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The U.S.-China JCCT:
Qutcomes on Major U.S. Trade Concerns

Established in 1983, the U.S.-China Joint Commission on Commerce and Trade (JCCT) is a
government-to-government consultative mechanism that provides a forum to resolve trade concerns
and promote bilateral commercial opportunities.

Previously led by the U.S. Secretary of Commerce and the Chinese Commerce Minister, the status of
the JCCT was elevated following the December 2003 meeting of President Bush and Chinese Premier
Wen to focus higher-level attention on outstanding trade disputes.

This year’'s JCCT — chaired by Commerce Secretary Don Evans, U.S. Trade Representative Robert
Zoellick and Chinese Vice Premier Wu Yi — achieved concrete results on key U.S. systemic concerns
and laid the foundation for further progress.

Leveling the Playing Field -- Structural Issues and Market Economy Status

One of President Bush’s key goals in the trade arena is to ensure that the playing field is level,
meaning that competition is determined by the market, rather than government intervention. In prior
decisions, the Commerce Department has found that China does not yet qualify as a market economy
under the U.S. antidumping law. In the case of China, the surest means to ensure that the playing
field is level is to encourage China’s ongoing structural reforms, which are intended to create a market
economy.

In order to assess China'’s reforms to date, as well as to identify the steps China would have to take,
under U.S. law, to achieve market economy status, China and the U.S. agreed during the JCCT
meetings to the establishment of a working group, to be jointly chaired by James Jochum, Assistant
Secretary for Import Administration from the Department of Commerce, and the appropriate Director
General from MOFCOM. The immediate goals of the group will be to:

o0 Consult closely regarding the criteria under U.S. law needed to achieve market
economy status;

o0 Review, under the framework established by U.S. law, the broad spectrum of policies
and practices that are a part of the ongoing structural reform in China ; and

o Identify the steps necessary for China to qualify as a market economy under U.S. law.

The working group will provide a forum dedicated to the discussion of these issues, including concerns
about unfair trade problems and the remedial measures applicable to them, which do not readily fall
within the mandate of any of the other working groups currently in existence under the JCCT.

The United States attaches great importance to the establishment of this group so that our two
governments may explore and discuss China’s economy and its ongoing economic reform program,
pragmatically address concerns about trade- and market-distorting practices that might otherwise lead
to bilateral trade frictions, and consider the Government of China’s concerns about China’s non-
market economy status under the U.S. antidumping law.

This working group is the embodiment of the spirit of cooperation forged between Premier Wen Jiabao
and President Bush when they met last year and we welcome China’s participation.




Export Controls

The U.S. Department of Commerce reached an agreement with the Ministry of Commerce of the
People’s Republic of China on procedures to strengthen end-use visit cooperation and help ensure
that U.S. exports of controlled dual-use items are being used by their intended recipients for their
intended purposes. During the JCCT meetings, China and the U.S. agreed to the following:

This new end-use visit understanding specifies procedures for conducting end-use visits, while also
providing a mechanism for consultations on other end-use visit issues that may arise.

The understanding resolves a long-standing issue of great importance to the U.S.-China high-
technology relationship.

Resolution of this longstanding issue will allow for increased U.S. exports to China of high-technology
items subject to appropriate safeguards. This new end-use visit understanding provides an important
example of the United States and China working together to solve practical problems to the benefit of
both their peoples, as well as the increasing consensus on the objectives of the underlying strategic
purposes of the controls.

Trade Promotion

In December 2003, President Bush and Premier Wen agreed that significantly increasing U.S. exports
to China would be a priority of both governments, and that the JCCT was a key vehicle for
accomplishing this effort.

Currently there are almost 13,000 U.S. small and medium-sized businesses that export to China.
China is the seventh largest market for U.S. merchandise exports. This year should see an increase in
opportunities for U.S. small and medium-sized businesses (SMEs), as Chinese tariffs continue to
decrease due to their WTO commitments and additional non-tariff barriers are eliminated. Despite
these advantages, China is a difficult market for U.S. companies due to distance, language, and
numerous Chinese regulations.

To help U.S. companies overcome these barriers and take advantage of the opportunities, the JCCT
has been working on a joint proposal on trade promotion. A key element of this proposal is an
agreement between the China Council for the Promotion of International Trade (CCPIT), the U.S.
Department of Commerce and the U.S. Small Business Administration. This alliance includes:

CCPIT logistical support to DOC trade missions, especially those organized for SMEs.

Introducing U.S. SMEs to Chinese firms and government entities seeking suppliers of goods,
products or services, especially through downstream procurement. CCPIT has pledged to help
U.S. SMEs gain access to Chinese supply chains, either directly or via subcontracting.

This approach, coupled with the new Virtual Business Information Center, will dramatically increase
our ability to help U.S. SMEs export to China.

Textiles

By way of background, U.S. imports of textiles and apparel from China reached $11.6 billion in 2003
while U.S. exports to China of these products totaled $225 million (50 to 1 in China’s favor). China’s
exports of textile products to the U.S. have surged dramatically since quotas were lifted on an array of
such products at the end of 2001. The U.S. consumer market is undoubtedly important to the Chinese
industry.

Those facts have created tensions in our bilateral trade relationship. Those tensions led the U.S.
industry to exercise its right to petition for relief under a special textile safeguard, bargained for by the
United States as a part of China’s WTO accession. As a part of their arguments in support of their




petition, the U.S. industry maintained that China has policies and practices that distort trade and
investment in the textile sector including: high tariffs, improper customs valuation practices, arbitrary
import taxes, non-transparent import licensing, subsidies provided to state-owned enterprises, VAT
rebates, and currency undervaluation. Intellectual property rights violations, including textile design
“knock-offs” and trademark piracy, have also been a serious problem in China.

The U.S. interagency Committee for the Implementation of Textile Agreements (CITA) determined on
November 17, 2003 that market disruption or threat thereof existed for imports of three textile products
from China (brassieres, robes, knit fabric) that were subject to industry petitions. Quotas were put into
place on December 24 for a one-year period. Consultations were held with China on the safeguards
on January 12-13, 2004 in Beijing and on March 3 in Washington. No further consultations have been
scheduled and the quotas remain in place.

At the same time, there is a growing market in China for American fiber and other textile products.
Cotton exports, for example, have grown significantly in recent years, providing a reliable source of
high-quality fiber to the Chinese industry. Given the competitiveness of may U.S. textile producers,
there are new opportunities available in those sectors of the market where the capital intensive nature
of U.S. production and their leading designs can offer an edge.

To begin addressing the many difficult issues affecting our relationship in this sector, the U.S. and
China have agreed to reinforce their existing dialog on textile trade. Under this plan, China has
committed to:

Upgrading ongoing discussions to the Under Secretary-Vice Ministerial level, to attempt to
understand and try to resolve issues.

0 As a part of this dialog, a seven company U.S. business delegation visited Beijing in
March, in conjunction with a visit by Commerce Under Secretary Aldonas, to meet
with counterparts in Chinese industry.

Discussions addressed mutual trade and investment opportunities, barriers to U.S.
exports of textile products to China, intellectual property rights, and possible scenarios
for the bilateral textile trade relationship when quotas are eliminated at the end of this
year.

Further business-to-business discussions in the United States later this year, with a view to
improving the trade imbalance in this sector.

For additional information on agriculture, see the web site of the U.S. Department of Agriculture
(www.usda.gov). For further information on other JCCT results — including industrial policies,
intellectual property and services — see the web site of the Office of the U.S. Trade Representative

(www.ustr.gov)
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U.S-CHINA SIGNING CEREMONY

Signing Descriptions

1) USDA-AQSIQ Letter of Intent. The U.S. Department of Agriculture (USDA) and the
General Administration of Quality Supervision, Inspection and Quarantine of the
People’ s Republic of China (AQSIQ) will sign a letter declaring their intent to establish a
consultative mechanism to strengthen scientific cooperation and exchange in the field of
food safety and animal and plant health, and to facilitate trade in agricultural
commodities between the two countries. By agreeing to establish this consultative
mechanism, both sides demonstrate a strong commitment toward working cooperatively
to address outstanding bilateral trade issues, in accordance with relevant international
standard setting organizations and the World Trade Organization.

Minutes of Meeting between FDA and AQSI Q. Please see FDA press release.

CPSC-AQSIQ Memorandum of Under standing. In order to protect the health and
safety of consumers, the General Administration of Quality Supervision, Inspection ard
Quarantine of the People' s Republic of China (AQSIQ) will enter into a Memorandum of
Understanding (MOU) with the United States Consumer Product Safety Commission
(CPSC). The participants will exchange scientific, technical, and regulatory information
to help ensure the quality, safety and proper labeling of consumer products. The
information exchange includes training of laboratory and inspection personnel. By
deepening understanding of each other’s rules and processes, the MOU will facilitate
export readiness and the free flow of goods between the two countries. In order to

conduct the activities under the MOU, the participants will designate contact persons to
develop a Plan of Action on Cooperation, which will outline the scope and details of each
activity.

M aritime Agreement Exchange of Diplomatic L etters. This exchange will put into
force a new Maritime Agreement, signed by both countries on December 8, 2003, that
grants market access for U.S. companies. This achievement culminates a negotiation that
has lasted nearly six years. The Agreement will open up significant new business
opportunities for U.S. carriers and transportation intermediaries doing business in China.
The Agreement removes basic restrictions on U.S. carriers’ operationsin China. The
Chinese benefit from an exemption from freight tariff filing requirements of the
Controlled Carrier Act. The exchange of diplomatic notes marking the entry into force of
the agreement is a significant event in the maritime relations of the two countries.

DOC-MOFCOM End-Use Visit Under standing. The United States Department of
Commerce is pleased to have agreed with the Ministry of Commerce of the People's
Republic of China on procedures to strengthen end-use visit cooperation and help ensure
that U.S. exports of controlled dual- use items are being used by their intended recipients
for their intended purposes. This new end- use visit understanding specifies procedures
for conducting end-use visits, while also providing a mechanism for consultations on
other end-use visit issues that may arise. The understanding resolves a long-standing
issue of great importance to the U.S.-China high-technology relationship. We hope that
this understanding will enable increased U.S. exports to China of high-technology items.
This new end- use visit understanding provides an important example of the United States
and China working together to solve practical problems to the benefit of both their
peoples.
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6) TDA-MOFCOM Memorandum of Understanding. The Memorandum of
Understanding (MOU) between the U.S. Trade and Development Agency (TDA) and the
Ministry of Commerce of the People's Republic of China (MOFCOM) confirms TDA’s
commitment to fund training for the Civil Aviation Administration of China as part of the
U.S./China Aviation Cooperation Program, which is a public-private partnership between
TDA, the Federal Aviation Administration and U.S. industry operating in China. In
addition, the MOU confirms TDA’s commitment to support healthcare related projectsin
Chinaaswell as the development of atechnical assistance program that will train
Chinese officials on the devel opment and enforcement of Intellectual Property Rights
rules and regulations.

Independent Association of Exhibition Management-CCPIT Framework
Agreement. Thisis an agreement to establish a framework that will expand trade show
recruitment for U.S. companies to participate in Chinese trade shows and increase their
export sales to China. This agreement establishes a framework between CCPIT and
IAEM to facilitate the participation of each organization’s membersin exhibitions held in
their respective countries. CCPIT will assist IAEM members coordinate U.S.
national/group exhibits at exhibitionsin China, as well as assist individual U.S.
companies, especially small and medium-sized enterprises, exhibit at eventsin China.

SBA-US& FCS-CCPIT Letter of Intent. The Small Business Administration (SBA), the
U.S. and Foreign Commercial Service (US& FCS) and the China Council for the
Promotion of International Trade (CCPIT) agree to foster joint activities that will lead to
increased contacts between small and medium-sized businesses in both countries, thereby

promoting more interaction and increased U.S. exports. Projected activities include the
facilitation of U.S. small and medium-sized business participation in Chinese trade fairs,
CCPIT assistance with U.S. trade missions and introductions for U.S. small and medium-
sized businesses to subcontracting opportunities offered by Chinese firms. Through the
U.S.-China Business Information Center, the U.S. government will share information
about market access and commercia opportunities from the CCPIT to help U.S. small
and medium-sized businesses.
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