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1. Assessing the implications of a major econcmy-wide reform such as that involved in China’s WTO accession is

inherently difficult. The experience with other trade events such as the formation 0f NAFTA suggests that the
actual overall impact will be much greater than suggested by ex ante modeling, largely as a result of productivity
and other changes that are hard for models to capture. Analysis indicates that China’s clothing production could
mc;re: than double, and its textile production expand by nearly 50 percent as a result of WTQO accession combined
with the proposed phase-out of quotas as part of the Agreement on Textiles and Clothing. These estimates,
however, omit some important potential elements of trade policy, namely, the application of antidumping and
safeguards measures against China-and the possibil'ity that China itself will increasingly apply such measures. One
feature of the accession agreement is the Product-specific Transitional Safeguard Provisions, lasting over a li—year
period, which may be applied to China by any member and may then trigger actions against the diversion of
Chinese exports to other markets, with special textile safeguards for three years. Similarly, as regards antidumping
provisfons, China will potentially remain vulnerable for up to 15 years to non-market economy pmvisinné that
dramatically increase the probability of dumping being found and the relevant antidumping duties being applied.
China’s own increased use of antidumping and safeguard measures would be legal and consistent with .the

rules-focused approach to WTO implementation. (20 73)

2. By most all accounts, foreign direct investment(FDI) in China has been one of the major success stories of the
past 10 years. Starting from a base of less than § 19 billion in. 1990, the Stock of FDI in China rose to over $300
billion at the end of 1999. Ranked by the stock of inward FDIL. China thus has become the leader among all
developing nations and second among the APEC nations (only the United States holds a larger stock of inward
FDI). China’s FDI consists largely of greenfield investment. While inward FDI in the United States by contrast has
been generated more by takeover of existing enterprises than by new establishment. The majority of FDI in China
has originated from elsewhere in developing Asia (nbt including Japan). Hong Kong, now a largely self-goveming
“special autonomous region” of China itself, has been the largest source of record. The dominance of Hong Kong,
however, is somewhat illusory in that much FDI nominally from Hong Kong in reality is from elsewhere. Some of
what is listed as Hong Kong-source FDI in China is, in fact, investment by domestic Chinese that is
“round-tripped” through Hong Kong. Other FDI in China listed as Hong Kong in origin is in reality from various
western nations and Taiwan that is placed into China via Hong‘Kong intermediaries. Alas, no published records

exist to indicate exactly how much FDI in China that is nominally from Hong Kong is in fact attributable to other
nations. (20 43)



