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The State Council Information office of the People’s Republic of China released on 9 April 2025
a white paper titled "China's Position on Some Issues Concerning China-US Economic and
Trade Relations” *.

This white paper represents a significant contribution to the understanding of China-US relations
at a critical juncture in history. As the world closely watches the evolution of this pivotal bilateral
relationship—questioning whether challenges will intensify or mutual understanding can
prevail—this document provides essential insights and perspective.

Some truths are best conveyed through thoughtful reflection. This white paper offers a measured
and insightful examination of the past, present, and future of China-US relations, shedding light
on both the complexities and opportunities for constructive engagement.

Guided by the principles of factual accuracy and historical respect, this document presents a
balanced and faithful account of the relationship, grounded in objectivity and a commitment to
mutual understanding. It serves as a key resource for business operators seeking a deeper
grasp of the forces shaping interactions between the two nations.

We believe this white paper will be helpful for business operations to become more informed and
optimistic about the development of China-US business environment in the years to come.

Yours faithfully,

Martin Ng
Managing partner
WTS China

* The Chinese version of the white paper can be accessed at this link.


http://www.wts.cn/wp-content/uploads/2025/04/White-paper-cn-final.pdf
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Preface

As the world’s largest developing country, China is also the largest contrib
global economic growth. As the largest developed country, the United Statq
largest economy in the world. The China-US economic and trade relations
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The US side issued several statements affirming the effectiveness of the C
efforts. In contrast, the US side has continuously tightened export control,
against Chinese enterprises, and repeatedly violated its obligations under t

Recently, the US side issued the America First Trade Policy Memorandum,
Investment Policy Memorandum and the Report on the America First Trade
Summary, imposed comprehensive additional tariffs on Chinese products, i
citing the fentanyl issue as the pretext, announced “reciprocal tariffs”, levieg
percent on existing tariffs, and proposed Section 301 investigation restrictid
charging port fees, targeting China’s maritime, logistics, and shipbuilding in

These restrictive measures have escalated the problem, and again reveal t
coercive nature of US conduct. They are in conflict with the principles of thg
run counter to multilateralism, and will have serious repercussions for Chin
and trade relations.

In accordance with the fundamental principles of international law and rele
regulations, the Chinese side has taken necessary countermeasures.

The Chinese side has always maintained that China-US economic and trad
mutually beneficial and win-win in nature. As two major countries at differe
development with distinct economic systems, it is natural for China and the
differences and frictions in their economic and trade cooperation.

It is crucial to respect each other’s core interests and major concerns, and
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China-US economic and trade relations
mutually beneficial and win-win in natu

Since the establishment of diplomatic relations between China and the US,
have achieved fruitful outcomes in bilateral trade and investment cooperati
complementarity and mutual benefits. China and the US share extensive c(
and vast potential for cooperation.

Maintaining the stable development of China-US economic and trade relati
fundamental interest of both nations and peoples, which is also conducive
development. The fact shows that cooperation between China and the US
sides, while confrontation harms both. Cooperation is essential to mutual b
outcomes.

1. China and the US are important partners of trade in goods

China-US two-way trade in goods has grown rapidly. Statistics from the
(UN) show that in 2024, the volume of trade in goods between China a
US$688.28 hillion, which was 275 times the volume of the trade in 1979
relations were established between the two countries, and more than ei

Source: UN Comtrade Database
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Since China’s entry into the WTO, US exports to China have grown rapi
an important export market for the US. According to UN statistics, in 203
exports to China reached US$143.55 billion, representing a 648.4 percd
US$19.18 billion in 2001, which far exceeded its overall export growth o
during the same period (Figure 1).

China is an important export market for US agricultural products, integrg
liquefied petroleum gas, pharmaceuticals, and automobiles. China is the
market for US soybeans and cotton, the second-largest export market fg
circuits and coal, and the third-largest export market for medical deviceq
petroleum gas, and automobiles.

UN data shows that in 2024, China was the destination for 51.7 percent
exports, 29.7 percent of its cotton exports, 17.2 percent of its integrated
10.7 percent of its coal exports, 10.0 percent of its liquefied petroleum g
percent of its medical equipment exports, and 8.3 percent of its passeng
exports.

equipment and parts, optical instruments and apparatus, and oil seeds i
soybeans, accounting for 52.8 percent of its total imports from the US.
electrical products are particularly important in China-US bilateral trade,
evident characteristic of intra-industry trade.

2. China-US trade in services maintains rapid growth
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The US service industry is well developed with a complete range of sectors and strong
international competitiveness. Overall, as the economy continues to develop and the
standard of living rises, the demand for services in China is expanding significantly,
leading to rapid growth in service trade between China and the US.

According to the US Department of Commerce (USDOC), between 2001 and 2023, two-

way trade in services between China and the US expanded from US$8.95 billion to
US$66.86 billion, representing a seven-fold increase (Figure 2). China's statistics show
the US as its second-largest trade partner in services in 2023, while US data lists
China as its fifth-largest services export market.

y concentrated in three areas: travel (including education), intellectus
s, and transportation (Table 2).
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China's trade deficit with the US in travel services has expanded contin
the USDOC shows that in 2023, Chinese tourists made approximately
the US, with their spending accounting for 14 percent of US service exp
Tourism, medical treatment, and studying abroad remain the primary ca
trade consumption for those travelling from China to the US.

According to the USDOC, US exports of travel services (including educi
grew from US$2.31 billion in 2001 to US$20.23 billion in 2023, represe
increase.

China's payments of intellectual property royalties to the US have increa
2023, intellectual property royalties remain a primary source of revenue
trade, accounting for 13.1 percent of its service trade revenues. The int
royalties the US receives from China represent one-fifth of the td
obtained from the Asia-Pacific region and account for 5 percent o
intellectual property royalty revenue.

. China never deliberately pursues a trade surplus

The trade balance in goods between China and the US is both an inevit
structural issues in the US economy and a consequence of the compardg
and international division of labor between the two countries. China doe
pursue a trade surplus. As a matter of fact, the ratlo of China's curre

local sales of domestic enterprises' branches in the ot
by two-way investment) should also be included. Whe
s, trade in services, and the local sales of domestic ente

ntry are taken into full account, it can be seen that the eg
by China and the US are roughly balanced (Figure 3).
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Data from the USDOC shows that in 2023, the US registered a surplus ¢
in service trade - a notable advantage for the US. Furthermore, in 2022,
of the US-owned enterprises in China reached US$490.52 billion, signif
the US$78.64 billion in sales revenue generated by Chinese-owned ent
The gap of US$411.88 billion underscores the more pronounced advant
enterprises in multinational operations.

The US trade deficit has increased globally, while the proportion &
China has decreased. According to the data of the BEA, USDOC, Ch
total US deficit of trade in goods has fallen in each of the past sixX
percent in 2018 to 24.6 percent in 2024, while the US trade deficit
and regions has increased substantially in the same period. In 2024, th
deficit of trade in goods reached US$1.2 trillion, an increase of 13 perce

the fourth consecutive year that had exceeded US$1 trillion.

China'’s foreign trade is characterized by large volumes of both imports
pattern mirrored in China-US trade. The value-added accrued by China
export of processed manufactured goods represents only a minor fractid
of all commodities. However, current trade statistics methods calculate (
based on their gross value (the full value of goods exported by China to
Calculated by the trade in value-added method, the US trade deficit wit
significantly decrease.

granting zero-tariff treatment for 100 percent ines to all least de
with which it has diplomatic relations, which led to an 18.1 percent gro

relevant countries in the first month. In the current period and for some f
China possesses substantial potential for import growth. It is projected t

cumulative value of imports from developing countries alone is expected
trillion.
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Actively expanding imports is also a key part of China's strategy for hig
China will systematically expand market access for goods and fully impl
on all tariff lines for the least developed countries with which it has diplo
will continue to use the major platforms such as the CIIE, China Import
China International Fair for Trade in Services, and China International G
Expo to boost imports.

China will also develop national-level demonstration zones for the creat
imports, steadily facilitate growth in imports, and explore more potential.
transform China's vast market into a shared global market, injecting ne
world economy.

. China and the US are important two-way investment partnerg

The US is a major source of foreign investment for China. According to
Chinese Ministry of Commerce (MOFCOM), by the end of 2023, the act
amount of US investment in China was US$98.23 billion. In 2023, the
new enterprises in China, with an actual investment of US$3.36 h
percent from the previous year.

The US is also an important investment destination for China, and Ching
direct investment in the US has grown rapidly and significantly. The stat
MOFCOM show that by the end of 2023, China's direct investment in th
roughly US$83.69 billion, covering 18 sectors of the national economy.

Chinese companies have established over 5,100 overseas enterprises i

yd g p
continued to grow, surpassing 657,000 unlts in 2024, up 8.8 percent yed
historical high.

More than 10 American insurance companies have subsidiaries in Chinz

financial institutions, such as Goldman Sachs, American Express, Bank
MetLife, have achieved substantial investment returns as strategic inves
financial institutions.
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Table 3. US companies’ business operations in China in 2022 (Unit:

Number
of Total Total Value Capital
enterpris assets sales added | expenditure
es*
International 28,518.46 | 8,108.07 | 1,644.51

Source: BEA, USDOC
Number of enterprises*: Businesses that have assets, sales, or net revenue of over

Data from the USDOC in August 2024 shows that in 2022, there were a
American enterprises (businesses holding a majority equity stake and h
sales, or net revenue of above US$25 million) operating in China, with g
sales of US$490.52 billion, up 4.3 percent year on year.

China-US economic and trade cooperation has facilitated the upgrading
industries. Through cooperation with China, American multinational corg
boosted their international competitiveness by integrating the strengths
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China-US economic and trade cooperation has generated substantial b
opportunities and profits for Chinese companies. By investing in the US
world's largest consumer market and the most mature capital market, C
expand their sales channels, increase the impact of their international b

global clients and partners, and access financing more easily, thereby s
business growth.

US companies in China have provided experience for their Chinese cou
technical innovation, market management, and institutional innovation, ¢

companies to accelerate their transformation and upgrading and improv|
efficiency and product quality.
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The Chinese side has scrupulously hono
the phase-one economic and trade agree

As a major country that takes its responsibilities seriously, China has scrup
obligations in the Phase One Economic and Trade Agreement (hereinafter

Agreement) by protecting intellectual property, increasing imports, and pro

market access, which has created a favorable business environment geare
countries including US companies, for them to share the benefits of China'y
development.

1. China has continued to strengthen intellectual property prof

Innovation is the number one driving force behind development. To prot¢
property is to protect innovation. As part of its efforts to honor its obligat
Agreement, China has adopted multiple measures to protect business s
pharmaceutical intellectual property, punish cyber infringement, and strg
property law enforcement.
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In July 2021, the National Medical Products Administration and the Chi
Intellectual Property Administration (CNIPA) jointly issued the Implemen
for the Early Resolution Mechanism for Pharmaceutical Patent Disputes
released the Administrative Adjudication Measures for the Early Resolut]
Pharmaceutical Patent Disputes, and the Supreme People's Court issue
on the Application of Laws on Civil Cases of Patent Disputes Involving
Applying for Registration, which help establish the early resolution mec
pharmaceutical patent disputes and ensure the effective implementatio
measures.

In December 2023, the State Council issued the decision to amend the

Implementation of the Patent Law. In conjunction with this, the CNIPA c¢
to the Patent Review Guide. They further detailed the provisions for PTE
addition, the CNIPA also refined provisions for late submission of labora
2021 amendments to the Patent Review Guide.

Improving the protection of trademarks and geographical indica
2019, the NPC Standing Committee passed a decision to amend the Tr4
which added provisions to regulate malicious trademark registration, ang
penalties for infringement of exclusive trademark rights, thereby substal
legal penalties for those who counterfeit registered trademarks. Subseq
formulated and issued the Provisions on Regulating Applications for Tral
Registration, the Criteria for Determining Trademark Infringement, and t
Judging Trademark General Violations. These measures aimed to comi
trademark registration applications. In December 2023, the CNIPA form
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China has strengthened law enforcement against intellectual property i
counterfeit goods. In 2024, its market supervision departments launcheq
dedicated to intellectual property protection involving key fields, key pro
markets. They investigated nearly 675,000 cases, including 43,900 casé¢
infringement and counterfeit patent, and conducted about 88,000 law e
activities targeting key markets prone to frequent infringement and cou
General Administration of Customs of China has reinforced its law enfo
intellectual property protection, utilizing targeted campaigns to maintain
against infringements in import and export. In 2024, this resulted in the (
shipments suspected of intellectual property violations, totaling 81.6 mill

. China has prohibited forced technology transfer

China opposes forced technology transfer in any form. It considers mut
cooperation to be a basic value in international technological cooperatio
respects transfer and licensing of technology by Chinese and foreign e

voluntary terms and under market principles, provides an enabling mark
Chinese and foreign technology holders to receive benefits from transfe
technology, and provides support for global scientific and technological

international economic and trade development.

The US side has described it as "forced technology transfer" when forei
ventures and Chinese enterprises contract voluntarily to seek technolog
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The Foreign Investment Law states, "Administrative departments and th
confidential any business secrets of foreign investors or foreign-funded

they get to know during the performance of their duties and shall not di

provide to others the secrets.” It also states that when a staff member o
department "divulges or illegally provides to others any business secret
know during the performance of duties, a penalty will be imposed upon

accordance with the law; if a crime is constituted, he or she will be held

Similar stipulations are found in the Administrative License Law.

Opening the market wider with greater investment access. China h
improve its market environment, granted foreign investment greater acc
greater options and freedom for foreign enterprises to invest in China,

favorable conditions for foreign enterprises to conduct technological cog
Chinese partners on a voluntary basis and under market principles.

China has introduced a management system based on pre-establishme
treatment and a negative list and replaced the old practice of case by cg
the establishment and modification of foreign-invested businesses with

convenient and efficient information reporting. It has rolled out a series ¢
encourage foreign investment and improve the environment for foreign i
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conditionally lifted the ban on beef and beef products from cattle 30
older and allowed more than 600 US enterprises to export beef prod

removed the import limits on US pet food containing ruminant ingred
poultry products and allowed the import of US pet food containing ru
and poultry products that meet China's legal and regulatory require

allowed more than 300 US enterprises to export infant formula, pastd
other dairy products to China;

completed the approval process for US dairy permeate powder and §
of US dairy permeate powder;

permitted, through the signing of inspection and quarantine agreeme
eight US products - processing potatoes, avocados, nectarines, blue
alfalfa pellets and hay blocks, almond kernel pellets, and timothy ha

. China has expanded market access to financial services

China'’s voluntary opening policies have benefited financial institutions f
including the US, and a number of US financial institutions have obtaing
commenced operations in China. JPMorgan and Goldman Sachs have

foreign-funded securities companies in China, and Morgan Stanley has
of its joint-venture securities company in China.
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The Methods for Management of Foreign-funded Securities Compal
Management of Foreign-funded Futures Companies, and Methods f
Foreign-funded Insurance Companies have been amended, allowin
percent ownership to foreign investment in the sectors of securities,
management, futures, and life insurance, and no cap was set from f
Foreign investments are allowed to supply credit checking, credit raj
services, and enjoy national treatment.

Greatly expanding the business scope of foreign investment. Foreig
allowed to provide RMB business upon their inauguration in China.

separate limit on the business scope of foreign-funded securities co
insurance agencies, with equal treatment for domestic and foreign g

Foreign-funded enterprises are allowed to provide insurance agenc
appraisal services. The requirements for professional qualifications
agencies have been relaxed when they apply to become main unde
financing instruments for non-financial enterprises and to provide fu
services.

Relaxing the requirements for the qualifications of foreign sharehold
eliminated the previous requirements that foreign banks must have
total assets if they are to open legal person banks in China and hav
total assets if they are to set up branches in China, and the require

insurance agencies must have two years of representative office pre

and 30 years of insurance business operations if they are to enter t
It no longer demands that joint venture securities firms must have a
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Promoting the growth of the foreign exchange market. China has adopte
measures to facilitate the investment and financing of foreign-related en
individuals in cross-border trade, provided more products in the foreign

increased participating entities in the market, advanced the opening of t
exchange market, and improved relevant infrastructure. A multi-tiered fo
market with comprehensive functions is therefore taking shape, and the
exchange needs of the market entities can be satisfied.

18/45



7. China has actively expanded the scale of trade

China has proactively addressed issues in the implementation of the Ag
domestic market needs, commercial principles, and WTO rules. It suppd
enterprises in expanding imports from the US. The procurement obligati
Agreement expired naturally at the end of 2021.

Exempting eligible US products from additional tariffs. On apj
domestic enterprises, for a certain period China has exempted eligible

additional tariffs imposed in response to US Section 301 measures, bas|
commercial principles. These measures have facilitated imports from th
enterprises. For instance, by incorporating oil, gas, and coal into the elig
exemption application range, China has enabled companies to import t

products from the US. In 2020 and 2021, China's imports of American e
products, denominated in US dollars, increased by 144.5 percent and 1

Making significant progress in expanding imports from the
Chinese statistics, while China's overall imports of goods denominated i
decreased by 0.6 percent year on year in 2020, imports from the US sa
10.1 percent. In 2021, imports of goods from the US rose by 31.9 perce
outpacing the overall import growth of 30 percent. The proportion of US
total imports increased from 5.9 percent in 2019 to 6.7 percent in 2021.
statistics, while US overall exports of goods declined by 13.4 percent in
China grew by 15.9 percent. In 2021, exports of goods to China also ac
growth rate of 21.9 percent. The proportion of US goods exports to Chi
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Inadequate infrastructure has contributed to elevated transport costs. F(
US ports in the Gulf of Mexico cannot directly accommodate very large

300,000 tonnes and need medium-sized oil tankers (100,000 to 200,00(
transshipment and refueling. This results in US crude oil transport costs
those from the Middle East, weakening its international price competitive

The limited competitiveness of certain US products in terms of price and
the willingness of China's enterprises to import them on a market-driven
soybeans are at a price disadvantage compared to South American soy|
significantly more expensive (roughly 50 percent higher than South Amg
rice can hardly compete with Southeast Asian rice in terms of quality, ap
and price. In February 2020, the import price of US rice was about RMB
Thai rice per tonne, and RMB3,500 higher than Viethamese rice per ton
example, in 2018 and 2019, Boeing's main aircraft model, the 737 MAX
multiple major accidents. In response, most countries worldwide, includi
US, grounded the aircraft model, dealing a significant blow to the aviatid

The US side has caused the disruption of China-US international logistic
infrastructure in the US were already in a tight balance. With the impact
various supply chain links such as railways, ports and container trucks 9
leading to severe congestion at major US ports and blockages in the inl
network, resulting in a significant buildup of goods.

According to the global major container port operation data released by
Shipping Exchange, in 2021, the average duration of container vessel p
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Since signing the Phase One Economic and Trade Agreement (hereinafter referred to as the
Agreement), the US has systematically escalated economic and other forms of pressure
against China, implementing a series of restrictive measures such as export controls and
investment restrictions that repudiate the spirit of the Agreement. Concurrently, the US has
promoted false narratives related to human rights, Hong Kong, Taiwan, Xinjiang and the
pandemic. These actions have done serious damage to China-US ties as well as economic
and trade relations, and disrupted normal trade and investment activities, and significantly
undermined the conditions necessary for the implementation of the Agreement.

On technology transfer, the Agreement stipulated, "Neither Party shall require or pressure
persons of the other Party to transfer technology to its persons in relation to acquisitions,
joint ventures, or other investment transactions." The US adopted the Protecting
Americans from Foreign Adversary Controlled Applications Act. Under the pretext of
protecting US national security, the US has tried to force TikTok to sell off or divest its
business. It has interfered with its normal operation and threatened the technological
security and commercial interests of the investors. The US has disregarded and
undermined the just and legitimate interests of enterprises and violated the basic
principles of the market economy.

At the same time, in the name of protecting national security, the US has released rules to
control outbound investment restricting US enterprises from investing abroad, which has
obstructed investment cooperation between Chinese and US enterprises in
semiconductors and microelectronics, quantum information technology, artificial
intelligence (Al), and other fields. In February 2025, the US unveiled a Memorandum on
America First Investment Policy and announced that it would adjust its investment
policies, with the focus on further limiting two-way investment with China, which will
create serious disruption to China-US investment cooperation.

The Agreement stipulated, "Within 30 days following receipt from China of a formal
request for an evaluation of a region of China for avian disease free recognition and a
completed information package to support such a request, the USDA's Animal and Plant
Health Inspection Service shall initiate such an evaluation." However, the US side has
refused to recognize Shandong's status as free from highly pathogenic avian influenza
(HPAI), citing non-compliance with its own recognition requirements. On November 2,
2020, China submitted materials to the US to qualify Jiaodong Peninsula as a region free
from HPAI.

According to Chapter 10.4 of the World Organization for Animal Health (WOAH)
Terrestrial Animal Health Code, a country or zone may demonstrate freedom from avian
influenza through either immune-based strategies or non-immune measures. By August
2022, China's Shandong Province as a whole had become a region free of HPAI, with all
development and management complying with the regulations in the Terrestrial Animal
Health Code. Since then, China has conducted continuous monitoring including
pathogenic monitoring that can prove that the province has remained free of avian
disease.
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China has also scrupulously honored the Agreement and recognized the US as avian
disease free. It has eased the overall trade ban on US export of poultry and poultry
products to China since the Covid-19 outbreak. But the US side has refused to conduct
disease-free status certification on the grounds that a HPAI-vaccinated avian influenza
free zone is not considered a disease-free zone. This constitutes a failure to reciprocally
fulfill the Agreement and is also inconsistent with the WOAH principles regarding avian
influenza-free status.

The Agreement stipulated, "The two sides intend to conduct technical consultations with
each other on areas of potential cooperation related to pesticides for agricultural use.
These consultations may include discussion of the Parties' pesticide registration data and
pesticide trial data, and discussion on the setting of maximum residue levels." However,
the US side has given no positive response to China's request for cooperation in this field.

China is the largest source of pesticide imports to the US, and the US is China's second-
largest export market of pesticides. Realizing mutual recognition of pesticide registration
data and pesticide trial data as early as possible will facilitate trade, reduce unnecessary
repeated tests, and cut registration costs. It is the shared aspiration of pesticide producers
in both countries, and it is favorable to innovation of pesticides in both countries.

China has maintained communication with the US in the hope of starting bilateral technical
consultations in relation to pesticides as early as possible. Since December 2020, China
has expressed, through the US Embassy in China, its hope that the US side will agree as
soon as possible to build a mechanism with the Chinese side for communication and
advancing cooperation on pesticides. But the US side has so far not given any reply.

In the Agreement, the US side agreed to complete as early as possible its regulatory
notice process for the import of poultry, citrus, jujube, fragrant pear, and other agricultural
products from China. However, the US side did not take reciprocal tariff exclusion
measures for the agricultural products involved in the Agreement, hindering the
substantive export of Chinese agricultural products to the US. Relevant products are not in
the tariff exclusion list. In 2025, using the fentanyl issue as the pretext, the US decided to
levy an additional 20 percent tariff on all Chinese products to be exported to the US, then
a 34 percent "reciprocal tariff*, and an additional 50 percent tariff, which would further limit
the export of relevant products to the US.

After Chinese aquatic and dairy products for export to the US were detained by the US
side, the General Administration of Customs of China has more than once requested the
US Food and Drug Administration to clarify as soon as possible how these detainments
would cease so that the two sides could advance relevant work. But the US side has not
put forward any concrete proposals in response.
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Unjustifiable measures such as export controls and sanctions against China seriously
affected the implementation of the Agreement. Since 2020, the US has violated the
principles of the Agreement and introduced multiple unreasonable economic and trade
restrictions against China, implemented a series of inappropriate export control measures,
and repeatedly imposed unjustified sanctions against a large number of Chinese
enterprises through the US Entity List.

These actions have severely undermined China-US economic and trade relations,
resulting in a negative impact on China's imports of goods and services from the US. For
example, in October 2022, the US introduced measures to comprehensively upgrade
export controls on chips and semiconductors to China.

As a result, China's imports of semiconductors and semiconductor manufacturing
equipment from the US (denominated in US dollars) decreased by 23 percent and 17.9
percent in that year. The US fabricated the "forced labor" issue and adopted the Uygur
Forced Labor Prevention Act, smearing and defaming Chinese enterprises and products,
restricting the import of cotton products from China, which indirectly affected Chinese
enterprises' imports of cotton from the US.

Considering the ongoing US efforts to contain and suppress China in recent years,
coupled with the detrimental impact of the Covid-19 pandemic on the global economy and
trade activities, China would have been justified in withdrawing from the Agreement
pursuant to the fourth item of the Article 7.4 by providing written notice to the US.

China might also, pursuant to the first item of the Article 7.6, have initiated consultations
on the force majeure clause with the US side. However, with the goal of preserving order
in China-US ties and China-US economic and trade relations, and safeguarding the vital
interests of enterprises and the people in both countries, China has not initiated any
actions.

Instead, it has demonstrated its sincerity by honoring its commitments and overcoming
various difficulties to fulfill the Agreement arrangements. Since the Agreement was signed,
the US has not to date initiated any dispute settlement proceedings against China.
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V.

China upholds the principle of free trade
strictly complies with WTO rules

Since joining the WTO in 2001, China has played an active role in econom
launching a new phase in its reform and opening-up efforts. Committed to t
trade, China has made its trade policies more stable, transparent, and pred
substantially opened its markets, and made a positive contribution to uphol
effectiveness and authority of the multilateral trading system.

1. China has comprehensively strengthened trade policy compl

Since joining the WTO, China has fully honored its accession commitmg
implemented WTO rules, strengthened its rule-based market economy |
regulations, and established a legal framework aligned with multilateral

Following its accession, China launched major efforts to review and revi
laws, regulations and departmental rules at central government level, a

local regulations at sub-central government levels. These efforts spannd
as trade, investment, and intellectual property protection, among others

should be a compulsory precondition for the release of trade policies. In
decision-making on trade policies, the State Council departments, the p
governments at the county level and above, and the relevant departme
to the principle of "who formulates, who evaluates", conducting complia

the trade policies, to ensure that they comply with the WTO rules and C
commitments.
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2. China has rigorously fulfilled the commitments on tax reduction u
the WTO

Upon acceding to the WTO, China made extensive and substantial tariff
commitments. The Chinese government has honored its commitment
reduction commitments for goods were fulfilled by 2010. The overall tari
reduced from 15.3 percent in 2001 to 9.8 percent. In terms of WTO-bou
China's overall tariff level is approaching the average bound tariff rate o
members (9.4 percent).

China pursues an opening-up strategy that emphasizes mutual benefit

outcomes. In recent years, it has actively expanded imports and taken r
substantial steps to reduce import tariff rates at its own initiative. In July
eighth reduction in tariffs on products under the expanded Information

Agreement, China's overall tariff level saw a further drop to 7.3 percent.
further announced that it would grant zero-tariff treatment for 100 perce
the least developed countries that have diplomatic relations with China.

This fully demonstrates China's firm commitment to promoting opening

into the global economy. China's comparatively low tariff levels create e
opportunities for high-quality global products, while providing a diverse

for domestic consumers. Moreover, these efforts contribute to the devel
industrial and supply chains while driving progress in trade and investm
well as economic globalization.

energy efficiency, and the establishment of public service systems.

By offering inclusive support across industries, these measures aim to S
of market entities, promote fair competition, and reinforce the socialist
system. For instance, it implements preferential policies in personal incg

income tax, resource tax, property tax, and urban land use tax for eligib
businesses and small enterprises with slim profit margins.
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To better leverage the role of subsidies in promoting development, Chin
discussions on industrial subsidies within the framework of the WTO. Hg
discussions should define their focus, objectives, format, and boundarie
prevent them from devolving into sweeping discussions on state interve
policy, and, most importantly, to ensure they respect the economic syste
development paradigms of member states.
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4. China has continued to improve the business environment

The Third Plenary Session of the 20th CPC Central Committee emphas
market plays the decisive role in resource allocation and the governme

role, that economic entities under all forms of ownership have equal aca
production as required by law, that they compete in the market on an eq
they are protected by the law as equals, thus enabling them to comple

and develop side by side, and that the regulations and practices impedi
development of a unified national market and fair competition will be re

abolished. The Chinese government has aligned itself with international
series of systematic reforms and progressively optimized the business ¢
providing a more transparent, fair, and predictable environment for globs

Continuously expanding access for foreign investment. In July 201
management system for foreign investment was implemented nationwid
Foreign Investment Law was enacted, introducing a system of pre-estal
treatment plus negative list for foreign investment. This legislation forma
principle of "equal treatment for domestic and foreign investment", prohi
technology transfer, and strengthened intellectual property protection, p
certainty for foreign-funded enterprises. To attract more foreign investmg
further improved the business environment by ensuring foreign-funded ¢
participation in government procurement activities, supporting their equd
the formation of standards, and granting them equal access to support
a further boost to foreign investment confidence.
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Fostering a level playing field in the market. In 2022, China released
Accelerating the Construction of a Unified National Market, explicitly reg
comprehensive removal of preferential policies that discriminate against
enterprises and enterprises from other regions, as well as those that en
protectionism. In June 2024, the State Council released the Regulations
Competition Review, stipulating that policy measures shall not contain p
production and operational costs without prior authorization, which inclu
of granting to specific operators tax preferences, special fiscal rewards ¢
preferential treatment in terms of factor acquisition, administrative and p
charges, government-managed funds, and social insurance fees. The G
government is working on the cleanup of relevant preferential policies,
fiscal rewards or subsidies, while accelerating the establishment of a sy
international rules to promote high-quality economic and social develop

Treating domestic and foreign-funded enterprises equally in taxatig
China has implemented orderly reforms of its tax system. It has optimiz4
and accelerated the implementation of the principle of statutory taxation
capitalizing on taxation's crucial role in boosting high-quality developme
social fairness and justice.

Equal treatment for domestic and foreign-funded companies in tax
of ownership type, all enterprises within China's territory now operat
tax laws and tax rates. Meanwhile, eligible foreign-invested compal

can all enjoy tax incentive policies in accordance with relevant regu
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Many economies, including China, Japan, the ROK, and the EU, im
tax system and levy VAT or consumption tax at the import stage. Th
conventional approach widely implemented in many countries, whic
taxation principles and international norms. In contrast to economie
taxes, the US employs a direct tax system such as sales tax, which
on end consumers rather than importers.

This distinction stems from the contrasting tax systems of different

or consumption tax should not be misinterpreted as an additional "d
"extraterritorial" tax on imported goods imposed by economies with
system such as China, Japan, the ROK, the EU, and others. Theref
grounds for the US to cite such distinctions as justification for impos

tariffs on imports from such countries.

Equal treatment for Chinese and foreign nationals in terms of individ
is a common international practice for a country to levy individual in
foreign nationals working within its territory. According to China's ind
law, resident individuals are required to pay tax on their income ear
within and outside China, while non-resident individuals only need tg
income earned within China.

Regardless of nationality, the distinction between resident and non-
is whether they have a residence in China or whether they have res
183 days or more in a tax year. Meanwhile, foreign nationals workin
enjoy preferential policies, such as tax-exempt fringe benefits.
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White Paper: “China’s Position on Some Issues
Concerning China-US Economic and Trade Relations”

V.

Unilateralism and protectionism underm
China-US economic and trade relation

As a key builder and participant of the international economic order and m
regime after World War Il, the US should take the lead in observing multila
and properly handle trade friction with other WTO members through the dig
mechanism within the WTO framework.

However, in recent years, the US has resorted to unilateralism and econo

adopted approaches of "small yard, high fence" and decoupling and severi
and provoked international trade friction around the world. This has not onl
interests of China and other WTO members, but also jeopardized the inter
of the US itself. And above all, the US has shaken the foundations of the gl
trading regime, which will ultimately damage the long-term interests of the
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Revocation of China's MFN status undermines China-US economi
relations and destabilizes the global economic order. Over the past
PNTR has served as the stabilizer for China-US economic and trade rel
played a far-reaching, positive role in promoting economic exchanges n
the two countries but even in global economic growth. Revoking China's
bring China-US economic and trade relations back to the uncertainty an
that preceded China's accession to the WTO in 2001. Even worse, it m
economic decoupling between the two countries. The revocation of MF
significantly worsen China-US economic and trade environment. Econo
sectors such as trade in services, intellectual property protection, two-w
technology export controls, and exchange of personnel will also be affeq
action of repealing the MFN treatment of a WTO member will fundamen
WTO's MEN principle and destabilize the multilateral trading system tha
discrimination as the cornerstone, thereby causing serious damage to t
trading regime and the global economic order.

China opposes any unilateralist and protectionist acts that sabotag
trading system. The multilateral trading system, with the WTO at its co
cornerstone of international trade and one of the important outcomes of
MFN treatment is a basic principle within this system. China has always
and upheld the multilateral trading regime. Both history and reality have
rules-based multilateral trading system meets the common interests of 4

unilateralism and protectionism undermine global industrial, supply, and
threaten the stability and development of the global economy. China has
opposed any unilateralist or protectionist action that could sabotage the
system It is hoped that the US will be clearly aware of the pOSSIble har
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In terms of investment, the US issued the Foreign Investment Risk Revi
Act and established supporting administrative mechanisms, which expa
of the Committee on Foreign Investment in the US and restricted Chine
sectors such as critical technologies, key infrastructure, and sensitive d4
January 2025, the final regulations restricting US outbound investments
comprehensively restrict US funds and companies from investing in Chi
semiconductor and microelectronics, quantum information technology;,

In February, the US issued a Memorandum on America First Investmen
to expand the scope of US outbound investment restrictions from these
biotechnology, hypersonics, aerospace, advanced manufacturing, and d
among others. In addition, it calls for tighter restrictions on Chinese inve
"strategic industries".
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In recent years, the US has placed a number of Chinese entities on the
Labor Prevention Act Entity List under the pretext that they are engaged
and has continuously imposed export controls on Chinese entities unde
human rights. In fact, the enterprises subjected to sanction do not have
"forced labor" - some have fully realized automated production, and oth¢
undergone auditing and inspection by third-party institutions, with no evi
labor" being identified. Unjust US sanctions have had severe conseque
enterprises affected, such as supply chain disruptions, fund shortages, {
partners, substantially infringing on their legitimate rights and interests.

The US abuses export controls in the unjustified sanctioning of Ch
For a long time, the US has implemented strict export control policies ag
has suppressed Chinese entities using "blacklists" as tools under the pr
related to Russia, Iran, terrorism, and narcotics. Sanctioned Chinese en
difficulties such as supply chain disruption and technological cooperatio

In recent years, US sanctions against China have grown significantly in
and intensity. Research by a US think tank revealed that US sanction lig
transparency and fairness. For instance, the addition of entities to the E
controls is based on confidential information and lacks transparency; thg
addition are opaque and lack clear definitions; the threshold for removal
making it difficult for entities on the list to move out through judicial proc

The US measures are counterproductive and detrimental, disrupti
global industrial and supply chains. The US abuses long-arm jurisdig
deliberately erects barriers and breaks chains through the De Minimis
Direct Product (FDP) Rules. in violation of economic laws and market r
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4. Section 301 tariff measures are a prime example of unilatera

The US Section 301 tariff measures are a classic example of unilateralig
protectionism. They seriously damage global trade order and the securi
global industrial and supply chains, fail to solve its problems such as the
lack of industrial competitiveness, and increase the prices of imported p
to the detriment of US enterprises and consumers. In a recent develop
suspending its current Section 301 investigation, the US has been conti
misguided path by proposing a new Section 301 investigation into what
market policies and practices in China.

Section 301 tariffs are inconsistent with multilateral trade rules. They se
most fundamental and core rules of the WTO, including the MFEN treatm
tariff rates. In April 2018, China brought a case regarding US tariff meag
dispute settlement mechanism. On September 15, 2020, a panel of WT
that the US tariffs imposed on certain Chinese products violated the MF
Article | of the General Agreement on Tariffs and Trade 1994. This ruling
China's claims. The US filed an appeal on October 26, 2020. However,

obstruction, the WTO Appellate Body has been paralyzed, leaving the ¢
pending appeal.
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5. The US Section 232 investigations contravene multilateral economi

Since 2017, the US side has frequently initiated Section 232 investigatia
trade protectionism to exert pressure on others in negotiations. From 20
conducted eight Section 232 investigations against products including s
automobiles and auto parts, and mobile cranes. Such investigations hag
frequent, and the range of products targeted had never been wider.

In April 2017, the USDOC announced Section 232 investigations againg
aluminum imports. In March 2018, the US announced 25 percent tariffs
percent tariffs on aluminum, citing national security reasons. During the
US Department of Defense wrote to the USDOC, stating that steel and
were not having a detrimental effect on the department's procurement o

aluminum products that meet national defense needs.

It is self-evident that the purpose of Section 232 measures against steel
to impose pressure on others in negotiations, and not to address US na
problems. In the renegotiation of the North America Free Trade Agreem
the tariffs on the steel and aluminum products of Canada and Mexico o
given what it wanted.

In the renegotiation of US-ROK Free Trade Agreement, the US changec
measures against the steel and aluminum products of the ROK from tar
only after the ROK made a compromise on trade in automobiles.

In negotiations with the EU, the US changed its Section 232 measures :
and aluminum products from tariffs to tariff quotas only after the EU agr¢

36/45



White Paper: “China’s Position on Some Issues
Concerning China-US Economic and Trade Relations”

6. US abuse of trade remedy measures increases uncertainty in

The Memorandum on America First Trade Policy specifically requests t
review the application of anti-dumping and anti-subsidy policies and reg
those related to transnational subsidies and "zeroing" ! . Transnational
investigations and "zeroing" clearly violate WTO rules. Applying these ta
anti-subsidy investigations will artificially exaggerate the dumping or sulj
products exported to the US, disturb the normal global trade order and ¢
trade cooperation, and damage the interests of all parties concerned, in
itself and its own enterprises and consumers.
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The abuse of "zeroing" artificially expands dumping margins. Over
practice of "zeroing" has been treated with skepticism and criticized wid
exaggerating dumping margins. By February 7, 2025, the WTO dispute
mechanism had received 27 cases concerning the legality of "zeroing",

early cases targeted the EU and 25 targeted the US. The US has been

relevant WTO rules in all cases completed to date. On the one hand, th¢
to refrain from "zeroing". On the other hand, it has been gradually adjus
"zeroing" under the pressure of constant legal setbacks. But the US still
of the ambiguity in the Agreement on Implementation of Article VI of the
Agreement on Tariffs and Trade 1994 (Anti-dumping Agreement) and ing
"zeroing" in cases where it considers "targeted dumping" exists.

If, after reviewing its policies and regulations as requested by the Memag
America First Trade Policy, the US revives the practice of "zeroing" undg
dumping circumstances, it will contravene WTO rules and blatantly viol

dispute settlement mechanism's rulings in numerous cases over the pag
The revival and expansion of "zeroing" will create artificial dumping or i

margins, thus imposing unfair, hefty anti-dumping duties on products ex
by other WTO members, and damaging the interests of the members al
enterprises.

7. US use of fentanyl as a pretext to impose restrictive economi
measures on Chinais not helping to solve problems

In February and March 2025, citing fentanyl-related concerns, the US si
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China and the US have conducted extensive, in-depth cooperation in ca
and achieved significant progress. On April 1, 2019, in the spirit of hum4
request of the US side, China issued a statement announcing full contrg
related substances that came into effect from May 1, 2019, even thoug

evidence of widespread abuse of fentanyl-related substances in China.

the first country in the world to implement full and permanent control of

substances. The Ministry of Public Security of China subsequently laung
campaigns for the next three years to combat the illegal manufacturing {
fentanyl-related substances and other new drugs. Since implementing f
fentanyl-related substances, China has not received any notification fro
fentanyl-related substances from China have been detected.
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The duty-free de minimis policy follows the trend of world tra
development. The World Customs Organization suggests that the cus
every country set a minimum tariff threshold. The WTO Agreement on T
encourages members to provide for a de minimis shipment value or dut
which customs duties and taxes will not be collected. The majority of co
operate a duty-free de minimis policy and simplify customs clearance p

The Chinese government collects tariffs, VAT, and consumption tax on
items entering China. However, personal postal articles will be exempt i
not exceed RMB50. This policy has worked well.

It promotes diversity in the consumer market. Consumers are able t
abundance of products from all over the world at lower prices. It me

personalized needs, achieves fast delivery and saves cost, thus img
experience. Taking China's Tmall global import e-commerce platfor
by 2024 this platform had offered over 4,000 brands and more than
covering sectors including food, maternal and child supplies, house
fashion, and clothing and accessories, and it is still growing.

It helps more micro, small and medium-sized enterprises engage in
representative of new quality productive forces, cross-border e-com
procedures and lowers entry barriers. Cross-border e-commerce re
small and medium-sized enterprises directly to consumers, which p
opportunities, expands trade volume, and streamlines trade structu
are over 120,000 cross-border e-commerce trade entities in China,
becoming a significant force in world trade.

40/45



White Paper: “China’s Position on Some Issues
Concerning China-US Economic and Trade Relations”

With the imposition of the new round of tariffs, pressure on the retail prig
consumer goods such as food, clothing, electronics, and daily necessitig
significantly.

The tariffs will weaken the US industrial base. The Trump administratio

tariffs will force the reshoring of the US manufacturing industry. In realit
gradually affect the industrial chain and supply chain, aggravate the riski
disruption and industrial hollowing out, and add to problems hindering t

manufacturing. The Peterson Institute for International Economics asses
percent of the tariff costs will be borne by US importers, by downstream
ultimately, through higher prices, by the end consumers.
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Conclusion

History tells us that cooperation between China and the US is of great mutual benefit, while
confrontation will bring nothing but damage to both sides. Strengthening China-US
cooperation is in line with the expectations of the whole world. The global economy can
realize faster growth if global markets are fair, open, transparent and rule-based, which
cannot be achieved without China-US cooperation.
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