$'(6

6HFXUH+DVK$OJRULWKP'DWD
Encryption Standard

Commission
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6WDWH2ZQHG(QWHUSULVH

TD

Time Division

USB
:)2( 

Universal Serial Bus
:KROO\)RUHLJQ2ZQHG(QWHUSULVH

WTO

World Trade Organisation
:RUOG7UDGH2UJDQLVDWLRQ*RYHUQPHQW
Procurement Agreement

Integrated Circuit

ICT

Shangyong Mima series of algorithms

:72*3$

),(

IC

SMx
62(





:727%7

:RUOG7UDGH2UJDQLVDWLRQ7HFKQLFDO
Barriers to Trade Agreement

ZUC

Zu Chongzhi
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Key Recommendations
1. Customs Issues
1.1 Improve Enterprise Grading Management (EGM) and the Authorised Economic Operator
(AEO) Programme
 Implement more lenient measures for enterprises with higher compliance records (e.g. Advanced
&HUWL¿HG(QWHUSULVHV DQGHQFRXUDJHHQWHUSULVHVWRUHO\PRUHRQ(QWHUSULVH5HVRXUFH3ODQQLQJ
(ERP) and internal control systems to comply with customs requirements.
1.2 Further Promote Processing Trade Reform
 Design a new reconciliation model which relies on enterprises’ ERP and internal control systems
for handbook reconciliation and tracking the processing trade handbook, bonded assets and
consumables.
1.3 Simplify the Bonded Transfer Process Between Bonded Zones
 Speed up the development of the system solution for the new bonded transfer process so that it
can be rolled out nationwide.
,QFRUSRUDWH9ROXQWDU\'LVFORVXUH 9' LQWR&XVWRPV0DQDJHPHQWDQG3URYLGH6SHFL¿F
Details on the Mitigation of Punishments
1.5 Improve the New Manifest System
 Work with enterprises to assess the system’s constraints and strengthen the operational
HI¿FLHQF\RIWKHV\VWHP
1.6 Accelerate the Introduction of the Deepening Reform Initiative
Section Four: Trade in Services

 Continue to involve and get feedback from the enterprises regarding the execution plan of the
Deepening Reform Initiative.
1.7 Implement E-freight
 Work with airlines and forwarders to redesign the system so that it can accept paperless Air
Waybills (AWBs) and other declaration documents.

2. Tax Issues
2.1 Establish an Integrated Value-added Tax (VAT) Category for the Express Industry
 (VWDEOLVKDQLQWHJUDWHG9$7FDWHJRU\WKDWDSSOLHVWRDOOH[SUHVVEDVHGVHUYLFHV
2.2. Clarify the VAT Treatment Between Headquarters and Branches for Logistics Companies
 &ODULI\ WKH 9$7 WUHDWPHQW IRU ORJLVWLFV VHUYLFH FRPSDQLHV LQ WKH FRQWH[W RI WKH KHDGTXDUWHU
branch structure.
2.3. Clarify the VAT Sourcing Rule on Offshore Services

3. Express Delivery Services (EDS) Issues
3.1 Improve Transparency of the New Express Regulations
 Grant more opportunities for foreign express companies to participate in the legislative process.
 Provide timely feedback to enterprises’ recommendations in the form of a symposium or through
other channels.
3.2 Implement Administrative Licensing System Reforms
 &OHDUO\GH¿QHWKHSHUPLWH[DPLQDWLRQSURFHVVDQGDSSURYDOIRULQWUDSURYLQFLDOWUDQVSURYLQFLDO
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and international business.
 &ODULI\WKHSHUPLWSURFHGXUHVRIWUDQVSURYLQFLDODQGLQWHUQDWLRQDOH[SUHVVEXVLQHVV
3.3 Reduce Administrative Surcharges for Cross-border Business
 ,PSURYHSULFLQJWUDQVSDUHQF\LQWKHFURVVERUGHUVHUYLFHVPDUNHW
 ,QWURGXFH FRPSHWLWLRQ WR WKH FURVVERUGHU VHUYLFHV PDUNHW DQG JLYH ORJLVWLFV FRPSDQLHV PRUH
choices.
3.4 Avoid Over-regulating the Express Delivery Industry due to Security Concerns
 Adjust the regulations to strike a balance between operational feasibility and security requirements.
3.5 Improve Access to Cities for Express Vehicles
 Enact relevant laws and regulations to make it legal for express delivery vehicles to enter and drive
in cities.

Introduction to the Working Group

&KLQHVH <XDQ &1<   WULOOLRQ LQ  &KLQD KDV

7KH /RJLVWLFV :RUNLQJ *URXS ZDV IRXQGHG LQ 
and represents a diverse spectrum of logistics service

delivery market in the world.

providers in freight forwarding, including sea, air and land,
express delivery, warehousing and distribution as well
as customs brokerage, transportation services, contract
logistics and consumers of logistics services from different
VHFWRUV$W SUHVHQW PRUH WKDQ  PHPEHU FRPSDQLHV

Section Four: Trade in Services

participate in the working group, which currently operates
in the European Chamber’s Beijing, Shanghai and South
China chapters.

now surpassed the United States as the largest express

The Regulatory Environment of the Logistics Industry
The Chinese Government has identified the logistics
industry as a key driver for economic growth and
has promised to help advance the development of
HFRPPHUFH ORJLVWLFV DQG H[SUHVV GHOLYHU\ VHUYLFHV E\
lowering costs and streamlining the administration for
IRUHLJQ SOD\HUV LQ WKH PDUNHW ,Q 'HFHPEHU  WKH
National Development and Reform Commission (NDRC)

The working group provides a platform for companies
to discuss and share best practices, experiences

UHOHDVHG D WKUHH\HDU DFWLRQ SODQ IRU WKH GHYHORSPHQW
of the logistics industry, which includes designating pilot
cities for modern logistics development, building national

and recommendations and to exchange views on the
regulatory framework of the logistics industry. It maintains
a constructive dialogue between relevant governments and

demonstration logistics parks and establishing a shared
logistics information platform.

industry stakeholders to discuss and provide comments on
regulations and standards.

In addition, China has also offered policy support to
HQKDQFHWUDGHIDFLOLWDWLRQ,QLQYLHZRIUHGXFLQJ

Industry Development

administrative burdens on importers and exporters,
as well as expediting customs clearance, China’s
General Administrative of Customs (GAC) also started

China’s logistics industry remains a key driver for China’s
ORQJWHUPHFRQRPLFJURZWK,QWKHWRWDOUHYHQXHRI

deepening reforms to streamline the customs clearance
SURFHVV DQG SURPRWH WUDQVUHJLRQDO FRRSHUDWLRQ ,Q

Recent Developments

&KLQD¶VORJLVWLFVVHFWRUSURMHFWHGDSHUFHQW\HDURQ
year growth. Meanwhile, the value of goods transported by
WKHORJLVWLFVLQGXVWU\UHÀHFWHGDSHUFHQW\HDURQ\HDU
growth.
China’s online sales of consumer goods, a boon to the
ORJLVWLFV LQGXVWU\ VRDUHG D VWDJJHULQJ  SHUFHQW WR
 &KLQD V ORJLVWLFV UHYHQXH VXUJHV LQ  &KLQD 'DLO\  th $SULO 
YLHZHG  rd -XO\  KWWSXVDFKLQDGDLO\FRPFQEXVLQHVV
FRQWHQWBKWP!
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HDUO\WKH6WDWH&RXQFLOUHOHDVHGWKH2SLQLRQVRQ
,PSURYLQJ 3RUW 0DQDJHPHQW DQG (QKDQFLQJ )RUHLJQ
7UDGH, which outlined the measures to improve port
services and support foreign trade. According to this
GRFXPHQWWKHIHHRIPRYLQJDQGVWRULQJTXDOL¿HGFDUJR
will be waived, cargo examination procedures will be
 Ibid
 5HSRUW RQ WKH LPSOHPHQWDWLRQ RI WKH  SODQ IRU QDWLRQDO HFRQRPLF DQG
social development and on the 2015 draft plan for national economic and social
development, People CN  th 0DUFK  YLHZHG  rd -XO\  KWWS
HQSHRSOHFQQFKWPO!
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?
Streamline administration for foreign
enterprises.

What is the reality?

Status

Given the rising concerns over terrorism, the requirements
for tighter security have placed increased administrative
and operational burdens on the logistics industry.

Improve the transparency of governmental

The logistics industry’s involvement in the legislation and

control.

standards setting is very limited.

Reduce the governmental control over

Domestic express companies still receive preferential

investment access.

treatment in certain areas related to investment.

streamlined and all fees will be standardised to tackle

among global customs. The GAC has adopted this

the prevalence of irregular charges. These changes
indicate the governments’ determination to cut red
tape and provide easier and better customs clearance

management system and has put efforts into driving
(*0 UHIRUP LQ UHFHQW \HDUV ,Q  WKH *$&

services.

(FRQRPLF2SHUDWRU $(2 3URJUDPPHZKLFKUHÀHFWHG
a comprehensive upgrading of regulations on customs

&KLQD KHOG WKH 7KLUG 3OHQXP LQ ODWH  ZKLFK

risk management and import and export supervision.

updated its EGM system and launched the Authorised

reinforced China’s commitment towards becoming
D PRUH PDUNHWEDVHG HFRQRP\ WKURXJK WKH UHOHDVH
of the Decision on Some Major Issues Concerning

While the updated EGM system was certainly a step

Comprehensively Deepening the Reform (Decision).
The abovementioned policies reflected recent

expedite further EGM reform to grant more leniency to
the enterprises with higher compliance records, such

developments in this direction. However, due to
rising concerns over terrorism in recent years, strict

as Grade AA Enterprises. Due to fast volume growth,

forward, the working group would urge the GAC to

burdens on the logistics industry, which run contrary to
the spirit of Third Plenum. The above table highlights a

to better comply with the customs requirements. The
working group believes that the use of ERP should

reality check on the current regulatory environment.

be encouraged and that the enterprises with a higher
grading should be given more lenient punishment
measures.

Key Recommendations
1. Customs Issues
1.1 Improve Enterprise Grading Management (EGM)
and the Authorised Economic Operator (AEO)
Programme
Concern
Enterprises with high compliance records still face
heavy administrative burdens from customs.
Assessment
Enterprise Grading Management (EGM) is an advanced
customs management method which is widely applied

$VIRUWKHQHZO\ODXQFKHG$(2SURJUDPZKLFKDLPVWR
get all national programmes mutually recognised, the
working group encourages China Customs to continue
pursuing potential agreements with other countries.
Recommendation
 Implement more lenient measures for enterprises
with higher compliance records (e.g. Advanced
&HUWL¿HG(QWHUSULVHV DQGHQFRXUDJHHQWHUSULVHVWR
rely more on ERP and internal control systems to
comply with customs requirements.

 7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision.
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requirements for security control have added additional

more and more companies have adopted Enterprise
Resource Planning (ERP) and internal control systems

1.2 Further Promote Processing Trade Reform

not yet been implemented nationwide.

Concern
&RPSDUHG ZLWK HQWHUSULVHV LQ QRQERQGHG DUHDV WKH

Recommendation

requirements and procedures of customs reconciliation
and bonded assets tracking are more complicated for

 Speed up the development of the system solution
or the new bonded transfer process so that it can be
rolled out nationwide.

those in bonded zones.
Assessment
Challenges still exist in operating processing trade
businesses. Enterprises with very good compliance
records often need to invest a great deal of resources for
trade handbook reconciliation, tracking and reconciling
ERQGHG DVVHWV DQG FRQVXPDEOHV +RZHYHU WKRVH ZHOO

Concern
9ROXQWDU\GLVFORVXUH 9' SUHVHQWVHQWHUSULVHVDWUDQVSDUHQW
DQG VWUDLJKWIRUZDUG SURFHVV IRU QRQFRPSOLDQFHUHODWHG
punishments. Although China already encourages

performing enterprises are still confronted with certain
discrepancies in treatment from customs and may even

HQWHUSULVHV WR DGRSW 9' IRU FXVWRPV SUDFWLFHV WKH

face penalties.

still not clear.

,QODWHWKH*$&ODXQFKHGLWVRegarding Deepening
Reform on Regional Customs Clearance, which introduced

Assessment

new measures that encourage enterprises to use ERP

Section Four: Trade in Services

1.4 Incorporate Voluntary Disclosure into Customs
Management

regulations regarding the mitigation of punishments are

9ROXQWDU\ 'LVFORVXUH LV D ZLGHO\DFFHSWHG LQWHUQDWLRQDO
customs practice, which encourages enterprises to

and internal control systems to reconcile and balance
the customs handbook. 7KH /RJLVWLFV :RUNLQJ *URXS
supports this direction and urges China Customs to

disclose their mistakes voluntarily to customs. Starting

expedite the process of designing and launching such a
model.

to the lack of details on excusable items, most enterprises

Recommendation
 Design a new reconciliation model which relies on

SURFHGXUHV7KH /RJLVWLFV :RUNLQJ *URXS EHOLHYHV WKDW

enterprises’ ERP and internal control systems to

enterprises to disclose information and contribute to

reconcile the handbook and track the processing
trade handbook, bonded assets and consumables.

improving import and export compliance in China.

1.3 Simplify the Bonded Transfer Process Between
Bonded Zones

IURP  ERWK WKH *$& DQG ORFDO FXVWRPV EXUHDXV
VWDUWHGHQFRXUDJLQJHQWHUSULVHVWRGR9'+RZHYHUGXH
were still hesitant to do so. Therefore, it is necessary
IRU WKH *$& WR RIIHU GHWDLOHG GHVFULSWLRQ RQ WKH 9'
providing transparent and systemic rules would incentivise

Recommendation
 ,QFRUSRUDWH9'LQWRFXVWRPVPDQDJHPHQWDQGSURYLGH
VSHFL¿FGHWDLOVRQWKHPLWLJDWLRQRISXQLVKPHQW

Concern
The current bonded transfer process between two bonded

1.5 Improve the New Manifest System

zones remains complicated with a long lead time, which
UHVXOWVLQKLJKFRVWVDQGORZVXSSO\FKDLQHI¿FLHQF\

Concern
7KH QHZ PDQLIHVW V\VWHP ZDV SXW LQWR XVH LQ 

Assessment
The GAC developed a new bonded transfer process,

however, due to unreasonable requirements, many
enterprises are struggling with even longer lead times and
higher costs for customs clearance.

ZKLFKDOORZVHQWHUSULVHVWRGRSRVWGHFODUDWLRQVDQGXVHD
QRQERQGHGWUXFNIRUPRYLQJJRRGV7KHQHZSURFHVVKDV
largely enabled enterprises to shorten lead times as well

Assessment
It was reported that certain requirements in the new

as reduce logistics costs. However, the new process has
RQO\EHHQSLORWHGLQVRPHVHOHFWHGFLWLHV]RQHVDQGKDV

manifest system were either very costly or impossible to
meet.

 Regarding Deepening Reform on Regional Customs Clearance (GAC Decree
 *$&th2FWREHUYLHZHGrd-XO\KWWSZZZFXVWRPVJRYFQ
SXEOLVKSRUWDOWDELQIRKWP!

Taking air waybills (AWBs) as an example, an AWB is a
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Assessment
(IUHLJKW KDV EHFRPH D JOREDO WUHQG LQ WKH DLU FDUJR

apply for one Customs Declaration Sheet (CDS). However,

LQGXVWU\ LQ UHFHQW \HDUV (IUHLJKW PHDQV DLU FDUJR LV
not accompanied by paper AWBs or invoices, which are

it is possible that there are more than twenty line items in

replaced by electronic information. By replacing paper

one carriage, which means more than one CDS will be
needed during clearance. The current system requirements

with digital documents throughout the supply chain, each

PDNHLWYHU\GLI¿FXOWWRIROORZ

VLJQL¿FDQWO\LPSURYHVWKHZRUNHI¿FLHQF\RIIRUZDUGHUV

Recommendation

Recommendation

 Work with enterprises to assess the system’s
FRQVWUDLQWVDQGVWUHQJWKHQWKHRSHUDWLRQDOHI¿FLHQF\

 Work with airlines and forwarders to redesign the
system so that it can accept paperless AWBs and

of the system.
1.6 Accelerate the Introduction of the Deepening
Reform Initiative

SDUW\ UHFHLYHV RQO\ WKRVH GRFXPHQWV LW QHHGV (IUHLJKW

other declaration documents.

2. Tax Issues
2.1 Establish an Integrated Value-added Tax (VAT)
Category for the Express Industry

Concern
$W WKH HQG RI  WKH *$& ODXQFKHG D 'HHSHQLQJ
Reform Initiative, which outlined the major reform direction
of customs management. While this potential reform
sounds inspiring for industry operators, details regarding
operational measures and an execution timeline still

Concern
Under the current regulations regarding Business Tax to
9$7 %9  H[SUHVV FRPSDQLHV DUH VXEMHFW WR PXOWLSOH
DPELJXRXV9$7FDWHJRULHVUHVXOWLQJLQKLJKDGPLQLVWUDWLYH
costs for enterprises and high service fees for customers.

remain unclear.
Assessment

stakeholders for suggestions on reform plans. While the
industry acknowledged the establishment of this initiative
as a strategic move for the GAC to strengthen the capacity
of customs in China, there has yet to be much concrete
progress since its launch. The information about what the
reforms will entail is still at the conceptual level and no
VSHFL¿FSODQVUHJDUGLQJZKHQDQGKRZWKHUHIRUPVZLOOEH
carried out has been disclosed.
Recommendation
 Continue to involve and get feedback from the
enterprises regarding the execution plan of the
Deepening Reform Initiative.
1.7 Implement E-freight

DFWLYLWLHVZKLFKHQFRPSDVVSLFNXSDQGGHOLYHU\ 38' 
URDGDLU WUDQVSRUWDWLRQ GHSRW DQG JDWHZD\ KDQGOLQJ
customs declaration, warehousing and other activities.
$FFRUGLQJ WR WKH FXUUHQW 9$7 UHJXODWLRQV HYHU\ VWHS RI
H[SUHVVVHUYLFHIDOOVLQWRDVSHFLDOLVHG9$7FDWHJRU\DQG
LVFRQIURQWHGZLWKYDULDEOH9$7UDWHVDQG9$7H[HPSWLRQ
standards. The table on the following page presents a list of
9$7FKDUJHVDQGH[HPSWLRQVIRUH[SUHVVEDVHGVHUYLFHV
7KHFRQIXVLQJ9$7FDWHJRULHVUDWHVDQGH[HPSWLRQUXOHV
have resulted in heavy cost burdens and considerably
XQGHUPLQHGWKHZRUNHI¿FLHQF\RIWKHLQGXVWU\,QFHUWDLQ
cases, companies may encounter repeated charges over
WKHVDPHVLQJOHDFWLYLW\RU¿QGWKHPVHOYHVPHUHO\HOLJLEOH
IRUSDUWLDO9$7H[HPSWLRQ

Concern
7KHLPSOHPHQWDWLRQRIHIUHLJKWFDQHQDEOHIRUZDUGHUVDQG

Recommendation
 (VWDEOLVKDQLQWHJUDWHG9$7FDWHJRU\WKDWDSSOLHVWR
DOOH[SUHVVEDVHGVHUYLFHV

airlines to save tons of paper for administration, reduce
operational costs and increase profits. However, China
&XVWRPVLVVORZLQLPSOHPHQWLQJHIUHLJKW

2.2 Clarify the VAT Treatment Between Headquarters
and Branches for Logistics Companies

Logistics Working Group
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The GAC set up the Customs Deepening Reform Office
LQ HDUO\  DQG VWDUWHG FRQVXOWLQJ ZLWK LQGXVWU\

Assessment
Express service is an integration of systematic logistics

VAT categories
Transportation

Freight forwarding

3LFNXSDQGGHOLYHU\ OLPLWHG

VAT rates




Standards for VAT exemption
%RWK LQERXQG DQG RXWERXQG &KLQD LQSXW 9$7 LV VWLOO
DSSOLFDEOHZKHQRXWSXW9$7LVH[HPSWHG
'RPHVWLFIUHLJKWIRUZDUGLQJVHUYLFHVRYHUVHDVEDVHG
clients
,QWHUQDWLRQDO IUHLJKW IRUZDUGLQJ VHUYLFHV ERWK &KLQD
DQGRYHUVHDVEDVHGFOLHQWV



([SRUWJRRGVUHODWHG

Customs declaration



Client is based overseas

8SORDGLQJ XQORDGLQJ



Client is based overseas

Warehousing



Warehouse is based overseas

to within same city)

Concern
7KHKHDGTXDUWHUEUDQFKVWUXFWXUHLVFRPPRQO\DGRSWHGE\

Recommendation
 &ODULI\ WKH 9$7 WUHDWPHQW IRU ORJLVWLFV VHUYLFH

foreign logistics companies operating in China. However,

FRPSDQLHVLQWKHFRQWH[WRIWKHKHDGTXDUWHUEUDQFK
structure.

XQGHU WKH FXUUHQW 9$7 UHJXODWLRQV KHDGTXDUWHUV DQG

Section Four: Trade in Services

EUDQFKHV DUH VHSDUDWH 9$7 SD\HUV DQG WKH\ SD\ 9$7
LQGHSHQGHQWO\ ZKLFK RIWHQ FDXVHV FRQIXVLRQ RYHU 9$7
compliance practices.

2.3 Clarify the VAT Sourcing Rule for Offshore

Assessment
Under current Chinese tax laws, corporate income

Concern
8QGHUWKHFXUUHQW%9UHJXODWLRQVLWLVQRWFOHDUZKHWKHU

tax reporting is based on a consolidated profit basis

the services, which are provided by overseas service

DW WKH OHJDOHQWLW\ OHYHO +RZHYHU 9$7 UHSRUWLQJ LV

providers and entirely consumed overseas, are subject to

dispersed across each branch. Therefore a legal entity’s
headquarters and its attached branches are all separate
9$7 SD\HUV DQG HDFK RI WKHP GHFODUHV 9$7 OLDELOLW\

&KLQD9$7UXOHV7KHUHDUHQRRI¿FLDOH[SODQDWLRQVDERXW
offshore services, and this lack of clear instructions often
SURKLELWVWD[SD\HUVIURPEHLQJDEOHWRDVVHVVSURSHU9$7

independently. Issues often arise for logistics companies
with such a structure.

exemptions and hinders tax authorities from processing
9$7UHODWHGSDSHUZRUN

)RU ,QSXW 9$76 it is very common that the headquarters
centralises all the procurement on behalf of its branches.

Assessment
Foreign logistics companies in China purchase various

,Q WKLV FDVH WKH EUDQFKHV FDQQRW FUHGLW WKH LQSXW 9$7
pertaining to the centralised purchase at the headquarters.

services from overseas vendors in their daily operations.
7KHVH VHUYLFHV LQFOXGH LQWHUQDWLRQDO WUDQVSRUWDWLRQ
services; overseas freight forwarding; IT services;

)RU 2XWSXW 9$7  in China it is fairly common that a
logistics company often involves its multiple branches in
serving one client, thus the logistics company is requested

FRQVXOWLQJ VHUYLFHV DQG RWKHU ORJLVWLFVEDVHG VHUYLFHV
With ‘offshore services’ being vaguely defined, logistics
companies often find it very difficult to judge which part

to issue one invoice for the whole legal entity. In this
FDVHWKHFXUUHQW9$7UHJXODWLRQPDNHVLWYHU\GLI¿FXOWIRU
the branches to capture their revenue in regards to their

FRXOGEHH[HPSWHGIURP9$7EHIRUHUHOHDVLQJSD\PHQWV
overseas.

UHVSHFWLYHFRQWULEXWLRQVRQ9$7

Recommendation
 &ODULI\WKH9$7VRXUFLQJUXOHIRURIIVKRUHVHUYLFHV

6 ,QSXW9$7LVWKHYDOXHDGGHGWD[DGGHGWRWKHSULFHZKHQDFRPSDQ\SXUFKDVHV
JRRGVRUVHUYLFHVOLDEOHWR9$7
 2XWSXW9$7LVWKHYDOXHDGGHGWD[DFRPSDQ\FDOFXODWHVDQGFKDUJHVRQLWVRZQ
VDOHVRIJRRGVDQGVHUYLFHVLIWKHFRPSDQ\LVUHJLVWHUHGLQWKH9$75HJLVWHU
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3. Express Delivery Services (EDS) Issues

DSSURYDO ,Q$UWLFOH   RI WKH 3RVWDO /DZ LW PHQWLRQV

3.1 Improve Transparency of the New Express

that express enterprises should have adequate service

Regulations
Concern
The drafting of the Express Regulation  has huge
implications for express service standards and
operation permits, which in turn greatly affects the

capacity suitable for running business in the areas they
DSSO\ IRU 0HDQZKLOH &ODXVH $UWLFOH  RI WKH Express
%XVLQHVV 2SHUDWLRQ 3HUPLW 0DQDJHPHQW 0HWKRG states
that enterprises should have adequate capacity to run
business in a certain territorial scope as required by
$UWLFOHVDQG

IXWXUH GHYHORSPHQW RI WKH ZKROH LQGXVWU\7KH /RJLVWLFV
Working Group is particularly concerned with the issues

$V WKH SRVWDO DGPLQLVWUDWLRQ GHSDUWPHQW KDV RYHU 

RI EXUGHQVRPH DGPLQLVWUDWLYH OLFHQVLQJ DQG D QRQ

ORFDO VXSHUYLVLRQ XQLWV LQ SUHIHFWXUHOHYHO FLWLHV WKH

WUDQVSDUHQWSROLF\PDNLQJSURFHVV

restrictions regulated by the business operation permit

Assessment
7KH /RJLVWLFV :RUNLQJ *URXS UHFRJQLVHV WKDW WKH 6WDWH

forces enterprises to apply one city at a time at prefecture
OHYHO ZKHQ DSSO\LQJ IRU WUDQVSURYLQFH DQG LQWHUQDWLRQDO
business permits. If an enterprise wants to establish an

&RXQFLO/HJLVODWLYH$IIDLUV2IILFH 6&/$2 KDVOLVWHGWKH
Express Regulation in this year’s legislative planning,

operation network covering the whole country, it must
JRWKURXJKWKHUHYLHZDQGDSSURYDOSURFHVVDWOHDVW

DQGWKDWWKH6WDWH3RVW%XUHDXKDV¿QLVKHGWKHGUDIWDQG

times. This poses a huge barrier to business expansion

received approval from the Ministry of Transport (MOT) to

and commodity circulation.

SDVVWKHUHJXODWLRQWRWKH6&/$2'XHWRWKHIDFWWKDWWKH
regulation drafting process involves the State Post Bureau,
WKH 0LQLVWU\ RI7UDQVSRUWDWLRQ 027  DQG WKH 6&/$2 LW

Recommendations
 Clearly define the permit examination process and

seems particularly crucial for express companies to play a
role in the legislative process. Industry perspectives would

DSSURYDO IRU LQWUDSURYLQFLDO WUDQVSURYLQFLDO DQG

be valuable for such legislation in view of both legality and

 &ODULI\WKHSHUPLWSURFHGXUHVRIWUDQVSURYLQFLDODQG
international express business.

rationality.

to participate in the legislative process.
 Provide timely feedback to enterprises’ recommendations
in the form of a symposium or through other channels.

3.3 Reduce Administrative Surcharges for Crossborder Business
Concern
8QIDLU DQG XQUHDVRQDEOH VXUFKDUJHV RQ FURVVERUGHU
logistics have been rising drastically in recent years,

3.2 Implement Administrative Licensing System
Reforms

significantly increasing operational and financial burdens

Concern
The operation permit for express businesses, which is

that the administrative monopoly of the government on
surcharges may interfere with market functions and affect
the development of the industry.

UHTXLUHG XQGHU WKH 3RVWDO /DZ DQG E\ RWKHU UHOHYDQW
regulations, has placed huge burdens on enterprises
and has become the largest bottleneck for industry
development.
Assessment
With respect to the government’s call for streamlining
DGPLQLVWUDWLRQ DQG GHOHJDWLQJ SRZHU WR ORZHUOHYHO
governments, postal bureaus have publicised their
procedures on administrative licensing review and


Draft Express Regulation (Call for Comments  6WDWH 3RVWDO %XUHDX  st
-XO\  YLHZHG  th  -XO\  KWWSZZZEHQJEXJRYFQXSORDG
KWPOSGI!

for logistics companies. Given that the surcharges were
set by the government, logistics players are concerned

Assessment
In recent years, the GAC has been actively promoting
trade facilitation by reducing certain administrative
charges on customs clearance. While the direct charges
from the government are decreasing, the charges from
FHUWDLQ JRYHUQPHQWGHVLJQDWHG WKLUGSDUW\ FRPSDQLHV
DUH LQFUHDVLQJ ,Q WKH SURFHVV RI FURVVERUGHU ORJLVWLFV
WKH JRYHUQPHQW XVXDOO\ GHVLJQDWHV FHUWDLQ ORFDO WKLUG
 3RVWDO /DZ RI WKH 3HRSOH V 5HSXEOLF RI &KLQD  5HYLVHG  &KLQD¶V 3RVWDO
%XUHDX st 0DUFK  YLHZHG th -XO\  KWWSZZZSURFHGXUDOODZFQ
HQJOLVKODZWBKWPO!
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Recommendations
 Grant more opportunities for foreign express companies

international business.

party companies to provide relevant services to logistics
companies, such as electronic data interchange (EDI)
transmission, formal entry and China Inspection and
Quarantine Bureau (CIQ) charges. With the backup of

SRVWDO EXUHDXV FDQ KDYH UHDOWLPH DFFHVV WR PRQLWRU
companies on a regular basis. These express companies
were also requested to bear the costs for network cabling
and equipment installation.

JRYHUQPHQWV WKHVH WKLUGSDUW\ FRPSDQLHV VRPHWLPHV
VHWWKHFKDUJHVLQFUHGLEO\KLJK7KHVHLQÀDWHGFRVWVKDYH
impaired the competitiveness of the logistics market and

:LWKUHVSHFWWRVHFXULW\FRQFHUQVWKH/RJLVWLFV:RUNLQJ
Group recommends that the regulators should adjust the

GLVWRUWHGFURVVERUGHUVXSSO\FKDLQRSHUDWLRQV

regulations to balance between operational feasibility and

Recommendations

VHFXULW\UHTXLUHPHQWVWRDYRLGRYHUVXSHUYLVLRQZKLFKLQ
turn can interrupt the normal operations of the express

 ,PSURYH SULFLQJ WUDQVSDUHQF\ LQ WKH FURVVERUGHU

delivery industry.

services market.
 ,QWURGXFH FRPSHWLWLRQ WR WKH FURVVERUGHU VHUYLFHV
market and give logistics companies more choices.

Recommendation
 Adjust the regulations to strike a balance between
operational feasibility and security requirements.

3.4 Avoid Over-regulating the Express Delivery
Industry Due to Security Concerns

3.5 Improve Access to Cities for Express Vehicles

Concern
Intensified security regulations, such as real name
VKLSSLQJ FRQWHQW LQVSHFWLRQ XSRQ SLFNXS DQG UHTXLULQJ

Concern

FORVHGFLUFXLW WHOHYLVLRQ &&79  PRQLWRULQJ V\VWHPV WR
be installed, not only interrupt normal operations but also

countermeasures to cope with the worsening situation,
which have placed severe restrictions on the mobility of

increase the workload and operational risks for express

express vehicles entering cities.

As a result of urban transportation and air pollution
problems, major cities have gradually introduced

Section Four: Trade in Services

delivery companies in China.
Assessment
$UWLFOH  RI WKH GUDIW Express Regulation released by
WKH 6&/$2 LQ -DQXDU\  UHTXLUHV H[SUHVV GHOLYHU\

Assessment
The express service industry has become a crucial
pillar industry contributing to continuous and healthy

companies to adopt a real name shipping system for

development of the national economy. Whether express
vehicles can smoothly enter cities to provide courier

operations. This new requirement, once promulgated, will
impose serious problems to express delivery companies.

services to clients is a key factor that affects the core
competition of the whole industry, because urban package

On the one hand, individual shippers may be reluctant
to submit their personal data to couriers, and on the
other, couriers are not in the position, and don’t have the

SLFNXSDQGGHOLYHU\LVWKHPRVWSRSXODUFRXULHUVHUYLFHLQ
cities during the daytime.

capacity, to verify shippers’ personal data. Therefore,
express carriers should not be liable for potential security
risks thereby incurred.

%HIRUHWKHLPSOHPHQWDWLRQRIWUDI¿FUHVWULFWLRQPHDVXUHV
there were no special limits for cargo vehicles to enter
cities. According to new regulatory measures, a large

,Q WKH VDPH GUDIW$UWLFOH  UHTXLUHV H[SUHVV GHOLYHU\

number of cargo vehicles from express companies
are now restricted to enter city centres for the sake of

companies to inspect the contents of the shipments upon
shipping. This requirement is also unfeasible because
couriers don’t have the capacity to detect prohibited goods

HQYLURQPHQWDO SURWHFWLRQ +RZHYHU KLJKO\GHYHORSHG
express services, to some extent, can help reduce the use
RISULYDWHYHKLFOHVRQWKHURDGDQGWKHUHE\DOOHYLDWHWUDI¿F

from shipment, particularly when the shipper deliberately
conceals such items in their shipment.

congestion. This regulation disrupts the normal package
SLFNXS DQG GHOLYHU\ VHUYLFHV WKXV FDXVLQJ PRUH WUDIILF
congestions and worse pollution for the cities.

6LQFHHDUO\DQXPEHURI(XURSHDQH[SUHVVGHOLYHU\
companies were requested by State Postal Bureaus and

7KH /RJLVWLFV :RUNLQJ *URXS DOVR QRWLFHV WKDW (06

ORFDO SRVWDO UHJXODWRUV WR FRQQHFW WKHLU LQWHUQDO &&79
monitoring appliances to the regulator’s system so that

YHKLFOHVDUHIUHHIURPWUDI¿FUHVWULFWLRQVZKHUHDVERWKWKH
private and international express enterprises are limited by
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this regulation, which indicates policy discrimination in the
¿HOG
Recommendation
 Enact relevant laws and regulations to make it legal
for express delivery vehicles to enter and drive in
cities.

Abbreviations
AOG

Aircraft on the ground

AEO

Authorised Economic Operator

AWB

Air Waybill

%9 

%XVLQHVV7D[WR9$7

&&79

&ORVHG&LUFXLW7HOHYLVLRQ



CDS
CIQ

Customs Declaration Sheet
China Inspection and Quarantine Bureau

CSPFTZ

China (Shanghai) Pilot Free Trade Zone

EDI
EDS
EGM

Electronic Data Interchange
Express Delivery Service
Enterprise Grading Management

ERP
GAC

Enterprise resource planning
General Administration of Customs
International Maritime Dangerous Goods

MOF

Ministry of Finance

MOT

Ministry of Transport

MSA
SAT

Marked Surveillance Authorities
State Administration of Taxation

6&/$2 

6WDWH&RXQFLO/HJLVODWLYH$IIDLUV2I¿FH

UN
9$7



United Nations
9DOXHDGGHG7D[

9'



9ROXQWDU\'LVFORVXUH
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Maritime Transport Working Group

Key Recommendations
1. Allow Transport of International Cargo between Chinese Ports (International
Relay)
 Support the development of more efficient shipping services for China’s foreign trade by permitting
international cargo relay.

2. Apply Non-discriminatory Treatment in China’s Free Trade Zones (FTZs)
 *LYHDOOIRUHLJQÀDJJHGYHVVHOVHTXDOULJKWVWRWUDQVKLSLQ&KLQD¶V)7=VLUUHVSHFWLYHRIWKHQDWLRQDOLW\RIWKH
vessels’ ultimate owners.

3. Issue Clear Guidance on the Collection of Local Surcharges
 Explain the principles, such as market principles, according to which shipping lines may collect surcharges.
 Produce clear guidelines on local surcharge adjustment to avoid ambiguity in their implementation.
 Provide clear explanations when surcharge adjustments are rejected.

4. Allow Carriers Free Terminal Selection in China
 Change the monopolistic practice of dictating to carriers which terminal to call at, via a process of
recommendations and dialogue.

Section Four: Trade in Services

 Permit carriers to choose terminals based on market supply and demand as well as conditions such as
YHVVHOWRQQDJHEHUWKFODVVL¿FDWLRQDQGDYDLODELOLW\

5. Permit Low Visibility Navigation
 Follow best practices of leading international ports, and enable navigation in low or no visibility conditions.

Introduction to the Working Group
The Maritime Transport Working Group was established
LQ  WR UHSUHVHQW (XURSHDQ PDULWLPH WUDQVSRUW
enterprises operating in China. The objective of the
ZRUNLQJJURXSLVWRZRUNWRZDUGVDPRUHHI¿FLHQWDQG
competitive maritime transport environment in China. To
accomplish this, the working group engages in dialogue
with relevant Chinese and European government
RI¿FLDOVWRFRQWULEXWHWRWKHKHDOWK\GHYHORSPHQWRIWKH
transportation industry and to promote the interests of
European transportation companies in China.

economic importance of maritime transport as a trade
enabler cannot be overemphasised. As the European
Union (EU) is China’s largest trading partner, and China
is the EU’s second largest trading partner, with daily
WUDGHH[FHHGLQJHXUR (85 ELOOLRQPDULWLPHWUDQVSRUW
LV DQ HVVHQWLDO DQG LQWHJUDWHG SDUW RI (8&KLQD
economic relations.
,Q  SURJUHVV ZDV PDGH E\ &KLQHVH SRUWV LQ
improving the ability of shipping lines to safely engage
in low visibility navigation, saving shipping lines and
ports significant costs, and, by extension, enhancing
China’s foreign trade environment.

Recent Developments
:LWK  SHU FHQW RI JOREDO WUDGH E\ YROXPH FDUULHG
by sea and handled by ports worldwide, the strategic
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However, in some ways the commercial environment

Concern

has deteriorated for foreign carriers. For example,
XQLTXH WR &KLQD IRUHLJQIODJJHG YHVVHOV KDYH EHHQ

,QWHUQDWLRQDOUHOD\PD\RQO\EHFDUULHGRXWE\&KLQHVH
IODJJHG YHVVHOV RSHUDWHG E\ ZKROO\ &KLQHVHRZQHG

permitted to conduct international relay in China’s

FRPSDQLHV UHVROYLQJ WKLV PDUNHW DFFHVV EDUULHU

six free trade zones (FTZs), but only if the vessel is

remains an issue of the highest priority for the EU liner

ultimately Chinese owned. This puts foreign carriers at a
VLJQL¿FDQWGLVDGYDQWDJHDQGWKH\DUHLQIDFWZRUVHRII

shipping community in China.

in this respect than before the FTZs were established.

Assessment
International relay refers to the practice of a company

The FTZs have introduced market openings that create
an even greater divergence in market access between
IRUHLJQDQG&KLQHVHFRPSDQLHVWKLVJRHVDJDLQVWWKH
spirit of the 7KLUG3OHQXP'HFLVLRQ.

carrying cargo from China to an overseas destination
on its own vessels, then transferring the cargo from
one vessel to another owned by the same company in
a Chinese port. For example, a container transported

Shipping lines are facing cost increases similar to

from Dalian to Africa is loaded on a vessel in Dalian
servicing Europe. When this vessel en route to Europe

most other industries in China. The common practice

arrives in Shanghai, the container is moved to another

of carriers looking to recover such costs has been
to increase surcharges. However, the institution
supervising such surcharges in China, the Shanghai

YHVVHORQDQ$IULFDERXQGVHUYLFH

Shipping Exchange (SSE), now routinely rejects
proposed surcharge increases for reasons unclear to
carriers.
Also, Chinese carriers continue to receive significant
subsidies, with COSCO alone reportedly receiving
VFUDSSLQJVXEVLGLHVLQWKHRUGHURI&KLQHVH<XDQ &1< 

In terms of infrastructure development, the Maritime
Tr a n s p o r t Wo r k i n g G r o u p h o p e s t h a t r e l e v a n t
government authorities will continue to ensure a
healthy balance between supply and demand in terms
of port capacity. We also welcome a greater focus
on supervision and enforcement of compliance with
PDULWLPH VDIHW\ UXOHV DQG DQWLFRPSHWLWLYH EHKDYLRXU
while encouraging further deregulation to take place,
enabling foreign maritime enterprises to provide
commercial services on terms similar to those that apply
to Chinese maritime enterprises.

Key Recommendations
1. Allow Transport of International Cargo
between Chinese Ports (International
Relay)

Permitting international relay would only have a
marginal effect on domestic Chinese shipping lines.
Foreign shipping lines currently choose to tranship
containers outside of China rather than use a domestic
feeder service, which increases costs. This is in direct
contrast to Chinese carriers, who can freely transport
containers between EU ports.
Recommendation

 $GRSWHG IROORZLQJ WKH FRQFOXVLRQ RI WKH 7KLUG 3OHQDU\ 6HVVLRQ RI WKH 
Communist Party of China Central Committee, the Decision on Major Issues
Concerning Comprehensively Deepening Reforms (Decision) outlined China’s
comprehensive reform agenda.
th

 Support the development of more efficient shipping
services for China’s foreign trade by permitting
international cargo relay.
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ELOOLRQSXWWLQJIRUHLJQFDUULHUVDWDGLVDGYDQWDJH

At present, EU shipping lines are forced to tranship
cargo originating in China in overseas ports. Permitting
LQWHUQDWLRQDOUHOD\ZLOOFUHDWHÀH[LELOLW\IRUVKLSSLQJOLQHV
allowing them to optimise route networks, leading to
shorter transit times, lower transportation costs and less
SROOXWLRQ,WZLOODGGLWLRQDOO\EULQJVLJQL¿FDQWEHQH¿WVWR
ERWK(8DQG&KLQHVHFRPSDQLHV
 ,QFUHDVHG UHYHQXH IRU &KLQHVH SRUWV VLJQLILFDQW
volumes that are currently transhipped overseas, for
example in Korea and Singapore, could potentially be
transhipped in China.
 (I¿FLHQWXWLOLVDWLRQRI&KLQHVHSRUWVDV&KLQHVHSRUWV
have excess handling capacity, allowing international
relay will facilitate the development of international hub
ports in China and contribute to the full utilisation of
terminal capacity.
 &RPSHWLWLYH DGYDQWDJHV IRU WKH &KLQHVH HFRQRP\
transit times and transportation costs to and from China
will be reduced, which will encourage the establishment
of more direct maritime services to and from China.

2. Apply Non-discriminatory Treatment in
China’s Free Trade Zones (FTZs)

3. Issue Clear Guidance on the Collection
of Local Surcharges

Concern

Concern

)RUHLJQÀDJJHGYHVVHOVXOWLPDWHO\RZQHGE\D&KLQHVH

The regulations related to the collection of surcharges
in connection with maritime transport remain vague and

company may engage in international relay in China’s
VL[ )7=V ZKLOH IRUHLJQIODJJHG YHVVHOV RZQHG E\

XQFOHDU VKLSSLQJ OLQHV¶ UHTXHVWV WR UDLVH VXUFKDUJHV

foreign companies may not, thus creating an uneven

are routinely declined by the SSE with no explanation,

SOD\LQJ¿HOG

reducing the ability of foreign shipping lines to recover
increasing expenses in China.

Assessment
The establishment of the China (Shanghai) Pilot Free
7UDGH =RQH &63)7= RU =RQH  LQ  ZDV JUHHWHG
with excitement by the EU shipping community, as
it appeared to be a step in the right direction from a
trade policy and market access perspective. Hopes
were high, in particular when it was announced that
IRUHLJQÀDJJHGYHVVHOVZRXOGEHDOORZHGWRHQJDJHLQ
international relay in the Zone.
To the disappointment of the EU shipping community,
WKH &KLQHVH *RYHUQPHQW FODULILHG WKDW IRUHLJQIODJJHG
vessels would only be allowed to conduct international
relay in Shanghai if the vessels are ultimately owned by

Section Four: Trade in Services

a Chinese company. Thus, the CSPFTZ diverges from
WKHLQWHUQDWLRQDOSUDFWLFHRIKDYLQJWKHÀDJVWDWXVDQG
not the nationality of the ship owner determine market
access.
,Q$SULO¿YHRWKHU&KLQHVHSRUWVQDPHO\7LDQMLQ
Fuzhou, Xiamen, Shenzhen and Guangzhou, were
granted FTZ rights similar to the CSPFTZ, thus putting
foreign carriers at a disadvantage in these ports as well.
While China’s FTZs provide many improvements in
a number of areas, the Maritime Transport Working
Group regrets that with respect to shipping the FTZs
put EU companies at a further disadvantage to Chinese
companies. This creates an even greater gap in market
access, which goes against the spirit of the Third
Plenum’s Decision.

Assessment
Among foreign carriers only one has, on a single
RFFDVLRQKDGDORFDOVXUFKDUJH¿OLQJDFFHSWHGE\WKH
66(²WKHHQWLW\HQWUXVWHGZLWKUHFHLYLQJQRWL¿FDWLRQVRI
VXUFKDUJHFKDQJHV²LQ$OORWKHU¿OLQJVE\IRUHLJQ
carriers were rejected by the SSE. Foreign shipping
OLQHVDUHHQFRXQWHULQJWKHIROORZLQJLVVXHV
 /DFN RI H[SODQDWLRQ IRU UHMHFWLRQV /RFDO VXUFKDUJH
applications are rejected by the SSE without a proper
explanation. The most common reasons given for
rejection are a lack of explanation of the increase or an
LQFRPSOHWH¿OLQJ:LWKRXWIXUWKHUH[SODQDWLRQIURPWKH
SSE it is impossible for foreign shipping lines to know
ZKDWFULWHULDPXVWEHIXO¿OOHGIRUDORFDOVXUFKDUJH¿OLQJ
to be accepted. The working group hopes that the SSE
will adopt the practice of fully explaining to shipping
lines why filings are unsuccessful and what specific
LQIRUPDWLRQPXVWEHVXSSOLHGWRWKHPIRUD¿OLQJWREH
accepted.
 8QFOHDUSULQFLSOHVRIVXUFKDUJHDGMXVWPHQWV)RUHLJQ
shipping lines are under the impression that surcharges
are market based, as explained in the Ministry of
7UDQVSRUW¶V 027¶V &LUFXODU1R+RZHYHUIRUHLJQ
carriers have received different explanations, indicating
that the SSE employs principles other than market
ones when determining whether to accept a surcharge
¿OLQJ
9DJXH DQG XQFOHDU UHJXODWLRQV UXQ FRQWUDU\ WR WKH
principles of rule of law—the central theme of the
Fourth Plenum—and are detrimental to China’s plans to
ensure better application of them.

Recommendation
 *LYHDOOIRUHLJQÀDJJHGYHVVHOVHTXDOULJKWVWRWUDQVKLS
in China’s FTZs, irrespective of the nationality of the
vessels’ ultimate owners.

Recommendations
 Explain the principles, such as market principles,
according to which shipping lines may collect
surcharges.
 Produce clear guidelines on local surcharge adjustment
to avoid ambiguity in their implementation.
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 Provide clear explanations when surcharge
adjustments are rejected.
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Recommendations
 Change the monopolistic practice of dictating to
carriers which terminal to call at, via a process of

4. Allow Carriers Free Terminal Selection
in China
Concern
Terminal selection is being dictated to shipping lines
by local port groups, which creates inefficiencies for

recommendations and dialogue.
 Permit carriers to choose terminals based on market
supply and demand as well as conditions such as
YHVVHOWRQQDJHEHUWKFODVVL¿FDWLRQDQGDYDLODELOLW\

carriers looking to optimise networks to reduce transit

5. Permit Low Visibility Navigation

times, fuel consumption and costs.

Concern

Assessment
When calling at Chinese ports, liner shipping companies
are assigned terminals at the sole discretion of local
port groups. This demonstrates that decisions are
frequently made that are not in the best interests of
carriers from a network optimisation and efficiency
perspective, resulting in unnecessary added costs
and transit times. This has a negative impact on the
competitiveness of Chinese exporters.

fuel costs for carriers.
Assessment
/RZYLVLELOLW\QDYLJDWLRQLQDGYHUVHZHDWKHUFRQGLWLRQV
remains a problem in Chinese ports, with many closures
leading to inefficiencies for liner shipping companies.
The port closures cause delays affecting customers,
and the need to catch up with schedules gives rise to
VLJQL¿FDQWO\KLJKHUIXHOFRVWV
European Union shipping companies recognise that
safety must take top priority, but practice in EU ports
demonstrates that low or zero visibility navigation can
be carried out at no added risk to safety.

of shipping lines than are currently allowed.
The Maritime Transport Working Group encourages
As most port groups enjoy a monopolistic market

further exchanges between EU and Chinese maritime

position shipping lines are in a weak negotiating position
and carrier demands are, thus, frequently disregarded.
Monopolies are common within the port industry due the
QDWXUHRIDFWLYLWLHVVFDOHRIRSHUDWLRQVDQGVLJQL¿FDQW
investments within China and abroad. With monopolies,
however, comes risk of inefficiency and abuse. The
potential deleterious effects of monopolies can be
avoided, though, through enhanced dialogue and by
requiring port groups not to abuse their monopolistic
position at the expense of customers.

safety agencies to study the feasibility of safe, low
YLVLELOLW\ QDYLJDWLRQ LQ &KLQD 7KHVH FRXOG LQFOXGH
for example, site visits by relevant Chinese regulators

As per the DecisionUHIRUPRIVWDWHRZQHGHQWHUSULVHV
(SOEs) will be deepened to ensure fairer competition
and greater efficiency. The Third Plenum also
UHFRJQLVHG WKH HTXDO LPSRUWDQFH RI VWDWH DQG QRQ
state ownership, a shift from previous formulations. The
implementation of SOE reforms should therefore allow
carriers to influence the decision on which terminal to
call at to ensure network optimisation and reduction of
transit times, fuel consumption and costs.

to modern European ports, like Bremerhaven and
5RWWHUGDP ZKLFK DOVR VXIIHU IURP ORZYLVLELOLW\ LVVXHV
EXWVWLOOSHUPLW]HURYLVLELOLW\QDYLJDWLRQ
Recommendation
 Follow best practices of leading international ports, and
HQDEOHQDYLJDWLRQLQORZRUQRYLVLELOLW\FRQGLWLRQV

Abbreviations
&1<



&KLQHVH<XDQ FXUUHQF\

CSPFTZ
EU

China (Shanghai) Pilot Free Trade Zone
European Union

EUR
FTZ
MOT

Euro (currency)
Free Trade Zone
Ministry of Transport

62(
SSE



6WDWH2ZQHG(QWHUSULVH
Shanghai Shipping Exchange
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While liner shipping companies recognise that there
may be physical limitations affecting the ability of
certain vessels to berth at particular terminals and that
certain terminals occasionally may be fully utilised at
peak periods, this is not a universal situation and there
are far more opportunities to accommodate the needs

The high frequency of port closures due to adverse
weather conditions creates delays and results in higher

Quality and Safety Services Sub-Working Group

Key Recommendations
1. Remove the Excessive Administrative Control/Approvals in the Quality and
Safety Service (QSS) Industry, and Allow Market Mechanisms to Take a
'HFLVLYH5ROHLQWKLV6HFWRULQ2UGHUWR%HQH¿W&KLQHVH&RQVXPHUVDQGWKH
Industry as a Whole
 5HIRUPWKHH[LVWLQJV\VWHPWRUHPRYHH[FHVVLYHDGPLQLVWUDWLYHFRQWURODSSURYDOLQWKHTXDOLW\DQG
safety service (QSS) industry, and allow market mechanisms to take a decisive role in this sector.
 6XSSRUWWKH6WDWH&RXQFLO¶VHQGHDYRXUWRIXUWKHUSURPRWHWKHUHIRUPRIWKH466VHFWRUUHGXFH
regulatory barriers to allow equal access for duly incorporated foreign testing and certification
companies to the Chinese market; reduce and eliminate repetitive administrative approvals;
eradicate the practice of using ‘recommended testing laboratories’ as another layer of market
DFFHVV REVWDFOHV DQG HQFRXUDJH SXEOLFSULYDWH SDUWQHUVKLSV 333V  WR HQKDQFH DFFHVV IRU
private enterprises and foreign stakeholders to more public procurement and consultancy
projects.
 Refine the methodology for the administration of compulsory product certification and
accreditation by eliminating or reducing required procedures and registrations in administrative
approval processes, narrowing the scope of items or products that are required for mandated
certification, and allowing certification institutions and laboratories accredited by the China
National Accreditation Service (CNAS) for Conformity Assessment to carry out such business to
safeguard the seriousness and authority of its accreditation decisions.
Section Four: Trade in Services

 5HGXFHWKHXQL¿HGQDWLRQDOFHUWL¿FDWLRQVWDQGDUGVDQGUXOHVDQGFHUWL¿FDWLRQSURJUDPPHVMRLQWO\
SURPRWHGE\WKH&HUWL¿FDWLRQDQG$FFUHGLWDWLRQ$GPLQLVWUDWLRQ &1&$ DQGUHOHYDQWGHSDUWPHQWV
under the State Council, keeping only those related to national defence and security.
 Put an end to the role of government as both the regulator and operator of the QSS industry.
 6LPSOLI\WKHSURFHGXUHVIRUIRUHLJQDXGLWRUVRUIDFWRU\LQVSHFWRUVWRREWDLQTXDOL¿FDWLRQVLQ&KLQD
DFNQRZOHGJHWKHTXDOL¿FDWLRQVWKH\DOUHDG\KDYHRUGHYHORSSROLFLHVIRUPXWXDOUHFRJQLWLRQRI
TXDOL¿FDWLRQV
 )RFXV VHFWRUVXSHUYLVLRQ PHDVXUHV RQ FULWLFDO WHFKQLFDO FRQFHUQV UDWKHU WKDQ DGPLQLVWUDWLYH
issues.

2. Make TIC Service Industry Issues an Independent Subject within the EUChina Comprehensive Agreement on Investment (CAI)
 5HPRYH DGPLQLVWUDWLYH DSSURYDO SURFHVVHV WKURXJK QHJRWLDWLRQ DQG DGRSW WHFKQRORJ\EDVHG
administrative measures.
 5HPRYH VWDWXWRU\ LPSRUWH[SRUW FRPPRGLW\ LQVSHFWLRQV WKDW DUH QRW EDFNHGXS E\ WHFKQLFDO
standards through negotiation.

3. Adopt Market-Based Mechanisms to Reform Government-affiliated TIC
Institutions and Avoid a Second Monopoly Through Administrative Support
 $GRSW PDUNHW PHFKDQLVPV WR SUHYHQW UHQWVHHNLQJ DQG PRQRSROLHV GXULQJ WKH UHIRUP RI
JRYHUQPHQWDI¿OLDWHG7,&LQVWLWXWLRQV

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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 Reduce excessive market access and regulatory barriers and conduct assessments with
XQLYHUVDOO\SUDFWLFHGVWDQGDUGV
 Provide the same treatment to foreign TIC institutions so they are entitled to the same market
status as their domestic peers.

4. China Pilot Free Trade Zones (CPFTZs)
 Enable full functioning of the market within the CPFTZs, completely removing administrative
UHJXODWRU\UHTXLUHPHQWVRQWKLUGSDUW\7,&VHUYLFHSURYLGHUV
 Move product quality under civil jurisdiction (instead of administrative law) and completely
HOLPLQDWHWKHJRYHUQPHQW¶VDGPLQLVWUDWLYHLQWHUIHUHQFHLQFLYLOFRQÀLFWVZLWKLQWKH&3)7=V

Introduction to the Sub Working

Recent Developments

Group

Compared with other major economies, China has
a heavily regulated central certification system

The Quality and Safety Services Working Group was
HVWDEOLVKHG LQ  DV D VXEZRUNLQJ JURXS WR WKH
Standards and Conformity Assessment (SCA) Working
Group. Comprised of European Chamber members in
the quality and safety services (QSS) sector, the Quality
and Safety Services Working Group was established to
provide a platform to monitor and exchange experiences
business operating conditions affecting the sector. The
VHFWRU LV GHILQHG LQ WKLV SDSHU DV LQGHSHQGHQW WKLUG
SDUW\HQWHUSULVHVWKDWSURYLGHPDQXIDFWXUHUVDQGHQG
XVHUVZLWKWHVWLQJLQVSHFWLRQDQGFHUWL¿FDWLRQ 7,& DQG
RWKHUFRQIRUPLW\DVVHVVPHQWUHODWHGVHUYLFHVLQUHODWLRQ
to their products and systems, with the aim of improving
the safety and quality of products on the market.
The Quality and Safety Services Working Group
identifies concerns regarding the current state of the
sector and proposes constructive recommendations,
with the aim of creating a QSS system that better serves
society through increased transparency, coordination
and market access for all players. The Standards and
Conformity Assessment Working Group, comprised of
manufacturers that are affected by standardisation and
conformity assessment issues, works closely with the
Quality and Safety Services Working Group, with the
mutual aim of supporting the development of China’s

other governmental ministries. These agencies have
tremendous control over the nationwide quality and
safety system, as well as standards development and
enforcement by dominating mandatory TIC schemes.
7KLVUHVWULFWHGPDUNHWHQDEOHVVWDWHRZQHGHQWHUSULVHV
62(V  DQG JRYHUQPHQWDVVRFLDWHG HQWHUSULVHV WR
monopolise a huge market share of China’s QSS
VHFWRU ZKLOH ZHOONQRZQ DQG TXDOLILHG IRUHLJQ WHVWLQJ
companies make up a small share of the market.
A string of quality and safety scandals, such as
the Sanlu milk powder incident, has highlighted
the shortcomings of a closed market. The lack of
transparent regulatory processes and the poor
coordination of regulatory bodies also contribute to
the low quality and safety performance of the country
as a whole. Furthermore, Chinese regulatory bodies
are implementing stricter market access controls,
such as the list of recommended laboratories, as an
administrative measure to prevent market opening to
foreign QSS providers.
On the following page is a list of new policies pertaining
WRWKH7,&LQGXVWU\SXEOLVKHGLQDQG

standardisation and conformity assessment system.
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on developments in the regulatory environment and

operated by the General Administration of Quality
Supervision, Inspection and Quarantine (AQSIQ) and

Date

Publisher



SAIC

Regulations/Circulars
0HDVXUHV RQ 6DPSOLQJ ,QVSHFWLRQ RQ 4XDOLW\ RI &RPPRGLWLHV LQ &LUFXODWLRQ
6$,&2UGHU1R

State
Commission


2I¿FHRI3XEOLF
Sectors Reform
(SCOPSR),

&LUFXODURQ2SLQLRQVRI6&2365DQG$46,4IRU,PSOHPHQWLQJWKH,QWHJUDWLRQ
RI 7HVWLQJ ,QVSHFWLRQ DQG &HUWLILFDWLRQ ,QVWLWXWLRQV (State Council General
2I¿FH>@1R

AQSIQ


CNCA

1RWLFH RQ$GGLWLRQDO &HUWLILFDWLRQ ,QVWLWXWLRQV DQG /DERUDWRULHV ,QWHQGHG IRU
8QGHUWDNLQJ5HOHYDQW&RPSXOVRU\3URGXFW&HUWL¿FDWLRQV &1&$1RWLFH1R



AQSIQ, General
Administration of

(QWU\([LW&RPPRGLW\&DWDORJXHIRU,QVSHFWLRQDQG4XDUDQWLQHE\&,4 (Joint

Customs (GAC)

2UGHU>@1R
*XLGLQJ2SLQLRQVRQ$FFHOHUDWLQJWKH'HYHORSPHQWRI3URGXFWLRQW\SH6HUYLFH



State Council

Industries to Promote Restructuring and Enhancement of Industrial Structure
6WDWH&RXQFLO2UGHU>@1R



CNCA



State Council

Notice on Publishing the Classified Catalogues and Key Approval
5HTXLUHPHQWVIRU9ROXQWDU\&HUWL¿FDWLRQ &1&$1RWLFH1R
 DGPLQLVWUDWLYH DSSURYDOV KDYH EHHQ FDQFHOOHG RU GHOHJDWHG WR ORFDO
governments by the State Council
*XLGLQJ 2SLQLRQV RQ WKH ,QWHJUDWLRQ RI 7HVWLQJ ,QVSHFWLRQ DQG &HUWLILFDWLRQ
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AQSIQ

,QVWLWXWLRQV 8QGHU 1DWLRQDO 4XDOLW\ ,QVSHFWLRQ 6\VWHP (*XR]KLMLDQNH >@
1R
$GPLQLVWUDWLYH0HDVXUHVRQ&UHGLW$GRSWLRQRI,QVSHFWLRQ5HVXOWVIRU(QWU\([LW
Industrial Products (draft for comments)



AQSIQ



State Council



AQSIQ



CNCA



CNCA

Closer Economic Partnership Arrangements (CEPA) between Mainland China
and Macau &1&$1RWLFH1R



AQSIQ

$46,4¶V'HFLVLRQRQ$PHQGLQJWKH$GPLQLVWUDWLYH0HDVXUHVIRU&HUWL¿FDWLRQ
Bodies $46,42UGHU1R



AQSIQ

5HJXODWLRQ 5HJDUGLQJ 7HVWLQJ DQG ,QVSHFWLRQ$JHQFLHV IRU ,PSRUWV([SRUWV
(draft for comments)



AQSIQ

Administrative Measures on Metrological Verification Personnel (draft for
comments)



CNCA

*XLGHOLQHV RQ ,PSURYLQJ 6HUYLFH 4XDOLW\ RI 7HVWLQJ DQG ,QVSHFWLRQ$JHQFLHV
(draft for comments)
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$FWLRQ 3ODQ IRU WKH ,PSOHPHQWDWLRQ RI 4XDOLW\ 'HYHORSPHQW 2XWOLQH
*XREDQID>@1R
$GPLQLVWUDWLYH 0HDVXUHV RQ 4XDOLILFDWLRQ $FFUHGLWDWLRQ RI 7HVWLQJ DQG
Inspection Bodies $46,42UGHU1R
Closer Economic Partnership Arrangements (CEPA) Between Mainland China
DQG+RQJ.RQJ &1&$1RWLFH1R
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allowed. As part of China’s World Trade Organisation

6LQFH WKH7KLUG 3OHQXP RI WKH  Communist Party
of China Central Committee, many administrative

(WTO) agreement, the Chinese Government promised
that some restrictive policies would become transparent

and economic reform projects have been underway.

and policies would not be implemented without

However, in the TIC industry reform schemes have not

DQQRXQFHPHQW +RZHYHU WKH DERYHPHQWLRQHG

yet been introduced. China has been working on these

restrictive measures on third parties were implemented

issues for two years and the problems have not yet
been substantively resolved.

LQWHUQDOO\ZLWKQRRI¿FLDODFFRPSDQ\LQJGRFXPHQWDWLRQ
This is inconsistent with the government’s commitment

th

to the WTO.
The State Council issued the 1RWLFH RI &HQWUDO 2IILFH
2SLQLRQV RQ WKH ,PSOHPHQWDWLRQ RI ,QWHJUDWHG
,QVSHFWLRQ DQG 7HVWLQJ &HUWLILFDWLRQ ,QVWLWXWLRQ RQ st
)HEUXDU\ZKLFKLVQRWRQO\DUDWLRQDOLQWHJUDWLRQ

$FFRUGLQJWRWKH6WDWH6HFUHW/DZ inspection services
IURP WKLUGSDUW\ LQVSHFWLRQ LQVWLWXWLRQV KDYH QRWKLQJ WR
GR ZLWK VWDWH VHFUHWV7KLUGSDUW\ LQVWLWXWLRQV RSHUDWH

RI WKH FXUUHQW DGPLQLVWUDWLYH V\VWHP EXW DOVR D GH
administration reform. There is concern that due to

XQGHU WKH IROORZLQJ SURFHGXUH FOLHQWV RU JRYHUQPHQW

a lack of previous reform measures in the field and

technical explanation and reports. Thus the institutions

at the local level, some government functions would
be transferred to some special associations or SOEs
in a monopoly position. Therefore, even though the

are solely responsible for the samples and the consigned

government’s burden would be reduced to some extent,

of their clients. A confidentiality agreement must be
signed between the third party and the client. Under the

WKH PDUNHW VHOIDGMXVWPHQW IXQFWLRQ ZRXOG EH IXUWKHU
impaired.
China Certification and Accreditation Association
(CCAA)

offer samples, the institution then tests and offers a

clients. Based on international rules, the third party
is not allowed to release report results independent

agreement, the only exception is under the term of a
‘special condition’, where the institutions must report to
WKHJRYHUQPHQWDFFRUGLQJWRWKH)RRG6DIHW\/DZ
China Pilot Free Trade Zones (CPFTZs)

administrative management system, issued some

The China (Shanghai) Pilot Free Trade Zone (CSPFTZ)

drafts for comment on voluntary regulatory documents
DQG JXLGDQFH WKH Voluntary Certification Registration
Personnel Code of Conduct and the Certification

ZDVDSSURYHGE\WKHFHQWUDOJRYHUQPHQWLQ2Qst
0DUFKWKH1DWLRQDO3HRSOH¶V&RQJUHVV6WDQGLQJ

Personnel Salary Income and Stimulus System
*XLGDQFH. The documents provide ‘recommended’

a further three free trade zones in Tianjin, Guangdong
and Fujian. The decisions on temporarily adjusting

regulations on salary, bonuses and even on the scope
RI PLGOHYHO PDQDJHPHQW ZRUN 6XFK VLJQLILFDQW
interference at the micro level of enterprises’ operations

relevant regulations on administrative approvals in free
trade areasZLOOEHLPSOHPHQWHGIRUPDOO\2Qth April,
WKH6WDWH&RXQFLOLVVXHGWKHQRWLFHRQGHHSHQLQJ

is a rare phenomenon in light of recent reforms. The
ZRUNLQJ JURXS EHOLHYHV WKDW JRYHUQPHQWDIILOLDWHG
associations should not act as the ‘second (pseudo)

the reform and opening of pilot free trade zones in
China (including Shanghai, Tianjin, Guangdong and

government’ by taking over issues that do not fall
directly under the government’s responsibility and which

to the TIC sector, only favourable policies for approval
of incorporation have been issued so far, while there

interfere with the market.

are no signs of improvement on those related to
administrative regulations – each inspection carried
out by the inspection laboratory has to be approved by

China Food and Drug Administration (CFDA)
The CFDA has procured services from social organisations.
However, as a measure to prevent state secrets being
revealed, there are local government agencies claiming
that technical services from third parties are not
 1RWLFHRI&HQWUDO2I¿FH2SLQLRQVRQWKH,PSOHPHQWDWLRQRI,QWHJUDWHG,QVSHFWLRQDQG
7HVWLQJ&HUWL¿FDWLRQ,QVWLWXWLRQ6WDWH&RXQFLOst)HEUXDU\YLHZHGth April,
KWWSZZZJRYFQ]KHQJFHFRQWHQWFRQWHQWBKWP!

Committee authorised the State Council to establish

Fujian), directing the next steps for reform. With respect

 6WDWH6HFUHW/DZRI3HRSOH¶V5HSXEOLFRI&KLQD13&th$SULOYLHZHGth
$SULOKWWSZZZJRYFQÀIJFRQWHQWBKWP!
)RRG6DIHW\/DZRI3HRSOH¶V5HSXEOLFRI&KLQD13&th$SULOYLHZHG
th$SULOKWWSZZZJRYFQ]KHQJFHFRQWHQWBKWP!
Decisions on temporarily adjusting relevant regulations on administrative approval in
&KLQD *XDQJGRQJ )UHH7UDGH3LORW=RQHLQ&KLQD 7LDQMLQ )UHH7UDGH3LORW=RQH
&KLQD )XMLDQ )UHH7UDGH3LORW=RQHDQGWKH([WHQGHG$UHDRI&KLQD 6KDQJKDL 
)UHH7UDGH3LORW=RQH13&th'HFHPEHUYLHZHGth0DUFKKWWS
¿QDQFHSHRSOHFRPFQQFKWPO!
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Third Plenum Reality Check
What did the Third Plenum’s Decision5 say?

What is the Reality?

We will implement a unified market access
system; and on the basis of making a negative
list, all kinds of market players may enter
areas not on the negative list on an equal
basis and according to law.

The general negative list has not been released
yet. The new rules published by the AQSIQ
this year still distinguish between foreign and
domestic investments. Moreover, the new rules
ZLOODSSO\XQWLO

We will explore a management model for foreign
LQYHVWRUVZLWKSUHHQWU\QDWLRQDOWUHDWPHQWSOXV
the negative list. We will make the business
registration system more convenient by reducing
the number of items that require qualification
YHUL¿FDWLRQWXUQLQJFHUWL¿FDWLRQEHIRUHOLFHQVLQJ
LQWROLFHQVLQJEHIRUHFHUWL¿FDWLRQDQGJUDGXDOO\
FKDQJLQJWKHSDLGLQFDSLWDOUHJLVWUDWLRQV\VWHP
into a subscribed capital registration system.

The new )RUHLJQ ,QYHVWPHQW &DWDORJXH has
UHPRYHGWKHLQVSHFWLRQDQGFHUWL¿FDWLRQLQGXVWU\
from the ‘restricted’ category, but in reality, this
is not reflected in the practice of the AQSIQ,
even in the CSPFTZ. The management model
has not yet been made public, and the number
RILWHPVWKDWUHTXLUHTXDOL¿FDWLRQYHUL¿FDWLRQKDV
not been reduced. The system of certification
before licensing was turned into licensing before
certification with respect to the certification
industry and the registration of import and export
product testing institutions.

We will reform the market oversight system,
implement uniform market oversight, tidy up
and annul all sorts of regulations and methods
that impede the national unified market and
fair competition, strictly ban and punish all
unlawful acts extending preferential policies,
combat regional protection, and oppose
monopoly and unfair competition.

For foreign institutions, there are no clear rules
ZLWK UHJDUG WR KRZ WR DSSO\ IRU VWDWHSURPRWHG
certification qualifications. So far, only domestic
certification institutions have obtained such
qualifications. The inspection and certification
industry is still characterised by market interference
E\ JRYHUQPHQWGHVLJQDWHG DJHQFLHV DV ZHOO DV
monopolies under administrative support.

We will establish and improve a social credit
system to commend honesty and punish
dishonesty.

Fake reports and certificates of internationally
ZHOONQRZQLQVSHFWLRQDQGFHUWL¿FDWLRQLQVWLWXWLRQV
still exist. A social credit system in the field of
product safety should run as a supplement to civil
dispute settlement without overly involving public
powers in the prevention and settlement process.

We will improve the market exit system in
which the good eliminates the bad, and perfect
the enterprise bankruptcy system.

No clear progress has been observed so far,
since the function of the market requires the
absence of administrative interference, including
WKHDGPLQLVWUDWLYHDSSURYDORITXDOL¿FDWLRQV

We will further streamline the administration
and delegate more power to lower levels,
deepen the reform of the system concerning
matters subject to government examination
and approval, and reduce the central
government’s administration in micro affairs to
the greatest extent.

There are no substantial changes in the inspection
and certification industry. Significant reduction in
the number of administrative approval items and
application documents has not been realised yet.

 7KH7KLUG 3OHQXP RI WKH WK 1DWLRQDO &RQJUHVV RI WKH &RPPXQLVW 3DUW\ RI
&KLQD &HQWUDO &RPPLWWHH ZDV KHOG LQ 1RYHPEHU  DQG FRQFOXGHG ZLWK D
decision laying out new economic and policy initiatives – the Decision.
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The government still has doubts with regards
to the market’s ability to effectively regulate
economic activities.

We will manage matters that require
administrative approval according to procedures
DQGZLWKKLJKHI¿FLHQF\

7KHUH DUH QR VXI¿FLHQW IDFWV WR LQGLFDWH WKDW WKH
PDQDJHPHQWLVEHLQJUHJXODWHGDQGWKHHI¿FLHQF\
is improved.

We will promote government purchases of public
services by means of contract and entrustment,
and introduce a competition mechanism into
JHQHUDODIIDLUVPDQDJHPHQWVHUYLFHV

There are some symbolic projects but with many
restrictions.

We will accelerate the reform of public
LQVWLWXWLRQVEDVHGRQWKHFODVVL¿FDWLRQRIWKHLU
functions, increase government purchases of
public services, straighten up the relationship
between public institutions and their competent
DGPLQLVWUDWLYH GHSDUWPHQWV DQG SURPRWH GH
administration of public institutions.

Though there has been ample public discourse
on this matter, little has been done to put it into
practice.

We will improve the government’s organisational
structure, function composition, and work
procedures so that we will have a good
DGPLQLVWUDWLYH V\VWHP ZLWK GHFLVLRQPDNLQJ
executive, and oversight powers checking each
other and operating in concert with one another.

The tasks are heavy and will take time.

We will have strict management on performance,
IXO¿OJRYHUQPHQWUHVSRQVLELOLWLHVDQGHQVXUHWKH
integration of power and responsibility.

No clear progress has been observed so far.

We will introduce a list of the powers of local
governments and their working departments
DWDOOOHYHOVDQGSXEOLFLVHWKHSRZHUH[HUFLVH
process in accordance with the law.

It is uncommon that such information is made
public.

We will improve information disclosure in the
Party, government and other fields, so as to
SURPRWH WUDQVSDUHQF\ LQ GHFLVLRQPDNLQJ
management, services and results.

No clear progress has been observed so far.

We will speed up institutional reform to fight
formalism, bureaucracy, hedonism and
extravagance.

Formalism and bureaucracy still exist, but in a
form less obvious than previously.

We will improve the system under which
officials take the lead to improve work style
and stay close to the community to conduct
research, and perfect the system of keeping in
close contact with and serving the people.

Staying close to the community to conduct research
does not always lead to satisfactory results.

Section Four: Trade in Services

We will cancel all administrative approval
procedures for economic activities under the
effective regulation of the market mechanism.

the relevant authority, subject to the mandated China

Reform in Process

Metrology Accreditation (now the China Inspection Body
DQG/DERUDWRU\0DQGDWRU\$SSURYDO  &0$ &DSDFLW\
,QYHQWRU\DQGSURGXFWFHUWL¿FDWLRQKDVWREHDSSURYHG

In the past, China’s market restricted foreign enterprises
from entering the voluntary product certification
business. As far as the working group is concerned, the

individually, based on CNCA procedures. Existing
DGPLQLVWUDWLYHUHVWULFWLRQVVWLOODSSO\WRPLFURRSHUDWLRQ
of all enterprises doing business in all of the CPFTZs.

market should play the decisive role in the TIC service
market. It is recommended that reforms should take
place to reduce government interference in the market
on a micro level, to avoid market segmentation; and that

Quality & Safety Services Sub-Working Group
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transformation from administrative approval approaches

FRPSDQLHVRIWHQGRQRWWUXVWFHUWL¿FDWHVLVVXHGE\VPDOO

WR PDUNHW VHOIUHJXODWLRQ VKRXOG EH IDFLOLWDWHG VR WKDW
the current condition of quality and safety in China can

ORFDOFHUWL¿FDWLRQSURYLGHUV

be improved.

The recent development, with the release of Notice No.
LVVXHGLQE\WKH6WDWH&RXQFLO*HQHUDO2I¿FH
on 7KH 2SLQLRQV RQ ,PSOHPHQWLQJ WKH ,QWHJUDWLRQ RI

)URPWRWKHZRUNLQJJURXSGLGQRWZLWQHVV
any positive changes in terms of the key concerns
addressed in the previous position paper. The working

7HVWLQJ,QVSHFWLRQDQG&HUWLILFDWLRQ 7,& ,QVWLWXWLRQV6
seems to go in the right direction by stating the intention

JURXS EHOLHYHV WKDW PDUNHWEDVHG UHIRUPV ZLOO DOORZ

WR EUHDN VWDWHDVVRFLDWHG HQWHUSULVHV¶ PRQRSRO\ EXW

better transparency, coordination and competition that
ZLOOEHQH¿WWKHHQWLUHVRFLHW\7KHZRUNLQJJURXSKRSHV

its implementation needs to be monitored closely.

the listed key recommendations will provide solutions

recommendation of this paper.

This point will be developed further in the third key

and contribute to China’s transition to a more safe and
sustainable society.

D $FFUHGLWDWLRQGLI¿FXOWLHVIRUWHVWLQJODERUDWRULHV
DQGFHUWL¿FDWLRQERGLHV

Key Recommendations
1. Remove the Excessive Administrative
Control/Approvals in the Quality and Safety
Service (QSS) Industry, and Allow Market
Mechanisms to Take a Decisive Role in
this Sector in Order to Benefit Chinese
Consumers and the Industry as a Whole

Section Four: Trade in Services

Concern
The government plays a triple role of enabler, regulator
and operator and gives precedence to administrative
requirements over technical requirements. This hinders

There are two accreditation systems for testing
ODERUDWRULHV LQ &KLQD WKH WHFKQLFDO V\VWHP PDQDJHG
by the China National Accreditation Supervision
Commission (CNAS) and the administrative system
established by the CMA. The CMA system works as
a testing laboratory regulator that approves every
testing method and product for testing laboratories
of companies nationwide. All foreign competitors are
required to apply for accreditation from the CMA.
In particular, administrative bodies have developed
the &RPSHWHQF\ /LVW which goes beyond the China
0HWURORJ\/DZZLWKWKLVVHOIHPSRZHUHGDGPLQLVWUDWLYH

the market’s healthy development and deprives foreign
466SURYLGHUVIURPDOHYHOSOD\LQJ¿HOG

approval system covering every test item. As a result,
WKH QRQWUDQVSDUHQW FHUWLILFDWLRQ SURFHVV XQGHILQHG
LPSOHPHQWDWLRQSROLFLHVIURPORFDO%47VDQGWKHWLPH

Assessment

consuming application process (the CMA’s approval on
new items takes several months), as well as the cost

In major economies, such as Europe, the QSS market
is open to both local providers and international
LQYHVWRUV7KH UROH RI JRYHUQPHQW IRFXVHV RQ SROLF\

DVVRFLDWHGZLWKWKLVSUDFWLFHSRVHDVLJQL¿FDQWEXUGHQ
to foreign companies.7KH$GPLQLVWUDWLYH0HDVXUHVIRU
4XDOLILFDWLRQ$FFUHGLWDWLRQ RI 7HVWLQJ DQG ,QVSHFWLRQ

making, regulating and implementing controls based on
reasoning and observation. This is a different story in
China where the government plays multiple roles in the

Agencies UHOHDVHG LQ  GLG QRW UHIRUP WKH &0$

PDUNHWDQGLWVKLJKO\UHJXODWHGFHUWL¿FDWLRQV\VWHPKDV
DKXJHLQÀXHQFHRYHUSURGXFWTXDOLW\DQGVDIHW\
The government’s role as enabler, regulator and
operator jeopardises the healthy development of
WKH 466 LQGXVWU\ DQG VRFLHW\ DV D ZKROH 6WDWH
RZQHG HQWHUSULVHV DQG VWDWHDVVRFLDWHG HQWHUSULVHV
monopolise the Chinese market while independent
foreign providers are unable to compete equally. The
outcome of this situation is a poor perception of the
&KLQHVHWHVWLQJDQGFHUWL¿FDWLRQPDUNHWERWKDWKRPH
and abroad. Foreign companies and local Chinese

348

Quality & Safety Services Sub-Working Group

system according to the State Council’s requirement for
streamlining administrative approval items. Instead, it
changed the CMA’s English translation into the “China
,QVSHFWLRQ %RG\ DQG /DERUDWRU\ 0DQGDWRU\$SSURYDO´
without legal basis. If the CMA’s &RPSHWHQF\ /LVW
used to be regarded as the result of administrative
ERGLHV¶ VHOIHPSRZHUPHQW DLPHG DW FROOHFWLQJ PRUH
IHHV WKXV FRQWUDU\ WR WKH &KLQD 0HWURORJ\ /DZ¶V
definition of compulsory calibration services as public
goods, the Administrative Measures failed to increase
its legitimacy, and created a new administrative
6 The Opinions on Implementing the Integration of Testing, Inspection and
&HUWL¿FDWLRQ 7,& ,QVWLWXWLRQV6WDWH&RXQFLOth0DUFKYLHZHGth April,
KWWSZZZJRYFQ]KHQJFHFRQWHQWFRQWHQWBKWP!
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approval system lacking legal basis instead. This is
clearly contrary to the State Council’s requirement for
streamlining administrative approval items.
Certification bodies applying to a new certification
scheme in China (such as the Food Safety Management
System) first need to comply with a number of
administrative constraints issued by the Certification
and Accreditation Administration (CNCA), including,
EXW QRW OLPLWHG WR UHFUXLWLQJ D PLQLPXP QXPEHU RI 
TXDOL¿HGHPSOR\HHVEHIRUHWKH\HYHQKDYHDFKDQFHWR
go for technical accreditation. This demonstrates that
China’s administrative bodies interfere with technical

2015/2016

Case Study

$WRWDORIPRUHWKDQORFDOFHUWLILFDWLRQERGLHVRU
verification companies have been approved so far
WRFRQGXFWYHUL¿FDWLRQDFWLYLWLHVLQWKHFRQWH[WRIWKH
QHZO\FUHDWHG VHYHQ &DUERQ (PLVVLRQV7UDGLQJ
Pilots across China. Thus far, not a single foreign
organisation has been approved in any of the pilot
regions despite a number of them having applied
and met the application criteria. For more information
RQFDUERQPDUNHWUHODWHGLVVXHVSOHDVHUHIHUWRWKH
&DUERQ0DUNHW:RUNLQJ*URXS3RVLWLRQ3DSHU.

issues beyond their competence. The working group
is convinced that technical qualification should take
precedence over administrative barriers of entry and is

The ambiguous role of the government has ultimately
encouraged a lack of market competition which has

closely following reform progress in this regard, hoping

led to poor services and unsafe products, and has

for a complete change of the current situation.

also resulted in heavier and more complex mandatory
WHVWLQJDQGFHUWL¿FDWLRQVFKHPHVSURGXFLQJUHYHQXHV
IRU FHUWDLQ JRYHUQPHQWDVVRFLDWHG SOD\HUV EXW EDGO\

b) Recommended providers and other administrative
restrictions
Upon the release of new laws relevant to quality and

hindering innovation. Certain certifications have to be
approved by both the CNCA and industrial regulators.

safety, regulatory authorities will generally seize the chance
to enforce compulsory testing and certification of new
SURGXFWVDQGGHYHORSDOLVWRIVRFDOOHGUHFRPPHQGHG
testing laboratories or certification institutions that are

Case Study

Applicants for the qualification of inspection
institutions engaged in the quality control of

of transparency in the selection process and eligibility
criteria, independent foreign service providers are

construction projects need to submit the following
GRFXPHQWV WKH &0$ TXDOLILFDWLRQ FHUWLILFDWH

often excluded from the recommendation list. Thus,
independent service providers are unable to compete
on new product testing, and will even be replaced
by those on the list because customers often prefer
not to use multiple service providers simultaneously.
Therefore, the working group perceives such lists as
market access obstacles in nature, denying equal
access for independent service providers to the quality
DQGVDIHW\UHODWHGPDUNHW6LPLODUEDUULHUVFDQEHIRXQG
in other regulations, which include China Compulsory
Certification (CCC), photovoltaic products and low
carbon products certification, the Administrative

GHOLYHUHGE\DSURYLQFLDOOHYHOTXDOLW\VXSHUYLVLRQ
department), a specific qualifications certificate
and the witnessed sampling qualification certificate
GHOLYHUHGE\SURYLQFLDOOHYHOKRXVLQJDQGXUEDQUXUDO
development departments).

7KHZRUNLQJJURXSEHOLHYHVWKDWWKHDERYHPHQWLRQHG
regulatory trend is not in line with China’s economic
reform goals and the concept of building a safe and

0HDVXUHV RQ 5HVWULFWLRQ RI +D]DUGRXV 6XEVWDQFHV LQ
Electrical and Electronic Products, as well as food and

harmonious society. These restrictions hinder the
DQQXDO  SHU FHQW JURZWK WDUJHW RI WKH KLJKWHFK
services industry (including testing and certification
services sector) stated in the 12 th )LYH<HDU 3ODQ. 

GDQJHURXVFKHPLFDOVPDQDJHPHQWUHODWHGUHJXODWLRQV

This target can only be achieved by moving towards
D PDUNHWEDVHG TXDOLW\ DQG VDIHW\ V\VWHP ZKHUH WKH
([DPLQDWLRQDQG$SSURYDORI4XDOL¿FDWLRQVRI,QVSHFWLRQ,QVWLWXWLRQ(QJDJHGLQ
4XDOLW\&RQWURORI&RQVWUXFWLRQ3URMHFWV/LDRQLQJ3HRSOH¶V*RYHUQPHQWYLHZHG
th0D\KWWSZZZOQJRYFQZVEVEPEVVMVWVMVWB!
12th)LYH<HDU3ODQRQWKH6HUYLFH,QGXVWU\6WDWH&RXQFLOst'HFHPEHU
YLHZHGth$SULOKWWSZZZJRYFQ]ZJNFRQWHQWB
KWP!
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allowed to engage in relevant businesses. Due to lack

regulator and service providers are truly independent,

introduced and recognised worldwide. The excessive

in order to prevent groups profiting from increasing
the number and scope of mandatory TIC schemes;

FHUWL¿FDWLRQUHJLVWUDWLRQDQGDSSURYDOSURFHVVGHSULYHV
Chinese companies of the access to the latest global

hindering qualified foreign, legitimate, independent

practices. It creates a fragmented China market with

service providers in the market; and encouraging a

additional market barriers for companies.

PDUNHW PRQRSRO\ RI JRYHUQPHQWDIILOLDWHG VHUYLFH
providers.

9ROXQWDU\ FHUWLILFDWLRQ VFKHPHV KDYH FRQWULEXWHG WR

Case Study

,QRUGHUWRHQFRXUDJHWKHXVHRIHQYLURQPHQWDOO\

the Chinese economy and helped Chinese companies
engage with international standards, such as the ,62
4XDOLW\0DQDJHPHQW6\VWHP. The working group
recommends the removal of unnecessary mandatory

friendly coatings, the State Administration of Taxation
(SAT) has exempted volatile organic compound

DSSURDFKHV DQG VKRUWHQLQJ WKH WLPHFRQVXPLQJ

92& IUHHFRDWLQJVIURPFRQVXPSWLRQWD[SURYLGHG

certification schemes into China, or at least allowing

that qualified testing laboratories have issued test

authorised companies to issue certification while

reports on the products concerned. Some local BQTs

they go through the lengthy registration process. The

and taxation bureaus decided that only test reports

&1&$KDVFRQVXOWHGFHUWL¿FDWLRQERGLHVLQ0DUFK

LVVXHGE\WHVWLQJODERUDWRULHVTXDOL¿HGIRUWKH&KLQD

for advice on the removal of administrative barriers,

$FFUHGLWHG/DERUDWRU\ &$/ DFFUHGLWDWLRQFDQEH

however, administrative barriers have not been removed

accepted. This is a typical type of administrative
intervention in the functioning of the market, so as

from any new regulations so far.

WRDFTXLUHDODUJHUPDUNHWVKDUHIRUJRYHUQPHQW
DI¿OLDWHGERGLHV

G  $XGLWRUTXDOL¿FDWLRQUHTXLUHPHQWVFUHDWHERWWOHQHFNVLQ

application process for the introduction of new voluntary

resources

Section Four: Trade in Services

Obtaining and maintaining the Auditor or Inspector
Granting independent foreign services providers equal
PDUNHWDFFHVVZLOOEULQJEHQH¿WVWRWKHPDUNHWLQGXVWU\
VRFLHW\DQGHQGXVHUVDQGZLOOHQDEOHPXFKKHDOWKLHU
and more sustainable development of China as a
whole.

Qualification for the QSS industry in China is a
burdensome process. Once auditors or inspectors
leave the industry for a year, they will automatically lose
WKHLUTXDOL¿FDWLRQDQGPXVWJRWKURXJKWKHTXDOL¿FDWLRQ
process again if they want to practice the same
business.

Case Study

When it comes to complete machine certification,
CCC product certification only acknowledges the
UHVXOWVRIWKH&KLQD4XDOLW\&HUWL¿FDWLRQ&HQWUH &4& 
YROXQWDU\FHUWL¿FDWLRQIRUFRPSRQHQWVDQGSDUWVDQG
GRHVQRWDGRSWWHVWLQJRUFHUWL¿FDWLRQUHVXOWVDWVWDWH
level.

F 5HVWULFWLRQVRQYROXQWDU\FHUWL¿FDWLRQVFKHPHV
Administrative approval requirements for new voluntary
FHUWL¿FDWLRQVFKHPHVKLQGHUVKHDOWK\PDUNHWGHYHORSPHQW
and blocks access to the best international practices
and quality benchmarks. For example, new international
voluntary schemes, ,62  &DUERQ /LIHF\FOH
Measurement and ,62:DWHU)RRWSULQWLQJ were
 Petrochemical Association propose to suspend the law review of petrochemical
products, China Energy Newsth$SULOYLHZHGnd0D\KWWS
SDSHUSHRSOHFRPFQ]JQ\EKWPOFRQWHQWBKWP"GLY !
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The China Certification and Accreditation Association
(CCAA) would benefit from following auditor and
inspector qualification processes in other countries,
where auditors and inspectors are encouraged to move
between industries, and such experience is considered
DVEHQH¿FLDOWRWKHLURYHUDOOVNLOOVHWV
A more streamlined process for recognising the
TXDOL¿FDWLRQVRIIRUHLJQDXGLWRUVDQGLQVSHFWRUVZRXOG
also benefit the sector by meeting the demands
of auditors and inspectors, and exposing Chinese
companies and relevant personnel to advanced auditing
NQRZKRZPDQDJHPHQWWKHRULHVDQGWRROV
Recommendations
 Reform the existing system to remove excessive
DGPLQLVWUDWLYHFRQWURODSSURYDOLQWKH466LQGXVWU\
and allow market mechanisms to take a decisive role
in this sector.

European Business in China Position Paper
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 Support the State Council’s endeavour to further

2015/2016

Assessment

SURPRWH WKH UHIRUP RI WKH 466 VHFWRU UHGXFH
regulatory barriers to allow equal access for duly

7KH7,&VHUYLFHVHFWRULVDQLQGXVWU\RIJUHDWVLJQL¿FDQFH

LQFRUSRUDWHGIRUHLJQWHVWLQJDQGFHUWL¿FDWLRQFRPSDQLHV

in the long run. To successfully transition from economic

to the Chinese market; reduce and eliminate repetitive

JURZWKEDVHGRQODERXULQWHQVLYHSURGXFWLRQWRDPRUH

administrative approvals; eradicate the practice of
using ‘recommended testing laboratories’ as another

advanced, qualitative economic growth model based on
consumption and services, China will need to rely more

layer of market access obstacles; and encourage

on strong technological expertise and standard services

PPPs to enhance access for private enterprises and

rather than existing administrative enforcement placing

foreign stakeholders to more public procurement and
consultancy projects.
compulsory product certification and accreditation

a priority on supervision coupled with service functions.
In the 12th )LYH<HDU 3ODQ, published three years ago,
the Chinese Government stressed that the standard
technology service market shall achieve an increase in

by eliminating or reducing required procedures and

multiples of gross domestic product (GDP) growth up to

registrations in administrative approval processes,

SHUFHQWHDFK\HDU

 Refine the methodology for the administration of

to China’s economic transformation and enhancement

narrowing the scope of items or products that are

by the CNAS for Conformity Assessment to carry

The State Council’s decision to cancel the mandated
commodity inspection charges indicates that provision
of public goods by the government shall not be deemed

out such business to safeguard the seriousness and
authority of its accreditation decisions.

as an act that is subject to compulsory administrative
charges. All administrative departments are required to

 Reduce the unified national certification standards

UHH[DPLQHWKHOHJLWLPDF\RIWKHLUDSSURYDOSURFHGXUHV
and shall terminate those with no legal basis to unleash
suppressed market dynamics. More efforts are given to

required for mandated certification, and allowing
certification institutions and laboratories accredited

and rules, and certification programmes jointly
promoted by the CNCA and relevant departments
under the State Council, keeping only those related
to national defence and security.
regulator and operator of the QSS industry.
 Simplify the procedures for foreign auditors or
factory inspectors to obtain qualifications in China,
acknowledge the qualifications they already
have or develop policies for mutual recognition of
TXDOL¿FDWLRQV
 )RFXV VHFWRUVXSHUYLVLRQ PHDVXUHV RQ FULWLFDO
technical concerns rather than administrative issues.

2. Make TIC Service Industry Issues an
Independent Subject within the EU-China
Comprehensive Agreement on Investment
(CAI)

based public entities related to technology standard
VHUYLFHVLQWKHKRSHVRIIRVWHULQJDXQL¿HGRSHQDQG
competitive market without sector fragmentation and
driving aforesaid entities to fully switch to a service
model. In addition, administrative departments should
understand where to set boundaries on their powers.
The EU’s and other western QSS companies have been
important service providers to EU enterprises in China
in terms of technical standards services and providing
VWURQJ WHFKQRORJLFDO VXSSRUW WR (8&KLQD WUDGH DQG
LQYHVWPHQW DFWLYLWLHV 7KH ODUJHVFDOH PDQXIDFWXULQJ
industry in China is also eager to acquire critical
support and services in its process of transforming
and upgrading to a modernised business model. Such

Concern
The TIC industry is a specialised service industry

VHUYLFH SURYLGHUV FDUU\ RXW EXVLQHVV E\   UHFHLYLQJ
the standards specified by its customers, whether
they are globally or locally practiced, mandated, or

relating to quality and safety issues and using standard
WHFKQRORJLHVWKDWDUHHDVLO\LGHQWL¿DEOH7KHOHDGLQJ(8
enterprises maintain major investment interests in this

GHILQHG E\ DVVRFLDWLRQV RU HQWHUSULVHV   FRQGXFWLQJ
conformity assessments, based on contract terms and
taking advantage of their own professional expertise,

VHFWRULQ&KLQDDQGWKHVHUYLFHPDUNHWLQWKLV¿HOGPD\
impact the technology advancement and productivity
promotion in other sectors such as trade, agriculture,
manufacturing, retail and services industries.

 12th)LYH<HDU3ODQRQWKH6HUYLFH,QGXVWU\6WDWH&RXQFLOst'HFHPEHUYLHZHG
th$SULOKWWSZZZJRYFQ]ZJNFRQWHQWBKWP!
 State Council Executive Meetingth-XO\YLHZHGnd0D\KWWS
ZZZJRYFQJXRZX\XDQFRQWHQWBKWP!
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 Put an end to the role of government as both the

VSHHGXSWKHUHIRUPRIEXON\LQHI¿FLHQWDQGQRQPDUNHW

HTXLSPHQW DQG VHUYLFH QHWZRUN DQG   SURYLGLQJ
independent and fair conformity assessment reports.
There exists a nationalistic mentality in favour of
the restriction of foreign technical standards service

3. A d o p t M a r k e t - B a s e d M e c h a n i s m s
to Reform Government-affiliated TIC
Institutions and Avoid a Second Monopoly
Through Administrative Support

providers, according to which foreign service providers
will destroy national industry by promoting technical
standards that don’t correspond to China’s stage of

Concern

development. Such a false perception is rendered

The government directly interferes with the TIC
VHUYLFHVLQGXVWU\ZKLFKVKRXOGEHFRYHUHGE\FLYLOODZ

groundless by the business model described above.

MXULVGLFWLRQ7,&LQGXVWU\UHIRUPVVKRXOGDYRLGFUHDWLQJ

Therefore, politically, the working group does not think
there will be any conflicts between the EU and China

chaotic market fragmentation and industry monopoly
that results from excessive administrative interference.

in this respect. The parties can negotiate to build
D IRXQGDWLRQ WKDW ZLOO HYHQWXDOO\ SURGXFH D ZLQZLQ
outcome.
China is in great need of developing its technical standards
market, speeding up the improvement of product and
VHUYLFHTXDOLW\UHIRUPLQJWKHORZVWDQGDUGTXDOLW\DQG
safety management system, emphasising administrative
quality supervision—a legacy of the planned economy
era—and creating a new methodology for reform. The
foreign technical standard service providers led by EU
enterprises could provide services in the course of the
government’s release of market space through reforms,

Section Four: Trade in Services

assisting the government with transformation and
upgrading of administrative management. The ‘survival
RIWKH¿WWHVW¶SULQFLSOHVKRXOGSOD\DIXQGDPHQWDOUROHLQ

Assessment
2Qst)HEUXDU\WKH6WDWH&RXQFLOSURPXOJDWHG
the 1RWLFH RQ WKH 1RWLILFDWLRQ RI 6&2365 $46,4
&RPPHQWV RQ ,PSOHPHQWLQJ ,QWHJUDWLRQ RI 7HVWLQJ
Inspection and Certification Institution (State Council,
*XREDQID >@ 1R  Notice).  Guided by the
State Council’s Institutional and Administrative
Reform Plan, the Notice is a strong step forward for
WKH UHIRUP RI JRYHUQPHQWDIILOLDWHG 7,& LQVWLWXWLRQV
Based on the Notice, the AQSIQ issued the *XLGLQJ
2SLQLRQV RQ ,QWHJUDWLRQ RI 7HVWLQJ ,QVSHFWLRQ DQG
&HUWLILFDWLRQ ,QVWLWXWLRQV XQGHU WKH $46,4 6\VWHP
$46,4 46,4 'HSW >@ 1R  on 6 th March,
 ZKLFK H[SOLFLWO\ VWDWHV WKDW WKH WRWDO RI RYHU
7,&LQVWLWXWLRQVXQGHUWKH$46,4V\VWHPZLOOEH

this sector characterised by creditability, professionalism

FODVVLILHG LQWR WZR FDWHJRULHV²SXEOLF ZHOIDUHEDVHG

and fairness. The parties at the negotiation table could
identify common interests through exchange of best

DQG RSHUDWLRQEDVHG²DQG E\  WKH VHSDUDWLRQ RI
administrative and supervisory functions from service

SUDFWLFHVDQG¿QGVROXWLRQVWRFRPPRQO\IDFHGLVVXHV
thereby satisfying the increasing quality and service

functions, as well as business transformation and
restructuring, shall basically be completed. A group of

demands of Chinese society.

branded, comprehensive TIC corporations should take
shape by then.

The working group suggests discussing TIC industry
LVVXHV VHSDUDWHO\ LQ WKH RQJRLQJ (8&KLQD &$,
QHJRWLDWLRQVSURYLGHGWKDWWKHPDUNHWEDVHGPHFKDQLVP
is adopted by both governments. A high priority should

Based on previous experience, the working group
EHOLHYHVWKDWWKHFXUUHQWPDUNHWRULHQWHGUHIRUPLQWKH
TIC industry is just the beginning and by no means the

be given to the issues of extensive SOE monopoly,
government procurement of relevant services and

¿QDOUHIRUPRXWFRPH:KHQLPSOHPHQWLQJUHJXODWLRQVLW
LVHVVHQWLDOWRHIIHFWLYHO\SUHYHQWJRYHUQPHQWDI¿OLDWHG

RSHQLQJXSDIUHHFRPSHWLWLYHHQYLURQPHQW

institutions from abusing power to ensure the success
RILQVWLWXWLRQDODQGPDUNHWRULHQWDWHGUHIRUP

Recommendations
 Remove administrative approval processes through
QHJRWLDWLRQDQGDGRSWWHFKQRORJ\EDVHGDGPLQLVWUDWLYH
measures.
 5HPRYHVWDWXWRU\LPSRUWH[SRUWFRPPRGLW\LQVSHFWLRQV
WKDWDUHQRWEDFNHGXSE\WHFKQLFDOVWDQGDUGVWKURXJK
negotiation.
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 1RWLFH RQ WKH 1RWLILFDWLRQ RI 6&2365$46,4 &RPPHQWV RQ ,PSOHPHQWLQJ
,QWHJUDWLRQ RI 7HVWLQJ ,QVSHFWLRQ DQG &HUWLILFDWLRQ ,QVWLWXWLRQ (State Council,
*XREDQID>@1R 6WDWH&RXQFLOst)HEUXDU\YLHZHGth March,
KWWSZZZJRYFQ]KHQJFHFRQWHQWFRQWHQWBKWP!
 Institutional and Administrative Reform Plan 6WDWH &RXQFLO th 0DUFK 
YLHZHGth0DUFKKWWSZZZJRYFQOKFRQWHQWBKWP!
*XLGLQJ2SLQLRQVRQ,QWHJUDWLRQRI7HVWLQJ,QVSHFWLRQDQG&HUWL¿FDWLRQ,QVWLWXWLRQV
XQGHUWKH$46,46\VWHP $46,446,4'HSW>@1R $46,4th March,
 YLHZHG th 0DUFK  KWWSZZZDTVLTJRYFQ[[JNBMJIO
W]VEDTMFMW]GWWBKWP!
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The working group expresses great concern about the
ULVN RI DQ DGPLQLVWUDWLYHVXSSRUWHG PRQRSRO\ GULYHQ
E\ VWDWHRZQHG7,& VHUYLFH FRPSDQLHV DEVRUELQJ WKH

2015/2016

Assessment
The China (Shanghai) Pilot Free Trade Zone (CSPFTZ)
reform plays a highly strategic role for the overall reform

ZKLFKLVDEUHDFKRIWKH$QWL0RQRSRO\/DZDQGIXUWKHU

RIWKH7,&VHUYLFHVHFWRULQ&KLQD2Qth$SULO
the State Council presented its guiding opinions on

hinders the development of a competitive market
environment. Market fragmentation and an industry

WKH7,&¿HOGLQWKH2YHUDOO3ODQVIRUWKH'HYHORSPHQW
RI 3LORW )UHH 7UDGH =RQHV LQ 6KDQJKDL 7LDQMLQ

PRQRSRO\ E\ 62(V GHYLDWHV IURP WKH DLP RI PDUNHW

*XDQJGRQJ DQG )XMLDQ.  These included promoting

orientated reform and can even jeopardise the reform

enterprise energy management certification in
Shanghai; requiring the handover of TIC functions from

‘reform vacuum’ during ongoing administrative reforms,

process itself – it would not help to substantially resolve
China’s pressing quality and safety issues.

government departments to professional institutions in
7LDQMLQDGRSWLQJWKHSROLF\RIRQHWLPHLQVSHFWLRQDQG

During the ongoing reform process, the working group

FHUWL¿FDWLRQLQ*XDQJGRQJ+RQJ.RQJDQG0DFDRDQG

has noted that the Chinese Government pays close

allowing relevant institutions from Taiwan recognised

attention to the macro management of the whole

by accreditation institutions in Taiwan, and having

service industry. European enterprises have advanced

demonstrated capacities to conduct CCC, to undertake

management concepts and market experience in
this regard, as well as positive experiences that have

FRPSXOVRU\SURGXFWFHUWL¿FDWLRQDQGLQVSHFWLRQDFWLYLWLHV
in Fujian. All such measures demonstrate the central

assisted the EU and its Member States to reform the

government’s resolution to work towards system reform

TIC service industry in the past. The working group
would like to offer industry suggestions on administrative

and the complete removal of administrative control over
WUDGHUHODWHG WHFKQLFDO VHUYLFHV 7KH ZRUNLQJ JURXS

reform via various channels in order to improve the
entire quality and safety environment in China, to
LQFUHDVH WKH FRPSHWLWLYHQHVV RI µPDGHLQ&KLQD¶

believes that the quality and safety concerns of the

SURGXFWVDQGWRDFKLHYHZLQZLQVLWXDWLRQVIRU(8&KLQD

by China civil affairs laws and regulations.

GHFUHDVH (8&KLQD WUDGH FRQIOLFWV DQG XSJUDGH WKH
China quality and safety level for products and services.

The updated 1HJDWLYH /LVW IRU )RUHLJQ ,QYHVWPHQW LQ
3LORW )UHH 7UDGH =RQHV,  LVVXHG LQ$SULO  KDV
removed certain restrictions on foreign TIC institutions.
However, the working group expects more innovative

Recommendations
 $GRSW PDUNHW PHFKDQLVPV WR SUHYHQW UHQWVHHNLQJ

breakthroughs, as well as more clarity, so that the
actual details of the reforms can be fully explained.

DQG PRQRSROLHV GXULQJ WKH UHIRUP RI JRYHUQPHQW
DI¿OLDWHG7,&LQVWLWXWLRQV
 Reduce excessive market access and regulatory

The working group has only witnessed improved
policy and streamlined administrative approvals for
enterprise establishment, and no actual administrative

EDUULHUVDQGFRQGXFWDVVHVVPHQWVZLWKXQLYHUVDOO\
practiced standards.
 Provide the same treatment to foreign TIC institutions

approval improvements in related industries. Each test
issued by testing laboratories within the CPFTZs is
still subject to administrative approval according to the
CMA &RPSHWHQF\/LVW which is enforced by regulatory

so they are entitled to the same market status as
their domestic peers.

4. China Pilot Free Trade Zones (CPFTZs)

DXWKRULWLHVDQGHDFKFHUWL¿FDWLRQVFKHPHLVVXEMHFWWR
the CNCA’s administrative and personnel qualification
approvals.

Concern
The testing, inspection and certification (TIC) service
sector within the China Pilot Free Trade Zones (CPFTZs)

2Q nd$SULO  WKH 6KDQJKDL 0XQLFLSDO 3HRSOH¶V
Congress published a call for comments notice on the

is still subject to administrative approvals, with market
mechanisms not playing a decisive role.

 2YHUDOO 3ODQV IRU WKH 'HYHORSPHQW RI 3LORW )UHH 7UDGH =RQHV LQ 6KDQJKDL
7LDQMLQ*XDQJGRQJDQG)XMLDQ6WDWH&RXQFLOth$SULOYLHZHGst April,
KWWSZZZJRYFQ[LQZHQFRQWHQWBKWP!
1HJDWLYH/LVWIRU)RUHLJQ,QYHVWPHQWLQ3LORW)UHH7UDGH=RQHV, State Council,
 th  $SULO  YLHZHG  st  $SULO  KWWSZZZJRYFQ]KHQJFH
FRQWHQWFRQWHQWBKWP!
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trade and investment. This experience sharing would be
PXWXDOO\EHQH¿FLDOIRUWKHQHJRWLDWLRQVDQGZRXOGKHOS

7,& LQGXVWU\ VXFK DV TXDUDQWLQH VDQLWDU\ DQG SK\WR
sanitary services, should be managed and supervised

&KLQD 6KDQJKDL 3LORW)UHH7UDGH=RQH$GPLQLVWUDWLRQ

economy to administrative management. The CSPFTZ

Regulation (Draft)$UWLFOH  RQ WKH7,& LQGXVWU\ GLG
not fully take into consideration the special features

should have advanced reform methods to remove
detrimental policies that are used for a transitional

of the TIC industry and it also failed to reflect real

period and go against trade liberalisation. Clear

industry issues. The Shanghai Municipal Government

differentiation between product quality and quarantine

should take the opportunity to make innovative reform
suggestions on critical issues so that the CSPFTZ

is needed.

PRGHOFDQEHSURPRWHGQDWLRQZLGH1HYHUWKHOHVV
 The draft Regulation does not provide constructive

Issues concerning product quality should be covered

reform suggestions in accordance with the reality
of China’s international trade management. A large

by civil jurisdiction rather than administrative approvals.
Relevant judicial departments should be authorised to
VROYHSURGXFWTXDOLW\UHODWHGLVVXHV7KHSKHQRPHQRQ

amount of administrative approvals have been

of government interference in civil conflicts should

implemented on TIC services concerning import

be completely abolished within the CSPFTZ. From a

and export businesses, including administrative

legal point of view, China civil legislation and judicial

law enforcement, regulation rights combined with

practices have undergone rapid developments and have

implementation rights, and administrative division of

gradually reached the capacity to solve quality disputes

the market. This excessive government interference

EHWZHHQ FLYLO SDUWLHV 7KH 7RUW /DZ SURPXOJDWHG LQ

harms bilateral trade relations and trade growth.

KDVSURYLGHGDVROLGIRXQGDWLRQIRUWKHUHPRYDORI

:LWK SUHYLRXVO\UHOHDVHG SROLFLHV RQ WKH &63)7=

administrative intervention concerning product quality.

for the TIC sector that is directly involved in import
and export issues, the working group witnessed no

2YHUO\H[FHVVLYH DGPLQLVWUDWLYH LQWHUYHQWLRQ LV RQH RI

further easing of administrative regulations, and this

the market access barriers that the European Chamber
pays close attention to. For product quality services

Section Four: Trade in Services

sector is still under heavy administrative regulatory
control. The working group believes that the priority

within the CSPFTZ, the working group is disappointed

WDVN VKRXOG EH WR IXOO\ SURPRWH D IUHHWUDGH PRGHO
UHOD[UHJXODWLRQVLQWKHWUDGHUHODWHGVHUYLFHVVHFWRU

to witness that the overall administrative approval
methods in the TIC service sector are still being

and remove all administrative regulations from the

implemented. For every testing covered by the CMA
&RPSHWHQF\/LVW, the testing institution needs to receive

CSPFTZ. The successful operational and managerial
model of Hong Kong’s free trade experience should

administrative approvals from a government department

be used as reference to enhance the CSPFTZ’s

or they will face a penalty. Besides, administrative

competitiveness on product quality and trade growth.
 $UWLFOH  RI WKH GUDIW REIXVFDWHV WKH FRQFHSW RI

DSSURYDODOVRFRYHUVWKH&KLQD0HWURORJ\/DZZKLFKLV
not in the &RPSHWHQF\/LVW.

health, animal and plant quarantine with the nature
of product quality and fails to effectively distinguish
between the two concepts, instead setting

For independent TIC service providers, a company’s
integrity and compliance are of utmost importance.

management boundaries that are based on the
current administrative department’s jurisdiction.

The ‘survival of the fittest’ principle should prevail
based on company reputation and market feedback.
Administrative interventions will only destroy the moral

With respect to issues related to health, and animal
and plant quarantine, the CSPFTZ authorities should

foundations of this industry and can easily lead to
SRODULVDWLRQ YLFLRXV FRPSHWLWLRQ DQG KDUP WKH VHOI

provide more appropriate and convenient measures
with the premise of maintaining management
enforcement, with the management of product quality

elimination function of the market. Being the most active
free trade harbour, Hong Kong’s reputation and practice
in trade and product quality have proven to be a good

being treated differently. Issues of product quality are
civil and commercial matters between two trading
parties by nature. In China, however, the government

H[DPSOHRIKRZVXUYLYDORIWKH¿WWHVWZRUNVIRUWKH7,&
industry, and how the market can play a decisive role.

still interferes in issues of product quality by utilising
administrative measures and public power for approval.

The working group encourages the AQSIQ and the
regulatory authorities CPFTZs in each region to consider

This approval method is a special product for a planned
economy, or the transition period from a planned

WKH DERYHPHQWLRQHG VXJJHVWLRQV IRU WKH SXUSRVH RI
better managing the issue of health, animal and plant
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quarantine by advanced management methods, and
completely remove administrative interventions related
to issues of product and service quality. This would

2015/2016

62( 6WDWHRZQHG(QWHUSULVHV
7,& 7HVWLQJ,QVSHFWLRQDQG&HUWL¿FDWLRQ
WTO

World Trade Organisation

KHOS WR IRVWHU DQ RSHQ PDUNHWRULHQWHG FRPSHWLWLYH
environment for the TIC services industry, and allow
for healthy business growth free from administrative
interference or government approvals.
Recommendations
 Enable full functioning of the market within the
CPFTZs, completely removing administrative
UHJXODWRU\ UHTXLUHPHQWV RQ WKLUGSDUW\7,& VHUYLFH
providers.
 Move product quality under civil jurisdiction (instead
of administrative law) and completely eliminate the
government’s administrative interference in civil
FRQÀLFWVZLWKLQWKH&3)7=V

Abbreviations
AQSIQ

General Administration of Quality
Supervision, Inspection and Quarantine

BQTs
Bureaus of Quality Technical Supervision
&$, (8&KLQD&RPSUHKHQVLYH$JUHHPHQW
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on Investment
&$/ &KLQD$FFUHGLWHG/DERUDWRU\
&&$$ &KLQD&HUWL¿FDWLRQDQG$FFUHGLWDWLRQ
Association
&&& &KLQD&RPSXOVRU\&HUWL¿FDWLRQ
CFDA
China Food and Drug Administration
CIQ
Inspection and Quarantine Bureaus
&0$ &KLQD,QVSHFWLRQ%RG\DQG/DERUDWRU\

CNAS



0DQGDWRU\$SSURYDO&KLQD0HWURORJ\
Accreditation
China National Accreditation Service

for Conformity Assessment
&1&$ &HUWL¿FDWLRQDQG$FFUHGLWDWLRQ

Administration of the People’s Republic
CPFTZ

of China
China Pilot Free Trade Zone

&4& &KLQD4XDOLW\&HUWL¿FDWLRQ&HQWUH
CSPFTZ
China (Shanghai) Pilot Free Trade Zone
GAC
General Administration of Customs
333 3XEOLF3ULYDWH3DUWQHUVKLS
QSS
Quality and Safety Services
SAIC
State Administration for Industry and
SAT

Commerce
State Administration of Taxation

6&2365 6WDWH&RPPLVVLRQ2I¿FHRI3XEOLF 
Sectors Reform

Quality & Safety Services Sub-Working Group
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Financial Services

,QWKHDUHDRI¿QDQFLDOVHUYLFHVWKH(XURSHDQ&KDPEHUKDVIRXUVHSDUDWHZRUNLQJJURXSVWKDWSUHVHQW
SRVLWLRQSDSHUVIRUWKHIROORZLQJVHFWRUV
%DQNLQJDQG6HFXULWLHV
&RQVXPHU)LQDQFHDQG1RQ%DQNLQJ)LQDQFLDO,QVWLWXWLRQV
,QVXUDQFH
3ULYDWH(TXLW\DQG6WUDWHJLF0HUJHUV $FTXLVLWLRQV
China is in the process of slowly opening its capital account and has pledged to drop controls on the
movement of capital and make the renminbi 50% IXOO\FRQYHUWLEOH7KHVLJQL¿FDQWVWHSRIVORZO\PRYLQJ
WRZDUGVSURPRWLQJPDUNHWEDVHGFDSLWDODOORFDWLRQWRRNSODFHLQZLWKWKHLQWURGXFWLRQRIWKHGHSRVLW
insurance scheme. This scheme lays the foundation for freeing up rates by ensuring that savers are
SURWHFWHGHYHQLIFRPSHWLWLRQIRUGHSRVLWVOHDGVWRH[FHVVLYHULVNWDNLQJDQGEDQNIDLOXUH7KHUHIRUPDOVR
sets the stage for full liberalisation of deposit rates, a move that would allow smaller banks to compete on
the basis of deposit yields, which is seen as a key step towards letting the market—not the state—set the
price of capital and risk.
7KHGUDIW)RUHLJQ,QYHVWPHQW/DZ ),/ ZDVUHOHDVHGLQ7KHQHZODZVDLPVWRFUHDWHWKHFRQGLWLRQV
for more equal treatment for foreign and domestic companies and contains several fundamental changes
to the Chinese foreign investment regime. This is discussed in more depth in the Private Equity and
0HUJHUV $FTXLVLWLRQV3RVLWLRQ3DSHU.
$OWKRXJKSHUFHQWRIWKHUHVSRQGHQWVIURPWKH¿QDQFLDOVHUYLFHVLQGXVWU\WRWKH(XURSHDQ&KDPEHU¶V
Business Confidence Survey 2015 reported that they were optimistic in terms of growth of financial
VHUYLFHVLQ&KLQDRQO\SHUFHQWZHUHRSWLPLVWLFLQWHUPVRISUR¿WDELOLW\7KH¿QDQFLDOVHUYLFHVVHFWRU
KDVVHHQVRPHVOLJKWRSHQLQJEXWKDVQRWVHHQVLJQL¿FDQWGHYHORSPHQWVZLWKUHJDUGVWRPDUNHWDFFHVV
DQG PDUNHW VKDUH KDV EHHQ GZLQGOLQJ 5HVWULFWLRQV WR PDUNHW DFFHVV REVWDFOHV IRU RUJDQLF DQG QRQ
organic growth and a lack of regulatory coordination are the main factors contributing to their lack of
growth and decreasing market share.
Section Five: Financial Services

7KH¿QDQFLDOVHUYLFHVZRUNLQJJURXSVWKURXJKWKHLUREVHUYDWLRQVDQGGHWDLOHGUHFRPPHQGDWLRQVLQWKH
IROORZLQJSRVLWLRQSDSHUVKRSHWRPDNHVLJQL¿FDQWFRQWULEXWLRQVWRWKHGHYHORSPHQWRI&KLQD¶V¿QDQFLDO
services sector.

Financial Services
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Key Recommendations
1. Restraints Affecting Non-Organic Growth
Lift Restrictions on Ownership and Business Scope
 Allow foreign banking, securities and fund management enterprises to compete on an equal
footing with domestic institutions, including ownership structures and access to all lines of
business.
 $OORZ IRUHLJQ EDQNV WR DFTXLUH HTXLW\ VWDNHV RI PRUH WKDQ  SHU FHQW IRU VLQJOH IRUHLJQ
VKDUHKROGHUV DQGSHUFHQW IRUPXOWLSOHIRUHLJQVKDUHKROGHUV LQORFDO&KLQHVHEDQNV
$OORZIRUHLJQVHFXULWLHV¿UPVWRVHWXSSHUFHQWRZQHGVHFXULWLHVVXEVLGLDULHVLQ&KLQDZLWK
DIXOOVHFXULWLHVOLFHQFHFRPSDUDEOHWRWKDWRIORFDO&KLQHVHVHFXULWLHV¿UPVDQGDFTXLUHHTXLW\
VWDNHVRIPRUHWKDQSHUFHQWRIORFDO&KLQHVHVHFXULWLHV¿UPV
 $OORZ IRUHLJQ IXQG PDQDJHPHQW ILUPV WR VHW XS  SHU FHQW RZQHG IXQG PDQDJHPHQW
subsidiaries in China with a full fund management licence comparable to local Chinese fund
PDQDJHPHQW¿UPVDQGDFTXLUHHTXLW\VWDNHVRIPRUHWKDQSHUFHQWRIORFDO&KLQHVHIXQG
PDQDJHPHQW¿UPV

2. Restraints Affecting Organic Growth
2.1 Allow Easier Branch/Sub-Branch and Business Expansion
 (QDEOHORFDOO\LQFRUSRUDWHGEDQNVWRSURYLGHDQQXDOPDVWHUSODQVIRUEUDQFKDQGVXEEUDQFK
H[SDQVLRQWREHSUHDJUHHGLQSULQFLSOH
$OORZPXOWLSOHVLPXOWDQHRXVEUDQFKDQGVXEEUDQFKH[SDQVLRQVXEPLVVLRQV
2.2 Increase Access to the Bond Underwriting Market
 Grant foreign banks the same rights as local banks, as is practice in the EU.
 /RZHUWKHDFFHVVFULWHULDIRUIRUHLJQEDQNVDQGDFFHOHUDWHWKHDSSURYDORIIRUHLJQEDQNVDQG
securities companies to underwrite Chinese Government Bonds (CGBs), People’s Bank of
&KLQD 3%2& ELOOVDQG¿QDQFLDODQGFRUSRUDWHERQGVLQWKHLQWHUEDQNPDUNHW
Section Five: Financial Services

 %XLOG WKH EDVLF IUDPHZRUN RI D QRUPDO OLTXLG JRYHUQPHQW ERQG PDUNHW ZLWK DFWLYH DQG OLTXLG
government bond futures markets; a broad range of liquid Over the Counter (OTC); a broad and
active investor base, both onshore and offshore; and competitive tax rates.
2.3 Remove the Foreign Debt Quota
5HPRYHWKHIRUHLJQGHEWTXRWDDQGJXDUDQWHHTXRWDVIRUIRUHLJQ¿QDQFLDOLQVWLWXWLRQVLQ&KLQD
2.4 Review Prudential Ratios
 5HPRYH WKH QHW RI ORQJWHUP ERUURZLQJV IURP RYHUVHDV EUDQFKHV IURP FXUUHQW OLDELOLWLHV WR
compare assets and liabilities with the same tenor and ensure equal treatment for Chinese and
foreign banks.
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2.5 Address Funding Limitations in the China Foreign Exchange Trade System Interbank
Market
 Remove the two times capital limitation for all banks in China.
2.6 Allow Financial Institutions Flexibility in the Adaptation of their Local Set-up, Making it
3RVVLEOHWR'RZQVL]HRU([LW6RPH$FWLYLWLHVRU8QSUR¿WDEOH6HJPHQWV/RFDWLRQV
3XEOLVKFRPSUHKHQVLYHJXLGHOLQHVIRUVHOOLQJFORVLQJDEXVLQHVVZLWKDVWHSE\VWHSDSSURDFK

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV

Introduction to the Working Group

%UHDNGRZQRI0DUNHW6KDUHE\7\SHRI%DQN
Total assets
&1<ELOOLRQ

Share
(per cent)

6WDWHRZQHGFRPPHUFLDOEDQNV 





Shareholding commercial banks





City commercial banks





and the other financial services regulators in order

5XUDOEDQNLQJLQVWLWXWLRQV





to improve the operating environment for European
banking and securities enterprises in China.

2WKHUEDQNLQJLQVWLWXWLRQV





Total

172,335

100

The Banking and Securities Working Group represents

Type of Institution

PRUH WKDQ  EDQNLQJ DQG VHFXULWLHV ILQDQFLDO
institutions in China. The working group looks to engage
with the China Banking Regulatory Commission (CBRC)

Recent Developments
Market Overview
 $FFRUGLQJ WR WKH )RUEHV *OREDO  WKHUH DUH 
&KLQHVHEDQNVDPRQJWKHZRUOG¶VODUJHVWEDQNV
the most of any country.
 7KHQHWSUR¿WIRUFRPPHUFLDOEDQNVLQJUHZ
SHUFHQWWR&KLQHVH<XDQ &1< WULOOLRQ
 7KHWRWDODVVHWVERWKLQ&1<DQGIRUHLJQFXUUHQF\RI
&KLQD¶VEDQNLQJV\VWHPUHDFKHG&1<WULOOLRQ

FHQW\HDURQ\HDU
 The total assets of large commercial banks reached
&1<  WULOOLRQ DFFRXQWLQJ IRU  SHU FHQW RI WKH
WRWDODVVHWVHTXDOWRDJURZWKRISHUFHQW\HDU
RQ\HDU /LDELOLWLHV DPRXQWHG WR &1<  WULOOLRQ
DFFRXQWLQJ IRU  SHU FHQW RI WKH WRWDO OLDELOLWLHV
HTXDOWRDJURZWKRISHUFHQW\HDURQ\HDU





&KHQ/L\DQ*OREDO7KH:RUOG¶V/DUJHVW%DQNV)RUEHVth-XQH
YLHZHGth-XQHKWWSZZZIRUEHVFRPVLWHVOL\DQFKHQ
JOREDOWKHZRUOGVODUJHVWEDQNV
7KH&%5&UHOHDVHGVXSHUYLVRU\VWDWLVWLFVIRU&KLQD%DQNLQJ5HJXODWRU\

EDQNLQJ¿QDQFLDOLQVWLWXWLRQVDQGSRVWDOVDYLQJVEDQNV
6RXUFH&%5&

 7KH OLTXLGLW\ UDWLR ZDV  SHU FHQW D SRLQW
GHFUHDVH IURP WKH EHJLQQLQJ RI  /RDQWR
GHSRVLWUHDFKHGSHUFHQWDRQHSRLQWLQFUHDVH
WKURXJK
Status Quo for Foreign Banks in China6
%\ WKH HQG RI  WKH WRWDO QXPEHU RI IRUHLJQ
EDQNLQJLQVWLWXWLRQVLQ&KLQDZDVEDQNVIURP
FRXQWULHVDQGUHJLRQVLQFOXGLQJORFDOO\LQFRUSRUDWHG
LQVWLWXWLRQV  IRUHLJQ EDQN EUDQFKHV DQG 
EUDQFKHV DQG VXEVLGLDULHV RI ORFDOO\LQFRUSRUDWHG
LQVWLWXWLRQV )RUHLJQ EDQNV PDLQWDLQHG RXWOHWV LQ 
SURYLQFHVDQGFLWLHV
%\ WKH HQG RI   ORFDOO\LQFRUSRUDWHG IRUHLJQ
EDQNV DQG  IRUHLJQ EDQN EUDQFKHV ZHUH DSSURYHG

&RPPLVVLRQ YLHZHG  th )HEUXDU\  KWWSZZZFEUFJRYFQFKLQHVH



KRPHGRF9LHZ&%%'%(%KWPO!
Ibid
Ibid


6

Ibid
&%5& $QQXDO 5HSRUW China Banking Regulatory Commission Publicity
'HSDUWPHQW&KLQD)LQDQFLDO3XEOLVKLQJ+RXVH%HLMLQJSS
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PDUNLQJ  SHU FHQW \HDURQ\HDU JURZWK :KLOH
WRWDO OLDELOLWLHV ERWK LQ &1< DQG IRUHLJQ FXUUHQF\
UHDFKHG&1<WULOOLRQZLWKDJURZWKRISHU

7KLVPHDQVODUJHFRPPHUFLDOEDQNVLQFOXGLQJ$%&%2&
ICBC, CCB and BoCom.
 ,QFOXGLQJ UXUDO FRPPHUFLDO EDQNV XUEDQ DQG UXUDO FUHGLW
FRRSHUDWLYHVUXUDOFRRSHUDWLYHEDQNVDQGQHZUXUDO¿QDQFLDO
institutions
 ,QFOXGLQJ SROLF\ EDQNV WKH &'% IRUHLJQ EDQNV QRQ

to conduct renminbi 50%  EXVLQHVV  ORFDOO\

required for a healthy banking system as stated by

LQFRUSRUDWHG IRUHLJQ EDQNV DQG  IRUHLJQ EDQN
branches were authorised to engage in derivatives

financial regulators during different meetings with
the European Chamber. Meanwhile, members of the

WUDQVDFWLRQV VL[ ORFDOO\LQFRUSRUDWHG IRUHLJQ EDQNV

working group have observed how Chinese banks show

ZHUHDXWKRULVHGWRLVVXH50%¿QDQFLDOERQGVDQGIRXU

notable growth and expansion, both domestically and

ORFDOO\LQFRUSRUDWHG IRUHLJQ EDQNV ZHUH DXWKRULVHG WR
issue credit cards.

internationally.
Foreign banks in China believe there are several

$W WKH HQG RI  WKH WRWDO DVVHWV RI IRUHLJQ EDQNV

reasons preventing them from reaching their natural

LQFUHDVHG E\  SHU FHQW \HDUWR\HDU WR &1< 
WULOOLRQ )RUHLJQ EDQN GHSRVLWV JUHZ  SHU FHQW WR

growth potential. The most important is the fact that
they are limited mainly to organic growth as they are

&1<WULOOLRQDQGORDQVJUHZSHUFHQWWR&1<

QRWDOORZHGWRDFTXLUHPRUHWKDQSHUFHQWRIDORFDO

WULOOLRQ

bank. Besides this, there are a series of measures that
KLQGHUWKHLUJURZWKLHWKH/RDQWR'HSRVLW /'5 UDWLR
Although applied equally to all players, this ratio puts
banks that have not reached a critical geographical
E U D Q F K  R II L F H  Q H W Z R U N  D W  D  F O H D U  F R P S H W L W L Y H
disadvantage. In the case of foreign banks, their
relatively small presence can be explained by some of
the constraints that this paper analyses. Many of these
limitations were addressed by the Decision, particularly
LQ UHODWLRQ WR RSHQLQJXS WKH GHYHORSPHQW RI QHZ
products, development of the bond market, financial
innovation and the introduction of a risk management

Th e development
The
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de
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entt of market
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to
tall
EDQNLQJ DVVHWV KDV VORZHG GRZQ IURP  SHU FHQW
LQWRSHUFHQWLQ7KLVLVH[WUHPHO\ORZ
FRPSDUHGWRRWKHUHPHUJLQJPDUNHWV HJSHUFHQW
LQ,QGRQHVLDSHUFHQWLQ%UD]LO¿YHSHUFHQWLQ,QGLD 
and the Organisation for Economic Cooperation and
'HYHORSPHQW 2(&' DYHUDJH SHUFHQW 
Reform Progress and Negotiations for the EU-China

approach.
The Banking and Securities Working Group hopes
that all these issues will be addressed during the
QHJRWLDWLRQV RI WKH (8&KLQD &$, DQG WKDW HIIHFWLYH
national treatment will be achieved. The working group
believes that foreign banks operating in China should
be treated in the same way that Chinese banks are
treated when they establish themselves in Europe.

Section Five: Financial Services

Comprehensive Agreement on Investment (CAI)
The working group acknowledges the efforts of the
authorities in implementing parts of the Third Plenum’s
Decision,  for instance, in areas such as deposit
insurance, formation of the RMB exchange rate based

Policy and Market Developments

on market based criteria, and interest rate liberalisation.
There have also been certain developments towards

up and liberalisation of the financial sector. The most
VLJQL¿FDQWRIWKHVHDUHOLVWHGEHORZ

the opening up of China’s financial services sectors,
although it needs to be seen how these will be
implemented in practice. However, in terms of market

 7KHVWDUWRIWKH(8&KLQD&$,QHJRWLDWLRQV-DQXDU\

 &KLQDDOORZVFURVVERUGHUVWRFNLQYHVWPHQWEHWZHHQ

share foreign banks are still far below the minimum
five to eight per cent for foreign banks, which is

6KDQJKDLDQG+RQJ.RQJ$SULO
 CBRC release guidelines on trust companies, April





In the past year, the working group has seen a number
of developments that have created high expectations
among its members regarding the further opening

&ODHVVHQV 6WLMQ  YDQ +RUHQ 1HHOWMH )RUHLJQ %DQNV 7UHQGV ,PSDFW DQG
)LQDQFLDO 6WDELOLW\ ,QWHUQDWLRQDO 0RQHWDU\ )XQG -DQXDU\  YLHZHG  rd



-XQHKWWSZZZLPIRUJH[WHUQDOSXEVIWZSZSSGI!
7KH7KLUG 3OHQXP RI WKH th National Congress of the Communist Party of
&KLQD&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKD
decision laying out new economic and policy initiatives – the Decision.

SUHVVUHOHDVHB,3BHQKWP!
 &KLQD WR DOORZ FURVVERUGHU +RQJ .RQJ 6KDQJKDL VWRFN LQYHVWPHQW
Reuters th$SULO  YLHZHG th$SULO  KWWSZZZUHXWHUVFRP
DUWLFOHFKLQDFURVVERUGHULG86/71-!
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

Status

Foreign banks face restrictions to their organic
Establishing a unified, open, competitive

DQGQRQRUJDQLFJURZWKZKLFKFRQVLGHUDEO\OLPLWV

and orderly market system is the basis for

their market share and contribution to the Chinese

the market to play a decisive role in the

HFRQRP\)RUHLJQHQWLWLHVDOVR¿QGLWPRUHGLI¿FXOW

allocation of resources.

to access funding for their operations compared to
domestic entities.

Relaxing control over investment access.

7KHLQGXVWU\UHPDLQVRYHUUHJXODWHGZKHQLWFRPHV

We will have the same laws and regulations

to investments, especially regarding limitations

on Chinese and foreign investment, and

on investment in domestic players, setting up

keep foreign investment policies stable,
transparent and predictable.

operations or obtaining licences (i.e. restrictions on
RZQHUVKLSVHWWLQJMRLQWYHQWXUHV 

… improve the government organisational

A lack of coordination among the various

structure, function composition and work

authorities results in laws and regulations being

procedures so that we will have a good

applied and interpreted differently. This leads to

DGPLQLVWUDWLYHV\VWHPZLWKGHFLVLRQPDNLQJ

GLI¿FXOWLHVLQXQGHUVWDQGLQJKRZWRIXOO\FRPSO\


 Implementing rules of the China (Shanghai) Free

$GPLQLVWUDWLYH/LFHQVLQJRI)RUHLJQ%DQNV, September

7UDGH=RQHGXULQJVXFKDVFURVVERUGHU50%
payment and forex management.

branch in each Chinese city and the minimum operating
FDSLWDOIRUVHWWLQJDVXEEUDQFKZDVDEROLVKHG
 The PBOC announce the new Deposit Insurance,

 New nine initiatives (NNIs) for efficient capital
PDUNHWVE\0D\
 Regulators lower the threshold for banks to enter
the foreign exchange market and remove a layer of
DSSURYDOV-XQH
 China gives the green light to three banks wholly

IRUWKH&1<DJDLQVWWKH8QLWHG6WDWHV'ROODU 86' 
LQRYHUWKHFRXQWHUGHDOVZLWKFOLHQWV-XO\
 The CBRC releases Implementation Rules for
 &KLQDWDUJHWVWUXVW¿UPVLQVKDGRZEDQNFUDFNGRZQ5HXWHUVth$SULO
YLHZHG st$SULO  KWWSZZZUHXWHUVFRPDUWLFOHXVFKLQD
UHJXODWLRQVVKDGRZEDQNLQJLG86%5($'+!
 Capital market initiatives to have profound impact ;LQKXDQHW 1HZV  th
0D\  YLHZHG  $SULO  KWWSQHZV[LQKXDQHWFRPHQJOLVK
st

FKLQDFBKWP!
 China gives green light for three private banks, Reutersth-XO\YLHZHG
RQst$SULOKWWSZZZUHXWHUVFRPDUWLFOHFKLQDEDQNLQJ
LG86/149!
 /X -LDQ[LQ  6ZHHQH\ 3HWH China frees retail yuan exchange rate in
move towards convertibility, Reuters  rd  -XO\  YLHZHG  th April,
 KWWSXNUHXWHUVFRPDUWLFOHXNFKLQDHFRQRP\I[
LG8..%1)+5!

'HFHPEHU  ,Q 'HFHPEHU   WKH 6WDWH
Council released the $PHQGPHQWV WR WKH )RUHLJQ
Bank Administrative Regulations of China (Circular
  ZKLFK IXUWKHU RSHQ IRUHLJQ EDQNV  PDUNHW
accessE\
 No longer requiring them to allocate a minimum
RI &1<  PLOOLRQ ZRUNLQJ FDSLWDO WR WKHLU &KLQD
branches;
 No longer requiring a representative office as a
SUHFRQGLWLRQIRUVHWWLQJXSDIRUHLJQLQYHVWHGEDQN
or branch; and
 Reducing the requirement of having had to have
operated business in China for three years, with
 ,PSOHPHQWDWLRQ 5XOHV IRU$GPLQLVWUDWLYH /LFHQVLQJ IRU )RUHLJQ %DQNV, China
%DQNLQJ 5HJXODWRU\ &RPPLVVLRQ th 6HSWHPEHU  YLHZHG st April,
KWWSZZZFEUFJRYFQFKLQHVHKRPHGRF9LHZ(%&$''
%)'KWPO!
 Ng, Eric, 3%2&XQYHLOVGHSRVLWSURWHFWLRQVFKHPHZLWK\XDQFRYHUDJH
South China Morning Postst'HFHPEHUYLHZHGnd$SULOKWWS
ZZZVFPSFRPEXVLQHVVEDQNLQJILQDQFHDUWLFOHSERFXQYHLOV
GHSRVLWSURWHFWLRQVFKHPH\XDQFRYHUDJH!
 *RYHUQPHQW HDVHV UXOHV IRU IRUHLJQ EDQNV LQ QDWLRQ *OREDO 7LPHV  nd
'HFHPEHU  YLHZHG  th$SULO  KWWSHQSHRSOHFQEXVLQHVV
QFKWPO!
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funded with capital from private firms, to be the
FRXQWU\ V¿UVWSULYDWHOHQGHUV-XO\
 Banks are allowed to set their own exchange rates

±IRUHLJQEDQNVFDQRSHQPRUH WKDQ RQHVXE

profits for two consecutive years before applying

WKHWKUHH\HDUZDLWLQJSHULRGIRUWKH50%OLFHQFHDQG

for the RMB business licence.
 The CBRC release the Implementing Rules for the
Administrative Regulations of the People's Republic

subsequent RMB clearing facility has been shortened
to one year and the precondition for the RMB licence

RI&KLQDRQ)RUHLJQ,QYHVWHG%DQNV (Revised Draft

cancelled. This change is a big step into the right

IRU&RPPHQWV 0DUFK
 2Qth-XQHWKH6WDWH&RXQFLOLVVXHGDGUDIW
SURSRVDOWRUHOD[WKHORDQWRGHSRVLWUDWLRRISHU

direction and due to this reason the working group has
decided to remove the key recommendation that dealt

to show profits for two consecutive years has been

with this issue from this year’s position paper.



cent. The working group welcomes this proposal
and considers this as a very positive development.
This ratio has a significant impact on overall

Nevertheless the working group hopes that the new
regulation will also in practice improve the speed and

RSHUDWLRQVDQGORDQJURZWKLQSDUWLFXODURIORFDOO\

transparency of the general licence approval processes

incorporated foreign banks and is a barrier to other

for the foreign banking in China.

foreign banks considering incorporation.
Another important development during this year was
the 1RWLFH RQ WKH 3URPRWLRQ *XLGHOLQHV IRU %DQNLQJ
Applications of Secure and Controllable Information
7HFKQRORJ\ ± (&%5& *XLGHOLQHV). The
European Chamber appreciates the open and
constructive dialogues that it has had with the Chinese
authorities in order to clarify these guidelines and it
welcomes the temporary suspension of the guidelines
LQ  )RUHLJQ EDQNV DUH FRPPLWWHG WR WKH KLJKHVW
standards of security for their information technology
(IT) systems and believe that an open procurement
environment leaves banks with the choice of selecting
the best and most secure hardware and software that is
globally available.

Section Five: Financial Services

The Decision states as one of its goals the development
of the financial industry and capital markets in China.
Through the observations and recommendations of
this position paper, the Banking and Securities Working
Group wants to contribute to this process. For this
reason, the members of the working group are also
eager to hold more frequent meetings with China’s
ILQDQFLDO UHJXODWRUV LQ RUGHU WR FRQWULEXWH WKHLU NQRZ
KRZDQGH[SHUWLVHWRWKHGHYHORSPHQWRIWKH¿QDQFLDO
sector.

Key Recommendations
1. Restraints Affecting Non-Organic Growth
Lift Restrictions on Ownership and Business Scope
Concern
Foreign banks, securities and fund management
companies are subject to a number of rigid market
access restrictions in terms of ownership and business
scope.
Assessment
Foreign banks in China are subject to rules that set
D  SHU FHQW RZQHUVKLS OLPLW LPSRVHG RQ DQ\ VLQJOH
foreign investor into a Chinese bank (with a cap of total
IRUHLJQ RZQHUVKLS DW  SHU FHQW 7KHVH OLPLWV ZHUH
implemented in conjunction with China’s entry into the
:RUOG7UDGH 2UJDQLVDWLRQ :72  LQ  DQG KDYH
been kept ever since. The limitations have restricted
foreign banks’ capacity to grow in the Chinese market,
ZKLFK LV HYLGHQFHG E\ WKHLU WRWDO PDUNHW VKDUH RI 
SHUFHQWE\WKHHQGRI,QFRQWUDVWWKH¿YHODUJHVW
Chinese commercial banks are increasingly acquiring
or investing in foreign banks in Europe and elsewhere
without similar ownership restrictions and without these
foreign banks being deprived of their status as domestic
banks in their respective countries of operation.

Finally, the working group welcomes and recognises
the improvements resulting from the implementation of
the Administrative Regulations of the People's Republic
RI &KLQD RQ )RUHLJQ,QYHVWHG %DQNV >@ 1R ,
HIIHFWLYH RQ st -DQXDU\ $PRQJ RWKHU FKDQJHV
 +XJKHV -HQQLIHU  :LOGDX *DEULHO &KLQD PRYHV WR VFUDS ORQJKHOG FDS RQ
ORDQWRGHSRVLW UDWLR )LQDQFLDO 7LPHV  th -XQH  YLHZHG  th June,
 KWWSZZZIWFRPFPVVDGHFEGEG
KWPOD[]]H]T0:!
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,Q 0D\  LW ZDV DQQRXQFHG WKDW WKH FHLOLQJ IRU
IRUHLJQ RZQHUVKLS LQ MRLQW YHQWXUH -9  VHFXULWLHV DQG
IXWXUHV EURNHUDJHV ZRXOG EH UDLVHG IURP  SHU FHQW
WRSHUFHQW+RZHYHUGHVSLWHWKHSURPRWLRQRIWKH
services sector in China being stated as one of the
primary goals of the 12 th )LYH<HDU 3ODQ )<3  WKH
QHZO\UHYLVHG )RUHLJQ ,QYHVWPHQW &DWDORJXH included
very little regarding further opening up of financial
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services to foreign institutions.

both the bank and the regulator and do not provide

7KHEXVLQHVVVFRSHRIDVHFXULWLHVMRLQWYHQWXUH 6-9 

VXI¿FLHQWLQIRUPDWLRQRQWKHIXWXUHVWUDWHJLFGLUHFWLRQRI
the bank.

is limited to underwriting and distributing securities.
)RUEURNHUDJHVHUYLFHV6-9VDUHUHVWULFWHGWR%VKDUH

)XUWKHUPRUHWKHRI¿FLDOZRUGLQJRIWKHUHJXODWLRQVGRHV

trading (which would also be subject to the State
Administration of Foreign Exchange’s (SAFE’s) foreign

not always lead to clear interpretation. Banks often
lack a thorough understanding of how many branches

exchange operation permit). In comparison with the

they can apply for each year, and how concurrent

business undertaken by a domestic securities company

applications will be treated. This uncertainty is contrary

there are other limitations, for example, warrants,
FRQYHUWLEOHV H[FKDQJHWUDGHG FRPPRGLWLHV RSWLRQV

to China’s objective of increasing foreign participation
DQGGHYHORSLQJWKHEDQNLQJVHFWRULQZHVWHUQDQGQRUWK

VHFXULWLHVOHQGLQJDQGPDUJLQ¿QDQFLQJDOORIZKLFKDUH

eastern provinces. European banks have an interest

LQDFFHVVLEOHWR6-9V

in expanding into western China; however many may
be reluctant to apply for branches if these risks cause

Recommendations
 A l l o w f o r e i g n b a n k i n g , s e c u r i t i e s a n d f u n d

unplanned delays to their expansion strategies in the
eastern provinces.

management enterprises to compete on an equal
footing with domestic institutions, including ownership
structures and access to all lines of business.

While the working group understands the need for

 Allow foreign banks to acquire equity stakes of more
WKDQ  SHU FHQW IRU VLQJOH IRUHLJQ VKDUHKROGHUV 

VWUDWHJLF DSSURDFK ZKHUHE\ PXOWLSOH EUDQFK DQG VXE
branch applications will be allowed on an annual

DQGSHUFHQW IRUPXOWLSOHIRUHLJQVKDUHKROGHUV LQ

EDVLV LQ RUGHU WR IDFLOLWDWH WKH ORFDOO\LQFRUSRUDWHG

local Chinese banks.
 $OORZIRUHLJQVHFXULWLHV¿UPVWRVHWXSSHUFHQW

bank’s branch network expansion strategies in a more
transparent and planned manner. Consequently, this will

RZQHG VHFXULWLHV VXEVLGLDULHV LQ &KLQD ZLWK D IXOO
securities licence comparable to that of local Chinese

DOORZORFDOO\LQFRUSRUDWHGEDQNVWRVWUDWHJLFDOO\H[SDQG
WKHLUEUDQFKDQGVXEEUDQFKQHWZRUNLQDPRUHWLPHO\

securities firms and acquire equity stakes of more

DQGHI¿FLHQWPDQQHU

WKDQSHUFHQWRIORFDO&KLQHVHVHFXULWLHV¿UPV
 $OORZIRUHLJQIXQGPDQDJHPHQW¿UPVWRVHWXS

detailed submissions, it recommends a planned

Chinese banks setting-up operations in Europe
The Member States’ regulations on this matter

in China with a full fund management licence
FRPSDUDEOHWRORFDO&KLQHVHIXQGPDQDJHPHQW¿UPV

are based on European Directives that have to
be transposed into their national legal systems in

DQGDFTXLUHHTXLW\VWDNHVRIPRUHWKDQSHUFHQW
RIORFDO&KLQHVHIXQGPDQDJHPHQW¿UPV

order to establish a harmonised framework. The
EDVLF UXOH LV WKDW WKH OLFHQFH DSSURYDO KDV D VLOHQW
tacit authorisation after a certain period of time (i.e.

2. Restraints Affecting Organic Growth
2.1

Allow Easier Branch/Sub-Branch and Business
Expansion

Concern
Foreign banks face difficulties in business planning
and resource management due to a complex system
RIVXEPLVVLRQVWRH[SDQGWKHLUEUDQFKDQGVXEEUDQFK
network.

GD\VLQWKHFDVHRIPRVW(XURSHDQ8QLRQ (8 
Member States) from the moment of application.
Although there could be a need for requesting more
than one licence if different banking businesses are
covered, each of them follow the same terms.
Case of ICBC in Europe
,&%& RSHQHG WKHLU 0LODQ %UDQFK RQ st January,
 ,Q WKDW VDPH ZHHN LW RSHQHG IRXU RWKHU
branches in Madrid, Amsterdam, Paris and Brussels.

Assessment
There are a number of complex and often unnecessary
submissions that need to be made in order to expand

With regards to the Milan Branch, the time taken
to obtain the licence was one month. This is due

D ORFDOO\LQFRUSRUDWHG EDQN¶V EUDQFK DQG VXEEUDQFK
QHWZRUN7KHVH VXEPLVVLRQV DUH WLPHFRQVXPLQJ IRU

to the fact that European regulations allow the
establishment of a subsidiary with much shorter
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SHUFHQWRZQHG IXQG PDQDJHPHQW VXEVLGLDULHV

application procedures when that entity has already

UXOHV IRU FRUSRUDWH ERQGV LQ  +RZHYHU RQO\

been established in another EU country.

RQH IRUHLJQLQYHVWHG EDQN KDV EHHQ JUDQWHG D VXE
XQGHUZULWHUOLFHQFHE\WKH1$)0,,E\HQGRI7KH

If ICBC wanted to set up a new independent branch

NAFMII optimised the application scoring mechanism

DV RSSRVHG WR D VXEEUDQFK GHSHQGHQW RQ WKH

and accepted the application of several foreign banks in

/X[HPERXUJVXEVLGLDU\ LWZRXOGKDYHWRZDLWIRUD
period of around seven months—a period still shorter

1RYHPEHU+RZHYHUQROLFHQVHKDVEHHQJUDQWHG

than that faced by foreign banks in China.

applicants without a demonstrable track record were

to any foreign banks since then, while a number of local
DSSURYHG7KHUHVXOWVRIWKHVFRULQJEDVHGUHYLHZKDYH

Recommendations

not been transparently communicated with the foreign
banks, and it is unclear why they failed and what

 (QDEOHORFDOO\LQFRUSRUDWHGEDQNVWRSURYLGHDQQXDO

LPSURYHPHQWRUTXDOL¿FDWLRQLVIXUWKHUQHHGHGLQRUGHU

PDVWHUSODQVIRUEUDQFKDQGVXEEUDQFKH[SDQVLRQ

to receive an approval.

WREHSUHDJUHHGLQSULQFLSOH
 $OORZPXOWLSOHVLPXOWDQHRXVEUDQFKDQGVXEEUDQFK
expansion submissions.

Working group members welcome the efforts made so
far by financial regulators to establish a strong liquid
domestic bond market. The working group supports

2.2 Increase Access to the Bond Underwriting Market

WKH JRYHUQPHQW LQ LWV VWHSE\VWHS DSSURDFK EXW DW

Section Five: Financial Services

the same time, would like to encourage regulators to
Concern
Access to the bond underwriting market is difficult to

lower the access criteria for foreign banks with strong

obtain and subject to a number of strict limitations that

approval process and grant faster access to qualified

are not always transparent.

foreign banks.

Assessment
Chinese Government Bond (CGB) underwriting is under
the scope of the Ministry of Finance (MOF), the PBOC

The willingness to give access to the onshore domestic

and the China Securities Regulatory Commission
&65& 7KHUH DUH DERXW  PHPEHU EDQNV RI &*%

domestic interbank bond market. Foreign banks can
bring their expertise and technology to this market.

underwriting in total, of which only three are foreign.

Allowing foreign banks to fully participate in the

6LQFHWKH¿UVWIRUHLJQEDQNREWDLQHG&*%XQGHUZULWLQJ
PHPEHUVKLS LQ  RQO\ WZR RWKHUV KDYH EHHQ

underwriting will offer domestic issuers more choices,
OHDGLQJ WR PRUH FRVWHIIHFWLYH RSWLRQV H[SDQGHG

JUDQWHG WKLV LQ HDUO\   6SHFLILF UHTXLUHPHQWV IRU
membership are given in written form, but regulators
also apply stricter criteria to keep the total number

distribution channels, improved quality of service to
clients and will encourage foreign banks to accelerate

credentials in other markets, give more clarity to the

interbank market for foreign investors is clearly a very
progressive step towards improving the liquidity of the

WKHUHTXLUHGWUDQVIHURINQRZKRZ

XQGHUDQGWKHVHDUHQRWGLVFORVHG
The PBOC bills underwriting market is only open to

In the long run, the regulators may consider stopping
the licensing practice to allow issuers to freely choose

players with Primary Dealer (PD) certification. It has
been stated that the total number of PDs would not

issuing agencies in the market while the regulators can
focus on updating the rules and ensuring compliance.

change as the current number is already large by
international standards. There are strict requirements
to become a qualified PD, and again, in practice, the

Recommendations
 Grant foreign banks the same rights as local banks,

actual requirements are stricter than those given in
written form. Also, the requirements are even stricter
IRUIRUHLJQEDQNVWKDQIRUGRPHVWLFRQHV2XWRIWKH

as is practice in the EU.
 /RZHU WKH DFFHVV FULWHULD IRU IRUHLJQ EDQNV DQG
accelerate the approval of foreign banks and

current PDs, only three are foreign banks.
The National Association of Financial Market
Institutional Investors (NAFMII) issued new underwriting
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bank market.
 Build the basic framework of a normal liquid
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JRYHUQPHQW ERQG PDUNHW ZLWK DFWLYH DQG OLTXLG

liquidity ratio requirement limits the available funding for

government bond futures markets; a broad range of
liquid Over the Counter (OTC); a broad and active

clients.

investor base, both onshore and offshore; and

Removing the foreign currency quotas would

competitive tax rates.

certainly support the development of Shanghai as an
international financial centre and, by helping Chinese

2.3

Remove the Foreign Debt Quota

exporters and importers to get less expensive trade
¿QDQFLQJDOVRVXSSRUW&KLQD¶VIRUHLJQWUDGH

Concern
7KHOLPLWDWLRQVLPSRVHGE\WKHVKRUWWHUPDQGORQJWHUP

%HVLGHV WKH IRUHLJQ GHEW TXRWDV RI EDQNV IRUHLJQ

foreign debt quotas and the foreign guarantee quota

invested companies are very much restricted in

are an obstacle to serving businesses with genuine

their financing possibilities through their foreign debt

¿QDQFLQJQHHGV

TXRWD7KLV V\VWHP ZDV LQWURGXFHG LQ  EXW ZLWK
the development of the Chinese economy it is now

Assessment
,Q UHFHQW \HDUV WKH 6$)(²UHVSRQVLEOH IRU WKH VKRUW

LQDGHTXDWH IRU WKH FXUUHQW ILQDQFLQJ QHHGV RI IRUHLJQ
invested companies in China. Furthermore, no similar

term foreign debt quota and the foreign guarantee
quota—and the National Development and Reform
&RPPLVVLRQ 1'5& ²UHVSRQVLEOH IRU WKH ORQJWHUP

restrictions are imposed on Chinese banks operating

foreign debt quota—have maintained strict foreign debt
and guarantee quota limits. This limitation goes against

European banks from expanding in China.

the trend of increasing foreign direct investment (FDI)

 Direct financing through foreign shareholder loans

that is the core activity of foreign banks and against

are restricted through the foreign debt quota
RI IRUHLJQLQYHVWHG FRPSDQLHV 7KHVH TXRWDV

the trend of increasing expansion abroad by Chinese
corporates. It also makes foreign currency funding
unnecessarily expensive for foreign and Chinese
enterprises.

in Europe, which is a clear demonstration of uneven
treatment of European banks – the rules hinder

are consumed if the foreign financing in foreign
exchange has a term longer than one year or is
currently consumed by any foreign loan in RMB.
Once the foreign debt quota is consumed, it cannot

The access to liquidity provided by foreign currency
importance for proper and prudent asset and liabilities
management. Foreign banks are concerned about

VPDOO DQG PHGLXPVL]H HQWHUSULVHV 60(V  ZLWKLQ
China, often depends on collaterals by guarantee

IXQGLQJ JHQXLQH WUDGHUHODWHG ILQDQFLQJ DV WKH
onshore foreign currency market is at a comparative
disadvantage to the offshore market due to a lack of

of foreign banks or their parent companies. Since
foreign guarantees to secure this financing are
counted indirectly in the individual foreign debt

liquidity for tenors above one week.
The working group commends the regulations that have

quota, methods of local financing are also strongly
OLPLWHGWKXVPDNLQJLWLPSRVVLEOHIRUIRUHLJQLQYHVWHG
companies that have already used their foreign

EHHQ SURPXOJDWHG WR UHPRYH OHQGLQJ IRU OHVV WKDQ 
GD\VIURPWKHTXRWDIRUWUDGHUHODWHGXVHV%DQNVDUH

debt quota to obtain local financing with a foreign
guarantee.

willing to move towards onshore funding. However,
unless the onshore market presents a competitive and
liquid position at tenor, up to at least one year, banks in

Recommendation
 Remove the foreign debt quota and guarantee
TXRWDVIRUIRUHLJQ¿QDQFLDOLQVWLWXWLRQVLQ&KLQD

China will depend on access to the international market.
Clients that have genuine foreign currency funding
needs currently see their related costs significantly

2.4

increasing because foreign banks are unable to support
WKHLUIRUHLJQFXUUHQF\IXQGLQJUHTXLUHPHQWVIURPLQWHU

Concern

group sources.
Not only are the small quotas a burden, the additional

7KHQHWRIORQJWHUPERUURZLQJV¿QDQFHGIURPRYHUVHDV
branches are treated as current liabilities, which

Review Prudential Ratios
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interbank international markets is of paramount

be renewed under the current regulations.
 )LQDQFLQJIRUIRUHLJQLQYHVWHGFRPSDQLHVHVSHFLDOO\

unnecessarily reduces the liquidity ratio, as the current
DVVHWVRQO\FRYHUVKRUWWHUPOHQGLQJ

2.6

Allow Financial Institutions Flexibility in the
Adaptation of Their Local Set-up, Making it
Possible to Downsize or Exit Some Activities or

Assessment

8QSUR¿WDEOH6HJPHQWV/RFDWLRQV

The purpose of liquidity ratios is to ensure a bank’s
DELOLW\ WR SD\ VKRUWWHUP REOLJDWLRQV 7R DFKLHYH WKLV
in an efficient manner it is essential that the ratio

Concern
While applying for new licence(s) is a long and complex

captures actual solvency. It is international practice to

process, the process of exiting some activities is

compare assets and liabilities with the same tenor. In

even more complex and lacks clear rules. As a result,

the absence of large retail customer deposits, foreign

financial institutions are often forced to continue

banks, especially smaller branches, rely on overseas

providing banking services even though there is no

LQWUDJURXSIXQGLQJLQFOXGLQJORQJWHUPERUURZLQJ

more group support.

(YHQ KDQGOHG XQGHU WKH ORQJWHUP IRUHLJQ GHEW TXRWD
RIWKH1'5&LQ&KLQDWKHQHWRIORQJWHUPERUURZLQJV

Assessment
7ZRFRQFUHWHH[DPSOHV

from overseas branches is treated as current liability.

 +DYLQJREWDLQHGDOLFHQVHIRUDEUDQFKLQDSURYLQFH

This reduces the liquidity ratio in an unfair way, although

it is almost impossible to close it, even if after

no immediate demand for repayment is given.

VHYHUDO\HDUVLWKDVQRWEHFRPHSUR¿WDEOH)LQDQFLDO

No similar rules are imposed on Chinese banks
operating in Europe.
Recommendation
 5HPRYH WKH QHW RI ORQJWHUP ERUURZLQJV IURP
overseas branches from current liabilities, to
compare assets and liabilities with the same tenor
and ensure equal treatment for Chinese and foreign
banks.
2.5

term commitment to the province and maintain an
RYHUO\ODUJH PLQLPXP VHWXS ± XVXDOO\ DURXQG 
SHRSOH LQFOXGLQJ EUDQFK PDQDJHU GHSXW\EUDQFK
manager, operations, compliance, finance and
relationship managers.
 7KHVDPHDSSOLHVWRQHZSURGXFWVRUFOLHQWVHJPHQWV
exit barriers are important as financial institutions
are prohibited from selling some portfolio (basically,
FOLHQWFRQVHQWLVUHTXLUHGDQGDWULSDUWLWHDJUHHPHQW

Address Funding Limitations in the China

needs to be signed), transferring some assets to

Foreign Exchange Trade System Interbank
Market

other institutions, or ceasing some activities for which

Concern
Section Five: Financial Services

LQVWLWXWLRQV DUH H[SHFWHG WR GHPRQVWUDWH WKHLU ORQJ

Access to the China Foreign Exchange Trade System
(CFETS) interbank market is limited to two times the
RMB capital of banks in China. Foreign bank branches,

a licence had been obtained.
([LWEDUULHUVDUHOHDGLQJIRUHLJQLQVWLWXWLRQVWREHQRQ
performing in China and reducing their risk appetite
to explore opportunities in new locations, clients or
products.

by nature, have limited RMB capital in China and are
therefore impacted heavily by this regulation.

For this purpose, there should be comprehensive

Assessment

JXLGHOLQHVIRUVHOOLQJRUFORVLQJEXVLQHVVZLWKDVWHSE\
VWHSDSSURDFKWKDWWDNHVWKHIROORZLQJLQWRFRQVLGHUDWLRQ

The two times capital restriction is preventing many
foreign banks from more active participation in this
PDUNHW /LIWLQJ WKH UHVWULFWLRQ ZRXOG UHVXOW LQ D PRUH

 A minimum investment period before the decision to
restructure or close is possible.
 Restructuring of branches with minimum set up (like

DFWLYHDQGOLTXLG50%LQWHUEDQNPDUNHWWKDWZLOOEHQH¿W
all banks.
Recommendation
 Remove the two times capital limitation for all banks
in China.
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DUHSRI¿FH WRRSWLPLVHFRVWV
 Setting timelines for government or regulators to
organise it.
 Two years trial for sell down (better for clients).
 Systematic authorisations after two years.
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Recommendation
 3XEOLVKFRPSUHKHQVLYHJXLGHOLQHVIRUVHOOLQJFORVLQJ
DEXVLQHVVZLWKDVWHSE\VWHSDSSURDFK

Abbreviations
ABC

Agricultural Bank of China

BOC

Bank of China

BoCom

Bank of Communications

CBRC

China Banking Regulatory Commission

CCB
&'
CDB

China Construction Bank


CFETS

China Foreign Exchange Trade System

CGB
&1<

&HUWL¿FDWHVRI'HSRVLWV
China Development Bank
Chinese Government Bonds



&KLQHVH<XDQ FXUUHQF\

CSPFTZ

China (Shanghai) Pilot Free Trade Zone

CSRC
FDI

China Securities Regulatory Commission
Foreign Direct Investment

)<3



ICBC

)LYH<HDU3ODQ
Industrial and Commercial Bank of China

-9



-RLQW9HQWXUH

/'5
MOF



/RDQWR'HSRVLW5DWLR
Ministry of Finance

MSE

Micro and Small Enterprise

NAFMII

National Association of Financial
Market Institutional Investors

NDRC

National Development and Reform

NNIs

Commission
New Nine Initiatives
Organisation for Economic Cooperation
and Development

OTC
PBOC
PD

Over the Counter
People’s Bank of China
Primary Dealer

RMB

Renminbi

SAFE
6&/$2 

State Administration of Foreign Exchange
6WDWH&RXQFLO/HJLVODWLYH$IIDLUV2I¿FH

6-9
WTO

6HFXULWLHV-RLQW9HQWXUH
World Trade Organisation
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Consumer Finance and Non-Banking Financial
Institutions Working Group
Key Recommendations
1. Financial Innovation
1.1 Clarify the Scope for Financial Innovation
 ,VVXHFOHDUUHJXODWLRQVIRUWKHSHHUWRSHHU 33 OHQGLQJVHFWRUDQG,QWHUQHW¿QDQFHE\WKHHQGRI

 &ODULI\ WKH EXVLQHVV VFRSH HQWU\ FRQGLWLRQV QDWLRQDO H[SDQVLRQ EXVLQHVV PRGHO DQG ULVN
management of these kinds of online lending businesses.
1.2 Clarify the Openings Available to Foreign Players
 5HOHDVHFOHDUUHJXODWLRQVZLWKUHJDUGVWRIRUHLJQHQWHUSULVHVRSHUDWLQJLQWKH33VHFWRU

2. Licence Expansion
2.1 Adjust the Criteria for Assessing the Financial Standing of the Foreign Parent Company
 'HILQH WKH SDUHQW FRPSDQ\¶V ILQDQFLDO VWDQGLQJ DFFRUGLQJ WR HTXLW\ UDWLRV WKDW DVVHVV ILQDQFLDO
soundness, relying less on asset size.
 ,QFOXGH LQ WKH UHJXODWLRQ WKH SRVVLELOLW\ IRU SDUHQW FRPSDQLHVJURXSV WR TXDOLI\ RQ WKH EDVLV RI
UHWDLOLQJ WXUQRYHU IRU UHWDLOHURZQHG ILQDQFLDO LQVWLWXWLRQV  DV DQ DOWHUQDWLYH WR DVVHW VL]H D
balance sheet indicator not relevant to the retail industry).
2.2 Relax the Requirement for Previous Presence of the Non-Banking Financial Institution
(NBFI) Investor in the Chinese Market
 5HOD[UHSUHVHQWDWLYHRI¿FHUHTXLUHPHQWVIRURYHUVHDV1%),V
 6XEVWLWXWH WKH IRUPDOLVHG EUDQFK RU UHSUHVHQWDWLYH RIILFH UHTXLUHPHQW IRU FRQVXPHU ILQDQFH
companies (CFCs) with a requirement to prove reasonably that the potential overseas investor
KDVVXI¿FLHQWO\DQDO\VHGWKH&KLQHVHPDUNHW
2.3 Allow and Encourage NBFIs to Apply and Obtain Credit Card Issuing Licences
 3URYLGH DQ H[SOLFLW SDWK IRU FUHGLW FDUG OLFHQFH DSSOLFDWLRQV E\ SHUIRUPLQJ 1%),V SDUWLFXODUO\
CFCs.

3. Funding
3.1 Adopt Measures to Further Expand Domestic Funding Resources for NBFIs
Section Five: Financial Services

 $OORZ&)&VWRFRQGXFWFUHGLWDVVHWWUDQVIHUVDQGFRQWLQXHWRVHUYLFHWKHSRUWIROLR
 $EROLVK WKH UDWLR EHWZHHQ WRWDO FDSLWDO DQG LQWHUEDQN ERUURZLQJ IXQGV VR DV WR LPSURYH WKH
borrowing potential and liquidity management.
 /RZHUWKHWKUHVKROGVIRUERQGLVVXDQFHSDUWLFXODUO\IRUDXWR¿QDQFHFRPSDQLHV $)&V 
3.2 Allow NBFIs to Receive Direct Financing or Guarantees from their Foreign Shareholders
and to Borrow from Overseas Financial Institutions
 $OORZ&)&VWRUHFHLYHGLUHFW¿QDQFLQJRUJXDUDQWHHVIURPWKHLUIRUHLJQVKDUHKROGHUV
 $OORZ$)&VWRGLUHFWO\REWDLQORDQVIURPRYHUVHDVVKDUHKROGHUVRURWKHUJURXSFRPSDQLHVZLWK
the approval of the State Administration of Foreign Exchange (SAFE), and without the need of a
ZKROO\&KLQHVHRZQHGVXEVLGLDU\

4. Relax Prudential Requirements on NBFIs for Issuing Small-sum Loans to
Individuals via Online Channels
 $EROLVKWKHUHTXLUHPHQWIRU1%),VWRFRQGXFWIDFHWRIDFHLQWHUYLHZVZLWKERUURZHUV
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 (QDEOHIXOORQOLQHORDQJUDQWLQJE\1%),VLQFDVHVZKHUHWKH\KDYHVXI¿FLHQWPHDQVWRFRQ¿UPWKH
identity of the borrower (such as utilising big data and transaction history), and impose a maximum
OLPLWRQORDQVLVVXHGRQOLQHZLWKRXWDIDFHWRIDFHLQWHUYLHZ HJ&KLQHVH<XDQ &1< SHU
borrower) to cap any systemic risks and possible abuse of online loans for illegal purposes.

Introduction to the Working Group
7KH &RQVXPHU )LQDQFH DQG 1RQ%DQNLQJ )LQDQFLDO
Institutions (NBFIs) Working Group was established in
 ,W LQFOXGHV OHDGLQJ (XURSHDQ FRQVXPHU ILQDQFH
specialists who operate in China consumer finance

strong interest from both domestic and foreign entities.
With the ongoing CFC licensing process, we can expect
QHZSOD\HUVWRVWDUWRSHUDWLQJLQDOOQHZSLORWFLWLHV
GXULQJWKHFRXUVHRI,QRUGHUWRDFKLHYHORQJWHUP
sustainability and to promote healthy competition in the

companies (CFCs), auto finance companies (AFCs),

consumer finance industry, there is a need for further
liberalisation for both new and existing CFCs, notably

small loan companies and other entities engaged in
consumer finance services in cooperation with third

when it comes to funding and operational processes.

parties (e.g. guarantee companies). The establishment
of the working group is a reflection of the importance
RIWKHHPHUJLQJFRQVXPHU¿QDQFHLQGXVWU\LQ&KLQDDV
well as its relevance to major policy objectives of the
State Council and the attention that European players
attach to this agenda.

At the same time, the working group has seen a
number of developments relating to Internet finance
regulation, including the drafting of the guiding opinions
on mobile and Internet payments. This provides a useful
basis for the regulatory and supervisory framework for
,QWHUQHW¿QDQFH LQFOXGLQJSHHUWRSHHU 33 OHQGLQJ

Recent Developments

crowdfunding, etc.), expected to be released during


)ROORZLQJ WKH 7KLUG 3OHQXP RI WKH  th National
Congress of the Communist Party of China Central

7KH &RQVXPHU )LQDQFH DQG 1RQ%DQNLQJ )LQDQFLDO

Committee, the government has continued its
commitment to deepen economic liberalisation and
enhance the role of market forces so as to promote
domestic demand as the main driving force behind the
growth of the economy. Over the past year, the Chinese
Government has taken encouraging steps to liberalise

economy. It is widely believed that with the market
playing a decisive role, more Chinese consumers
will have a new understanding of loans and their
consumption will be stimulated.
,Q 1RYHPEHU  WKH &KLQD %DQNLQJ 5HJXODWRU\
Commission (CBRC) revised the Administrative
Measures on the Pilot Programme of Consumer

monitoring developments in the area of consumer
¿QDQFHDVLWLVVWLOOLQLWVLQIDQF\DQGKDVJUHDWSRWHQWLDO
in helping the government achieve its policy objectives.
Through the analysis and recommendations offered
in this position paper, the working group is willing to
contribute to the government’s goal of rebalancing
the economy and shifting it to a more sustainable and
balanced model based on domestic consumption.
The European Chamber always seeks dialogue
with the Chinese authorities that can match their
policy objectives with the advantages that European
businesses may bring due to their expertise and
knowledge. In this respect, the working group is very
keen to explore with the authorities how to cooperate in
the area of expanding domestic demand and promoting
¿QDQFLDOUHIRUPLQQRYDWLRQDQGLQFOXVLYH¿QDQFH

)LQDQFH &RPSDQLHV. The new measures, in force
VLQFH st -DQXDU\  RIILFLDOO\ OLIWHG JHRJUDSKLFDO
restrictions on CFCs’ operations and expanded the pilot
programme to new players. This decision was met with

$
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the financial sector, promote financial inclusion and
encourage innovative business models and practices,
leveraging the rapid development of China’s Internet

Institutions Working Group puts a special focus on

Third Plenum Reality Check
What did the Third Plenum’s Decision1
say?
Financial reform and market opening
reform among the main priorities.

What is the reality?

Status

There has been an expansion of the CFC pilot programme
WR  FLWLHV HQFRXUDJLQJ SULYDWH FDSLWDO WR HQWHU 7KH
licensing process for new CFC companies is almost

Rebalancing the economy towards
consumption and the service sector

complete. A number of European players (although with

as the overarching policy goal.

points above represent a positive development.

minority share) now have a presence in the market. All the

&RQVXPHU¿QDQFHFRPSDQLHVDQGRWKHU1%),VKDYHDVSHFLDO
role to play in the drive towards ‘inclusive finance’, since
‘Inclusive finance’ – a shift towards
a more equitable and high quality
growth.

they often serve clients who are underserved by traditional
bank providers. The expansion of the consumer finance
pilot programme and the rapid development of alternative
credit providers, leveraging notably online channels (with the
ongoing efforts of Chinese regulators to design appropriate
Internet banking regulations, which for the moment seem to be
going in the right direction) are all encouraging developments.
:KLOHWKH&)&LQGXVWU\LVVWLOODVWDWHRZQHGHQWHUSULVH 62( 

Fair competition and a better
business environment in China.

dominated sector (hence privileged access to information and
funding), the working group also sees a number of private
companies (including European players) taking their stake.
There is whole range of innovative companies operating via
online channels, where there is free competition – at least so
far. The working group will monitor what the new regulations
on Internet banking will bring.

Section Five: Financial Services

Equal market access.

Equal access to funding.

Given that the development of consumer finance is still
in the pilot phase, there are limits to the total number
of players in the market as well as strict geographical
restrictions for foreign companies.
)RUHLJQHQWLWLHVVWLOO¿QGLWPRUHGLI¿FXOWWRDFFHVVIXQGLQJ
for their operations compared to domestic entities.

Key Recommendations
1. Financial Innovation
1.1 Clarify the Scope for Financial Innovation
Concern
7KH ODFN RI UHJXODWLRQ LQ WKH 33 OHQGLQJ PDUNHW DQG
the undeveloped credit risk system in China creates
XQGXO\KLJKULVNVIRUFRQVXPHU¿QDQFHFRPSDQLHVDQG
consumers alike.
7KH7KLUG3OHQXPRIWKHth National Congress of the Communist Party of China
&HQWUDO&RPPLWWHHZDVKHOGLQ1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQ
laying out new economic and policy initiatives – the Decision.
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Assessment
Innovation in the financial services sector in China is
mainly about the tools and products. Mobile banking
has been well developed in China and almost all
EDQNVDQG¿QDQFLDOLQVWLWXWLRQVDUHXVLQJGLJLWDOLVDWLRQ
as a tool to attract customers, increase loyalty and to
FUHDWHPRUHUHYHQXH$VIRUWKH¿QDQFLDOSURGXFWV33
lending and crowdfunding are two of the most popular
and innovative kinds of financial service. More than
 SODWIRUPV KDYH EHHQ HVWDEOLVKHG LQ OHVV WKDQ
WKUHH \HDUV$Q HVWLPDWHG &KLQHVH<XDQ &1<  
ELOOLRQ ZDV ERUURZHG E\  PLOOLRQ 33 ERUURZHUV
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IURPLQYHVWRUVDWDQDYHUDJHLQWHUHVWUDWHRI

especially for raising capital as well as the advance

SHUFHQWLQ2XWVWDQGLQJ33ORDQVDWWKHHQGRI
WRWDOOHG&1<ELOOLRQ

tools and concepts that they can provide. Foreign
companies are well placed to bring a lot of expertise
DQG NQRZKRZ WR KHOS LQQRYDWH WKH &KLQHVH ILQDQFLDO

&KLQD¶V33OHQGLQJPDUNHWLVYHU\ODUJHDQGDWWUDFWLYH

markets, which is currently very short of the capital

to many kinds of players, such as traditional financial

needed to develop a sustainable industry.

LQVWLWXWLRQVOHDGLQJ,QWHUQHWSOD\HUVDQGVWDUWXSV5LVN
PDQDJHPHQWLVWKHPRVWLPSRUWDQWSDUWRI33OHQGLQJ

Recommendation

platforms especially as the credit system is not that

 Release clear regulations with regards to foreign

developed in China. This sector is developing very fast

HQWHUSULVHVRSHUDWLQJLQWKH33VHFWRU

LQ &KLQD DQG ZH EHOLHYH WKDW LQ  WKH PDUNHW ZLOO
become more standardised and mature.

2. Licence Expansion
2.1 Adjust the Criteria for Assessing the Financial

The CBRC is responsible for supervising financial
innovation. The CBRC encourages Internet finance
players to establish Internet financial associations
so that they can monitor and manage themselves.
7KH UHJXODWLRQ RI 33 OHQGLQJ DQG ,QWHUQHW ILQDQFH LV
currently under development. The Consumer Finance

Standing of the Foreign Parent Company
Concern
The current regulations and practices exclude some
of the best quality NBFIs from contributing to the
GHYHORSPHQWRIWKH&KLQHVHFRQVXPHU¿QDQFHPDUNHW

DQG1RQ%DQNLQJ)LQDQFLDO,QVWLWXWLRQV:RUNLQJ*URXS
hopes that the regulations will be issued during the

Assessment

VHFRQG TXDUWHU 7KH UHJXODWLRQ VKRXOG LQWHJUDWH

By focusing on minimum asset conditions for the parent
company regarding licence application, many NBFIs

international best practices that would support the
development of an international standard framework.
Recommendations
 ,VVXH FOHDU UHJXODWLRQV IRU WKH 33 OHQGLQJ VHFWRU
DQG,QWHUQHW¿QDQFHE\WKHHQGRI
 Clarify the business scope, entry conditions, national
expansion, business model and risk management of

are unable to enter the consumer market. Only those
financial requirements regarding NBFI shareholders
are necessary to achieve the objectives of financial
market stability and supervision should apply. Currently,
1%),VIDFHKLJK¿QDQFLDOWKUHVKROGVIRUWKHLURSHUDWLRQV
HJ WKH PLQLPXP UHTXLUHPHQW RI &1<  ELOOLRQ IRU
shareholder’s assets in the case of CFCs). However,
DVVHWVL]HLVQRWWKHEHVWIDFWRUWRLQGLFDWHWKH¿QDQFLDO
soundness of a parent company, as it can reflect

these kinds of online lending businesses.
1.2 Clarify the Openings Available to Foreign Players

There are no rules or regulations published by the
CBRC with regards to foreign companies operating in
WKH33VHFWRU
Assessment
Many western players are very interested in investing in

turnover, alongside further qualitative criteria such as
transparency of origin.
Recommendation
 Define the parent company’s financial standing

WKH33OHQGLQJEXVLQHVVEXWLWLVXQFOHDUZKHWKHUWKH\
will be obliged to withdraw their investment when the

according to equity ratios that assess financial
soundness, relying less on asset size.
 Include in the regulation the possibility for parent

new regulations are issued. Many foreign players have
DOUHDG\GHYHORSHGEXVLQHVVHVLQWKHFRQVXPHU¿QDQFH
DQGDXWR¿QDQFHDUHDVLQ&KLQD$FFRUGLQJWRVHYHUDO

FRPSDQLHVJURXSVWRTXDOLI\RQWKHEDVLVRIUHWDLOLQJ
WXUQRYHU IRUUHWDLOHURZQHG¿QDQFLDOLQVWLWXWLRQV DV
an alternative to asset size (a balance sheet indicator

33 OHQGLQJ ILUPV IRUHLJQ FRPSDQLHV DUH ZHOFRPHG

not relevant to the retail industry).

 Jingu, Takeshi, 5LVNDQG2SSRUWXQLWLHVLQ&KLQD¶VJURZLQJ33OHQGLQJPDUNHW,
1RPXUD 5HVHDUFK ,QVWLWXWH th 6HSWHPEHU  YLHZHG th -XQH 
KWWSVZZZQULFRPaPHGLD3')JOREDORSLQLRQODN\DUDONUSGI!

$
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Concern

DQ RYHUVWUHWFKLQJ RI WKH HQJDJHPHQW RI WKH EDQN
increasing its vulnerability. Instead, the regulators
should focus more on equity ratios and retailing

Concern
The requirement for various types of NBFI having to
have had a previous presence in the Chinese market,
such as a formalised branch or representative office,
places unnecessary burdens on potential investors who
KDYHVXI¿FLHQWO\DQDO\VHGWKH&KLQHVHPDUNHW
Assessment
The complex nature of large international financial
groups, which typically enter the NBFI sector in
China, brings the need for diversified shareholding
and representative office arrangements. For example,
regulations for CFCs state that the company must
have had a representative office for two years or a
formalised branch, which excludes potential investors
who can prove by other reasonable means that they
KDYHVXI¿FLHQWO\UHVHDUFKHGDQGDQDO\VHGWKH&KLQHVH
market.

 Provide an explicit path for credit card licence
applications by performing NBFIs, particularly CFCs.

3. Funding
3.1 Adapt Measures In Order to Further Expand the
Domestic Funding Resources of NBFIs
Concern
,QWKHRQVKRUHPDUNHW1%),VIDFHGLI¿FXOWLHVDFFHVVLQJ
funding from traditional channels and have limited
access to alternative funding resources, which restricts
the normal development of their business in China.
Assessment
1RQ%DQNLQJ)LQDQFLDO,QVWLWXWLRQVLQ&KLQDKDYHMRLQWO\
faced the problem of limited channels for funding and
high thresholds for some funding solutions. Consumer

Recommendation

¿QDQFHFRPSDQLHVLQ&KLQDDUHFXUUHQWO\QRWH[SOLFLWO\
allowed to conduct credit asset transfers (and keep the

 Relax representative office requirements for

right to service the portfolio, which is the most practical

overseas NBFIs.
 Substitute the formalised branch or representative
office requirement for CFCs with a requirement to

way of conducting such an operation). However, outside
China, credit asset transfers are a common method to
obtain relatively cheaper funding and better support the

prove reasonably that the potential overseas investor
KDVVXI¿FLHQWO\DQDO\VHGWKH&KLQHVHPDUNHW

for commercial banks, which sometimes use credit

2.3 Allow and Encourage NBFIs to Apply and Obtain
Credit Card Issuing Licences

Section Five: Financial Services

Recommendation

GHYHORSPHQWRIWKHLURSHUDWLRQVLQWKHORQJWHUP XQOLNH
asset transfer for balance sheet optimisation). On the
top of that, the current CFC regulation sets a limit on the
LQWHUEDQNOHQGLQJUDWLRDWSHUFHQWRIWRWDOFDSLWDO

Concern
The current regulations for credit cards do not explicitly

This limitation negatively affects the ability of CFCs to
absorb external funding needed for expansion of their
FRQVXPHU¿QDQFHEXVLQHVVDQGLQYHVWPHQWVUHODWHGWR

permit NBFIs to apply and obtain licences to issue
credit cards as products that naturally complement

the growth of the business infrastructure. With standard
capital adequacy ratios in place, this unusual restriction

their current lending services, ultimately harming the

does not bring any obvious positive momentum for the
VWDELOLW\RIWKH¿QDQFLDOPDUNHWDQGWKHUHIRUHVKRXOGEH
completely abolished.

sustainability of the industry.
Assessment
In order to achieve a greater penetration into typical
consumer finance segments and ensure sustainability
of the industry, NBFIs—particularly consumer
finance companies—should be explicitly allowed and
encouraged to apply for credit card issuance licences.
Credit cards and revolving cards could complement the
current loan instalment services, provide continuous
access to credit facilities and hence help to address
unforeseen life events. In addition, credit card licences
could potentially lower an NBFI’s client acquisition
and servicing cost, ultimately benefiting the Chinese
consumer.
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$XWR¿QDQFHFRPSDQLHVVKRXOGDOVREHPRUHVWURQJO\
and openly supported and be given easier access to
funding. One of the major problems in the onshore
¿QDQFLQJPDUNHWFRQFHUQVWKHKLJKWKUHVKROGIRULVVXLQJ
financial bonds. The current requirements of having
UHJLVWHUHGFDSLWDORIPRUHWKDQ&1<PLOOLRQEHLQJ
profitable for the last three consecutive years—with
WKHDYHUDJHGLVWULEXWDEOHSUR¿WVRIWKHODVWWKUHH\HDUV
being sufficient to pay the first year's interest of the
bond issued—have stalled most quality candidates.
In the longer term, the relevant regulations would further

$
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facilitate CFCs’, AFCs’ and NBFIs’ access to alternative
funding channels involving investors in the financial
market, in line with typical worldwide practices.

2015/2016

$

retail customers—diversify the financing mix and
enhance funding risk management. The SAFE has the
experience and power to approve these sorts of loans.

Recommendations

Recommendations

 Allow CFCs to conduct credit asset transfers and
continue to service the portfolio.

 $OORZ&)&VWRUHFHLYHGLUHFW¿QDQFLQJRUJXDUDQWHHV

 $EROLVKWKHUDWLREHWZHHQWRWDOFDSLWDODQGLQWHUEDQN

 Allow AFCs to directly obtain loans from overseas

borrowing funds so as to improve the borrowing

shareholders or other group companies, with the

potential and liquidity management.
 /RZHUWKHWKUHVKROGVIRUERQGLVVXDQFHSDUWLFXODUO\

approval of the SAFE, and without the need of a

from their foreign shareholders.

&KLQDZKROO\RZQHGVXEVLGLDU\

for AFCs.
3.2 Allow NBFIs to Receive Direct Financing or
Guarantees from Their Foreign Shareholders and

4. Relax Prudential Requirements on
NBFIs for Issuing Small-sum Loans to
Individuals via Online Channels

to Borrow from Overseas Financial Institutions
Concern
Currently, NBFIs licensed by the CBRC are required to

Concern
1RQ%DQNLQJ )LQDQFLDO ,QVWLWXWLRQV DUH VHYHUHO\
restricted from accessing financing from abroad, both
from overseas financial institutions and their own

FRQGXFWIDFHWRIDFHLQWHUYLHZVZLWKSRWHQWLDOERUURZHUV
of personal loans (based on the Interim Measures for
$GPLQLVWUDWLRQ RI 3HUVRQDO /RDQV). This requirement

overseas shareholders—including guarantees for

seems to be outdated given the vast opportunities

domestic debt—constraining the healthy development
of their business in China.

of direct online lending now occupied by the less
regulated—or completely unregulated—market players

Assessment
1RQ%DQNLQJ )LQDQFLDO ,QVWLWXWLRQV DUH VLJQLILFDQWO\
restricted from issuing foreign debt. According to the
CFC regulations, CFCs are only allowed to borrow from
domestic financial institutions. There are no specific

VXFK DV 33 DQG ORDQ EURNHU ZHE SODWIRUPV DQG
HVKRSV
Assessment
Consumers in China have over recent years developed
great appreciation for purely online purchases of
consumer goods and services. This new online
consumption trend benefits predominantly domestic

6$)(  FRQWUDU\ WR IRUHLJQLQYHVWHG EDQNV ,Q WKH
absence of clear requirements, CFCs have not yet been
able to issue foreign debt via this method.

producers and online retailers that cannot fully and
VDIHO\XWLOLVHLWVPRPHQWXPLITXDOL¿HGDQGH[SHULHQFHG
NBFIs require their potential customers to go to their

$FFRUGLQJWR$UWLFOHRIWKH Administrative Measures
IRU $XWR)LQDQFLQJ &RPSDQLHV UHYLVHG LQ  
AFCs can only accept Renminbi (RMB) deposits

EUDQFK IRU D IDFHWRIDFH LQWHUYLHZ EHIRUH D ORDQ FDQ
be granted. As a result, consumers are driven towards
less regulated borrowing schemes operated by entities

IURP D &KLQHVH ZKROO\RZQHG VXEVLGLDU\ RI WKH$)&¶V

which lack operational excellence, underwriting
capabilities and risk management and data protection

overseas shareholder. Thus, the AFC is obliged to set
up this sort of entity or widen the business scope of its
existing entities, having to go through a long and costly

tools required from NBFIs through the wide range of
CBRC and People’s Bank of China (PBOC) regulations.
1RQ%DQNLQJ )LQDQFLDO ,QVWLWXWLRQV VHHP WR EH EHVW

bureaucratic and legal burden, which also affects its
China structure. These obstacles might deter AFCs
from accessing a source of funding that otherwise,

positioned to participate in full online lending (without
IDFHWRIDFHLQWHUYLHZV WKDQNVWRWKHLUDELOLW\WRXWLOLVH
big data and statistical analysis of consumer behaviour

and according to international standards, they would
be entitled to. This alternative source of funding would

available to them from their previous experience in

allow AFCs to decrease funding costs—subsequently
allowing them to offer competitive conditions to

 ,QWHULP 0HDVXUHV IRU$GPLQLVWUDWLRQ RI 3HUVRQDO /RDQV, CBRC, published
 th )HEUXDU\  YLHZHG th -XQH  KWWSZZZJRYFQJRQJEDR
FRQWHQWFRQWHQWBKWP!

$
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rules for NBFIs when applying for the foreign debt quota
with the State Administration of Foreign Exchange

offline lending, and their ability to provide borrowers
TXDOLW\ ORDQUHODWHG VHUYLFHV LQ ERWK RQOLQH DQG RIIOLQH
environments. Also, overdue loan collection experience
DQGFDSDELOLWLHVRI1%),VDUHE\GH¿QLWLRQPXFKKLJKHU
WKDQ WKRVH RI WKH RQOLQHRQO\ PDUNHW SOD\HUV ± WKLV
advantage of NBFIs can be a good cure to the growing
moral hazard of unrepaid and uncollected online loans
from unregulated lenders. At the same time, since
NBFIs typically do not accept deposits from the public,
WKHSUXGHQWLDOUHDVRQLQJIRUWKHQHHGRIDIDFHWRIDFH
interview seems less strong than in the case of banks.

Abbreviations
AFC

Auto Finance Company

CBRC
CFC

China Banking Regulatory Commission
Consumer Finance Company

&1<



1%),



PBOC
33

 $EROLVKWKHUHTXLUHPHQWIRU1%),VWRFRQGXFWIDFH
WRIDFHLQWHUYLHZVZLWKERUURZHUV
 Enable full online loan granting by NBFIs in cases
where they have sufficient means to confirm the
identity of the borrower (such as utilising big data
and transaction history), and impose a maximum
OLPLW RQ ORDQV LVVXHG RQOLQH ZLWKRXW D IDFHWRIDFH
LQWHUYLHZ HJ&1<SHUERUURZHU WRFDSDQ\
systemic risks and possible abuse of online loans for

Section Five: Financial Services

illegal purposes.
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3HHUWR3HHU
Renminbi (Chinese Currency)

SAFE

Recommendation

1RQ%DQNLQJ)LQDQFLDO,QVWLWXWLRQ
People’s Bank of China

RMB
62(

&KLQHVH<XDQ &KLQHVHFXUUHQF\

State Administration of Foreign Exchange
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Insurance Working Group

Key Recommendations
1. Market Access and Fair Development of the Market
1.1 Increase Flexibility on Ownership for Foreign Investment in Insurance Services
 Remove the obligation for life insurers' shareholder structure.
 Create a pilot programme in China’s free trade zones allowing wholly foreign life insurance
investment.
 /
 LEHUDOLVHWKHRSWLRQRIWDNLQJPRUHWKDQRQHGRPHVWLFLQYHVWRULQWRMRLQWYHQWXUHV -9V WRVKDUH
part of the Chinese investment.
 2IIHUDOHYHOSOD\LQJ¿HOGWRIRUHLJQLQVXUHUVWKDWDOORZVWKHPPRUHWKDQRQHHTXLW\HQJDJHPHQW
LQ WKH LQVXUDQFH VHFWRU LQ &KLQD LQFOXGLQJ FRQFXUUHQW RSHUDWLRQ RI D ZKROO\ IRUHLJQRZQHG
institution and participation in another licensed insurer, in line with the new 5HJXODWLRQ*XLGHOLQHV
IRU0HUJHUV $FTXLVLWLRQRI,QVXUDQFH&RPSDQLHV.
1.2 Treat Health Insurance as a Distinct Category of Insurance
 ,VVXHPRQROLQH3URSHUW\DQG&DVXDOW\ 3 & OLFHQFHVHQDEOLQJKHDOWKLQVXUDQFHRSHUDWRUVWRGR
VKRUWWHUPEXVLQHVV
 $PHQGWKHODZVRWKDWKHDOWKLQVXUDQFHLVWUHDWHGDVDVWDQGDORQHFDWHJRU\RILQVXUDQFHVSHFL¿F
UHJXODWLRQVPLJKWDOVREHGHYHORSHGWRDGGUHVVWKHVSHFL¿FQHHGVRIWKHKHDOWKLQVXUDQFHVHFWRU
such as a lower minimum capital requirement.
 Provide a platform to support the development of the health industry chain to help health
insurance companies’ work with medical institutions to provide affordable and quality medical
services and reduce over treatment.
 Use the China (Shanghai) Free Trade Zone (CSPFTZ) and other free trade zones to pilot new
UHJXODWLRQVWKDWDOORZIRUHLJQVSHFLDOLVHGKHDOWKLQVXUDQFHSURYLGHUVWRVHWXSDZKROO\IRUHLJQ
RZQHGHQWHUSULVH :)2( RUPRQROLQH3 &LQVXUHU
 Continue to investigate the possibility of setting up tax incentives for the development of health
insurance.
Section Five: Financial Services

1.3 Treat Onshore and Offshore Reinsurers Equally Under the China Risk Oriented Solvency
System (C-ROSS) and Simplify the Process for Establishing Reinsurance Branches
 Eliminate the requirement of having to complete two years with a representative office (RO)
presence prior to the application for establishing a reinsurance branch.
 Treat offshore reinsurers and onshore reinsurers equally, provided they comply with the
regulatory requirements in their respective countries of origin and have an adequate rating.
1.4 Allow Foreign Insurers to Operate Pension Companies in order to Provide Enterprise
Annuity
 Allow foreign insurers to set up specialised pension companies providing enterprise annuity
services, including trustee and investment services.

Insurance Working Group
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1.5 Facilitate Geographical Network Expansion
 &RQWLQXH WR VLPSOLI\ WKH WLPHFRQVXPLQJ OLFHQFH DSSOLFDWLRQ SURFHVV IRU LQVXUDQFH FRPSDQLHV
and ensure equal treatment for all market players.
 Enforce a maximum delay of a few months (e.g three months) for the China Insurance
Regulatory Commission (CIRC) to accept or refuse the preparation of a new branch, and provide
objective reasons in case of refusal.
 Streamline the approval process for foreign insurers so that multiple provincial expansions may
be approved in parallel.
 /
 RZHU WKH WKUHVKROG WR ZULWH ODUJH FRQVXPHU EXVLQHVVHV ZLWKRXW D SURYLQFLDO OLFHQFH IURP
&KLQHVH<XDQ &1< WKRXVDQGWR&1<WKRXVDQGDQGDOORZLQVXUHUVWRZULWHHPSOR\HU¶V
liability for such customers.

2. Sustainable Development of the Market
2.1 Enlarge Access of Bancassurance Business
 Relax the restrictions on bancassurance cooperation to allow banks to cooperate with a greater
number of insurers.
 Allow more access for foreign players, and make it possible for them to use their overseas
experience to take a positive, leading role in setting the direction of the bancassurance market
channel.
2.2 Abolish the Geographical Restriction on Online Insurance Sales
 Put the 1RWLFH &RQFHUQLQJ &HUWDLQ ,VVXHV RI 5HJXODWLQJ /LIH ,QVXUDQFH &RPSDQLHV  6HOOLQJ
2QOLQH,QVXUDQFH and the Interim Measures on Internet Insurance Business into law and abolish
geographical limitations to online insurance sales generally.
 Allow insurance companies to enter into policy agreements online regardless of the location of
the purchasing party.
2.3 Provide Favourable Taxation Support for Commercial Retirement Protection
 ,PSOHPHQWDQDWLRQZLGHWD[GHIHUUHGUHWLUHPHQWSURJUDPPHDVVRRQDVSRVVLEOH

Section Five: Financial Services

 Extend taxation incentives further to enterprises.
 &OHDU WKH VWLSXODWLRQ RI WKH WD[GHIHUUHG SROLF\ DSSO\LQJ WR HQWHUSULVH DQQXLW\ ($  DQG RWKHU
commercial endowment insurance or pension plans.
2.4 Reduce Constraints on Foreign Insurance Companies’ Capital
 Widen the investment scope of capital contribution to more investment categories, and clarify the
way those capital funds can be used for operations.
 Release precise rules for the capital already paid in convertible currencies that regulatory bodies
could release with respect to the possibility of changing those funds into renminbi (RMB), so that
insurance companies have a clear view of the material and application process required by the
State Administration of Foreign Exchange (SAFE) and can make plans accordingly.

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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Working Group Introduction

Status Quo of Foreign Insurance Companies in China

The Insurance Working Group represents leading

LQFUHDVHG DQG UHDFKHG  SHU FHQW FRPSDUHG ZLWK

European insurers, brokers and other insurance
VHUYLFHSURYLGHUVHQJDJHGLQOLIHQRQOLIHUHLQVXUDQFH

SHUFHQWLQ7KHPDUNHWVKDUHIRUIRUHLJQOLIH

and specialty insurance. Its members have different

GXULQJWKHSDVW\HDUDQGUHDFKHGSHUFHQWZKLOH

operational structures, but all of them consider China
DVDORQJWHUPSULRULW\PDUNHW7KH\DUHIXOO\FRPPLWWHG

'XULQJ  WKH PDUNHW VKDUH IRU IRUHLJQ SOD\HUV

insurance companies showed a steady increase rate
foreign property insurance companies managed to gain
DSHUFHQWPDUNHWVKDUH7KHSUHPLXPIRUIRUHLJQ

to contributing to the sustainable growth of the Chinese

LQVXUDQFH FRPSDQLHV LQ  ZDV &1<  ELOOLRQ LQ

insurance market. They are aware of the crucial role
commercial insurance plays in China’s sustainable

WRWDODMXPSRISHUFHQW\HDURQ\HDU7KH&KLQD
Insurance Regulatory Commission (CIRC) admits that

economic growth and social stability. To this end, they
are willing and prepared to provide added value to the

foreign insurers’ business scale remains limited in
China.

industry by introducing best practices and technical
NQRZKRZ

Life insurance in China 2014
Unit: CNY 10,000

Recent Developments
Market Overview
Premium Income
Direct insurance



Direct property
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Direct health
insurance
Direct personal
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Original
Insurance
Premium
Growth rate

Value (billion CNY)





















,QFODLPDQGEHQH¿WSD\PHQWVJUHZSHUFHQW
&1<  ELOOLRQ $PRQJ WKHP FODLP SD\PHQWV LQ
SURSHUW\ LQVXUDQFH LQFUHDVHG  SHU FHQW &1< 
billion); benefit payments in life insurance increased

LQVXUDQFHURVHSHUFHQW &1<ELOOLRQ 
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6RXUFH&,5&
$QRULJLQDOLQVXUDQFHFRQWUDFWEHWZHHQLQVXUHUDQGLQVXUHG

Domestic
Insurance
Companies
Source&,5&

Reform Progress and Negotiations for the EU-China
Comprehensive Agreement on Investment (CAI)
The Insurance Working Group acknowledges the efforts
of the authorities in implementing certain aspects of
the Third Plenum’s Decision,  particularly regarding
opening up and allowing markets play a more decisive
role. There have also been some improvements in the
development of the financial services and insurance
sector. A clear example of this is the positive progress
on the pricing of the motor vehicle insurance (Key
5HFRPPHQGDWLRQ  RI WKH Insurance Position Paper
). The working group also acknowledges that
since the Decision, the authorities are working towards
having commercial insurance play a more important role
in the economic and social development of China. For
this purpose, they are welcoming investment in areas
such as catastrophe insurance, agriculture insurance,
   ,QVXUDQFH ,QGXVWU\ 2YHUYLHZ &,5& ZHEVLWH th -DQXDU\  YLHZHG
nd$SULOKWWSZZZFLUFJRYFQZHEVLWHWDELQIRKWP!
,ELG
 7KH7KLUG3OHQXPRIWKHth Chinese Communist Party Congress was held in
1RYHPEHUDQGFRQFOXGHGZLWKDGHFLVLRQOD\LQJRXWQHZHFRQRPLFDQG
policy initiatives – the Decision.
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 SHU FHQW &1<  ELOOLRQ  FRPSDUHG ZLWK 
FODLPDQGEHQH¿WSD\PHQWVLQKHDOWKLQVXUDQFHVXUJHG
 SHU FHQW &1<  ELOOLRQ  DQG FODLPV LQ DFFLGHQW

companies
Asset management

Foreign
Companies

&ODLPDQG%HQH¿W3D\PHQWV

Reinsurance

Unit-linked
Insurance
Insurance
Holder’s New Independent
Investment
Account
Increase

Third Plenum Reality Check
What did the Third Plenum’s Decision say?
(VWDEOLVKLQJDXQL¿HGRSHQFRPSHWLWLYHDQG
orderly market system is the basis for the
market to play a decisive role in the allocation
of resources.
Relaxing control over investment access. We
will have the same laws and regulations on
Chinese and foreign investment, and keep
foreign investment policies stable, transparent
and predictable.
… improve the government organisational
structure, function composition and work
procedures so that we will have a good
DGPLQLVWUDWLYHV\VWHPZLWKGHFLVLRQPDNLQJ
… enact preferential policies, such as tax
exemption and deferral, and encourage the
development of enterprise annuity, occupational
annuity and commercial insurance, so as to bring
LQWRVKDSHDPXOWLOHYHOVRFLDOVHFXULW\V\VWHP

What is the reality?

Status

Market forces should play a more important role in
the insurance industry. However, in the meantime,
market players are facing different limitations
preventing them from receiving effective national
treatment
7KHLQGXVWU\UHPDLQVRYHUUHJXODWHGZKHQLWFRPHV
to investments, especially regarding limitations
for setting up operations or obtaining licences, i.e.
UHVWULFWLRQVRQRZQHUVKLSRUHVWDEOLVKLQJ-9V
A lack of coordination between the various
authorities results in laws and regulations being
applied and interpreted differently. This creates
GLI¿FXOWLHVDQGSUHYHQWVFRPSDQLHVIURPKDYLQJD
clear understanding on how to fully comply.
$IDYRXUDEOHDQGHI¿FLHQWWD[DWLRQSROLF\QHHGVWR
be developed in order for the Enterprise Annuity
and the Commercial Pension to play an active
and sustainable role in the social welfare system.

commercial insurance, pushing for the reform of the

schemes for the insurance sector.

ROGDJH DQG PHGLFDO LQVXUDQFH DQG HQFRXUDJLQJ WKH
development of the enterprise annuity (EA), in order to

The working group also welcomes the efforts of the

GHYHORSDPXOWLOHYHOVRFLDOVHFXULW\V\VWHP

authorities to implement a stronger rule of law in China.
The discretionary application and implementation of rules
and penalties has been traditionally one of the concerns
raised in the European Chamber’s European Business in
China Position Paper and %XVLQHVV&RQ¿GHQFH6XUYH\.

Section Five: Financial Services

Foreign insurance players can contribute and are
eager to play an active role in reaching these goals,
however, there are currently many hurdles that are
preventing them from fully contributing. In this sense,

The working group hopes that these efforts will be

effective national treatment would be a big step forward.
/LPLWDWLRQVRIRZQHUVKLSRUUHVWULFWLRQVZKHQVHWWLQJXS

translated into an increase in the clarity and transparency
of the making, application and publication of all rules.

-9V PD\ KDYH KDG EHHQ XQGHUVWDQGDEOH ZKHQ &KLQD
had just joined the World Trade Organisation (WTO),
as the insurance sector was in its infancy; however,

It also hopes that a stronger rule of law will mean the
application of principles like proportionality of decisions
and the ability to resort to appeal when it is perceived

the insurance sector in China has now reached a more
mature stage of development making these restrictions
unnecessary. In this paper, the working group also

that a decision has not followed this principle.

presents other issues that affect the successful
development of the Chinese insurance sector like
transparency, regulatory coordination and tax support

IRU DQ (8&KLQD &RPSUHKHQVLYH $JUHHPHQW RQ
Investment (CAI). The Insurance Working Group
believes these negotiations offer a unique opportunity

6HHLQWURGXFWLRQWRWKH)LQDQFLDO6HUYLFHVVHFWLRQRIWKHEuropean Business in
China Position Paper 2015/2016.
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Parallel to China’s reform process are the negotiations

for China to push the reform agenda and contribute to
the development of the insurance sector. The working

European Business in China Position Paper
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group considers that during these negotiations effective
national treatment, fair and sustainable development of
the sector through a greater role of market forces and
transparency should be priorities for both parties.

2015/2016

Key Recommendations
1. Market Access and Fair Development
of the Market
1.1 Increase Flexibility on Ownership for Foreign

Policy and Market Developments

Investment in Insurance Services

In the past year, the working group has seen a number
RIGHYHORSPHQWVWKDWKDYHKDGDVLJQL¿FDQWLPSDFWRQ
the development of the insurance sector in China. The
PRVWQRWDEOHRIWKHVHDUHOLVWHGEHORZ
 7KH &,5& LVVXHG WKH Administrative Measures for
Mergers and Acquisitions of Insurance Companies,
$SULO

Concern
Despite the Decision calling for the market to play a
more decisive role, insurance industry players are
facing a number of restrictions that preclude them from
receiving national treatment and prevents the full power
of market forces from being unleashed.

 7KH&,5&JUDQWHGIXOOH[SRUWFUHGLWOLFHQFHVWR3LQJ
$Q&KLQD&RQWLQHQW3URSHUW\ &DVXDOW\,QVXUDQFH
Company (CCOC) and China Pacific Insurance
&RPSDQ\ &3,&  LQ PLG7KH ZRUNLQJ JURXS
understands that the Ministry of Finance (MOF) could
fully open the export market and that commercial
property and casualty insurance companies could
have the chance to do business with a tenor over
two years if the experience with the above three
companies shows positive progress.
 (VWDEOLVKPHQW RI WKH %HLMLQJ ,QVXUDQFH 5HVHDUFK
,QVWLWXWH %,5,  -XO\ 7KH %,5, LV D WKLQN WDQN
devoted to deepening the insurance sector’s reform
under the Chair of the CIRC.
 7KH6WDWH&RXQFLO¶V6HYHUDO2SLQLRQVRQ$FFHOHUDWLQJ
Development of Modern Insurance Service Industry
or also known as the Ten Clauses, were issued,

Assessment
,W KDV EHHQ  \HDUV VLQFH WKH EDVLF VWUXFWXUH RI WKH
current regime regarding the ownership of insurance
companies was set up. There have been several
adjustments and changes over this period of time,
during which all market players have seen shareholder
caps gradually being released.
,QOLQHZLWKIXUWKHURSHQLQJXS&KLQDQRZKDVDFOHDU
direction of relying more on market mechanisms. As
witnessed during the ‘two sessions’, 6 allowing the
market to play a more decisive role was emphasised
several times during the government’s working report.
,Q HDUO\  WKH 0LQLVWU\ RI &RPPHUFH 02)&20 
UHOHDVHG WKH GUDIW )RUHLJQ ,QYHVWPHQW /DZ IRU SXEOLF
consultation. This proposed revision of the regulatory
regime for foreign investment aims to cater for the newly

'HFHPEHU
 7KH ILUVW 6LQRIRUHLJQ KHDOWK LQVXUDQFH -9 LV
registered in the China (Shanghai) Free Trade Zone

developed market environment, loosening the entry
criteria for foreign investment as well as guaranteeing
national treatment.

&63)7= 'HFHPEHU
 7KH3HRSOH V%DQNRI&KLQD 3%2& DQGWKH&,5&
jointly issued a notice allowing insurance companies

The working group is encouraged by these signals,
DQGIHHOVFRQ¿GHQWLWZLOOHYHQWXDOO\JHWWRVHHDPDWXUH

to issue bonds for capital supplement in the national
LQWHUEDQNERQGPDUNHW-DQXDU\

commercial environment with healthy market discipline
and equal treatment for every player. The working group

 7KH &,5& DSSURYHG WKH UHJXODWLRQV RI WKH &KLQD
5LVN2ULHQWHG6ROYHQF\6\VWHP &5266 )HEUXDU\


commends the efforts of the current administration
in adjusting the present regulatory environment in an
attempt to unleash the full power of competition that will

 7KH&,5&LPSOHPHQWHGWKHUHIRUPVRQFRPPHUFLDO
vehicle insurance clauses and the premium rate
UHJXODWRU\V\VWHP)HEUXDU\

drive the development and innovation of the insurance
sector.
The working group believes that such healthy industrial

6 The ‘two sessions’ or ‘lianghui’ refers to the annual plenary meetings of China’s
PDLQGHOLEHUDWLYHERGLHVWKH1DWLRQDO3HRSOH¶V&RQJUHVVDQGWKH3HRSOH¶V3ROLWLFDO
&RQVXOWDWLYH&RQIHUHQFH,QWKH\WRRNSODFHIURPnd±th March.
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$XJXVW
 7KH&,5&UHOHDVHGWKHInsurance Investment Rules,

JURZWKZLOOEHQH¿WWKH&KLQHVHSHRSOHHVSHFLDOO\LQWKH

SURSHUW\LQVXUHUVDUHSHUPLWWHGWRVHOOVKRUWWHUPKHDOWK

areas of healthcare and retirement protection.

insurance products.

Recommendations

In contrast with property insurance, where foreign
LQVXUHUV PD\ DSSO\ IRU D ZKROO\ IRUHLJQRZQHG

 Remove the obligation for life insurers' shareholder
structure.
 Create a pilot programme in China’s free trade zones

LQVXUHUVLVUHVWULFWHGWRSHUFHQW(XURSHDQVSHFLDOLVW

 /LEHUDOLVH WKH RSWLRQ RI WDNLQJ PRUH WKDQ RQH

health insurers are keen to share their expertise with
China but suffer delays entering the market due to

GRPHVWLF LQYHVWRU LQWR -9V WR VKDUH SDUW RI WKH
Chinese investment.

IRUHLJQRZQHUVKLS UHVWULFWLRQV DQG WKH GLIILFXOW\ RI
¿QGLQJDSDUWQHUVLPLODUO\FRPPLWWHGWRWKHVHFWRUZKLOH

 Offer a level playing field to foreign insurers that
allows them more than one equity engagement in

life insurers, property and casualty insurer—who have
no particular expertise in health insurance—are already

the insurance sector in China, including concurrent

offering health products.

allowing wholly foreign life insurance investment.

RSHUDWLRQ RI D ZKROO\ IRUHLJQRZQHG LQVWLWXWLRQ DQG
participation in another licensed insurer, in line
with the new 5HJXODWLRQ *XLGHOLQHV IRU 0HUJHUV 
Acquisition of Insurance Companies.
1.2 Treat Health Insurance as a Distinct Category
of Insurance
Concern
Foreign specialist health insurers have been unable to
HQWHU WKH PDUNHW RQ D ZKROO\RZQHG EDVLV ± WKH\ DUH
prohibited by both the existing categorisation of health
insurance as a type of life insurance and its related
IRUHLJQRZQHUVKLSUHVWULFWLRQV
Assessment
The working group supports China’s push to develop
a specialist health insurance market that will cater to

Section Five: Financial Services

enterprise (WFOE) licence, foreign ownership of health

customers’ growing demand for quality healthcare
funding, while ensuring that their interests are protected
through appropriate regulation. The nature of health
insurance differs markedly from that of life insurance
and therefore requires a tailored set of regulations.
Health insurance requires special operational expertise
and risk management, particularly with respect to the
management of medical risks and medical costs. Its
single product nature also means its operating scale
and asset scale are not comparable with life insurance.
,QIDFWJLYHQWKHVKRUWWHUPQDWXUHRIWUDGLWLRQDOPHGLFDO
LQGHPQLW\SURGXFWVWKHULVNSUR¿OHRIKHDOWKLQVXUDQFH
more closely resembles property insurance than it does
life insurance. In most jurisdictions in Europe, health
insurance is actually regulated as a form of general
insurance (referred to as property insurance in China).
In China, the similarity of health and property insurance
LVDOUHDG\VRPHZKDWUHÀHFWHGLQWKHUHJXODWLRQVLQWKDW

380

Insurance Working Group

Recommendations
 ,VVXH PRQR OLQH 3URSHUW\ DQG &DVXDOW\ 3 & 
licences enabling health insurance operators to do
VKRUWWHUPEXVLQHVV
 Amend the law so that health insurance is treated
DV D VWDQGDORQH FDWHJRU\ RI LQVXUDQFH VSHFLILF
regulations might also be developed to address the
specific needs of the health insurance sector, such
as a lower minimum capital requirement.
 Provide a platform to support the development of
the health industry chain to help health insurance
companies’ work with medical institutions to provide
affordable and quality medical services and reduce
over treatment.
 Use the CSPFTZ and other free trade zones to pilot
new regulations that allow foreign specialised health
insurance providers to set up a WFOE or monoline
3 &LQVXUHU
 Continue to investigate the possibility of setting
up tax incentives for the development of health
insurance.
1.3 Treat Onshore and Offshore Reinsurers Equally
Under the China Risk Oriented Solvency
System (C-ROSS) and Simplify the Process for
Establishing Reinsurance Branches
Concern
$OWKRXJK &5266 VHHPV WR HQFRXUDJH IRUHLJQ
reinsurance companies to invest in China by establishing
local reinsurance branches, foreign reinsurers applying
to establish in China must go through an extremely long
approval process.
Assessment
The Insurance Working Group considers that one
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RI WKH SXUSRVHV RI &5266 LV WR IXUWKHU HQFRXUDJH

related businesses, such as corporate pension and

foreign reinsurance companies to invest in China by
establishing local reinsurance branches. However,

DVVHW PDQDJHPHQW EH EXVLQHVVEDVHG DQG UHVLGH
with its respective boards. It should not be restricted

foreign reinsurers applying to establish in China must

by regulation. Many European life insurers have
experience in supporting the development of enterprise

go through a very long approval process, with the
current regulations requiring them to first establish a
RO in China, and only after completing two years with a

annuity schemes and wish to bring this expertise to
assist developments in China.

RO presence can they apply for branch establishment,
which will take another one or two years to complete.

Recommendation

This means that in the best case scenario it will take
DW OHDVW D IRXU\HDU WHUP IRU IRUHLJQ UHLQVXUHUV WR VHW

 Allow foreign insurers to set up specialised pension
companies providing enterprise annuity services,

up a branch in China. Such a long period of time

including trustee and investment services.

can significantly impact their business in China while
disrupting market competition. This is also in conflict,

1.5 Facilitate Geographical Network Expansion

VRPHKRZZLWKWKHSXUSRVHRI&5266
Concern
7KH&5266UHJLPHSHQDOLVHVUHLQVXUDQFHFRPSDQLHV
with no local presence in China, since their Chinese

Despite some recent progress, the market share of
foreign insurers remains low and this can be linked to a

clients must face more stringent capital requirements

large extent to the fact that their geographical networks

when ceding premiums to offshore reinsurers. This,
besides damaging the interests of a great number

are limited compared with those of domestic players,
who were historically allowed to open a lot of branches

of offshore reinsurers who have been supporting the
Chinese market for a great number of years, can
also disrupt market competition and limit reinsurance

in quick succession.

capacity.

,QWKH&,5&UHOHDVHGDVHWRIUXOHVUHJDUGLQJWKH

Assessment
RSHQLQJRIEUDQFKRI¿FHVE\LQVXUDQFHFRPSDQLHVZLWK

Recommendations

the aim of standardising approval processes. These

 Eliminate the requirement of having to complete two
years with a RO presence prior to the application for

measures reflected efforts to open up the insurance

establishing a reinsurance branch.
 Treat offshore reinsurers and onshore reinsurers
equally, provided they comply with the regulatory

industry market, and bring approval processes for
IRUHLJQLQYHVWHGLQVXUHUVLQOLQHZLWKWKRVHIRUGRPHVWLF
insurers.
Since then, the number of branches opened by
GRPHVWLFSOD\HUVKDVEHHQUHGXFHGVLJQL¿FDQWO\EXWWKH
DGYDQWDJHWKH\VWLOOUHWDLQRYHUIRUHLJQLQYHVWHGLQVXUHUV

1.4 Allow Foreign Insurers to Operate Pension
Companies in Order to Provide Enterprise Annuity

can be clearly seen in the number of branches opened
LQ

Concern
Foreign insurers are not permitted to obtain licences

Although there is no formal regulation that actually
restricts the number of new branches that can be

to set up specialised pension companies even when
their experience and expertise in overseas markets are
taken into consideration. Besides this, there is a lack of

RSHQHGE\LQVXUHUVDQGIRUHLJQLQYHVWHGLQVXUHUVFDQ
apply for several new branch approvals at the same
time, in practice additional provincial branches are

communication among all relevant government bodies
involved in granting enterprise annuity licenses.

only ever approved consecutively, with relatively long
processing times between two approvals.

Assessment
In the interest of allowing China’s insurance market

At such a pace, it will take decades for foreign companies
to establish a large presence on the Chinese market,

to develop more rapidly, it is recommended that any
decisions by life insurance companies to expand into

even for major global players that have already been
established in China for a long time.

Insurance Working Group
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requirements in their respective countries of origin
and have an adequate rating.

It is therefore difficult for foreign insurers meet

with domestic insurers with whom they are already

consumers’ insurance demands in different geographical
areas, which seriously hinders their competitiveness

IDPLOLDU)RUHLJQLQYHVWHGLQVXUHUVFXUUHQWO\KDYHRQO\D

and their ability to contribute to the healthy development

ability to cooperate with banks is a factor in the slow

of the insurance industry in China.

growth of their market share.

Recommendations

In addition, this restriction limits foreign players' access

 &RQWLQXH WR VLPSOLI\ WKH WLPHFRQVXPLQJ OLFHQFH

to resources and distribution channels, which renders

application process for insurance companies and

them less competitive and prevents them from actively

ensure equal treatment for all market players.

sharing their technology and business skills across the

 Enforce a maximum delay of a few months (e.g.
three months) for the CIRC to accept or refuse the
preparation of a new branch, and provide objective
reasons in case of refusal.
 Streamline the approval process for foreign insurers
so that multiple provincial expansions may be
approved in parallel.
 /RZHU WKH WKUHVKROG WR ZULWH ODUJH FRQVXPHU

small market share in China and this limitation in their

industry in China.
The Chinese insurance industry is currently dealing with
WKH FKDOOHQJH RI PLVVHOOLQJ WKURXJK EDQFDVVXUDQFH
channels which has led to substantial demands for
refunds. Many overseas markets historically experienced
similar difficulties, but were able to overcome them
and build mature and healthy bancassurance systems.

businesses without a provincial license from

Allowing foreign players to more actively use the

&1<  WKRXVDQG WR &1<  WKRXVDQG DQG
allow insurers to write employer’s liability for such

bancassurance channel will allow them to share
experience in this respect and to assist with building

customers.

market discipline.

2. Sustainable Development of the Market
2.1 Enlarge Access of Bancassurance Business

Recommendations
 Relax the restrictions on bancassurance cooperation
to allow banks to cooperate with a greater number of
insurers.

Concern
$  &,5& UHJXODWLRQ HIIHFWLYHO\ UHVWULFWHG HDFK

 Allow more access for foreign players, and make it

branch of commercial banks to cooperating with no

possible for them to use their overseas experience to

more than three insurance companies (i.e. each branch

take a positive, leading role in setting the direction of
the bancassurance market channel.

of the same commercial bank can have different
cooperating insurance companies), which has led to
banks demanding very high commissions.

2.2 Abolish the Geographical Restriction on Online

Section Five: Financial Services

Insurance Sales
Assessment
Many of the foreign insurers that have established
subsidiaries in China have more than a century
of industry experience overseas. This means that
they have generated a great deal of professional,
technological and operational expertise. The working
group understands that the Chinese Government
ZLVKHV WR DEVRUE DGYDQFHG NQRZKRZ IURP RYHUVHDV
and that this has been a factor in its desire to open
China's insurance market to foreign players.

Concern
Current regulations prohibit insurance businesses from
carrying out business outside the province where they
are registered or have a branch. This geographical
restriction limits the enormous potential of online
insurance sales and reduces consumers’ options. It also
GLVSURSRUWLRQDWHO\ DIIHFWV IRUHLJQLQYHVWHG LQVXUDQFH
businesses that have relatively few branches in China
while their domestic counterparts tend to have a
presence in all provinces.

However, the restriction on bancassurance presents
SDUWLFXODU GLIILFXOWLHV IRU IRUHLJQLQYHVWHG LQVXUHUV
&KLQD V ODUJH VWDWHRZQHG EDQNV KDYH WKH PRVW
extensive resources and distribution networks and so

Assessment

competition between insurers to cooperate with them
is very severe. Many banks will elect to cooperate only

popularity of the Internet as a sales channel. It will be
an increasingly important channel for insurance sales
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The huge increase in online sales of all types in
China over the past few years indicates the growing
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– particularly since the growth of insurance premiums
generated by more conventional distribution channels
(individual agents and bancassurance) has slowed.
One of the great advantages of online sales is that it
LQYROYHVQRSK\VLFDOREVWDFOHVWKHRUHWLFDOO\DQ\RQHLQ
the world can log on the Internet and make a purchase
online without the need to attend the seller's premises.
$QRWKHULVUHGXFHGFRVWVRQOLQHVHOOLQJUHTXLUHVIHZHU
business premises and staff.
Restricting online sales of insurance to the province(s)
in which an entity has a physical presence restricts the
impact of these potentially enormous benefits on the

2015/2016

Insurance  and the Interim Measures on Internet
Insurance Business.  They respectively state that,
SURYLGHGLQVXUHUVKDYHFRUUHVSRQGLQJLQWHUQDOFRQWURO
FDSDELOLW\DQGDUHDEOHWRVDWLVI\FXVWRPHUQHHGVWKH\
can expand their geographical sales area to places
where they have not yet established a branch, provided
WKH\DUH
 OLIH LQVXUHUV VHOOLQJ FHUWDLQ W\SHV RI OLIH LQVXUDQFH
online;
 QRQOLIH LQVXUHUV VHOOLQJ FHUWDLQ QRQOLIH LQVXUDQFH
products to individual policy holders or insureds; or
 QRQOLIH LQVXUHUV ZKLFK FDQ LQGHSHQGHQWO\ DQG
FRPSOHWHO\ XQGHUZULWH DQG GLVWULEXWH QRQOLIH
insurance products online and provide the relevant
claim services.

market and consumers.
If these become law, it will allow foreign investors
In particular, it limits competition in the industry and

greater access to China's insurance market.

therefore consumer choice. Members of the Insurance
Working Group are committed to the Chinese insurance
market. They aim to introduce to China increasingly
sophisticated insurance products tested in other
markets and tailored for China. The de facto restriction
RQ WKH H[SDQVLRQ RI IRUHLJQLQYHVWHG LQVXUDQFH
companies' presence in China, together with the
restriction of online sales, means that a large proportion
of Chinese consumers have no access to such
products. Abolishing the geographical restriction on
online sales would increase that access and would go
VRPHZD\WRZDUGVOHYHOOLQJWKHSOD\LQJ¿HOGIRUIRUHLJQ
invested insurers.

Recommendations
 Put the Notice Concerning Certain Issues of
5HJXODWLQJ /LIH ,QVXUDQFH &RPSDQLHV  6HOOLQJ
2QOLQH ,QVXUDQFH and the Interim Measures on
Internet Insurance Business into law and abolish
geographical limitations to online insurance sales
generally.
 Allow insurance companies to enter into policy
agreements online regardless of the location of the
purchasing party.
2.3 Provide Favourable Taxation Support for
Commercial Retirement Protection

Perhaps the main reason for the current geographical

has no physical presence. In this respect, the working
group proposes two measures for consideration. First,
insurance companies could be required to engage
ORFDO LQVXUDQFH LQVWLWXWLRQV LQVXUDQFH DJHQWV DQGRU
loss adjustors) to provide services and oversee those
services. Second, they could be required to state
clearly on their websites the provinces in which they are
registered and how customers outside those provinces

Concern
Although the State Council has issued guidelines for
VSHHGLQJXS WKH GHYHORSPHQW RI WKH LQVXUDQFH VHFWRU
and its contribution to China’s social and economic
development, a favourable tax policy environment, as
addressed both by the State Council and by the CIRC
Chairman, is needed in order to promote and support
commercial retirement protection.
Assessment
)URP ± HQWHUSULVHV SDUWLFLSDWLQJ LQ ($

will be serviced. Customers could then make their own
informed purchasing decisions.

LQFUHDVHG E\  SHU FHQW DQG HPSOR\HHV FRYHUHG
E\($LQFUHDVHGE\SHUFHQW(YHQWKRXJKE\WKH
HQGRIDWRWDORIPLOOLRQSHRSOHZHUHXQGHU($

The working group is encouraged by the two drafts for
comments, the Notice Concerning Certain Issues of
5HJXODWLQJ /LIH ,QVXUDQFH &RPSDQLHV 6HOOLQJ 2QOLQH

 1RWLFH &RQFHUQLQJ &HUWDLQ ,VVXHV RI 5HJXODWLQJ /LIH ,QVXUDQFH &RPSDQLHV
6HOOLQJ2QOLQH,QVXUDQFH&,5&th$SULOYLHZHGth-XQHKWWS
ZZZFLUFJRYFQZHEVLWHWDELQIRKWP!
 Interim Measures on Internet Insurance Business&,5&th'HFHPEHU
YLHZHGth-XQHKWWSZZZFLUFJRYFQZHEVLWHWDELQIRKWP!
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restriction on online sales is a concern that insurance
companies may not be able to provide adequate
services to consumers in provinces where the insurer

FRYHUDJHWKLVUHSUHVHQWVRQO\SHUFHQWRIWKHWRWDO

QXPEHU FODUL¿HGDQGHDVHGFDSLWDOFRQWULEXWLRQV

labour force.

by foreign companies in RMB.

7KH LVVXH RI LQWURGXFLQJ D WD[GHIHUUHG UHWLUHPHQW
insurance pilot programme has been under discussion
IRU D IHZ \HDUV EXW LW ZDV RQO\ LQ HDUO\  WKDW
the CIRC Chairman, Xiang Junbo, confirmed that
VXFK D SLORW SURJUDPPH ZLOO EH FDUULHG RXW LQ 
Clear support is needed to speed up the participation
in commercial retirement protection in order to
meaningfully impact people’s lives.

However, capital contributions paid by foreign
shareholders in RMB are still subject to capital account
limitations. For instance, these funds can only be
XVHG IRU VKRUWWHUP LQYHVWPHQWV LQ EDQN GHSRVLWV
Considering the current investment environment in
China, and the high minimum capital requirements for
LQVXUDQFHFRPSDQLHVWKHVHOLPLWDWLRQVLPSDFWIRUHLJQ
funded insurance companies’ business in comparison
to their Chinese peers.

7KH&,5&GH¿QHVUHWLUHPHQWSURWHFWLRQDVFRQVLVWLQJRI
both commercial endowment insurance and the annuity.
It is recommended that, once implemented, the pilot
SURJUDPPHDQGWKHRYHUDOOWD[GHIHUUHGEHQH¿WZLOOEH
practically covered by both commercial endowment
insurance as well as EA.
A favourable tax policy should be extended to
individuals, as well as enterprises that grant additional
endowment insurance coverage or raise pension funds
for their employees. Currently, only an EA premium
FDQOHJDOO\FRPSHQVDWH¿YHSHUFHQWRIWRWDOHQWHUSULVH
income tax. But group endowment insurance or pension
funds could greatly help to supplement retirement
protection. A favourable tax policy is needed in order to
achieve a larger participation in EA schemes.
Recommendations
 ,PSOHPHQW D QDWLRQZLGH WD[GHIHUUHG UHWLUHPHQW
programme as soon as possible.
 Extend taxation incentives further to enterprises.
 &OHDU WKH VWLSXODWLRQ RI WKH WD[GHIHUUHG SROLF\
applying to EA and other commercial endowment
Section Five: Financial Services

insurance or pension plans.
2.4 Reduce Constraints on Foreign Insurance
Companies’ Capital
Concern
Capital contributions paid by foreign shareholders in
RMB are still subject to capital account limitations.
Assessment
$UHJXODWLRQSXEOLVKHGE\WKH3%2&LQ GRFXPHQW



Enterprise Annuity Rockets, Sinoins th 0D\  YLHZHG th -XQH 
KWWS[ZVLQRLQVFRPFRQWHQWBKWP!
 &KLQD([SHFWHGWR3URPRWH3HQVLRQ,QVXUDQFH7KURXJK7D[&XWV, Caijingth
-DQXDU\YLHZHGth$SULOKWWSHQJOLVKFDLMLQJFRPFQ
KWPO!
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Recommendation
 Widen the investment scope of capital contribution
to more investment categories, and clarify the way
those capital funds can be used for operations.
 Release precise rules for the capital already paid in
convertible currencies that regulatory bodies could
release with respect to the possibility of changing
those funds into RMB, so that insurance companies
have a clear view of the material and application
process required by the SAFE and can make plans
accordingly.

Abbreviation
BIRI
CAI

Beijing Insurance Research Institute
Comprehensive Agreement on Investment

&&2& 

&KLQD&RQWLQHQW3URSHUW\ &DVXDOW\
Insurance Company

CIRC
&1<

China Insurance Regulatory Commission


&KLQHVH<XDQ FXUUHQF\

&3,& 
&5266

&KLQD3DFL¿F,QVXUDQFH&RPSDQ\
&KLQD5LVN2ULHQWHG6ROYHQF\6\VWHP

CSPFTZ
EA
-9


China (Shanghai) Pilot Free Trade Zone
Enterprise Annuity
-RLQW9HQWXUH

MOF
MOFCOM

Ministry of Finance
Ministry of Commerce

3 &
PBOC
52

3URSHUW\DQG&DVXDOW\
People's Bank of China
5HSUHVHQWDWLYH2I¿FH




RMB
SAFE

Renminbi
State Administration of Foreign Exchange

:)2( 
WTO

:KROO\IRUHLJQRZQHGHQWHUSULVH
World Trade Organisation

 Notice of the People's Bank of China on Issues Concerning RMB Settlement
IRU ,QYHVWPHQWV LQ )LQDQFLDO ,QVWLWXWLRQV LQ &KLQD E\ )RUHLJQ ,QYHVWRUV
&LUFXODU 1R  >@ 3HRSOH¶V %DQN RI &KLQD  th  2FWREHU 
YLHZHG  th -XQH   KWWSZZZSEFJRYFQSXEOLVKKXREL]KHQJFHHU
VLKWPO!
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Private Equity and Strategic Mergers & Acquisitions
Working Group
Key Recommendations
1. Redraft the Foreign Investment Law (FIL) so it Fully Aligns Foreign and
Domestic Investors
 8QLI\WKHQHZ),/SURYLVLRQVZLWKWKH&RPSDQ\/DZZKHUHDSSOLFDEOHWRGRPHVWLFHQWHUSULVHV
 Ensure that all approval requirements for equity purchase price payment deadlines, price
DGMXVWPHQWRUHDUQRXWDSSURYDOVDUHUHPRYHG
 Remove any reference to a threshold.
 Clarify the requirements and terms of the review for investments that require an approval and
remove conditional approvals.
 Ensure a consistent approach by all authorities (the National Development and Reform
Commission (NDRC), the State Administration for Industry and Commerce (SAIC) and the State
$GPLQLVWUDWLRQRI)RUHLJQ([FKDQJH 6$)( WRPDNHWKH),/ZRUNDEOH
 'H¿QHDZRUNDEOHDQGSUDFWLFDOVROXWLRQIRUH[LVWLQJQRQ&KLQHVHFRQWUROOHGYDULDEOHLQWHUHVW
HQWLWLHV 9,(V WRFRPSO\ZLWKQHZ),/SURYLVLRQV
 Clarify the scope of the national security review and ensure that it will not constitute a form of
economic protectionism.
 Clarify other issues such as (without limitation) the concept of control for listed companies and
WKHSURFHGXUHE\ZKLFKDIRUHLJQLQYHVWRUFDQDFTXLUHFRQWURORIDIDPRXVWUDGHPDUNRUWLPH
honoured brand.

2. Streamline Equity Transfer Provisions Involving Chinese State-Owned
Enterprises (SOEs)
 &ODULI\ WKH PLQLPXP WKUHVKROG SHUFHQWDJH RI VWDWHRZQHG VKDUHKROGLQJ WULJJHULQJ PDQGDWRU\
YDOXDWLRQDQGOLVWLQJUHTXLUHPHQWVSDUWLFXODUO\ZKHQWKHUHDUHPXOWLSOHOHYHOVRIVKDUHKROGLQJ
mandatory valuation and listing requirements should not apply where the state does not have a
controlling stake.
 5HPRYH WKH UHTXLUHPHQW IRU D PDQGDWRU\ VWDWHRZQHG DVVHW OLVWLQJ SURFHGXUH SURYLGHG WKDW
WKHSULFHWREHSDLGZLOOEHDWOHDVWSHUFHQWRIWKHYDOXHGHWHUPLQHGE\DTXDOL¿HG3HRSOH¶V
Section Five: Financial Services

Republic of China (PRC) audit company) for transfer clauses where a foreign investor will
SXUFKDVHHTXLW\LQDIRUHLJQLQYHVWHGMRLQWYHQWXUH -9 FRPSDQ\IURPDVWDWHRZQHGSDUWQHU

3. Accelerate and Deepen Reform of the State-Owned Sector to Establish a
Level Playing Field between SOEs and Private Enterprises
 $FFHOHUDWHDQGGHHSHQUHIRUPRIWKHVWDWHRZQHGVHFWRUWRWUXO\OHYHOWKHSOD\LQJ¿HOGEHWZHHQ
62(V DQG SULYDWH HQWHUSULVHV LQFOXGLQJ IRUHLJQFRQWUROOHG HQWHUSULVHV WR WKH ZLGHVW H[WHQW
consistent with China’s national security.

4. Further Open China’s Capital Market to Foreign-invested Enterprises (FIEs)
 6LPSOLI\UXOHVIRUIRUHLJQLQYHVWRUVUHJDUGLQJWKHVHOOLQJRIVKDUHVRIOLVWHG-9VLQOLQHZLWKWKH
principle of national treatment.

%OXHÀDJVLQGLFDWHLVVXHVWKDWWKHZRUNLQJJURXSUHFRPPHQGVVKRXOGEHDGGUHVVHGLQWKH(8&KLQD&$,QHJRWLDWLRQV
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 5HPRYHWKHSURSRVDOLQWKHGUDIW),/IRUDGGLWLRQDOGLVFORVXUHUHTXLUHPHQWVRQLQYHVWPHQWVE\
foreign investors in listed companies.
 $OORZIRUHLJQLQYHVWRUVLQFOXGLQJ4XDOL¿HG)RUHLJQ,QVWLWXWLRQDO,QYHVWRUV 4),,V DQGRenminbi
Qualified Foreign Institutional Investors (RQFIIs), equal opportunities to purchase and sell
shares freely on the National Equities and Exchange Quotations (NEEQ).

Introduction to the Working Group
7KH3ULYDWH(TXLW\DQG6WUDWHJLF0HUJHUV $FTXLVLWLRQV
0 $  :RUNLQJ *URXS LQFOXGHV SULYDWH HTXLW\ 3( 
DQG YHQWXUH FDSLWDO 9&  SURIHVVLRQDOV PHUJHUV 
DFTXLVLWLRQV 0 $ KHDGVHPSOR\HGLQODUJH(XURSHDQ
corporations; Chinese and European fund managers
from funds of European origin; and European

companies and contains several fundamental changes
to the foreign investment regime.
The draft law removes the previous investment
catalogue and creates a negative list—the Special
Administration Catalogue—which will identify industries

professionals working for or with international PE

where foreign investment is restricted or not permitted.
Sectors that are not included on this negative list will be

funds. The working group also engages professionals

permitted. Special approval requirements that were only

RSHUDWLQJ LQ DQ DGYLVRU\ FDSDFLW\ RQ 3( DQG 0 $
related matters.
7KHZRUNLQJJURXSVHHNV¿UVWWRDFKLHYHDOHYHOSOD\LQJ
field for all market participants, both Chinese and
foreign, and second to provide a credible platform for
H[FKDQJHDQGH[SHUWLVHVKDULQJDPRQJDFWLYHSOD\HUV

DSSOLFDEOH WR IRUHLJQLQYHVWHG HQWHUSULVHV ),(V  ZLOO
be abolished. Agreements for the acquisition of equity
RU DVVHWV RU MRLQW YHQWXUH -9  DJUHHPHQWV ZLOO QR
longer require government approval to take effect. This
important change gives the parties much more control
over the structure and the timing of their transactions.

LQWKH3(DQG0 $VHFWRU

+RZHYHUWKHGUDIWODZWLJKWHQVWKHFRQWURORYHU9DULDEOH

The working group appreciates the open dialogue

,QWHUHVW(QWLWLHV 9,(V ZKLFKZLOOEHWUHDWHGDVIRUHLJQ
investments if a foreign party has de facto control. This

that it has with the various Chinese regulatory bodies
FRYHULQJ3(DQG0 $LQ&KLQD5HJXODUFRPPXQLFDWLRQ
with the Ministry of Commerce (MOFCOM), the
State Administration of Foreign Exchange (SAFE),

Section Five: Financial Services

WUHDW IRUHLJQLQYHVWHG FRPSDQLHV HTXDOO\ WR &KLQHVH

the National Development and Reform Commission
(NDRC) and the China Securities Regulatory
Commission (CSRC), as well as regional authorities
in Shanghai and other cities, have proved beneficial
for mutual understanding between these bodies and
European companies operating in these sectors under

may give rise to considerable uncertainties for some
FXUUHQW9,(DUUDQJHPHQWVHVSHFLDOO\LQWKH,QIRUPDWLRQ
Communication and Technology (ICT) sector. Due to the
far reaching consequences of the draft law for the current
legal system, it is likely that the MOFCOM will need a
longer time period to consult with relevant agencies
before the law is formally adopted. It should be noted
that even after the draft law has been adopted, FIEs will
VWLOOUHPDLQDWDGLVDGYDQWDJHLQIUHHGRPRI¿QDQFLQJGXH
to the foreign exchange control regulations.

the supervision of these agencies. The working group
hopes that its contributions through this position paper

Reforms of the Outbound Investment Approval System

are received as a positive contribution towards the
development of the market for all players.

The approval system for outbound investments by
&KLQHVHFRPSDQLHVZDVOLEHUDOLVHGGXULQJ,QWKH

Recent Developments

past, many outbound transactions required approvals
from both the NDRC and the MOFCOM. The approval

Draft Foreign Investment Law
2Q  th -DQXDU\  WKH 02)&20 SXEOLVKHG WKH
GUDIW)RUHLJQ,QYHVWPHQW/DZ ),/ IRUSXEOLFFRPPHQW
The new law intends to enable the legal system to
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?

9LJRURXVO\GHYHORSDPL[HGHFRQRP\

What is the reality?

Status

No real systematic change has been seen. Market
dominance of SOEs has not been reduced.

Enact market rules that are fair, open and
transparent. All kinds of market players may

7KH GUDIW IRUHLJQ LQYHVWPHQW ODZ ),/  KDV
significant issues that go against this sentiment

enter areas not on the negative list on an

and FIEs are still treated differently to domestic

equal basis.

companies.

/LWWOHLPSURYHPHQW,WLVWKHLQWHQWRIWKH),/WRKDYH
Streamline the government structure.

a unified body for approving investments but this
has yet to materialise.

$OWKRXJK WKH ),/ GRHV SURYLGH VRPH UHOD[DWLRQ
Relax control over investment access.

in the law there has fundamentally been no
progress.

assets abroad as the uncertainty regarding whether a

 ,Q$SULO  WKUHH QHZ IUHH WUDGH ]RQHV ZHUH

transaction would receive an approval had sometimes

launched in Guangdong, Fujian and Tianjin.

FDXVHG FRXQWHUSDUWLHV WR DYRLG &KLQHVH LQYHVWRUV
and sometimes prevented Chinese investors from

Market Overview

participating in bidding processes.

Despite a slowing down of the gross domestic product
*'3  JURZWK UDWH WR  SHU FHQW LQ  &KLQD

China (Shanghai) Pilot Free Trade Zone Relaxation

continues to be an attractive destination for PE firms

and Expansion

due to its sustainable growth model, increasingly open
FDSLWDO PDUNHWV DQG D SRSXODWLRQ RI  ELOOLRQ ZLWK
a rising middle class. Fundraising activity increased

A series of positive developments occurred during

LVVXHGDGHFLVLRQWKDWRSHQHGXSDIXUWKHUVHFWRUVWR
foreign investors in the zone.
 ,Q )HEUXDU\  WKH 3HRSOH¶V %DQN RI &KLQD
(PBOC) announced that companies in the CSPFTZ
were permitted to borrow outside China without the
approval of the authorities.
 ,Q0DUFKLWZDVDQQRXQFHGWKDWWKH&63)7=
would be expanded to include the commercial
GLVWULFWVRI/XMLD]XL=KDQJMLDQJDQG-LQTLDR
 $VRI0DUFKWKH6KDQJKDL6WRFN([FKDQJHLV
preparing to launch an international trading platform
in the CSPFTZ.

LQ &KLQD RYHU WKH FRXUVH RI  ZLWK 8QLWHG 6WDWHV
'ROODUV 86'   ELOOLRQ UDLVHG E\ IXQGV IRFXVHG RQ
the country.7KLV UHSUHVHQWV DQ LQFUHDVH RI  SHU
FHQW RYHU  ,QYHVWPHQW DFWLYLW\ LQFUHDVHG YHUVXV
 LQ VSLWH RI WKH FKDOOHQJLQJ PDFUR HQYLURQPHQW
3ULYDWH(TXLW\¿UPVDQQRXQFHGLQYHVWPHQWVYDOXHGDW
86'ELOOLRQLQDSHUFHQWLQFUHDVHRYHU

After the initial public offering (IPO) moratorium was
repealed, exit activity picked up and prompted a
QHZ ZDYH RI 3(EDFNHG GHDOV 2EVHUYHUV H[SHFW DQ
LQFUHDVHGIRFXVE\3(¿UPVRQOLTXLGDWLQJSRVLWLRQVLQ
FRPSDQLHVDFTXLUHGRYHUWKHODVW¿YH\HDUV


Private Equity Roundup Chinath-DQXDU\YLHZHGth0D\KWWS
ZZZH\FRP*/HQ,QGXVWULHV3ULYDWH(TXLW\H\SULYDWHHTXLW\URXQGXSFKLQD!
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 LQ UHODWLRQ WR WKH &KLQD 6KDQJKDL  3LORW )UHH
7UDGH=RQH &63)7= $IWHU3UHPLHU/L.HTLDQJ¶VYLVLW
WR WKH &63)7= LQ 6HSWHPEHU  WKH 6WDWH &RXQFLO

:LWKUHJDUGVWRVWUDWHJLF0 $GHDOV&KLQD0 $VXUJHG

WKDQ  DUWLFOHV IRU WKH ),/ ,Q LWV FXUUHQW VWDWH WKH

 SHU FHQW E\ YROXPH DQG  SHU FHQW E\ YDOXH WR
UHDFK UHFRUGKLJKV GXULQJ  'HDO VL]HV ZHUHDOVR

),/GRHVQRWDFWXDOO\UHVXOWLQDQDOLJQPHQWRIWKHOHJDO
UHJLPHIRUIRUHLJQLQYHVWHGHQWLWLHVZLWKWKDWRIGRPHVWLF

PXFK ELJJHU LQ QHDUO\ DOO VXEVHFWRUV ±  &KLQD

companies; instead, it creates a new autonomous legal

0 $DW86'ELOOLRQZDVPRUHWKDQKDOIDVPXFK

framework for foreign investment in China. China falls

JDLQV DV WKH SUHYLRXV KLJK VHW LQ  DOWKRXJK WKH
majority of these deals took place between domestic
Chinese companies. )RUHLJQ LQERXQG VWUDWHJLF 0 $

short of establishing full national treatment for foreign
investors, who will still occasionally receive negative

also hit a record in value terms with some sizable deals
LQEDQNLQJDQG¿QDQFLDOVHUYLFHVLQSDUWLFXODU+RZHYHU

respect, the working group wishes to raise the following

treatment compared to domestic enterprises. In this
main issues.

WKH,32DFWLYLW\UHPDLQVEHORZWKHOHYHOVVHHQLQ
DQG

Negative list – Scope of control
8QGHU WKH ),/ IRUHLJQ LQYHVWPHQWV ZLOO EH VXEMHFW WR

,QWKHKHDOWK\WUHQGVLQ&KLQD0 $ZLOOFRQWLQXH
The working group looks forward to more serious
VWDWHRZQHG HQWHUSULVH 62(  UHIRUPV D PRUH RSHQ
¿QDQFLDOPDUNHWDQGDPRUHLQYHVWRUIULHQGO\UHJXODWRU\
environment to stimulate growth.

prior approval if they fall in one of the sectors on an
exhaustive list called the &DWDORJXH IRU WKH *XLGDQFH
RI ,QGXVWULHV IRU )RUHLJQ ,QYHVWPHQW (1HJDWLYH /LVW).
Because the content of the 1HJDWLYH /LVW is still
unknown, the working group is not in a position to
assess it. However, there is hope that such a list will be

Key Recommendations

limited and in line with regulations applying to Chinese
investments in China’s important commercial partners,

1. Redraft the Foreign Investment Law
(FIL) so it Fully Aligns Foreign and
Domestic Investors

such as Europe. Items on the list should strictly be
determined by factors such as national security, energy
resources, employment and other matters of public

Concern
7KHSURSRVHGGUDIW),/FUHDWHVPDQ\QHZXQFHUWDLQWLHV

Section Five: Financial Services

and may actually result in a regression for foreign
investment in many economic sectors.

interest. The list should not be used as a means of
economic protectionism.
Moreover, the draft law brings ‘indirect’ transactions
within the scope of foreign investment regulations and

Assessment
7KH IRUWKFRPLQJ ),/ ZKLFK ZLOO GHILQH KRZ IXWXUH
foreign investments in China will take place, is generally

classifies them as ‘foreign investment’. This approach

perceived as good news by European investors. The
working group in particular welcomes the expected
replacement of the )RUHLJQ,QYHVWPHQW&DWDORJXH with

multiple layers of entities down to the underlying PRC
enterprise, requires authority approval.

a nationwide negative list, as recommended in the
European Chamber’s European Business in China
3RVLWLRQ3DSHU.

In this respect, any transaction taking place outside

,IWKH),/DFKLHYHVLWVJRDOVLWZLOODGGUHVVVRPHRIWKH
key recommendations formulated by the working group
in previous versions of this position paper and make
equity acquisitions of domestic companies by foreign
investors easier.
<HW WKHUH LV D FOHDU SDUDGR[ EHWZHHQ DGYRFDWLQJ

FUHDWHVVLJQL¿FDQWXQFHUWDLQW\ZKHQWU\LQJWRGHWHUPLQH
whether an offshore transaction, which may involve

China but indirectly involving a PRC enterprise in a
restricted sector would end up requiring approval in
China. It is rare for countries to regulate overseas
transactions directly under domestic foreign investment
laws, and in practice authorities generally lack the
regulatory and executive capacity to properly and
consistently enforce such regulations.
)LQDOO\ WKH ),/ VWDWHV WKDW LQYHVWPHQWV DERYH D
given threshold should be subject to approval. This

national treatment for all companies and drafting more

FOHDUO\ JRHV DJDLQVW WKH UDWLRQDOH RI WKH ),/ ZKLFK
is to treat domestic and foreign investors equally,

 3Z&0 $5HYLHZDQG2XWORRN3Z&th-DQXDU\YLHZHGth
0D\KWWSZZZSZFKNFRPZHEPHGLDGRFBPDB
SUHVVBEULH¿QJBMDQSGI!

and there is no justifiable reason for doing so as the
sectors concerned with these transactions do not
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belong to any of the sensitive fields on the Negative
/LVW ,Q DGGLWLRQ DQ\ ODUJHVFDOH RIIVKRUH WUDQVDFWLRQ

Considering the above, the proposed review procedure

involving just one PRC entity may require an approval

in China.

is clearly a regression of foreign investment regulations

in China, because the global value of the transaction
would reach the threshold, even though the size of the

Requirement for a global and consistent administrative

Chinese entity may be absolutely insignificant. This is
obviously not workable. Therefore, any reference to a

approach

threshold should be removed and foreign investments
outside the 1HJDWLYH /LVW should not require any

authority overseeing foreign investments. The NDRC,

approval, regardless of their amount; likewise, offshore
transactions indirectly involving a PRC company outside
the 1HJDWLYH/LVW should not be subject to any approval.

(SAIC), the State Administration of Foreign Exchange

Procedure for approval

various other regulations impacting foreign investment,

8QGHU WKH ),/ WKH DXWKRULWLHV ZLOO VFUXWLQLVH IRUHLJQ
LQYHVWPHQWVXVLQJVHYHUDOIDFWRUVWKHLPSDFWRQHQHUJ\

and that such regulations are also amended to
guarantee equal treatment between foreign and domestic

resources, technological innovation, employment,

players.

Under the current system, the MOFCOM is not the only
the State Administration for Industry and Commerce
(SAFE), and various other departments also have
crosscutting functions in this area. Coordination is
UHTXLUHGWRHQVXUHWKDWWKH¿QDO),/UHFRQFLOHVZLWKWKH

environmental protection, production safety, regional
development, capital account management,

,Q SDUWLFXODU LW LV GLIILFXOW WR XQGHUVWDQG KRZ WKH ),/

competition, social and public interests, industry
development, profile of the foreign investor and its

will reconcile with the NDRC review and with foreign

actual controller, and any other factors prescribed by
the State Council.

WRWDODPRXQWRILQYHVWPHQWEHPDLQWDLQHG"

As a result, foreign investments will not be governed by
clear criteria provided by law, but by local authorities’
varying and discretionary interpretation of matters
as diverse and vague as ‘technological innovation’,
‘competition’ and ‘public interests’. Moreover,
transactions that raise potential competition issues are

exchange regulations, for example, will the concept of

Finally, in certain industries the authorities enforce
constraints on foreign investments besides the Negative
/LVW and with no legal grounds. For example, foreign
investment in some industries is ostensibly permitted,
but once foreign investors attempt to engage in the
industries the competent authority would be reluctant to
issue the required licences or permits. These practices
should be banned.

in this respect.

Status of existing VIEs

7KHSUR¿OHVRIWKHIRUHLJQLQYHVWRUVKRXOGQRWEHRIDQ\

7KH GUDIW ),/ VHULRXVO\ MHRSDUGLVHV YDULDEOH LQWHUHVW
HQWLWLHV 9,(V  WKDW DUH QRW µFRQWUROOHG¶ E\ &KLQHVH

relevance (excluding any sanctions applied by China,

investors.

be it United Nations (UN) sanctions or other domestic
sanctions).

<HW WKH IDFW LV WKDW D YDVW QXPEHU RI WKHVH VWUXFWXUHV

In addition, the competent foreign investment

have already been in place for more than a decade.
Foreign entrepreneurs have leveraged them in various

department may attach one or more condition such as
divestments or limitations of percentages. The situations
where such conditions can be requested are absolutely

sectors with the implicit tolerance of Chinese authorities.
,QDGGLWLRQDOO9,(VGRQRWDLPWRFLUFXPYHQWUHVWULFWLRQV
on foreign investment.

unclear and seem to be exclusively based only on the
GLVFUHWLRQDU\YLHZRIWKHRI¿FLDOVLQFKDUJHRIUHYLHZLQJ
the proposed transaction.

%DQQLQJ H[LVWLQJ IRUHLJQFRQWUROOHG 9,(V GRHV QRW
DSSHDU WR EH D IDLU RU UHDOLVWLF RSWLRQ ([LVWLQJ 9,(

)LQDOO\WKH),/IDLOVWRRUJDQLVHWUDQVSDUHQWDQGHI¿FLHQW

structures should continue to be permitted regardless of
who controls them.

recourses against negative decisions of approval
authorities.
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DOUHDG\DVVHVVHGXQGHUWKH$QWL0RQRSRO\/DZ $0/ 
VRWKH),/ZRXOGFOHDUO\FUHDWHDQXQQHFHVVDU\RYHUODS

Scope of national security review
The national security review is an extraordinary
procedure that exists in addition to the general approval
SURFHGXUH VHW RXW E\ WKH ),/$FFRUGLQJO\ LWV VFRSH

conditional approvals.
 Ensure a consistent approach by all authorities (the
1'5& WKH 6$,& DQG WKH 6$)(  WR PDNH WKH ),/
workable.

should be very narrow and focus on interests eventually

 'H¿QHDZRUNDEOHDQGSUDFWLFDOVROXWLRQIRUH[LVWLQJ

affecting national security, such as military or national
defence matters.

QRQ&KLQHVHFRQWUROOHG9,(VWRFRPSO\ZLWKQHZ),/
provisions.
 Clarify the scope of the national security review and

The working group is concerned to see the expansion

ensure that it will not constitute a form of economic

of the scope of the national security review and the
increase in subjected entities. Currently, the review

protectionism.
 Clarify other issues such as (without limitation) the

LV UHTXLUHG IRU 0 $ WUDQVDFWLRQV WKDW DIIHFW PLOLWDU\ RU

concept of control for listed companies and the

national defence interests or that involve key domestic

procedure by which a foreign investor can acquire

enterprises in areas such as agriculture, energy and

FRQWURO RI D IDPRXV WUDGHPDUN RU WLPHKRQRXUHG

resources, infrastructure and transport.

brand.

However, the current draft expands the scope of the
national security review by including new activities, like
JUHHQILHOG LQYHVWPHQW DQG ORQJWHUP ILQDQFLQJ DQG
factors like the “impact on public interests and the public
order” and “all other factors deemed necessary to be
considered”. The expanded scope actually makes the
review process more vague and opaque, which results
in increased uncertainty in the investment environment.
The working group recognises China’s authority to put
in place a process to review foreign acquisitions for
legitimate national security concerns. However, the
scope of the national security review, as described in

2. Streamline Equity Transfer Provisions
Involving Chinese State-owned
Enterprises
Concern
:KLOH WKH 3ULYDWH (TXLW\ DQG 6WUDWHJLF 0 $ :RUNLQJ
*URXS QRWHV WKDW RQ SDSHU &KLQHVH VWDWHRZQHG
interests can legitimately be secured using specific
regulations, experience shows that these regulations
often become an obstacle to the implementation of
DJUHHGXSRQ DQG ELQGLQJ FRQWUDFWXDO SURYLVLRQV
LQFOXGLQJ OLTXLGLW\ DQG H[LW SURYLVLRQV VHW IRUWK LQ -9
contracts.

Section Five: Financial Services

WKHUHOHDVHGGUDIW),/IDUH[FHHGVWKHXVXDOVFRSHRI
security matters, and the working group fears that it
may be used for protectionist purposes. Furthermore,

Assessment
Foreign investors are subject to burdensome

WKH 1DWLRQDO 6HFXULW\ /DZ 16/  LV H[FHVVLYHO\ EURDG
and creates a great deal of uncertainty for business,
as it implicitly leaves the Chinese Government with the

administrative procedures when selling or acquiring
HTXLW\LQ35&LQFRUSRUDWHGHQWLWLHV GRPHVWLFRUIRUHLJQ
LQYHVWHG WRRUIURP&KLQHVHSDUWQHUVVHFXULW\UHYLHZ

option of undermining foreign market access based on
unclear and broad national security considerations.

(where relevant), NDRC approval, MOFCOM approval,
Beijing Administration of Industry and Commerce
(BAIC) registration and SAFE registration.

Recommendations
 8QLI\WKHQHZ),/SURYLVLRQVZLWKWKH&RPSDQ\/DZ

Acquisitions of equity from SOEs require a mandatory

where applicable to domestic enterprises.
 Ensure that all approval requirements for equity
purchase price payment deadlines, price adjustment

valuation of the transferred equity and a listing
SURFHGXUH RSHQ WR WKLUGSDUW\ ELGGHUV 7KH OLVWLQJ
SURFHGXUHFUHDWHVDSDUWLFXODUO\LQHI¿FLHQWFRQVWUDLQWDV

RUHDUQRXWDSSURYDOVDUHUHPRYHG
 Remove any reference to a threshold.
 Clarify the requirements and terms of the review for

LQPRVWFDVHVWKH-9FRPSDQ\ZLOOEHYHU\VSHFL¿FDQG
RQO\WKH-9SDUWQHUZLOOEHLQDSRVLWLRQWRSXUFKDVHWKH
equity from a commercial or industrial standpoint.

investments that require an approval and remove
As a result of these numerous hurdles the binding effect
 'UDIW )RUHLJQ ,QYHVWPHQW /DZ RI WKH 3HRSOH V 5HSXEOLF RI &KLQD, MOFCOM,
SXEOLVKHGth-DQXDU\YLHZHGth-XQHKWWSWIVPRIFRPJRYFQ
DUWLFOHDVVKWPO!
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are clear. Any party acting in bad faith may effectively

Assessment

use the regulatory framework to escape its obligations.
In this respect, PRC laws and regulations do not

Past reforms to the SOE sector were a key driver

GLVWLQJXLVKZKHWKHU

+RZHYHU 62(V QRZ ODJ ZHOO EHKLQG WKH QRQVWDWH
sector in terms of their productivity performance,

 the transfer of equity results from a clause that has

of China's rapid economic rise in recent decades.

already been through the entire approval process.
This is the case, for instance, where the liquidity

contribution to economic growth and their role in China's

option (including its triggering events and pricing

state sector continues to dominate many key areas of

FRQGLWLRQV  LV VHW IRUWK LQ D IRUHLJQLQYHVWHG -9

the economy, commanding a disproportionate share of
the country's financial resources through a privileged

contract, which is always reviewed and approved by
the MOFCOM; or

broader economic development. Nevertheless, China's

position in the political system.

 the buyer is a foreign or Chinese investor. If the
buyer is Chinese, the approval process to be

)XUWKHU PDUNHWRULHQWDWHG UHIRUPV RI WKH 62( VHFWRU

followed creates a redundant workload for PRC

will therefore be crucial if China is to achieve ongoing

authorities as the final situation is not affected by

gains in productivity and to maintain a swift pace

the nationality of the seller and excludes any foreign

of economic development. The working group was

investment.

therefore encouraged to see reform of the SOE sector

Ultimately, the impossibility of enforcing equity transfer
clauses harms both Chinese and foreign investors.
Equity transfer clauses are indeed a classic and
powerful tool with respect to both governance (e.g.
solving deadlocks, ironing out contract breaches) and
¿QDQFLDOPDWWHUV HJHQVXULQJOLTXLGLW\IRUDQLQYHVWRU 
LQ-9FRPSDQLHV

clearly stated as a top priority after the Third Plenum of
WKH &KLQHVH &RPPXQLVW 3DUW\¶V th Congress (Third
Plenum).
The SOE sector currently holds back China’s economic
GHYHORSPHQWLQWZRPDLQZD\V
 62(V KDYH IDLOHG WR FRPSO\ ZLWK JRYHUQPHQW
stated policy that they should focus purely on the
strategic sectors of the economy, such as defence,
transportation, power and telecommunications,

 &ODULI\ WKH PLQLPXP WKUHVKROG SHUFHQWDJH RI VWDWH
owned shareholding triggering mandatory valuation

in which the government wishes to maintain a
strong guiding hand. As a result many SOEs are

and listing requirements, particularly when there are

operating in industries such as hospitality, real estate

PXOWLSOHOHYHOVRIVKDUHKROGLQJPDQGDWRU\YDOXDWLRQ
and listing requirements should not apply where the

development and retail in which they are able to
FRPSHWH XQIDLUO\ ZLWK WKHLU SULYDWHVHFWRU SHHUV E\

State does not have a controlling stake.
 5HPRYH WKH UHTXLUHPHQW IRU D PDQGDWRU\ VWDWH
owned asset listing procedure (provided that the

EHQH¿WLQJIURPFKHDSHU¿QDQFLQJIURPVWDWHRZQHG
banks, and favouritism from local governments in
terms of land sales and regulation.

SULFH WR EH SDLG ZLOO EH DW OHDVW  SHU FHQW RI WKH
YDOXHGHWHUPLQHGE\DTXDOL¿HG35&DXGLWFRPSDQ\ 
for transfer clauses where a foreign investor will

 'HVSLWHWKHVHSULYLOHJHVWKHSURGXFWLYLW\RIWKH62(V
ODJVVLJQL¿FDQWO\EHKLQGWKDWRIWKHSULYDWHO\RZQHG
enterprises (POEs), such that the SOEs’ return on

SXUFKDVH HTXLW\ LQ D IRUHLJQLQYHVWHG -9 FRPSDQ\
IURPDVWDWHRZQHGSDUWQHU

assets, for example, is currently around half of that of
their POE peers.

3. Accelerate and Deepen Reform of the
State-owned Sector to Establish a Level
Playing Field between SOEs and Private
Enterprises

There have been several pilot initiatives since the Third
Plenum to reform the SOE sector but, to date, they have

Concern
China’s continued economic growth and development is

those assets. Examples include CITIC Group’s injection
RI PRVW RI LWV DVVHWV LQWR &,7,& /WG 6LQRSHF¶V SDUWLDO

KLQGHUHGE\WKHPDUNHWGRPLQDQFHRILQHI¿FLHQW62(V
over large swathes of the economy.

sale of its fuel retail business and Jinjiang Group’s sale
RISHUFHQWRILWVKRWHOVEXVLQHVVWR+RQ\&DSLWDO

mainly involved introducing mixed ownership between
WKHVWDWHDQGSULYDWHVHFWRUVRISUHYLRXVO\VWDWHRZQHG
assets, with the state maintaining majority control of
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Recommendations

While appreciating that the government’s explicit efforts

such as the requirements to obtain the approval of the

WRUHIRUPWKHVWDWHRZQHGVHFWRUVKRXOGQRWEHYLHZHG
in isolation, and that for instance the government’s

MOFCOM to have at least one foreign promoter and to
maintain a foreign shareholding of at least ten per cent

¿QDQFLDOUHIRUPSODQVVKRXOGKDYHDVLJQL¿FDQWLPSDFW

post listing.

in reducing SOEs’ ability to access capital at preferential
rates, the working group does not believe that the pilot
initiatives described above are bold enough.

The working group suggests that these additional
UHTXLUHPHQWV WKDW DSSO\ WR ),&/6V DQG WKHLU LQYHVWRUV
should be removed. This would reflect the nationwide

Rather, there should be greater resolve to reduce SOE

trend of harmonising the regulatory requirements

LQYROYHPHQWLQQRQVWUDWHJLFVHFWRUVRIWKHHFRQRP\E\
VHOOLQJPDMRULW\RZQHUVKLSRIWKHUHOHYDQWVWDWHRZQHG

applicable to domestic entities and FIEs, as evidenced
E\ IRUH[DPSOH WKHQHZGUDIW),/DQGWKHUHSODFHPHQW

assets to the private sector. Without having control of
these assets the working group believes that the private

of many approval requirements by filing requirements
LQWKH¿HOGRIIRUHLJQGLUHFWLQYHVWPHQWDQGLVWKHUHIRUH

VHFWRUZLOOKDYHLQVXI¿FLHQWLQÀXHQFHWREHDEOHWRGULYH

consistent with overall Chinese government policy. It

up the productivity of the assets to the level that it

would also encourage foreign private equity investment
in domestic companies, by facilitating their ability to

currently realises from its own assets.

subsequently exit their investments through a Chinese
Furthermore, in order to maximise competition for these

IPO.

assets their ownership should be transferred to the
private sector in transparent processes designed to
achieve maximum value for the state and, to the extent

+RZHYHUWKHQHZGUDIW),/DSSHDUVWRGRWKHUHYHUVHE\

that it is permitted by the foreign investment regulations
then in force for the assets concerned, these processes
should be equally open to domestic and foreign

to file annual investment reports if they hold ten per
cent or more of the shares of a company listed on the
&KLQHVHFDSLWDOPDUNHWV $UWLFOH LQWKHVDPHZD\DV

investors.

foreign investors in unlisted companies have to. Even if

Recommendation

they hold less than ten per cent of the shares they need
WR¿OHDQQXDOUHSRUWVLQFOXGLQJGHWDLOVRIWKHSDVW\HDU¶V

 $FFHOHUDWH DQG GHHSHQ UHIRUP RI WKH VWDWHRZQHG

GHDOLQJV LQ WKH FRPSDQ\¶V VKDUHV $UWLFOH   7KH

VHFWRUWRWUXO\OHYHOWKHSOD\LQJ¿HOGEHWZHHQ62(V
DQGSULYDWHHQWHUSULVHVLQFOXGLQJIRUHLJQFRQWUROOHG

working group believes that in line with the principle of
national treatment for companies incorporated in China

enterprises, to the widest extent consistent with
China’s national security.

with foreign investment embodied in the draft law, and
given that a separate disclosure regime is operated

imposing additional requirements for foreign investors

Section Five: Financial Services

by the CSRC and the relevant stock exchange, these

4 Further Open China’s Capital Market to
Foreign-invested Enterprises (FIEs)

SURSRVHGDGGLWLRQDOQRWL¿FDWLRQUHTXLUHPHQWVRQIRUHLJQ
investors in listed companies should be removed.

Concern
There are still many restrictions hampering FIEs’ access

)XQGUDLVLQJ YLD &KLQD¶V RYHUWKHFRXQWHU HTXLW\
H[FKDQJH LQFUHDVHG WHQIROG GXULQJ  DV WKH

to the Chinese capital markets, particularly regarding
the sale and transfer of foreign investors’ shares.

platform emerged as an increasingly viable financing
channel for companies that might otherwise wait years

Assessment
Currently it is possible for a FIE to list on China’s

to list on the main stock exchanges. China’s leadership
has pledged to increase the role of capital markets
in the financial system in order to reduce reliance on

established stock markets by incorporating itself as,
or converting itself into, a Foreign Invested Company
/LPLWHGE\6KDUHV ),&/6 DQGWKHQDSSO\LQJIRUOLVWLQJ
on the exchange of its choice in accordance with the
relevant regulations. However, the requirements that an
),&/6 DQG LWV LQYHVWRUV PXVW VDWLVI\ WR WDNH WKLV SDWK
are more stringent than those for a domestic company,
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ODUJH VWDWHRZQHG EDQNV ZKLFK RIWHQ VK\ DZD\ IURP
OHQGLQJWRVPDOOHUFRPSDQLHV,QFUHDVLQJHTXLW\¿QDQFH
FRXOGDOVRKHOSVORZWKHZRUU\LQJEXLOGXSRI&KLQHVH
corporate debt since the financial crisis.  Although
 &KLQHVHVWDUWXSVÀRFNWR27&HTXLW\H[FKDQJH)LQDQFLDO7LPHVth November,
YLHZHGth$SULOKWWSZZZIWFRPLQWOFPVVIGIDFH
IIHDEGFKWPOD[]];RE(I(!
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this is a positive move, uncertainty remains as to
how foreign investors can buy and sell shares on the
National Equities Exchange and Quotations (NEEQ).
Due to the relative youth of the NEEQ, rules regulating

Abbreviations
$0/



without any option but to exit their investments once
they have listed on the NEEQ. While we understand
that the current legislation and procedures are under
formulation by the China Securities Depository and
&OHDULQJ &RUSRUDWLRQ /WG &6'&  WKHUH KDYH EHHQ
cases where foreign investors are unclear of the
procedures to execute a sale of their holdings.
Recommendations
 Simplify rules for foreign investors regarding the
VHOOLQJRIVKDUHVRIOLVWHG-9VLQOLQHZLWKWKHSULQFLSOH
of national treatment.
 Remove the proposal in the draft Foreign Investment
/DZ IRU DGGLWLRQDO GLVFORVXUH UHTXLUHPHQWV RQ
investments by foreign investors in listed companies.
 Allow foreign investors, including QFIIs and RQFIIs,
equal opportunities to purchase and sell shares
freely on the NEEQ.

$QWL0RQRSRO\/DZ

BAIC

Beijing Administration of Industry and
Commerce

CSRC

China Securities Regulatory Commission
China Securities Depository and Clearing

OLVWLQJSURFHGXUHVDQGVDOHWUDQVIHURIVKDUHVRIIRUHLJQ
investors after completion of the lock up period are still
under formulation. This has resulted in foreign investors

2015/2016

CSDC




CSPFTZ

&RUSRUDWLRQ/WG
China (Shanghai) Pilot Free Trade Zone

),&/6 )RUHLJQ,QYHVWHG&RPSDQ\/LPLWHGE\
Shares
),(



)RUHLJQLQYHVWHG(QWHUSULVH

),/)RUHLJQ,QYHVWPHQW/DZ
ICT

Information and Communication
Technology

IPO

Initial Public Offering

-9
-RLQW9HQWXUH
0 $ 
0HUJHUVDQG$FTXLVLWLRQV
MOFCOM
Ministry of Commerce
NDRC

National Development and Reform
Commission
National Equities Exchange and Quotations

NEEQ
PE
Private Equity
32(3ULYDWHO\RZQHG(QWHUSULVH
PRC
4),,



54),,



People's Republic of China
4XDOL¿HG)RUHLJQ,QVWLWXWLRQDO,QYHVWRU
5HQPLQEL4XDOL¿HG)RUHLJQ,QVWLWXWLRQDO
Investor

RMB
SAFE

Renminbi (currency)
State Administration of Foreign Exchange

SAIC

State Administration of Industry and
Commerce

62(6WDWHRZQHG(QWHUSULVH
9,(

9DULDEOH,QWHUHVW(QWLW\
9&

9HQWXUH&DSLWDO
Section Five: Financial Services
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2015/2016

Corporate Social Responsibility Forum
(VWDEOLVKHG LQ  WKH &RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ &65  )RUXP QRZ FRPSULVHV PRUH WKDQ  PHPEHU
FRPSDQLHVFRYHULQJDZLGHUDQJHRIGLIIHUHQWEXVLQHVVXQLWVLQFOXGLQJVXVWDLQDELOLW\&65PDUNHWLQJDQGFRPPXQLFDWLRQV
manufacturing, branding, public relations, government relations, community relations, corporate governance and
compliance, human resources, environment, and health and safety.

DSSURDFK WR &657KH IRUXP DOVR IRVWHUV &65 FRPPXQLFDWLRQ FROODERUDWLRQ DQG FRLQQRYDWLRQ EHWZHHQ (XURSHDQ
&KDPEHU PHPEHUV DQG &KLQHVH JRYHUQPHQW DJHQFLHV SURIHVVLRQDO RUJDQLVDWLRQV ORFDO EXVLQHVV SDUWQHUV DQG 1RQ
Government Organisations, as well as Chinese society at large.
,QOLQHZLWKWKH(XURSHDQ8QLRQ6WUDWHJ\RQ&65WKHIRUXPGH¿QHV&65DVWKHUHVSRQVLELOLW\RIHQWHUSULVHVWRFRQWULEXWH
towards creating a sustainable society, environment and economy. The forum aims to maximise the shared value of CSR
for its members in China.
Sustainability and CSR are increasingly gaining attention among both European and Chinese companies as a proxy of good
corporate governance. Consumers’ higher demands of sustainable and safe products, compelling concerns over natural
resource shortages, growing public supervision of responsible operations and supply chains, and increasing reporting
UHTXLUHPHQWVDUHWKHPDLQGULYHUVIRU(XURSHDQFRPSDQLHVWRDGRSWVXVWDLQDELOLW\UHODWHGVWUDWHJLHVLQWKHLUEXVLQHVV
During its ten years of activity, the Corporate Social Responsibility Forum has effectively engaged in a constructive dialogue
ZLWKWKH&KLQHVH*RYHUQPHQWRQFRQFHSWVRIVXVWDLQDELOLW\DQG&65SDUWLFXODUO\LQPRUHUHFHQW\HDUVVLQFHVWDWHRZQHG
enterprises (SOEs) have been required to produce sustainability reports.
,QWKHIRUXPKHOGDWRWDORIDFWLYLWLHVLQ%HLMLQJDQG6KDQJKDLLQFOXGLQJIRUXPPHHWLQJVZRUNVKRSVDQG
participated in external events such as the Multi Stakeholder Forum on Corporate Social Responsibility in Brussels.
Guest speakers covered a wide range of topics including young workforce, crisis management, CSR in Chinese outbound
investment, social entrepreneurship, consumer rights, child rights, gender in business principles, green supply chain and
the new scenario of ESG (Environmental, Social and Corporate Governance) disclosure.
,QOHYHUDJLQJWKHH[SHULHQFHRI(XURSHDQEXVLQHVVLQQHZVRFLHWDODQGHFRQRPLFG\QDPLFVWKH&RUSRUDWH
Social Responsibility Forum will continue fostering dialogue between European Chamber member companies and
&KLQHVHVWDNHKROGHUVLQRUGHUWRSURPRWH(XURSHDQ&65EHVWSUDFWLFHVDQGH[SORUHLQQRYDWLYHZD\VWRDFKLHYHORQJWHUP
sustainability and shared values. Moreover, the forum will also explore the opportunity of establishing capacity building and
career development platforms for future generations of CSR talent, practitioners and thought leaders.

Corporate Social Responsibility Forum
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Acting as an interactive platform, the Corporate Social Responsibility Forum aims to enhance the visibility of CSR while
promoting best practices established by European companies and emphasising the importance of a strategic and innovative

Government Affairs Forum
7KH *RYHUQPHQW$IIDLUV *$  )RUXP ZDV HVWDEOLVKHG LQ  DQG FRQVLVWV RI JRYHUQPHQW DIIDLUV SURIHVVLRQDOV IURP
member companies representing a wide range of industries, including multinationals, advertising agencies and public
relations consultancies. Most of the Government Affairs Forum’s participants have a great deal of experience of government
affairs and policy advocacy in Europe and China, both at local and central levels.

Section Six: Forums

Through quarterly meetings, featuring speakers from the academic world, industry and the Chinese Government, the forum
aims to be a platform to exchange best practices in GA, and a way for members to learn more about recent policies and the
latest trends in GA.
Information sharing among member companies can be very helpful when navigating China’s challenging regulatory
landscape, which is often lacking in transparency and predictability. The overall aim of the Government Affairs Forum is
to promote a fair and transparent regulatory environment in China, and to help members gain a better understanding of
China’s regulatory process. The forum is open to all members of the European Chamber.
As a platform that connects members with government, the Government Affairs Forum keeps abreast of key policy changes
in China. Over the past year, it analysed and translated a series of key documents available to all members, including State
Council documents on clearing up and standardising preferential tax policies, the Functional Change Coordination Group
and the 1HJDWLYH/LVW and National Security Review Measures for Foreign Investments in China’s Pilot Free Trade Zones.
,QWKHIRUXPNLFNHGRIIDURXQGWDEOHVHULHVWKHPHG)LQJHURQWKH3XOVH, to keep pace with developments after the
7KLUG3OHQXPDQGNH\LQVWLWXWLRQDODGPLQLVWUDWLYHDQGRSHQLQJXSUHIRUPVZLWKDKRUL]RQWDOLPSDFW*RYHUQPHQWDIIDLUV
VSHFLDOLVWVIURPPXOWLSOHLQGXVWULHVWDNHSDUWLQWKLVURXQGWDEOHRQDUHJXODUEDVLVWRUHYLHZDQGUHVSRQGWRWKHWRSOLQH
reform processes, supplementary to the existing advocacy carried out by the Chamber’s individual working groups.
The forum also organised and coordinated several seminars on hot policy topics, which enabled members to engage in
H[FOXVLYHGLDORJXHVZLWKJRYHUQPHQWRI¿FLDOVIURPWKH0LQLVWU\RI&RPPHUFH 02)&20 WKH1DWLRQDO'HYHORSPHQWDQG
Reform Commission (NDRC) and State Council Development and Research Centre (DRC). These included presentations
RQWKH(8&KLQD&RPSUHKHQVLYH$JUHHPHQWRQ,QYHVWPHQW &$, &KLQD¶VDQWLWUXVWLQYHVWLJDWLRQVDQGQDWLRQDOKHDOWKFDUH
reform.
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2015/2016

Marketing and Communications Forum

Participants in the Marketing and Communications Forum are marketing and communications professionals from a wide
range of industries. The forum provides a platform to exchange information, experiences and best practices among member
companies in all industries on the best use of marketing and communications to achieve business objectives in China.
Through regular meetings and events the forum aims to identify opportunities to improve the marketing and communications
industry in China.

behaviour. The growing popularity of Wechat in China has seen an increase in the number of companies and organisations
creating public Wechat accounts. How companies can utilise their public Wechat account and communicate with their
audience effectively has become a new hot topic for marketing and communications practitioners, Wechat payment and the
:HFKDWVWRUHKDVRSHQHGXSQHZRSSRUWXQLWLHVIRUHFRPPHUFH
Despite the strong momentum of Wechat, companies still consider Weibo as part of their marketing mix. Compared to
:HFKDWDFORVHGORRSFRPPXQLFDWLRQQHWZRUN:HLERLVDQRXWZDUGDQGRSHQQHWZRUN'XHWRWKHLUGLIIHUHQWIXQFWLRQDOLWLHV
and usage patterns, a strategic and thoughtful combination of Wechat and Weibo can help companies achieve their
PDUNHWLQJJRDOVPRUHHIIHFWLYHO\)RUIRUHLJQFRPSDQLHVLQ&KLQDDIUHTXHQWSUHVHQFHRQ/LQNHG,QLVFRQVLGHUHGDQRWKHU
useful tool in their social media mix.
Content marketing continues to be a hot topic among members. Regardless of what marketing tactics are used, content
marketing is part of the process.
In the past year, the Marketing Forum has met to discuss a number of topics including the changing nature of public
relations, the rise of employee branding, how companies leverage Wechat, event management and the mystery of
marketing measurement.

Marketing & Communications Forum
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Social media is continuing to reshape the Chinese marketing landscape and exerts a huge influence on consumers’

Manufacturing Forum
Due to the importance of South China as a manufacturing base for European companies the Manufacturing Forum was
HVWDEOLVKHGLQ1RYHPEHU7KHDLPRIWKHJURXSLVWREXLOGDFRPPRQSODWIRUPIRULWVPHPEHUFRPSDQLHVWRVKDUH
experiences, challenges, ideas and opinions on current issues in the manufacturing industry. A key factor in the success of
this forum is that it is attended only by senior members of the manufacturing community.

Section Six: Forums

Once common areas of concern have been highlighted representatives of the group regularly meet to discuss them with
the relevant government agencies at municipal and district levels. These meetings are frequently held with other European
Chamber working groups to add strength and focus.
,QWKHIRUXPKHOGRYHUDFWLYLWLHVLQFOXGLQJZRUNVKRSVIDFWRU\WRXUVPHHWLQJVDQGVHPLQDUV*XHVWVSHDNHUV
DWWKHVHHYHQWVVSRNHRQVSHFL¿FWRSLFVGHGLFDWHGWRPDQXIDFWXULQJPDQDJHPHQWZKLFKLQFOXGHGORJLVWLFVDQGFXVWRPV
the environment; energy; intellectual property; accountancy; cost control strategies; and lean manufacturing, among others.
,QE\OHYHUDJLQJWKHH[SHULHQFHRI(XURSHDQPDQXIDFWXULQJEXVLQHVVHVLQ6RXWK&KLQDWKH0DQXIDFWXULQJ
Forum will continue to foster and develop the dialogue between European Chamber member companies and Chinese
stakeholders in order to promote a better and more sustainable manufacturing environment.
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2015/2016

Retail Forum
7KH5HWDLO)RUXPZDVFUHDWHGLQVXFFHHGLQJWKH7UDGHDQG'LVWULEXWLRQ:RUNLQJ*URXS%DVHGLQ6KDQJKDL
WKH IRUXP FXUUHQWO\ FRQVLVWV RI  PHPEHU FRPSDQLHV LQYROYHG LQ PDQXIDFWXULQJ UHWDLOLQJ DQG GLVWULEXWLRQ ,WV
membership continues to expand, and represents major international stakeholders from a range of industry sectors,
such as cosmetics, clothing, luxury goods, consumer electronics, chemicals, medical devices and logistics.
$QXPEHURIPHPEHURQO\PHHWLQJVDVZHOODVSXEOLFHYHQWVDUHRUJDQLVHGWKURXJKRXWWKH\HDU7KHPDLQREMHFWLYH
EXVLQHVV RSSRUWXQLWLHV IRU DWWHQGLQJ FRPSDQLHV ,Q  ZH KRVWHG VHYHQ HYHQWV IRFXVLQJ UHVSHFWLYHO\ RQ
GLVWULEXWLRQQHWZRUNPRELOHSD\PHQWVYDOXHFKDLQFRQYHUJHQFHIRRGVDIHW\PDQDJHPHQWVPDOODQGPHGLXPVL]HG
HQWHUSULVHV¶ 60(V¶ RQOLQHEXVLQHVVVWRUHRSHUDWLRQVDQGVROXWLRQVLQVLJKWVDQGKLJKHQGPDUNHWGLDJQRVLVZKLFK
DWWUDFWHGJUHDWSDUWLFLSDWLRQIURPERWK(XURSHDQDQG&KLQHVHHQWHUSULVHV,QWKHIRUXPZLOOWXUQLWVDWWHQWLRQ
WRZDUGVGLJLWDOWHFKQRORJLHVFULVLVFRPPXQLFDWLRQDWWUDFWLRQRIWDOHQWDQGHFRPPHUFH
7KHIRUXPDOVRVHUYHVDVDSODWIRUPWRH[FKDQJHEHVWSUDFWLFHVDQGH[SHULHQFHVGHYHORSLQJWRSLFVRIVLJQL¿FDQFH
for its member companies and providing frequent updates on the Chinese market and relevant Chinese laws and
regulations. It enables member companies to network and connect with Chinese enterprises and organisations.

Sourcing Forum
7KH 6RXUFLQJ )RUXP ZDV HVWDEOLVKHG LQ 1DQMLQJ LQ  DQG EHFDPH DFWLYH LQ WKH 6RXWK &KLQD &KDSWHU LQ 0D\
7KHIRUXPFRPSULVHVRYHUSXUFKDVLQJSURIHVVLRQDOVIURPYDULRXVLQGXVWULHV,WUHVSRQGVWRWKHLQWHUHVWVRI
European enterprises that source a wide range of products in China, including consumer goods, equipment and tools,
SURGXFWLRQPDWHULDOVRI¿FHPDWHULDOVDQGRWKHUV,WDOVRDWWUDFWVH[SHUWVIURPOHJDODQG¿QDQFLDOVHUYLFHV
7KH 6RXUFLQJ )RUXP LV DQ HYHQWGULYHQ SODWIRUP WKDW UHJXODUO\ LQYLWHV H[SHUW VSHDNHUV WR JLYH SUHVHQWDWLRQV DQG
provides opportunities for roundtable discussions. Its aim is to facilitate the exchange of information, experiences,
best practices and business opportunities among member companies. The forum generally addresses issues related
to challenges and solutions for sustainable supplier relations as well as price trends and quality control of materials
DQGJRRGV6LQFHLWVHVWDEOLVKPHQWWKH6RXUFLQJ)RUXPKDVFRYHUHGDVLJQL¿FDQWQXPEHURIWRSLFVLQFOXGLQJVXSSOLHU
development, project planning for purchasing operations, supplier negotiations, purchasing logistics and supply chain
management.
,QWKH6RXUFLQJ)RUXPZLOOIRFXVRQSURYLGLQJLQIRUPDWLRQDERXWQHZFKDOOHQJHVDQGHPHUJLQJLVVXHV
over a series of conferences themed 3UR¿WDEOH6RXUFLQJLQ&KLQD. These conferences will focus on best practices for
managing suppliers, the cost of ensuring quality and strategies for operating in a more expensive China, with experts
from the industry sharing their insights and expertise.

Retail Forum
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of these activities is to provide a platform to exchange information, experiences and best practices, while providing

Small and Medium-sized Enterprise Forum
7KH6PDOODQG0HGLXPVL]HG(QWHUSULVH 60( )RUXPZDVHVWDEOLVKHGLQLQRUGHUWRSURYLGHDSODWIRUPIRU(XURSHDQ
SMEs to share experiences and gain practical information to support their business success in China. The forum comprises
PRUHWKDQ60(PHPEHUVRIWKH(XURSHDQ&KDPEHUDFURVVDZLGHUDQJHRILQGXVWULHV5HOHYDQWVWDNHKROGHUVLQFOXGH
(XURSHDQDQG&KLQHVHJRYHUQPHQWRI¿FLDOVDQG60(VXSSRUWVHUYLFHRUJDQLVDWLRQVVXFKDVWKH(XURSHDQ8QLRQ (8 

Section Six: Forums

SME Centre and China Intellectual Property Rights (IPR) SME Helpdesk.
(XURSHDQ60(VSOD\DQLPSRUWDQWUROHLQWKH(XURSHDQHFRQRP\EHLQJ³RXWRIHYHU\EXVLQHVVHVWZRLQHYHU\WKUHH
HPSOR\HHVDQGFHQWVLQHYHU\HXURRIYDOXHDGGHG´ China remains an attractive market for European SMEs that are
considering internationalisation.
6PDOODQG0HGLXPVL]HG(QWHUSULVHVIDFHPDQ\FKDOOHQJHVLQWRGD\¶VLQFUHDVLQJO\FRPSHWLWLYHPDUNHW7RKHOSRYHUFRPH
these challenges, the forum provides a strong network for companies conducting business in China to share resources and
gather and disseminate information on the regulatory environment. The forum cooperates with relevant European Chamber
ZRUNLQJJURXSVWRHQVXUHWKDWVSHFL¿FUHTXLUHPHQWVDQGFRQFHUQVRI60(VDUHYRLFHGWKURXJKWKH&KDPEHU¶VDGYRFDF\
DFWLYLWLHV$GGLWLRQDOO\WKHIRUXPRUJDQLVHVUHJXODUZRUNVKRSVRQ60(VSHFL¿FLVVXHVVXFKDV¿QDQFLQJEUDQGEXLOGLQJ
talent attraction and retention, and IPR.
7KH(XURSHDQ&KDPEHUFRQWLQXHVWRKRVWWKHDQQXDO6PDOODQG0HGLXPVL]HG(QWHUSULVH)RUXPHYHQWMarketing and
%UDQGLQJ\RXU60(7KURXJKRXW&KLQD, attracting hundreds of participants from across China. This event helps to equip
SMEs with the tools needed to adapt to China’s rapidly changing environment and provides tips on how SMEs should adapt
marketing and brand protection strategies before launching their products in China. The forum also introduces the free
resources available to EU SMEs in China through the EU SME Centre and the China IPR SME Helpdesk.
,QWKH6PDOODQG0HGLXPVL]HG(QWHUSULVH)RUXPKHOGDFWLYLWLHVLQ%HLMLQJ6KDQJKDLDQGWKH6RXWK&KLQD
Chapters. Meeting themes included employee retention, marketing and branding, IP protection and business solutions.
/HJDOH[SHUWVSURYLGHGFODULW\RQKRZQHZOHJLVODWLRQDQGWRSLFVVXFKDVWKH&RPSUHKHQVLYH$JUHHPHQWRQ,QYHVWPHQW
YLVDXSGDWHVDQGDQWLWD[DYRLGDQFHUXOHVFDQDIIHFW(860(VLQ&KLQD
,QWKHIRUXPZLOOFRQWLQXHWRRIIHULQIRUPDWLRQWDLORUHGWR60(VLQRUGHUWRKHOSWKHPGHYHORS,WDOVRDLPVWR
strengthen the platform of European enterprises and create more networking opportunities for European and Chinese
enterprises.

60(VDUHGH¿QHGE\WKH(8DVKDYLQJQRPRUHWKDQHPSOR\HHVDQGOHVVWKDQ(85PLOOLRQDQQXDOWXUQRYHUYLHZHGth-XQHKWWSHFHXURSDHXHQWHUSULVHSROLFLHV
VPHIDFWV¿JXUHVDQDO\VLVVPHGH¿QLWLRQLQGH[BHQKWP!
 $3DUWLDODQG)UDJLOH5HFRYHU\$QQXDO5HSRUWRQ(XURSHDQ60(V±(XURSHDQ&RPPLVVLRQ-XO\YLHZHGth-XQHKWWSHFHXURSDHXHQWHUSULVHSROLFLHV
VPHIDFWV¿JXUHVDQDO\VLVSHUIRUPDQFHUHYLHZ¿OHVVXSSRUWLQJGRFXPHQWVDQQXDOUHSRUWVPHVBHQSGI!
 (&KHOSV60(V/DQG6DIHO\LQ&KLQD(QWHUSULVH ,QGXVWU\0DJD]LQH(XURSHDQ&RPPLVVLRQth-DQXDU\YLHZHGth-XQHKWWSHFHXURSDHXHQWHUSULVHPDJD]LQH
DUWLFOHVPLVVLRQJURZWKLQWHUQDWLRQDOLVVXHVDUWLFOHBBHQKWP!
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Third Plenum Reality Checkck
Environment

Third Plenum Reality Check
What did the Third Plenum’s Decision
say?

What is the reality?
Foreign professional companies are unable to invest
in developing proper infrastructure due to the limited
number of licences available, most of which are allocated
to Chinese companies.

5HLQIRUFH HQYLURQPHQWUHODWHG PDUNHW
access standards.

Recent tenders that opened in some cities in China
for municipal solid waste incineration plants have set
SUHTXDOL¿FDWLRQFULWHULDZKLFKOLPLWDFFHVVWRWKH&KLQHVH
market for foreign waste treatment companies with a

Third Plenum Reality Check

global track record.
Accelerate pricing reform for natural re

Under the pressure of the consumer price index, local

sources and their products to give full
expression to their market supply and

governments tend to delay or reduce any increase of
the price of drinking water. This puts pressure on water

demand.

suppliers who, in response, have to manage their service
TXDOLW\WRDORZHUOHYHOWRRIIVHWWKHDGGLWLRQDOORVV

(VWDEOLVKDPDUNHWRULHQWHGPHFKDQLVP
to attract private capital to ecological
and environmental protection, and

Hence, more related laws and regulations are required
WRHQVXUHDJHQXLQHSXEOLFSULYDWHSDUWQHUVKLSLQZKLFK

LPSOHPHQWWKLUGSDUW\WUHDWPHQt of en

contracts must be obeyed and both parties must carry
equal responsibility.

vironmental pollution.
Change the current environmental
protection fee to an environment tax
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2015/2016

Finance and Taxation
Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

:HZLOOSURPRWHWKHUHIRUPRIYDOXHDGGHG

5HIRUP RI 9$7 LV LQ SURJUHVV DQG VKRXOG UHDFK

tax, and simplify tax rates appropriately.

FRPSOHWLRQLQ7KHWD[UDWHKDVEHHQVLPSOL¿HG

We will adjust the collection scope,
procedures and rates of consumption
tax, and impose this tax on products that
consume too much energy and cause
VHULRXVSROOXWLRQDVZHOODVVRPHKLJKHQG
consumer goods.
We will establish an individual income
tax system in which taxable income
is defined in both comprehensive and
categorised ways.

Status

Consumption tax reform has taken the first step by
extending the taxable scope to paint and coating,
which are energy intensive and create large volumes of
pollution.

No notable developments.

Insufficient progress. The European Chamber
recommends the overall improvement of the legislative

clear in taxation laws and regulations.

process with regard to the tax system in order to satisfy

Third Plenum Reality Check

All preferential tax policies will be made

this promise.
We will improve the regulatory mechanism
of income redistribution mainly by the
means of taxation, social security and

No notable developments.

transfer payment and enhance the
regulatory role of taxation.
Adjustments made to the resource tax based on a
QHZO\LVVXHGWD[FLUFXODUFDPHLQWRHIIHFWIURPst May,
 7KH UHYLVHG UHVRXUFH WD[ FRYHUV UDUH HDUWK
We will accelerate resource tax reform

tungsten and molybdenum, including raw ore and the

and change the current environmental

concentrate processed from mining ores, and is levied
on the basis of value rather than volume.

protection fee into an environment tax.

The draft of the environment tax has been released for
public comments.
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

;,,:HZLOOTXLFNHQVWHSVLQWKHGHYHORSPHQW
of a modern vocational education system, deepen

A number of initiatives have been implemented
VHH H[DPSOHV LQ .H\ 5HFRPPHQGDWLRQ  

the integration of production and cooperation
EHWZHHQVFKRROVDQGHQWHUSULVHVDQGWUDLQKLJK
calibre workers and technical talents.

KRZHYHUWKH\DUHQRW\HWVXI¿FLHQWWRSURYLGHWKH
pool of skilled candidates needed by businesses
by a long way.

Status

Third Plenum Reality Check
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Intellectual Property Rights
Third Plenum Reality Check
What did the Third Plenum’s Decision say?

Third Plenum Reality Check

'HHSHQLQJUHIRUPRIWKHPDQDJHPHQWV\VWHPIRUVFLHQFHDQGWHFKQRORJ\
“We will strengthen the application and protection of intellectual
property rights (IPR), improve the technological innovation incentive
mechanism, and explore ways to set up IPR courts.”
'HHSHQLQJUHIRUPRIWKHDGPLQLVWUDWLYHODZHQIRUFHPHQWV\VWHP
³:HZLOOLQWHJUDWHPDMRUODZHQIRUFHPHQWERGLHVUHODWLYHO\FHQWUDOLVH
WKH ODZHQIRUFHPHQW SRZHU SUHVV DKHDG ZLWK FRPSUHKHQVLYH
law enforcement, and do our best to resolve problems such as
overlapping functions and duplicate law enforcement to establish an
DXWKRULWDWLYH DQG HIILFLHQW DGPLQLVWUDWLYH ODZHQIRUFHPHQW V\VWHP
with the integration of power and responsibility. We will reduce the
hierarchy of administrative law enforcement, and allocate more
ODZHQIRUFHPHQW UHVRXUFHV WR WKH SULPDU\ OHYHO LQ VXFK NH\ DUHDV
as foodstuffs and medicines, production safety, environmental
protection, labour security, and coastal areas and islands. We will
straighten out the urban management law enforcement system, and
LPSURYH WKH OHYHO RI ODZHQIRUFHPHQW DQG VHUYLFH TXDOLW\ :H ZLOO
improve the procedure of administrative law enforcement, specify
areas of discretion, strengthen supervision over administrative law
enforcement, and comprehensively implement the responsibility
system as well as government funding for administrative law
enforcement, in order to promote strict, standardised, fair and
civilised law enforcement. We will improve the mechanism that
dovetails administrative law enforcement and criminal justice.”

What is the reality?
Parts of this promise are on track
for implementation, namely the
implementation of a separate
specialised system of IPR Courts.

Implementation of this promise
PD\EHUHÀHFWHGLQWKHSURSRVHG
draft fourth amendment of the
3DWHQW /DZ DV WKH\ UHODWH WR
devolving enforcement powers
to administrative authorities. The
UHVXOWVLPSDFWRIWKLVGHYROXWLRQ
will need to be assessed once
the final version of the fourth
amendment has been issued.
The same applies to the
$GPLQLVWUDWLYH 3URFHGXUH /DZ
ZKLFK FDPH LQWR HIIHFW RQ  st
0D\WKHLPSDFWRIZKLFK
will likewise have to be assessed
once more experience has been
garnered of its operation in
practice.

 (QVXULQJ WKH LQGHSHQGHQW H[HUFLVH RI WKH MXGLFLDO DQG
Regulations of the SPC on
procuratorial power in accordance with the law.
WKH -XULVGLFWLRQV RI ,3 FRXUWV
“We will reform the judicial administration system, unify the i n B e i j i n g , S h a n g h a i a n d
management of staffs, funds and properties of courts and *XDQJ]KRX   1R might
procuratorates below the provincial level and explore ways to constitute an opportunity to
establish a judicial jurisdiction system that is appropriately separated implement this promise, by
from the administrative divisions to ensure that the state laws are e x p e r i e n c i n g n e w s p e c i f i c
enforced properly and uniformly. We will establish a judicial personnel SURFHGXUHV ,WV LPSDFWHIIHFW
PDQDJHPHQWV\VWHP¿WWLQJWKHLUSURIHVVLRQDOFKDUDFWHULVWLFVLPSURYH will need to be assessed when
WKH V\VWHP IRU XQLILHG UHFUXLWPHQW RUGHUO\ H[FKDQJH DQG OHYHOE\ more practical experience has
level promotion of judges, procurators and the police, improve the been garnered with the new
FODVVL¿HGPDQDJHPHQWV\VWHPRIOHJDOSHUVRQQHODQGJXDUDQWHHWKH specialist IPR court system.
job security of judges, procurators and the police.”
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

6XSSRUWWKHKHDOWK\GHYHORSPHQWRIWKHQRQ

Access to financing is still a major challenge in
carrying out businesses in China, particularly for

public sector.

Status

SMEs.
The Central Government SME Development
Fund will be used to support SME development

Deepen reform of the management system
for science and technology.

in innovation to promote a healthy business
HQYLURQPHQWDQGIDLUPDUNHWFRPSHWLWLRQ7KH,QWHU
Chamber SME Working Group hopes foreign SMEs
ZLOOEHQH¿WIURPWKLVSRVLWLYHGHYHORSPHQW

Lega
g l & Comp
petition
Legal
Competition
Third Plenum Reality Check
What is the reality?

Relaxing control over investment access.

/HJDOVHUYLFHVKDYHEHHQPRYHGIURPWKHµUHVWULFWHG¶

“We will promote the orderly opening up of
finance, education, culture, healthcare and

to the ‘prohibited’ category.

other service sectors.”

Status

)RUHLJQODZ¿UPVFDQQRWSUDFWLFH35&ODZWKURXJK
WKHHPSOR\PHQWRILQGLYLGXDOVTXDOL¿HGLQ35&ODZ
0DQ\DVSHFWVRIWKHDSSOLFDWLRQRIWKH$0/UHPDLQ

Enacting market rules that are fair, open
and transparent.

unclear, detailed reasoning in important cases
remains unpublished and an increasing number of
transactions approved by the MOFCOM are subject
to remedies which can be far reaching.
/DFNRIWUDQVSDUHQF\LQWKHSURPXOJDWLRQHODERUDWLRQ
and implementation of laws and regulations by

IX. Promoting of the Rule of Law.

legislative, judiciary and administrative bodies remains
an issue.

Publ
Pu
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ic P
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?

9. “Enacting market rules that are fair,
open and transparent. We will implement
a unified market access system; and on
the basis of making a negative list, all
kinds of market players may enter areas
not on the negative list on an equal basis
and according to law.”

What is the reality?

Status

Restrictions to foreign investment have been eased,
but a nationwide negative list is not in place yet.
There is a discrepancy between restrictions to foreign
investment and actual market access. Because FIEs
are not considered ‘local Chinese’ enterprises, FIEs
may be founded but they still face market access
restrictions.

Third Plenum Reality Check

405

Third Plenum Reality Check

What did the Third Plenum’s Decision say?

Research and Development
Third Plenum Reality Check
What the Third Plenum’s Decision say?

What is the reality?
The working group has not seen a great

13. Deepening reform of the management system for
science and technology.

participate in China’s key projects. See

“We will set up and improve mechanisms and institutions

the working group’s recommendations

that encourage original innovation, integrated innovation,
DQGUHLQQRYDWLRQEDVHGRQLQWURGXFWLRQDQGDEVRUSWLRQ

for our thoughts on participation in major
China projects and subsidies.

LPSURYH WKH PHFKDQLVP WKDW HQFRXUDJHV PDUNHW
based technological innovation, and give free rein to
the market’s guiding role in technological research and
development orientation, choice of paths, pricing of
factors, and allocation of all innovation factors.”

Third Plenum Reality Check

deal of progress from the perspective
of FIEs. It remains difficult for us to

Shanghai City’s announcement of new
measures to develop Shanghai as a
VFLHQWL¿FDQGLQQRYDWLYHFLW\FRYHUVTXLWH
a few of these topics. The working group
looks forward to seeing these announced
measures take effect.

13. Deepening reform of the management system
for science and technology.
“We will strengthen the application and protection
of intellectual property rights (IPR), improve the
technological innovation incentive mechanism, and

7KUHH,3&RXUWVZHUHVHWXSLQDV
promised. In Beijing on 6 th November,
* X D Q J ] K R X  R Q    th D e c e m b e r a n d
6KDQJKDLRQth December.

explore ways to set up IPR courts.”
13. Deepening reform of the management system
for science and technology.
“We will develop the technology market, improve the
WHFKQRORJ\WUDQVIHUPHFKDQLVPLPSURYHWKH¿QDQFLQJ
FRQGLWLRQVIRUVPDOODQGPHGLXPVL]HGHQWHUSULVHVRI
science and technology, improve the venture capital
investment mechanism, innovate business models,
and promote the capitalisation and industrialisation of
VFLHQWL¿FDQGWHFKQRORJLFDODFKLHYHPHQWV´
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The China National Technology Transfer
(DVWHUQ &HQWUH ZDV RSHQHG RQ th April,
in Shanghai, integrating roles of technology
transfer, incubation, investment and
connection to the global market.

Status

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

2015/2016

Standards
Stan
St
anda
dard
rds
s an
and
d Co
Conf
Conformity
nfor
ormi
mity
ty A
Assessment
sses
ss
essm
smen
entt
Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the Reality?

We will further streamline the administration
and delegate more power to lower levels,
deepen the reform of the system concerning
matters subject to government examination and
approval, and reduce the central government’s
administration in micro affairs to the greatest
extent. We will cancel all administrative
approval procedures for economic activities
under the effective regulation of the market
mechanism. We will manage matters that
require administrative approval according to
SURFHGXUHVDQGZLWKKLJKHI¿FLHQF\

Several administrative licensing processes have
EHHQVLPSOL¿HGHJ. medical devices licensing and
cosmetics licensing, but more efforts are needed.

We will set up legal person governance
structure for public institutions, transform
TXDOL¿HGSXEOLFLQVWLWXWLRQVLQWRHQWHUSULVHVRU
VRFLDORUJDQL]DWLRQVDQGHVWDEOLVKDXQL¿HG
registration system for the management of
public institutions of all kinds.

Guiding opinions regarding the integration of
testing, inspection and certification (TIC) bodies
KDYHEHHQUHOHDVHGSURSRVLQJDWKUHHVWHSUHIRUP
timetable.

The government will strengthen the formulation
and implementation of development strategies,
plans, policies and standards, enhance market
activity monitoring and supply of public
services.

The Working Plan on Deepening the Standardisation
Reform shows a positive intention to optimise the
current standards system. However, it takes time
WR VHH WKH UHVXOWV RI FOHDQLQJXS RI WKH H[LVWLQJ
outdated, overlapping and contradictory standards. In
spite of positive changes, it is still difficult for foreign
stakeholders to contribute to the standards formulation
process. Besides, overly short and sharp transition
SHULRGVDVZHOODVLQVXI¿FLHQWFRPPHQWLQJSHULRGVDUH
hindering the implementation of standards.

Social organisations should be commissioned
to provide public services that they are apt to
supply and tackle matters that they are able
to tackle.

The Chinese Government will introduce social group
standards into the current standards system and
encourage competent social groups and industrial
alliances to develop such standards. In line with this
PDUNHWGULYHQDSSURDFKZHVXJJHVWWKDWDOOLDQFH
VWDQGDUGVFRQVRUWLDVWDQGDUGVEHLQFOXGHGLQVRFLDO
group standards.

Status

Third Plenum Reality Check

Third Plenum Reality Check
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Agriculture, Food and Beverage
Third Plenum Reality Check
What did the Third Plenum’s
Decision Say?

What is the Reality?

Status

At the central level, the framework is already set up – the China
Food and Drug Administration (CFDA) leads in food safety
Improve and unify an authoritative
food and drug safety supervision
organisation.

supervision in coordination with food safety units within the State
Administration of Industry and Commerce (SAIC) and the General
Administration of Quality Supervision, Inspection and Quarantine
(AQSIQ). At the local level, however, implementation does not
strictly follow the central framework. In some areas, there is no
coordination among local FDA, SAIC and AQSIQ authorities.

Third Plenum Reality Check

7KHQHZ)RRG6DIHW\/DZZKLFKZDVSDVVHGRQth$SULO
is more stringent than previous laws and regulations in terms of
Establish the most stringent
regulatory system covering the
whole process.

introducing dissuasive civil, administrative and criminal penalties
for offenders. As the details of its implementation regulations
have not yet been released, companies do not know clearly how
to comply with the new law. In terms of a regulatory system that
covers the whole process, China is far behind this target. This
has been reflected particularly in agricultural product safety –
from farm to processing to the table.
Current problems of the tracing system include unclear
requirements of food origin traceability, a lack of clear leading
and responsible government departments, and government

Establish a food tracing system

departments at all levels having their own interests in building

and quality labelling system.

separate tracing systems. This may add extra costs to companies
in order for them to adapt their business to different tracing
systems. There is also a lack of recognition and harmonisation of
existing tracing systems already established by businesses.
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Third Plenum Reality Check
What did the Third Plenum’s Decision
Say?

What is the reality?

Status

A foreign investor’s maximum share in the automotive
LQGXVWU\ LV OLPLWHG WR  SHU FHQW DQG HDFK IRUHLJQ FDU
/HW WKH PDUNHW SOD\ D GHFLVLYH UROH LQ
allocating resources.

PDNHULVOLPLWHGWRHVWDEOLVKQRPRUHWKDQWZRVXFK6LQR
IRUHLJQMRLQWYHQWXUHV -9V IRUWKHSURGXFWLRQRISDVVHQJHU
FDUVDQGWZRIRUFRPPHUFLDOYHKLFOHV µ¶ ,QDGGLWLRQ
there are requirements to invest at the minimum level and
WRVHWXSFRPSRQHQWPDQXIDFWXULQJDQG5 'FHQWUHV

Improve the transparency and

Multiple government agencies regulate the automotive

HI¿FLHQF\RIWKHJRYHUQPHQW

industry in an uncoordinated manner, resulting in different
XQGHUVWDQGLQJLQHI¿FLHQWZRUNDQGXQQHFHVVDU\FRVWV

Market supervision is a key and basic
prerequisite for the creation of a unified and
open, competitive and orderly market system.

Third Plenum Reality Check

The government keeps recommending technical road
maps.

/HWWKHPDUNHWFRPHXSZLWKLQQRYDWLRQ

7RGD\¶VV\VWHPLVVWLOOQRWHI¿FLHQWPDLQO\EHFDXVHRIZHDN
enforcement on vehicles and road side safety.

Auto
Au
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nts
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Third Plenum Reality Check
What did by the Third Plenum’s Decision
say?
Enacting market rules that are fair, open
and transparent.

What is the reality?

Status

European automotive suppliers in China are often
IRUFHGWRHVWDEOLVK-9VZLWK&KLQHVH2(0VLQRUGHUWR
JHWEXVLQHVV .5
The presence of counterfeit products is the strongest

Deepening reform of the administrative
ODZHQIRUFHPHQWV\VWHP

impediment to the development of a healthy independent
aftermarket. This inhibits growth for real competition in
WKHVHUYLFHDQGUHSDLURIYHKLFOHV .5DQG.5

Third Plenum Reality Check
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Carbon Market
Third Plenum Reality Check
What did the Third Plenum’s Decision
say?

What is the reality?

Status

7KHODXQFKRIWKH(76SLORWVLQUHSUHVHQWVRQH
We will … implement a trading system for
«FDUERQHPLVVLRQ«HVWDEOLVKDPDUNHW

of the first attempts in the use of the market as a tool
to allocate resources and determine the price of a
commodity. But it is now time to act on this principle and

oriented mechanism to attract private capital

develop the market in a fair, open and transparent way.

to ecological and environmental protection.

The market mechanism should also be improved so
that the emissions price is determined by the market
resulting in lowest cost reductions.

Third Plenum Reality Check
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Third Plenum Reality Check
What did the Third Plenum’s Decision Say?

What is the reality?

,«(FRQRPLFV\VWHPUHIRUPLVWKHIRFXVRIGHHSHQLQJWKH

7KHSRVWPDUNHWVXSHUYLVLRQV\VWHP

reform comprehensively. The underlying issue is how to strike
a balance between the role of the government and that of the

needs to be further improved to
PDNHLWPRUHULVNIRFXVHG

market, and let the market play the decisive role in allocating
resources and let the government play its functions better. It is
a general rule of the market economy that the market decides
the allocation of resources. We have to follow this rule when
we improve the socialist market economy. We should work
hard to address the problems of market imperfection, too much
government interference and poor oversight.

It is good to see the concept of
µUHVSRQVLEOHSHUVRQV\VWHP¶LQWURGXFHG
in the current draft of &+05. The
working group is looking forward to
seeing its implementation, as it is the
basis of streamlining administration
and decentralising authority.
7 K H  G R P H V W L F   Q R Q  V S H F L D O

,9«)XOO\DQGFRUUHFWO\SHUIRUPLQJJRYHUQPHQWIXQFWLRQV
We will further streamline the administration and delegate
more power to lower levels, deepen the reform of the system

cosmetics notification system has
been welcomed by the industry and
worked well in a lot of provinces.

concerning matters subject to government examination and
approval, and reduce the central government’s administration
in micro affairs to the greatest extent. We will cancel all

However, in some provinces
registration requirements still apply.

administrative approval procedures for economic activities
under the effective regulation of the market mechanism. We
will manage matters that require administrative approval

,PSRUWHGQRQVSHFLDOFRVPHWLFVDUH

according to procedures and with high efficiency. We will
WUDQVIHU ODUJHVFDOH DQG ZLGHO\SDUWLFLSDWHGLQ VRFLDO DQG
HFRQRPLFSURMHFWVWRORFDODQGFRPPXQLW\OHYHOPDQDJHPHQW
IRUFRQYHQLHQFHDQGHI¿FLHQF\

required to be registered with the
CFDA before entering the Chinese
market. Complicated review and
approval procedures are inefficient,
and the policy for delegating powers
WRORZHUOHYHOVRIJRYHUQPHQWKDV
not been implemented.
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Third Plenum Reality Check
What did the Third Plenum’s Decision say?

We must put in place a modern market system
in which enterprises enjoy independent
management and fair competition … products
and factors of production flow freely and
are exchanged on an equal basis, strive
to remove market barriers and raise the
HI¿FLHQF\DQGIDLUQHVVRIUHVRXUFHDOORFDWLRQ

What is the reality?

Status

Foreign investors in China are excluded from direct
bidding in shale gas licence rounds, and rules on indirect
access through PSCs are unclear. In addition, technical
data are not readily available to foreign and private
investors to allow an independent technical evaluation of
the resource potential.
Discriminatory barriers, such as localisation for
demonstration projects, prevent China from
establishing an equal and transparent market to
DFKLHYH&KLQD¶VORQJWHUPFOHDQFRDOVWUDWHJ\

Although China has started with reforming national

depth, greatly reducing the government's role in

gas pricing, there is still a need for a clear scheme for

the direct allocation of resources, and promote
resources allocation according to market rules,
market prices and market competition, so as to

this reform. Any such scheme should include a pricing
structure that rewards gas for the value it offers, while
simultaneously discouraging the use of coal.

Third Plenum Reality Check

We must actively and in an orderly manner
SURPRWHPDUNHWRULHQWHGUHIRUPLQZLGWKDQGLQ

PD[LPLVHWKHEHQH¿WVDQGRSWLPLVHWKHHI¿FLHQF\

%RWKWKHSXEOLFDQGQRQSXEOLFVHFWRUVDUHNH\
components of the socialist market economy,
and are important bases for the economic and
VRFLDOGHYHORSPHQWRI&KLQD>DQG@«:HZLOO
continue to break up all forms of administrative
monopoly.

The power grid and the gas network are monopolised
E\ D IHZ VWDWHRZQHG JULG FRPSDQLHV WKDW DUH QRW
subject to appropriate supervision and transparency
UHTXLUHPHQWV7KLV PDNHV &KLQD¶V RQJULG V\VWHP
opaque for foreign companies and in this way adds
market access barriers.
Some local manufacturers and service suppliers can
receive subsidies and preferential treatment in certain
segments of the energy equipment market. Moreover,
WKH (GULYH FRPSUHVVRU PDUNHW LV GRPLQDWHG E\
one Chinese SOE, whereas the main associated
components are also dominated by SOEs.

We will establish and improve an environmental
protection system that strictly supervises the
emission of all pollutants, and independently
conduct environmental supervision and

Enforcement of the advanced fuel standards—
1DWLRQDO,9DQG9²ZKLFKZRXOGLPSURYHWKHTXDOLW\
of transportation fuels, is lacking.

administrative law enforcement.

Third Plenum Reality Check
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Healthcare Equipment
Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

:HZLOOSURFHHGZLWKDFRPSUHKHQVLYHUHIRUP«>RI @WKHUHJXODWRU\

The reform has been started,

system.

and it is underway.

We will accelerate the reform of public hospitals, ensure the
government shoulders its responsibilities in this regard, and set up a
VFLHQWL¿FPHGLFDOWUHDWPHQWDVVHVVPHQWPHFKDQLVPDQGDSHUVRQQHO
training and salary system suited to the characteristics of this sector.
We will reform the methods of insurance payouts, and extend
the medical insurance system to all the people. We will speed up
the completion of the medical insurance and medical assistance

Third Plenum Reality Check

system against fatal and serious diseases.

Research projects are
underway, realisation has not
started yet.

Research projects are
underway, realisation has not
started yet.

We will make full use of information means to promote the
GRZQZDUGÀRZRIKLJKTXDOLW\PHGLFDOVRXUFHVDQGVWUHQJWKHQWKH

In the planning phase, trials
RQJRLQJ QR UROHRXW RQ D

regional integration of public medical service resources.

large scale yet.

:HZLOOHQFRXUDJHSULYDWHIXQGVWRÀRZWRPHGLFDOVHUYLFHV¿UVW
VXSSRUWLQJ WKHP WR IORZ WR QRWIRUSURILW PHGLFDO LQVWLWXWLRQV :H
will allow private funds to invest directly in services that are short
of resources or are to meet diverse demands, and to participate in
the reform and restructuring of public hospitals in various forms.
We will allow … private medical institutions to be included in
designated medical insurance institutions.

Status

,QWKH)RUHLJQ,QYHVWPHQW
Catalogue, medical institutions
are still classified as
“restricted”.

5HDOLVHGLQ-XQH

 )RUHLJQ ,QYHVWPHQW &DWDORJXH  5HYLVLRQ  1'5& DQG 02)&20 HQWHUHG LQWR IRUFH th$SULO  YLHZHG rd -XO\  KWWSZZZVGSFJRYFQJ]GW
WBKWPO!
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Third Plenum Reality Check
What did the Third Plenum’s Decision Say?

What is the reality?

Status

The Metals and Mining Working Group has indeed
observed China continuing the development of its
economy with SOEs playing a leading role. SOEs are in
the process of undergoing positive internal reforms. In
terms of structural SOE reform, the working group notes
positively, that this reform leaves the door open to eventual
privatisation, along the lines of CITIC Bank’s privatisation.
II. Adhering to and Improving the Basic

Generally speaking, however, when it comes to metal
products such as steel, SOEs tend to only bring
“We must unswervingly consolidate and their products up to the lowest, widely acceptable
develop the public economy, persist in the q u a l i t y s t a n d a r d i n t h e m a r k e t . T h e y a r e n o t
dominant position of public ownership, give known to produce their products to the highest
IXOOSOD\WRWKHOHDGLQJUROHRIWKHVWDWHRZQHG possible quality standard, which in turn does not
sector, and continuously increase its vitality, induce higher quality in downstream industries.
Economic System

Third Plenum Reality Check

controlling force and influence. We must
unwaveringly encourage, support and guide

SOEs tend to compete with private enterprises on price,
WKH GHYHORSPHQW RI WKH QRQSXEOLF VHFWRU not on quality, which in turn forces private enterprises to
engage in price competition, at the expense of quality
and stimulate its dynamism and creativity.”
and often at the expense of environmental compliance.
Notable exceptions from this pattern, such as Baosteel,
have not spurred a sustained quality drive in peer
SOE steel mills. The next stage of China’s economic
development will necessitate a quantum leap in quality
and productivity, along the development paths that
Japan, Korea and Taiwan have taken. As far as metals
and mining is concerned, based on market dominance
of SOEs such a quantum leap would be unprecedented.
The working group recognises this important
commitment to a functioning and equitable market
9. Enacting market rules that are fair, open
environment. There are concerns, resulting from the
and transparent.
aspiration for market leadership by SOEs. Market
“We will implement a unified market access leadership as such carries potential problems to the
system; and on the basis of making a negative detriment of functioning, level markets, regardless if
list, all kinds of market players may enter in China or elsewhere. The Chinese Government has
areas not on the negative list on an equal VKRZQDQLPSUHVVLYHGHWHUPLQDWLRQWRGHDOZLWKPDUNHW
basis and according to law. We will explore a domineering forces, however, the working group is
management model for foreign investors with FRQFHUQHGDERXWDKLJKSRWHQWLDOIRUFRQÀLFWRILQWHUHVWV
SUHHQWU\QDWLRQDOWUHDWPHQWSOXVWKHQHJDWLYH when it comes to state organs dealing with SOEs. The
list ... We will propel reform of our domestic disproportionate number of exits of private enterprises
IURP WKH 62(GRPLQDWHG VWHHO PDUNHW EHDUV ZLWQHVV
commodity distribution structure while building
to such concerns. Another concern is that SOEs deny
a business environment under the rule of law.”
SULYDWH IRUHLJQRZQHG HQWHUSULVHV DFFHVV WR WKHLU
business, as experienced by working group members.

Third Plenum Reality Check
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Paediatric Nutrition Desk
Third Plenum Reality Check
What did the Third Plenum’s Decision
say?

What is the reality?

The underlying issue of the economic

This spirit has been well implemented. The ban on

system reform is how to strike a balance

subcontracting and original equipment manufacturers

between the role of the government and

2(0V  KDV EHHQ UHPRYHG IURP WKH QHZO\SXEOLVKHG

the market and let the market decide

)RRG6DIHW\/DZLQGLFDWLQJWKDWWKHJRYHUQPHQWIDYRXUHG

the allocation of resources.

the role of the market over administrative intervention.

Status

3HWURFKHPLFDOV
 &KHPLFDOV DQG 5H¿QLQJ
J
3HWURFKHPLFDOV&KHPLFDOVDQG5H¿QLQJ
Third Plenum Reality Check

Third Plenum Reality Check

What did the Third Plenum’s
Decision say?

We will persist in equality of
rights, opportunities and rules,
abolish all forms of irrational
UHJXODWLRQV IRU WKH QRQSXEOLF
economy, remove all hidden
barriers, and adopt specific
P H D V X U H V  I R U  Q R Q  S X E O L F
enterprises to enter franchising
¿HOGV

What is the reality?
Over the past two years, with the streamlining of government
approvals, the scope of projects requiring government
approvals has narrowed, and more project approval power is
now controlled by local governments. Working group members
hope that this will help to shorten the project approval time
for their investments, and that the central government
will strengthen ‘overall balancing’ to minimise the risk of
overcapacity.
The 1DWLRQDO /D\RXW 3ODQ for seven major petrochemical
SDUNV ZDV DGRSWHG E\ WKH 6WDWH &RXQFLO LQ -XQH 
Private firms have been granted more access to invest
in refinery, cracker and downstream products in these
parks. Working group members hope that the Chinese
Government will publicise more details of this plan.
In the revised )RUHLJQ ,QYHVWPHQW ,QGXVWULDO *XLGDQFH
CatalogueSURPXOJDWHGLQ0DUFKFDSVRQHTXLW\UDWLRV
for foreign direct investment (FDI) have been removed for
VHFWRUVOLNHFUDFNHUDQGUH¿QHU\:RUNLQJJURXSPHPEHUVVHH
more opportunities in cracker downstream investments.

Any price that can be determined
by the market must be left to the
market, and the government is not
to carry out improper interventions.
We will push ahead with pricing
reforms of water, oil, natural
gas, electricity, transportation,
telecommunications and some
other sectors while relaxing price
control in competitive areas.
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Third Plenum Reality Check

7KHSULFHRIQDWXUDOJDVLQFUHDVHGXQH[SHFWHGO\LQ7KLV
placed a severe burden on the operations of Petrochemicals,
&KHPLFDOVDQG5H¿QLQJ:RUNLQJ*URXSPHPEHUV¶IDFLOLWLHVWKDW
use natural gas a raw material. On top of that, more factors
such as the increased consumption tax on naphtha and other
petrochemical feedstocks, increasing costs for hazardous
waste treatment, adoption of consumption tax on chemicals
like coatings, the introduction of the national emissions trading
VFKHPH (76  WR EH ODXQFKHG LQ   HQYLURQPHQWDO DQG
carbon taxes, all combine to create additional cost burdens for
working group members’ investments in China.

Status
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:H ZLOO HQFRXUDJH QRQSXEOLF
enterprises to participate in SOE
reform, foster mixed enterprises
ZLWK QRQSXEOLF FDSLWDO DV WKH
controlling shareholder, and
encourage qualified private
enterprises to establish the
modern corporate system.
We will have the same laws and
regulations on Chinese and foreign
investment, and keep foreign
investment policies stable,
transparent and predictable.

2015/2016

Working group members noted positive developments in
the reform of ‘mixed ownership’ in central SOEs, and the
SURPRWLRQ RI WKH SXEOLFSULYDWH SDUWQHUVKLSV 333  PRGHO LQ
sectors like infrastructure and environmental protection.

Working group members noted China’s progress in adopting
negative lists in pilots FTZs and the drafting of Foreign
,QYHVWPHQW/DZ

Pharmaceuticals
Third Plenum Reality Check
What is the reality?

The main responsibility and role of the government is

Currently, there are only a few departments
streamlining administration effectively,

to strengthen and improve public services, safeguard
fair competition, strengthen oversight of the market
and maintain market order. We will further streamline
the administration and delegate more power to lower
levels, deepen the reform of the system concerning
matters subject to government examination and
approval. We will cancel all administrative approval
procedures for economic activities under the effective
regulation of the market mechanism.

We will improve the public security system. We
will improve unified, authoritative food and drug
safety oversight organisations. We will integrate
PDMRUODZHQIRUFHPHQWERGLHVUHODWLYHO\FHQWUDOLVH
WKH ODZHQIRUFHPHQW SRZHU SUHVV DKHDG ZLWK
comprehensive law enforcement, and do our best
to resolve problems such as overlapping functions
and duplicate law enforcement to establish an
DXWKRULWDWLYH DQG HIILFLHQW DGPLQLVWUDWLYH ODZ
enforcement system with the integration of power
and responsibility. We will reduce the hierarchy of
administrative law enforcement and allocate more
ODZHQIRUFHPHQW UHVRXUFHV WR WKH SULPDU\ OHYHO LQ
foodstuffs and medicines.

Status

for example, the drug price reform by the
FHQWUDOJRYHUQPHQW)URPst-XQHWKH
government no longer controls the maximum
retail price for drugs, but it should still be
FDXWLRXVDERXWLWVLQÀXHQFHRQSULFHLQRWKHU
forms. For example, in some provinces, local
governments set a minimum percentage
for price reduction, which contradicts the
PDUNHWIRUFHVRULHQWDWHGDSSURDFKWKHFHQWUDO
government has pledged to adopt.

7KH QHZ )RRG 6DIHW\ /DZ  has been
published, but supplementary policies are
still being devised. The working group
hopes the supplementary polices will give
clear guidance on administration and
enforcement. The working group hopes the
new supplementary policies consider the
differences between domestic regulations
and foreign regulations, and provide a
comprehensive mechanism to implement
the new law.

)RRG6DIHW\/DZ1DWLRQDO3HRSOH¶V&RQJUHVVHQWHUHGLQWRIRUFHst2FWREHUYLHZHGth-XO\KWWSZZZJRYFQ[LQZHQFRQWHQWBKWP!

Third Plenum Reality Check
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Third Plenum Reality Check

What did the Third Plenum’s Decision say?

We will reform the methods of insurance payouts,
and extend the medical insurance system to all
the people. We will speed up the completion of the
medical insurance and medical assistance system
against fatal and serious diseases. We will improve a

There is little progress on the methods of
insurance payouts.

financial input system for and the budgeting system
of social security. We will strengthen management of

It is still difficult for patients to receive

and supervision over investment of social insurance
funds, and encourage the funds to be invested into
diversified sectors in the market. We will steadily
make basic urban public services available to all

PHGLFDO WUHDWPHQW LQ FLWLHV ZKHUH KLVKHU
hukou is not located.
There is no timeframe for combining medical

permanent residents in cities, and incorporate farmers
who have registered as urban residents into the urban

insurance for urban workers, medical
insurance for urban residents, and the new

housing and social security network, and make sure

rural cooperative medical system (NRCMS).

WKHLUSUHYLRXVVXEVFULSWLRQWRROGDJHLQVXUDQFHDQG

Third Plenum Reality Check

medical insurance in the countryside continues in the
sy
ystem.
urban social securityy system.
We will improve the mechanism whereby prices
are mainly determined by the market. Relax price
control in competitive areas. We will abolish the
practice of raising medicine prices to make up for
the shortfall in hospital funds, rationalise the prices
of medical services and medicines, and establish
an appropriate compensation mechanism. Promote
PDUNHWRULHQWHG UHIRUP LQ ZLGWK DQG LQ GHSWK
greatly reducing the government's role in the direct
allocation of resources, and promote resources
allocation according to market rules, market prices
and market competition, so as to maximise the
EHQH¿WVDQGRSWLPLVHWKHHI¿FLHQF\
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Third Plenum Reality Check

The control on maximum retail prices for
drugs has been abolished. In some areas,
however, hospitals are manipulating
the bidding system to extract their own
revenue from the process. The working
group hopes the government enforces
its commitment to allow market forces
to form prices through competition by
devising supplementary policies to
support this reform.
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Rail
Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

Status

/LPLWHG PDUNHW DFFHVV UHPDLQV D PDMRU LVVXH IRU
/HW WKH PDUNHW SOD\ D GHFLVLYH UROH LQ

foreign players in the Chinese railway industry. No

allocating resources.

foreign entity is allowed to bid directly for a project in
rolling stock or signalling segments.
China has identified railway equipment—especially

The government should encourage
healthy competition on the market.

KLJKVSHHG UDLO HTXLSPHQW²DV D VWUDWHJLF HPHUJLQJ
industry, which means that the government will
FRQWLQXHWRVXSSRUWWKHGHYHORSPHQWRIVWDWHRZQHG
national champions in the field of railway equipment
manufacturing.

Create a fair and transparent regulatory
environment.

Third Plenum Reality Check

Foreign players in the rail industry are often not given
the opportunity to comment on drafts of standards and
specifications, which may lead to entry barriers and
unfair competition.

Renewable Energy
gy
Third Plenum Reality Check
What did the Third Plenum’s Decision
say?

What is the reality?

Status

Although the Chinese Government has approved a series
of regulations reflecting a desire to further promote the
development of renewable energy, those measures
We must put in place a modern market system
in which enterprises enjoy independent
management and fair competition …
products and factors of production flow
freely and are exchanged on an equal
basis, strive to remove market barriers,
and raise the efficiency and fairness of
resource allocation.

primarily support the development of Chinese companies
and technologies. Therefore, more transparency,
SDUWLFXODUO\LQWKHELGGLQJV\VWHPDQGDOHYHOSOD\LQJ¿HOG
are needed.
There is still a lot of potential in China in terms of biomass
development. But to allow European companies to
contribute to China’s biomass development, a more
open and flexible national power market is needed to
help European companies overcome barriers in terms of
permits, licensing and regulatory issues.

Third Plenum Reality Check
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Smart Grid
Third Plenum Reality Check
What did the Third Plenum’s
Decision say?

What is the reality?

We must put in place a modern

SURFHVVDQGWKH6*&&KDVDKXJHLQÀXHQFHRQWKHVWDQGDUGVHWWLQJ

market system in which enterprises
enjoy independent management

SURFHVV7KLVGLVFULPLQDWHVDJDLQVW(XURSHDQ¿UPVLQ&KLQD
Fair access to the development of the demand response (DR)

and fair competition … products

service market, microgrids and integrative DER is needed.

Status

There is a strict control of foreign participation in the standardisation

DQGIDFWRUVRISURGXFWLRQÀRZIUHHO\
and are exchanged on an equal
basis, strive to remove market

New market actors can only succeed if the regulatory framework

barriers, and raise the efficiency

and information, but this is currently lacking. Therefore, the

and fairness of resource allocation.

government should promote the development of a platform for the

HQVXUHVQRQGLVFULPLQDWRU\DFFHVVWRSRZHUV\VWHPLQIUDVWUXFWXUH

Third Plenum Reality Check

QRQGLVFULPLQDWRU\PDQDJHPHQWRISRZHUV\VWHPLQIRUPDWLRQ

Avia
Av
iati
tion
on and
and A
eros
er
ospa
pace
ce
Aviation
Aerospace
Third Plenum Reality Check
What did the Third Plenum’s Decision say?
,QQDWXUDOPRQRSRO\LQGXVWULHVLQZKLFKVWDWH
owned capital continues to be the controlling
shareholder … carry out reform focusing on
separation of government administration from
enterprise management …

What is the reality?
It is widely acknowledged among industry players
WKDW&KLQD¶VRYHUUHJXODWLRQLQWKHDYLDWLRQVHFWRU
has become a bottleneck to the market and risks
hampering industry growth.
There has been a very positive development in

Supporting the healthy development of the
QRQSXEOLFVHFWRU

the emergence of new private airlines. On the
manufacturing side, however, private sector
development lags behind. This is detrimental to
the development of new technologies and the
competitiveness of this sector in China.

… develop a mechanism within which the
market plays a key part in determining
innovation programmes and allocation of funds,
and assessing results.
All enterprise investment projects … should
be decided by the enterprises independently
in accordance with the law, and no longer
require government approval.

The support for innovation from private industry is
OLPLWHGDQGWKHDOORFDWLRQRIIXQGVLVQRWHI¿FLHQW

Burdensome administrative approval processes
are still common in certain areas, for instance
aircraft purchase and registration.

… improve the government organisational
structure, function composition and work
procedures.

Multiple government agencies regulate the
industry, resulting in different understanding,
LQHI¿FLHQWZRUNDQGXQQHFHVVDU\FRVWV

Further opening up inland and border areas.

China has been very active in developing western

… will support inland cities to start more
international passenger and freight air routes.

VRXWKZHVWQRUWKZHVW DUHDVZLWKVSHFLDOLQFHQWLYH
policies for direct international air links.

418

Third Plenum Reality Check

Status

European Business in China Position Paper

౹ഓᄽሞዐࡔॺᅱກ

2015/2016

Construction
Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

Status

³:HZLOOVWLFNWRWKHSDWKRIDQHZW\SHRI
urbanisation with Chinese characteristics,

Although sustainable urban development is still high

SXVKIRUZDUGSHRSOHRULHQWHGXUEDQLVDWLRQ

on the agenda, little progress has been seen the

promote the coordinated development of

last year. In the current challenging property market,

PHJDFLWLHV PLGVL]HG FLWLHV VPDOO FLWLHV
and small towns, promote the integrated

sustainability in particular has had less attention paid
to it. The sustainable development of a complete living

development of industries and cities, and

environment—not only limited to green buildings—

advance urbanisation and the building of

needs more attention in providing better living conditions.

new rural areas in a coordinated manner.”
Minor improvements have been seen in terms of
implementation of international best practises and

system for science and technology.”

standards, transparency, performance tracking and
codes.

“We will promote innovation in urban
construction management.”

Third Plenum Reality Check

“Deepening reform of the management

/LWWOH FKDQJHV KDYH EHHQ PDGH 6PDUW &LWLHV ZLWK
relevant technology and material innovations should
be promoted more and access for foreign global
players should be granted.

Information and Communication Technology
gy
Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

The China Standardisation Reform Plan was
proposed, making reference to improving

Some positive implementation of the Decision in the
workings of the China Communications Standards
$VVRFLDWLRQ¶V7HFKQLFDO&RPPLWWHH &&6$7& 
ZKLFK KDV EHHQ RSHQHG WR IRUHLJQ -9V +RZHYHU
a fair and equal opening of all important standards
development organisations to WFOEs is yet to be
seen.

the standardisation process, membership
RSHQQHVVDVZHOODVFHUWL¿FDWLRQSURFHVVHV

Status

No details of the implementation of the standardisation
reform plan yet.
1DWLRQDO .H\ 6FLHQFH  7HFKQRORJ\ 5 '
infrastructure should be open to the whole
industry without exception, if policy allows.
Build up new innovation reporting and
censoring mechanism and construct open
and transparent national research funding
management and project evaluation system.

6PDOO SRVLWLYH VWHSV KDYH EHHQ WDNHQ LQ ,&7
related China National Key Projects to allow limited
participation of FIEs by invitation only. The whole
system is still opaque and closed to FIEs, therefore
full openness and transparency needs to be
implemented.

Third Plenum Reality Check

419

Information Security
Third Plenum Reality Check
What did the Third Plenum’s
Decision say?

What is the reality?

Status

The China Banking Regulatory Committee’s (CBRC’s) *XLGH
lines on the Application of Secure and Controllable Infor
PDWLRQ7HFKQRORJ\WR6WUHQJWKHQ%DQNLQJ,QGXVWU\1HWZRUN
Security and Informatisation (&%5&*XLGHOLQHV) were never
published and stakeholders were not given the opportunity
to comment, as rule of law would dictate. This is particularly
VLJQL¿FDQWIRUWKHLQGXVWU\DVWKH&%5&*XLGHOLQHV’ empha
sis on products being “secure and controllable” could serve to
Adherence to ‘rule of law’

severely curtail access to the Chinese market to foreign pro
ducers.

Third Plenum Reality Check

$UWLFOH³:HPXVW«JRYHUQWKH
country according to the rule of
law.”

The OSCCA’s<HDU  &ODULILFDWLRQ 5HOHYDQW 4XHVWLRQV
5HJDUGLQJ &RPPHUFLDO 8VH (QFU\SWLRQ 0DQDJHPHQW <HDU
2000 Clarification) 1 states that only products of which the
core function is encryption are under the jurisdiction of the
OSCCA’s CERs. It is at present unclear whether the <HDU
&ODUL¿FDWLRQ is still adhered to, yet rule of law dictates
that any regulation needs to be formally repealed in order to
be no longer applicable by law.

Logistics
Third Plenum Reality Check
What did the Third Plenum’s Decision
say?
Streamline administration for foreign
enterprises.

What is the reality?

Status

Given the rising concerns over terrorism, the requirements
for tighter security have placed increased administrative
and operational burdens on the logistics industry.

Improve the transparency of governmental

The logistics industry’s involvement in the legislation

control.

and standards setting is very limited.

Reduce the governmental control over
investment access.

Domestic express companies still receive preferential
treatment in certain areas related to investment.

,Q0DUFKWKH26&&$UHOHDVHGWKHVRFDOOHGµ<HDU&ODUL¿FDWLRQ5HOHYDQW4XHVWLRQV5HJDUGLQJ&RPPHUFLDO8VH(QFU\SWLRQ0DQDJHPHQWZKLFKFODUL¿HVWKDWWKH
26&&$¶V&RPPHUFLDO(QFU\SWLRQ&RGHVRQO\DSSO\WR³VSHFLDOLVHGKDUGZDUHDQGVRIWZDUHIRUZKLFKHQFU\SWLRQDQGGHFRGLQJRSHUDWLRQVDUHFRUHIXQFWLRQV´
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Quality
Q
Qu
ality
y and Safety
y Services
Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the Reality?

We will implement a unified market access
system; and on the basis of making a negative
list, all kinds of market players may enter
areas not on the negative list on an equal
basis and according to law.

The general negative list has not been released
yet. The new rules published by the AQSIQ
this year still distinguish between foreign and
domestic investments. Moreover, the new rules
ZLOODSSO\XQWLO

We will explore a management model for foreign
LQYHVWRUVZLWKSUHHQWU\QDWLRQDOWUHDWPHQWSOXV
the negative list. We will make the business
registration system more convenient by reducing
the number of items that require qualification
YHUL¿FDWLRQWXUQLQJFHUWL¿FDWLRQEHIRUHOLFHQVLQJ
LQWROLFHQVLQJEHIRUHFHUWL¿FDWLRQDQGJUDGXDOO\
FKDQJLQJWKHSDLGLQFDSLWDOUHJLVWUDWLRQV\VWHP
into a subscribed capital registration system.

The new )RUHLJQ ,QYHVWPHQW &DWDORJXH has
UHPRYHGWKHLQVSHFWLRQDQGFHUWL¿FDWLRQLQGXVWU\
from the ‘restricted’ category, but in reality, this
is not reflected in the practice of the AQSIQ,
even in the CSPFTZ. The management model
has not yet been made public, and the number
RILWHPVWKDWUHTXLUHTXDOL¿FDWLRQYHUL¿FDWLRQKDV
not been reduced. The system of certification
before licensing was turned into licensing before
certification with respect to the certification
industry and the registration of import and export
product testing institutions.

We will reform the market oversight system,
implement uniform market oversight, tidy up
and annul all sorts of regulations and methods
that impede the national unified market and
fair competition, strictly ban and punish all
unlawful acts extending preferential policies,
combat regional protection, and oppose
monopoly and unfair competition.

For foreign institutions, there are no clear rules
ZLWK UHJDUG WR KRZ WR DSSO\ IRU VWDWHSURPRWHG
certification qualifications. So far, only domestic
certification institutions have obtained such
qualifications. The inspection and certification
industry is still characterised by market interference
E\ JRYHUQPHQWGHVLJQDWHG DJHQFLHV DV ZHOO DV
monopolies under administrative support.

We will establish and improve a social credit
system to commend honesty and punish
dishonesty.

Fake reports and certificates of internationally
ZHOONQRZQLQVSHFWLRQDQGFHUWL¿FDWLRQLQVWLWXWLRQV
still exist. A social credit system in the field of
product safety should run as a supplement to civil
dispute settlement without overly involving public
powers in the prevention and settlement process.

We will improve the market exit system in
which the good eliminates the bad, and perfect
the enterprise bankruptcy system.

No clear progress has been observed so far,
since the function of the market requires the
absence of administrative interference, including
WKHDGPLQLVWUDWLYHDSSURYDORITXDOL¿FDWLRQV

We will further streamline the administration
and delegate more power to lower levels,
deepen the reform of the system concerning
matters subject to government examination
and approval, and reduce the central
government’s administration in micro affairs to
the greatest extent.

There are no substantial changes in the inspection
and certification industry. Significant reduction in
the number of administrative approval items and
application documents has not been realised yet.

Status

Third Plenum Reality Check

Third Plenum Reality Check
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Third Plenum Reality Check

We will cancel all administrative approval
procedures for economic activities under the
effective regulation of the market mechanism.

The government still has doubts with regards
to the market’s ability to effectively regulate
economic activities.

We will manage matters that require
administrative approval according to procedures
DQGZLWKKLJKHI¿FLHQF\

7KHUH DUH QR VXI¿FLHQW IDFWV WR LQGLFDWH WKDW WKH
PDQDJHPHQWLVEHLQJUHJXODWHGDQGWKHHI¿FLHQF\
is improved.

We will promote government purchases of public
services by means of contract and entrustment,
and introduce a competition mechanism into
JHQHUDODIIDLUVPDQDJHPHQWVHUYLFHV

There are some symbolic projects but with many
restrictions.

We will accelerate the reform of public
LQVWLWXWLRQVEDVHGRQWKHFODVVL¿FDWLRQRIWKHLU
functions, increase government purchases of
public services, straighten up the relationship
between public institutions and their competent
DGPLQLVWUDWLYH GHSDUWPHQWV DQG SURPRWH GH
administration of public institutions.

Though there has been ample public discourse
on this matter, little has been done to put it into
practice.

We will improve the government’s organisational
structure, function composition, and work
procedures so that we will have a good
DGPLQLVWUDWLYH V\VWHP ZLWK GHFLVLRQPDNLQJ
executive, and oversight powers checking each
other and operating in concert with one another.

The tasks are heavy and will take time.

We will have strict management on performance,
IXO¿OJRYHUQPHQWUHVSRQVLELOLWLHVDQGHQVXUHWKH
integration of power and responsibility.

No clear progress has been observed so far.

We will introduce a list of the powers of local
governments and their working departments
DWDOOOHYHOVDQGSXEOLFLVHWKHSRZHUH[HUFLVH
process in accordance with the law.

It is uncommon that such information is made
public.

We will improve information disclosure in the
Party, government and other fields, so as to
SURPRWH WUDQVSDUHQF\ LQ GHFLVLRQPDNLQJ
management, services and results.

No clear progress has been observed so far.

We will speed up institutional reform to fight
formalism, bureaucracy, hedonism and
extravagance.

Formalism and bureaucracy still exist, but in a
form less obvious than previously.

We will improve the system under which
officials take the lead to improve work style
and stay close to the community to conduct
research, and perfect the system of keeping in
close contact with and serving the people.

Staying close to the community to conduct research
does not always lead to satisfactory results.
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Banking and Securities
Third Plenum Reality Check
What did the Third Plenum’s Decision say?

What is the reality?

Status

Foreign banks face restrictions to their organic
DQGQRQRUJDQLFJURZWKZKLFKFRQVLGHUDEO\OLPLWV

and orderly market system is the basis for

their market share and contribution to the Chinese

the market to play a decisive role in the

HFRQRP\)RUHLJQHQWLWLHVDOVR¿QGLWPRUHGLI¿FXOW

allocation of resources.

to access funding for their operations compared to
domestic entities.

Relaxing control over investment access.

7KHLQGXVWU\UHPDLQVRYHUUHJXODWHGZKHQLWFRPHV

We will have the same laws and regulations

to investments, especially regarding limitations

on Chinese and foreign investment, and

on investment in domestic players, setting up

keep foreign investment policies stable,

operations or obtaining licences (i.e. restrictions on

transparent and predictable.

RZQHUVKLSVHWWLQJMRLQWYHQWXUHV 

… improve the government organisational

A lack of coordination among the various

structure, function composition and work

authorities results in laws and regulations being

procedures so that we will have a good

applied and interpreted differently. This leads to

DGPLQLVWUDWLYHV\VWHPZLWKGHFLVLRQPDNLQJ

GLI¿FXOWLHVLQXQGHUVWDQGLQJKRZWRIXOO\FRPSO\

Third Plenum Reality Check

Third Plenum Reality Check

Establishing a unified, open, competitive
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Consumer Finance and Non-Banking Financial Institutions
Third Plenum Reality Check
What did the Third Plenum’s Decision
say?

What is the reality?

Financial reform and market opening

There has been an expansion of the CFC pilot programme

reform among the main priorities.

WR  FLWLHV HQFRXUDJLQJ SULYDWH FDSLWDO WR HQWHU 7KH
licensing process for new CFC companies is almost

Rebalancing the economy towards

complete. A number of European players (although with

consumption and the service sector

minority share) now have a presence in the market. All the

as the overarching policy goal.

points above represent a positive development.
Consumer finance companies and other NBFIs have a
VSHFLDOUROHWRSOD\LQWKHGULYHWRZDUGVµLQFOXVLYH¿QDQFH¶

Third Plenum Reality Check

since they often serve clients who are underserved by
‘Inclusive finance’ – a shift towards
a more equitable and high quality

traditional bank providers. The expansion of the consumer
finance pilot programme and the rapid development of

growth.

alternative credit providers, leveraging notably online
channels (with the ongoing efforts of Chinese regulators to
design appropriate Internet banking regulations, which for
the moment seem to be going in the right direction) are all
encouraging developments.
:KLOHWKH&)&LQGXVWU\LVVWLOODVWDWHRZQHGHQWHUSULVH 62( 

Fair competition and a better business
environment in China.

dominated sector (hence privileged access to information and
funding), the working group also sees a number of private
companies (including European players) taking their stake.
There is whole range of innovative companies operating via
online channels, where there is free competition – at least so
far. The working group will monitor what the new regulations
on Internet banking will bring.

Equal market access.

Equal access to funding.
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Third Plenum Reality Check

Given that the development of consumer finance is still
in the pilot phase, there are limits to the total number
of players in the market as well as strict geographical
restrictions for foreign companies.
)RUHLJQHQWLWLHVVWLOO¿QGLWPRUHGLI¿FXOWWRDFFHVVIXQGLQJ
for their operations compared to domestic entities.

Status
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Insurance
Third Plenum Reality Check
What did the Third Plenum’s Decision say?
(VWDEOLVKLQJDXQL¿HGRSHQFRPSHWLWLYHDQG
orderly market system is the basis for the
market to play a decisive role in the allocation
of resources.
Relaxing control over investment access. We
will have the same laws and regulations on
Chinese and foreign investment, and keep
foreign investment policies stable, transparent
and predictable.
… improve the government organisational
structure, function composition and work
DGPLQLVWUDWLYHV\VWHPZLWKGHFLVLRQPDNLQJ
… enact preferential policies, such as tax
exemption and deferral, and encourage the
development of enterprise annuity, occupational
annuity and commercial insurance, so as to bring
LQWRVKDSHDPXOWLOHYHOVRFLDOVHFXULW\V\VWHP

Status

Market forces should play a more important role in
the insurance industry. However, in the meantime,
market players are facing different limitations
preventing them from receiving effective national
treatment
7KHLQGXVWU\UHPDLQVRYHUUHJXODWHGZKHQLWFRPHV
to investments, especially regarding limitations
for setting up operations or obtaining licences, i.e.
UHVWULFWLRQVRQRZQHUVKLSRUHVWDEOLVKLQJ-9V
A lack of coordination between the various
authorities results in laws and regulations being
applied and interpreted differently. This creates
GLI¿FXOWLHVDQGSUHYHQWVFRPSDQLHVIURPKDYLQJD

Third Plenum Reality Check

procedures so that we will have a good

What is the reality?

clear understanding on how to fully comply.
$IDYRXUDEOHDQGHI¿FLHQWWD[DWLRQSROLF\QHHGVWR
be developed in order for the Enterprise Annuity
and the Commercial Pension to play an active and
sustainable role in the social welfare system.
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Private Equity and Strategic Mergers & Acquisitions
Third Plenum Reality Check
What did the Third Plenum’s Decision say?

9LJRURXVO\GHYHORSDPL[HGHFRQRP\

What is the reality?
No real systematic change has been seen. Market
dominance of SOEs has not been reduced.

Enact market rules that are fair, open and
transparent. All kinds of market players may

7KH GUDIW IRUHLJQ LQYHVWPHQW ODZ ),/  KDV
significant issues that go against this sentiment

enter areas not on the negative list on an

and FIEs are still treated differently to domestic

equal basis.

companies.

/LWWOHLPSURYHPHQW,WLVWKHLQWHQWRIWKH),/WRKDYH

Third Plenum Reality Check

Streamline the government structure.

a unified body for approving investments but this
has yet to materialise.

$OWKRXJK WKH ),/ GRHV SURYLGH VRPH UHOD[DWLRQ
Relax control over investment access.

in the law there has fundamentally been no
progress.
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Abbreviations
'(6 

7ULSOH'DWD(QFU\SWLRQ6WDQGDUG

*33 
7KLUG*HQHUDWLRQ3DUWQHUVKLS3URMHFW
55HJXODWLRQV 7KUHH*XDUDQWHHV5HJXODWLRQV
*



)RXUWK*HQHUDWLRQ

6



6DOHV6HUYLFH6SDUH3DUWVDQG6XUYH\

*
ABC



)LIWK*HQHUDWLRQ
Agricultural Bank of China

ACEA

European Automobile Manufacturers' Association

AEO

Authorised Economic Operator

AFC
AIC
AISI

Auto Finance Company
Administration of Industry and Commerce
American Iron and Steel Institute

$0($ 
$0/


$QWL0RQRSRO\(QIRUFHPHQW$XWKRULW\
$QWL0RQRSRO\/DZ

AOAC

Association of Analytical Communities

AOG
AQSIQ
$7&


Aircraft on the ground
General Administration of Quality Supervision, Inspection and Quarantine
$LU7UDI¿F&RQWURO

$70

$LU7UDI¿F0DQDJHPHQW



$8&/ 

$QWLXQIDLU&RPSHWLWLRQ/DZ

AWB
%9 

Air Waybill
%XVLQHVV7D[WR9$7

BAIC

Beijing Administration of Industry and Commerce

BAT
BCM
BCMA

Best Available Technologies
Billion Cubic Metres
Billion Cubic Metres per Annum

%&6
BCTC



%XVLQHVV&RQ¿GHQFH6XUYH\
China Bank Card Testing Centre

%(9

Biopharma

%DWWHU\(OHFWULF9HKLFOH
Biological Pharmaceutical

BIRI

Beijing Insurance Research Institute

%/

BOC
BoCom

%LGGLQJDQG7HQGHULQJ/DZ
Bank of China
Bank of Communications

BQT
CAAC

Bureau of Quality and Technology Supervision
Civil Aviation Administration of China

CAC
Cyberspace Administration of China
CAEFI
China Association of Enterprises with Foreign Investment
&$, (8&KLQD&RPSUHKHQVLYH$JUHHPHQWRQ,QYHVWPHQW
&$/ &KLQD$FFUHGLWHG/DERUDWRU\
CAME
China Association of Medical Equipment
CAPEX
Capital Expenditure
CATR
&%
CBRC



China Academy of Telecommunication Research
&HUWL¿FDWLRQ%RGLHV
China Banking Regulatory Commission

Abbreviations

427

CCAA

Central Cryptography Administration Authority

CCB
&&&

China Construction Bank


&KLQD&RPSXOVRU\&HUWL¿FDWLRQ

&&&$3

&KLQD&HUWL¿FDWLRQ&HQWUHIRU$XWRPRWLYH3URGXFWV

&&(5 

&KLQHVH&HUWL¿HG(PLVVLRQ5HGXFWLRQ

&&*7 
CCHP

&RPELQHG&\FOH*DV7XUELQH
Combined Cooling, Heat and Power

&&,6 

&KLQD&RPSXOVRU\&HUWL¿FDWLRQIRU,QIRUPDWLRQ6HFXULW\3URGXFWV

&&2& 

&KLQD&RQWLQHQW3URSHUW\ &DVXDOW\,QVXUDQFH&RPSDQ\

CCRA

Common Criteria Recognition Agreement

CCSA

China Communications Standards Association

&&79



CCUS
&'

&ORVHG&LUFXLW7HOHYLVLRQ
Carbon Capture Utilisation and Sequestration



CDB

&HUWL¿FDWHVRI'HSRVLWV
China Development Bank

CDE

Centre for Drug Evaluation

CDMD

Consumable and Disposable Medical Devices

CDS

Customs Declaration Sheet

CEC

Commercial Encryption Codes

CEEIA
CEPA

China Electrical Equipment Industrial Association
Closer Economic Partnership Arrangement

CERs

Commercial Encryption Regulations

CFC
CFDA

Consumer Finance Company
China Food and Drug Administration

CFETS
CGB

China Foreign Exchange Trade System
Chinese Government Bonds

CHIRA

China Health Insurance Research Association

CHMR
CHP

Cosmetics Hygienic Management Rules
Combined Heat and Power

CIQ

China Inspection and Quarantine Bureau

CIRC
CITIC

China Insurance Regulatory Commission
China International Trust Investment Company

&/3
&/7
CMA




&ODVVL¿FDWLRQ/DEHOOLQJDQG3DFNDJLQJ
&URVV/DPLQDWHG7LPEHU
China Metrology Approval

CMDE
CMIF

Centre for Medical Device Evaluation
China Machinery Industry Federation

CNAS
&1&$ 
CNG

China National Accreditation Service for Conformity Assessment
&HUWL¿FDWLRQDQG$FFUHGLWDWLRQ$GPLQLVWUDWLRQRIWKH3HRSOH¶V5HSXEOLFRI&KLQD
Compressed Natural Gas

CNR
&1<

CO
COCIR
COP

China Northern Railway
&KLQHVH<XDQ &XUUHQF\
Carbon Dioxide

CPC
CPCCC
CPFTZ

Communist Party of China
Communist Party of China Central Committee
China Pilot Free Trade Zone

&3,&
&33
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Abbreviations

European Coordination Committee of the Radiological, Electromedical and Healthcare IT Industry
Conference of the Parties

&KLQD3DFL¿F,QVXUDQFH&RPSDQ\
&HUWL¿FDWLRQRI3URGXFWLRQ3HUPLVVLRQ
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&4& 

&KLQD4XDOLW\&HUWL¿FDWLRQ&HQWUH

&40 

&KLQD4XDOLW\0DUN&HUWL¿FDWLRQ*URXS

CR

China Railway Corporation

CRn

Concentration Ratio

&5266

&KLQD5LVN2ULHQWHG6ROYHQF\6\VWHP

&55& 
&6'& 

&KLQD5DLO5ROOLQJ6WRFN&R/WG
&KLQD6HFXULWLHV'HSRVLWRU\DQG&OHDULQJ&RUSRUDWLRQ/WG

CSG

China Southern Power Grid Company

&6/ 

&\EHU6HFXULW\/DZ

CSP

Construction Service Provider

CSPFTZ

China (Shanghai) Pilot Free Trade Zone

CSR

China Southern Railway

CSRC
&7

China Securities Regulatory Commission


CTA
&7/

;UD\&RPSXWHG7RPRJUDSK\
Clinical Trial Authorisation



&702 

&RXQWHU7HUURULVP/DZ
&KLQD7UDGHPDUN2I¿FH

CTX

Coal Transformation

CUP

China Union Pay

DE
DER

Distributed Energy
Distributed Energy Resources

DG

Directorate General

DG
DOE

Distributed Generation
Designated Operational Entity

DR
'5*



Demand Response
'LDJQRVWLF5HODWHG*URXSV

DSM

Demand Side Management

DTA
EA

Double Taxation Agreement
Enterprise Annuity

EASA

European Aviation Safety Agency

EC
(&&56$

European Commission
(OOLSWLF&XUYH&U\SWRJUSK\5LYHVW6KDPLUDQG$GOHPDQDOJRULWKP

ECP
EDI
EDS

Energy Conservation Product
Electronic Data Interchange
Express Delivery Service

EGM
EHI

Enterprise Grading Management
Association of the European Heating Industry

EIA
(/3
(09

2015/2016




Environmental Impact Assessment
(QYLURQPHQW/DEHO3URGXFWV
(XURSD\0DVWHU&DUG9LVD

(09&R
EOR
(3/


*OREDOVWDQGDUGLVDWLRQERG\IRUFUHGLWDQGGHELWSD\PHQWFDUGVEDVHGRQFKLSFDUGWHFKQRORJ\
Enhanced Oil Recovery
(QYLURQPHQWDO3URWHFWLRQ/DZ

(32
ERP

(XURSHDQ3DWHQW2I¿FH
Enterprise Resource Planning



ES
ETS
ETSI

Energy Storage
Emissions Trading System
European Telecommunications Standardisation Institute

EU
(8&&$3

European Union
(8&KLQD&LYLO$YLDWLRQ3URMHFW
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EUR

Euro (Currency)

FCPA

Foreign Corrupt Practices Act

FDA

Food and Drug Administration

FDI

Foreign Direct Investment

),&/6 )RUHLJQ,QYHVWHG&RPSDQ\/LPLWHGE\6KDUHV
),(

)RUHLJQ,QYHVWHG(QWHUSULVH
),/)RUHLJQ,QYHVWPHQW/DZ
),3



),7



)RUHLJQ,QYHVWHG3DUWQHUVKLS
)HHGLQ7DULII

)5$1'

)DLUUHDVRQDEOHDQGQRQGLVFULPLQDWRU\

FSC

Forest Stewardship Council

FSMP

Food for Special Medical Purposes

FTZ

Free Trade Zone

)<3



)LYH<HDU3ODQ

GA

Government Affairs

GAC

General Administration of Customs

GB

Guobiao or Chinese national standard

GCP

Good Clinical Practice

GDP

Gross Domestic Product

GHG
GHS

Greenhouse Gas
Globally Harmonised System

GHTF

Global Harmonisation Task Force

*/3
*07




GMP
GPA
*3/

*RRG/DERUDWRU\3UDFWLFH
*XR0L7XLMLDQ or *XRMLD0LPD7XLMLDQ
Good Manufacturing Practice
Government Procurement Agreement



*RYHUQPHQW3URFXUHPHQW/DZ

GPP
GRP

Green Public Procurement
Good Refurbishment Practice

GSMA

Groupe Spéciale Mobile Association

GSP
GW

Good Supply Practice
Gigawatt

HCs
Health IT
++,


Hazardous Chemicals
Health Information Technology
+HU¿QGDKO±+LUVFKPDQ,QGH[

HKSARG
+17( 

Hong Kong Special Administrative Region Government
+LJKDQG1HZ7HFKQRORJ\(QWHUSULVH

HR
HSM
+65

Human Resources
Hardware Security Module
+LJK6SHHG5DLO



HTA
IAM
IC

Health Technology Assessment
Independent Aftermarket
Integrated Circuit

ICAO
ICBC

International Civil Aviation Organisation
Industrial and Commercial Bank of China

,&/
ICN
ICT



IDC
IEC
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,QWHUQDWLRQDO&RPSHWLWLRQ/DZ
International Competition Network
Information and Communication Technology
Internet Data Centre
International Electrotechnical Commission
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IECSC

2015/2016

Inventory of Existing Chemical Substances Produced or Imported in China

IIT

Individual Income Tax

IMDG

International Maritime Dangerous Goods

IMDRF

International Medical Device Regulators Forum

IMT

International Mobile Telecommunications

,07
INDC

,QWHUQDWLRQDO0RELOH7HFKQRORJ\ ,07 3URPRWLRQ*URXS
Intended Nationally Determined Contribution

IOC

International Oil Company

IoT

Internet of Things

IP

Intellectual Property

IPCC

Intergovernmental Panel on Climate Change

IPO

Initial Public Offering

IPR

Intellectual Property Rights

,6&&& 

&KLQD,QIRUPDWLRQ6HFXULW\&HUWL¿FDWLRQ&HQWUH

ISO

International Organisation for Standardisation

ISP

Internet Service Provider

IT

Information Technology

ITU

International Telecommunications Union

,9'



,Q9LWUR'LDJQRVWLF

JCCT
-/9



Joint Commission for Commerce and Trade
-RLQW/DZ9HQWXUH

-32



-DSDQ3DWHQW2I¿FH

-5300 
-9


-LQW5HIRUPDWLRQIRU3XEOLF+HDOWK6HUYLFHV0HGLFDO,QVXUDQFHDQG0HGLFDO3URGXFWLRQ&LUFXODWLRQ
-RLQW9HQWXUH

.,32
.2/




.RUHD,QWHOOHFWXDO3URSHUW\2I¿FH
.H\2SLQLRQ/HDGHU

/&&
/'5




/LIH&\FOH&RVW
/RDQWR'HSRVLW5DWLR

/1*



/LTXH¿HG1DWXUDO*DV

/R,
loT



/HWWHURI,QWHQW
Internet of Things

/7(
0 $
00





/RQJ7HUP(YROXWLRQ
0HUJHUVDQG$FTXLVLWLRQV
0DFKLQHWR0DFKLQH

KPI

Key Performance Indicator

0(''(9



7KH(XURSHDQ&RPPLVVLRQSURYLGHVDUDQJHRIJXLGDQFHGRFXPHQWVWRDVVLVWVWDNHKROGHUVLQ
LPSOHPHQWLQJ'LUHFWLYHVUHODWHGWR0HGLFDO'HYLFHV7KHJXLGDQFHGRFXPHQWVDUHFDOOHG³0(''(9V´

MEP
0(7,6 
0)6&$ 

Ministry of Environmental Protection
0RELOHDQG:LUHOHVV&RPPXQLFDWLRQV(QDEOHUVIRUWKH7ZHQW\7ZHQW\,QIRUPDWLRQ6RFLHW\
0XOWL)XQFWLRQDO6PDUW&DUG$OOLDQFH

MIIT
0/36 
0/5 

Ministry of Industry and Information Technology
0XOWL/HYHO3URWHFWLRQ6FKHPH
0LQLVWU\RI/DQGDQG5HVRXUFHV

MNC
MOE

Multinational Corporation
Ministry of Education

MOF
MOFCOM
MOH

Ministry of Finance
Ministry of Commerce
Ministry of Health

MOHRSS
02+85'

Ministry of Human Resources and Social Security
0LQLVWU\RI+RXVLQJDQG8UEDQ5XUDO'HYHORSPHQW
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MOJ

Ministry of Justice

02/$5 

0LQLVWU\RI/DQGDQG5HVRXUFHV

MOR

Ministry of Railways

MOST

Ministry of Science and Technology

MOT

Ministry of Transport

MPS
059



Ministry of Public Security
0HDVXUHPHQW5HSRUWLQJDQG9HUL¿FDWLRQ

MSA

Marked Surveillance Authorities

MSDS

Material Safety Data Sheets

MSE

Micro and Small Enterprise

MSS

Ministry of State Security

09%(5

0RWRU9HKLFOH%ORFN([HPSWLRQ5HJXODWLRQ

0912 

0RELOH9LUWXDO1HWZRUN2SHUDWRU

MW

Megawatt

NAFMII

National Association of Financial Market Institutional Investors

1$/



1HWZRUN$FFHVV/LFHQFH

1%),



1RQ%DQNLQJ)LQDQFLDO,QVWLWXWLRQ

NCE

New Chemical Entity

NDA

New Drug Application

NDRC
NEA

National Development and Reform Commission
National Energy Administration

NEEQ

National Equities Exchange and Quotations

1(9

NHFPC

1HZ(QHUJ\9HKLFOH
National Health and Family Planning Commission

NIST
NNIs

National Information Technology Standardisation
New Nine Initiatives
Nitrogen Dioxide

NO
NOC

National Oil company

NOx

Generic term for the various nitrogen oxides produced during combustion

NPC

National People’s Congress

NRCMS
15'/ 

New Rural Cooperative Medical System
1DWLRQDO5HLPEXUVHPHQW'UXJ/LVW

16/
2 0
O
OE
OECD

1DWLRQDO6HFXULW\/DZ
2SHUDWLRQDQG0DLQWHQDQFH
Oxygen




Original Equipment
Organisation for Economic Cooperation

OEM
OPS
26&&$

Original Equipment Manufacturer
Original Part Supplier
2I¿FHRIWKH6WDWHIRU&RPPHUFLDO&\SKHU$GPLQLVWUDWLRQ

OTC
33
3 &

Over the Counter
3HHUWR3HHU
3URSHUW\DQG&DVXDOW\




PARC
PBOC

number of vehicles available in certain area
People’s Bank of China

3%2&
3&5

PD

3HRSOH¶V%DQNRI&KLQD%DQNLQJ,QWHJUDWHG&LUFXLW&DUG6SHFL¿FDWLRQV
3HWURFKHPLFDOV&KHPLFDOVDQG5H¿QLQJ
Primary Dealer

PE
PE

Permanent Establishment
Private Equity
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3()& 

3URJUDPPHIRUWKH(QGRUVHPHQWRI)RUHVW&HUWL¿FDWLRQ

3+(9 

3OXJLQ+\EULG(OHFWULF9HKLFOH

30$



PMS

3UH0DUNHW$SSURYDO
Post Marketing Surveillance

PN

Paediatric Nutrition

32(
POS



3ULYDWHO\2ZQHG(QWHUSULVH
Point of Sales

333



3XEOLF3ULYDWH3DUWQHUVKLS

35%



3DWHQW5HH[DPLQDWLRQ%RDUG

PRC

People’s Republic of China

PSB

Public Security Bureau

PSC

Production Sharing Contract

39



3KRWRYROWDLF

39&



3RO\YLQ\O&KORULGH

4),,



4XDOL¿HG)RUHLJQ,QVWLWXWLRQDO,QYHVWRU

QSIQ

General Administration of Quality Supervision, Inspection and Quarantine

QSS
5 '

Quality and Safety Services


5HVHDUFKDQG'HYHORSPHQW

RA

Regulatory Affairs

RASFF
5'3$&

Rapid Alert System for Feed and Food
5 '%DVHG3KDUPDFHXWLFDO$VVRFLDWLRQ&RPPLWWHH

RE

Renewable Energy

REACH
RFP

Registration, Evaluation, Authorisation and Restriction of Chemicals
Request for Proposal

RMB
RMI

Renminbi (Chinese Currency)
Repair and Maintenance Information

52
RPS
54),,



5HSUHVHQWDWLYH2I¿FH



Regulated Product Submission
5HQPLQEL4XDOL¿HG)RUHLJQ,QVWLWXWLRQDO,QYHVWRU

RTA
6 7
SAC

2015/2016

Radio Type Approval


6FLHQFHDQG7HFKQRORJ\
Standardisation Administration of China

SAFE
SAIC
SAP

State Administration of Foreign Exchange
State Administration for Industry and Commerce
Standard Assessment Procedure

SAPPRFT
6$6$& 

State Administration of Press, Publication, Radio, Film and Television
6WDWHRZQHG$VVHWV6XSHUYLVLRQDQG$GPLQLVWUDWLRQ&RPPLVVLRQ

SAT
6%7

SBWGC

State Administration for Taxation
6KDQJELDR7XLMLDQ (Industry standards set and recommended by the MOFCOM)
Shenyang Blower Works Group Corporation

SC
SCA
6&*2 

South China
Standards and Conformity Assessment
6WDWH&RXQFLO*HQHUDO2I¿FH

6&,,2 
6&,2 

6WDWH&RXQFLO,QWHUQHW,QIRUPDWLRQ2I¿FH
6WDWH&RXQFLO,QIRUPDWLRQ2I¿FH

6&/$2 
6&2

6&2365

6WDWH&RXQFLO/HJLVODWLYH$IIDLUV2I¿FH
6WDWH&RPPLVVLRQ2I¿FH
6WDWH&RPPLVVLRQ2I¿FHRI3XEOLF6HFWRUV5HIRUP

SDO
6'R& 

Standards Development Organisation
6HOI'HFODUDWLRQRI&RQIRUPLW\
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SDO

Standards Developing Organisation

SDS

Safety Data Sheet

SECAM

Security Assurance Methodology

SEMB

State Encryption Management Bureau

SFA

State Forestry Administration

6)'$





GCC

6WDWH)RRGDQG'UXJ$GPLQLVWUDWLRQ,WZDVRI¿FLDOO\UHQDPHGWKH&KLQD)RRGDQG'UXJ
$GPLQLVWUDWLRQ &)'$ RQQG0DUFK
State Grid Corporation of China

6*&* 

6PDUW*ULG&RRUGLQDWLRQ*URXS

6+$'(6

6HFXUH+DVK$OJRULWKP'DWD(QFU\SWLRQ6WDQGDUG

SHBOJ

Shanghai Municipal Bureau of Justice

6,/



6,32



6WDWH,QWHOOHFWXDO3URSHUW\2I¿FH

6-9



6HFXULWLHV-RLQW9HQWXUH

60( 
SMx
62(



6RFLDO,QVXUDQFH/DZ

6PDOODQG0HGLXPVL]HG(QWHUSULVH
Shangyong Mima series of algorithms
6WDWH2ZQHG(QWHUSULVH

SOx

Sulphur Oxide

SPC

Supreme People’s Court

SRA
SSE

State Railway Administration
Shanghai Shipping Exchange

66/1* 

6PDOO6FDOH/LTXH¿HG1DWXUDO*DV

SSM
SUSTECH

Standard Solar Model
Sustainable Technology Initiative

TC
W&KP
7&$/

Technical Committee
Tonne of carbon per square hectometre
7D[DWLRQ&ROOHFWLRQ$GPLQLVWUDWLRQ/DZ



TCAs
TCMS

Tax Compliance Agreement
Train Control and Monitoring System

TD
7'/7(
7,& 

Time Division
7LPH'LYLVLRQ/RQJ7HUP(YROXWLRQ
7HVWLQJ,QVSHFWLRQDQG&HUWL¿FDWLRQ

TMP
ToC
73$

Testing at Manufacturers Premises
Table of Contents
7KLUG3DUW\$FFHVV



TRAB
75,36 

Trademark Review and Adjudication Board
7UDGH5HODWHG$VSHFWVRI,QWHOOHFWXDO3URSHUW\5LJKWV

TSO
TTC
UHF

Transmission System Operator
Threshold of Toxicological Concern
Ultra High Frequency

UK
UN
UNFCCC

United Kingdom
United Nations
United Nations Framework Convention on Climate Change

US
USB

United States
Universal Serial Bus

USD
USFDA
86372 

United States Dollars (Currency)
US Food and Drug Administration
8QLWHG6WDWHV3DWHQWDQG7UDGHPDUN2I¿FH

89$
9$6

8OWUD9LROHW$ VKRUWZDYHXOWUDYLROHWUDGLDWLRQ
9DOXH$GGHG6HUYLFH
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9$7



9DOXH$GGHG7D[

9&



9HQWXUH&DSLWDO

9'



9ROXQWDU\'LVFORVXUH

9,(



9DULDEOH,QWHUHVW(QWLW\

931



9LUWXDO3ULYDWH1HWZRUN

WEEE
:)2&(

Waste Electrical and Electronic Equipment
:KROO\)RUHLJQ2ZQHG&RQVWUXFWLRQ(QWHUSULVHV

:)2( 

:KROO\)RUHLJQ2ZQHG(QWHUSULVH

WHO

World Health Organisation

:L)L$SV

:LUHOHVV$FFHVV3RLQWV

:/$1 

:LUHOHVV/RFDO$UHD1HWZRUN

WMP

Witnessed Manufacturers Testing

WPP

Wind Power Plant

WTO

World Trade Organisation

:72*3$

:RUOG7UDGH2UJDQLVDWLRQ*RYHUQPHQW3URFXUHPHQW$JUHHPHQW

:727%7

$JUHHPHQWRQ7HFKQLFDO%DUULHUVWR7UDGHRIWKH:RUOG7UDGH2UJDQLVDWLRQ

WWF

World Wide Fund for Nature
Zuchongzhi

ZUC

2015/2016
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