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Position concerning the inclusion of China among the GSP beneficiaries
to be taken by the Community at the first meeting of the EEC~China
Joint Commission

1. buring the course of his recent visit to China, President JENKINS
iﬁformed the Chinese authorities that following an in-depth examination
of the economic and political aspects of this problem (1) the Commission
would give sympathetic consideration to the inclusion of PR China among
the beneficiaries of its GSP. The Chinese authorities were also informed
that China might be excluded from GSP benefit for certain sensitive pro~
ducts and that the possibility of benefitting from the GSP in the field -
of textiles would be conditional upon the satisfactory outcome of the

current negotiations for an agreement in the textile sector.

2. The detailed mechanics for this inclusion would be sbelt out when the
Commission presented the Council with its GSP scheme for 1980.

3. The first meeting of the Joint Committee set up under the EEC-China
agreement starts on 3 May. On that occasion the Chinese will raise the
guestion of the GSP as they have already done on several pEevious occasions.
This is the reason why the Commission considers that it is both advisable
and important that the Council should declare itself before that meeting in
favour in principle of the inclusion of China on such a basis,

3
4. More than a year after the signature of the Agreement with China, this
taken together with the current textile negotiations, would constitute one

of the first concrete acts to give flesh to this agreement and would contri-
bute to the strengthening of trade between the two parties.

5. In view of the timetable, it appears necessary for the Council to take
a decision at its next meeting on 2/3 April 1979.

6. The precise details of the communication to the Chinese authorfities will
be worked out in collaboration with the 113 Committee during the work to pre-
pare for the abovementioned Joint Committee.

(1) See Annex
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7. 1t remains understood that a decision in principle by the Council of
this kind in no way prejudges the proposals which the Commission will in
due course have to put forward on a GSP after 1980.
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Analysis of the impact of including the People's
Republ1c of China among the beneficiaries of the
Community's GSP

1. The decision to admit a country to the list of beneficiaries under the
Community's GSP has always been based on two criteria : membership of the
Group of 77 or, if the country concerned is not a member of the troup, the
actual merits of the case. Since the People's Republic of China is not a
member of the Group of 77 the wish it has expressed must therefore be examined
on the basis of its economic situation and the state of its relations with the

Community.

2. Examination of the basic economic indicators, details of which are given
in the attached annexes, shows that China ought to be considered as a develo-
ping country. It may be pointed out in particular that China's per capita GNP
in 1976 was USD 410, which is comparable to that of other lLess-deve-

loped developing countr1es, such as Zambia and Honduras. Furthermore,

B

R,

although China is making strenuous efforts fo 1ndustrialize, agrzculture ‘remains -

the basis of its economy and still emplqys 68% of the labour force, Mbreover,.

as regards energy for example, per cagita consumpt:on in 1975 was 693 kg (of
coal equivalent), which puts China'on a ‘level with countries such as Peru -

and Irage 7 -t
e . Vo s . . N N * ' el ) st

R

3. China's trade balance with the Community has regularly been in deficit
since 1958, and a marked surplus was not recorded until 1977, probably as a
result of certain internal problems. In the first 11 months of 1978 the Chinese
deficit had already risen to 471 million UA, which represents 56% of Chinese
exports to the Community. One can foresee this balance staying negative for
some time taking into account the capital equipment which China needs to carry

out its industrialisation. o ,
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4, With regard to the implications of inoluding China in the GSP, the following
>ointe may be noted:

¢y

(34)

414)

(iv)

'presented 34 % in 1976 and 54 2% in 1977'

-the proportion of total imports 1nto the EEC from China whioch would be

covered by the GSP 'in the case where no*sector wePe~to be excLuded, re-
in 1977 these imports were made up as tollows: 16.4% agricultural
products, 60.4% industrial products and 23.4% textile broducta;

with regard to agrioultural'prbduots, the,composition‘bf Chine's'exports
to the EEC {s such its inclusion among the}benefieieries should not cause
any particular problems;

in the case of industrial roducte; 62% ot imports into the EEC comprise
. non-sensitive products and 'should not therefore cause serious problems;

" where sensitive ptoducts are concerned, however, China's inclusion could

. give rise to ditficulties in crisis: eectors (tootwear, leather goode, eto.);

™

\

. i

in view of the voluhe of china'd exports ofte;tiie products, the ditficultic
that might arise as a result of the inclusion of China in the list of
GSP beneficiaries could be avoided -ty the'conelusioﬁ of a co&prebensive
agreement eovering this sector; negotiaiions'to'thia end began on-

23 Jamuary 1979;

{

1

(vi) a otudy on theoretical utilization of the GSP baged on the .

1977 ccheme shows that if China's use of the preferential
advantagea were equivalent to the average rate of use by the
' present GSP beneficiaries, namcly 60%, 1t would come in
cighth position, with total importe under the GSP amounting
to around 200 million EUVA.

It should be pointed out in this connection that one donor country

- Australia - has already decided to accord China GSP treatment without

requiring an official application, and that according to our information

Japan is giving favourable consideration to the inclusion of China among -

the countries covered by its scheme.
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Qverall eeomonic situation of the Peoplet!s Republic of China1

Cfreat’ 9 597 000 kn®

Populations 835.8 million (1976)

The average annual growth rate for the period 1970-75 was

1eT (33% for the urban population and 1.5p for the lavouwr
" force); 3% of the .population is urder 15 and 61% is of

working ago.

The projected populaiion in the year 2000 is 1 093 million,
rising to a hypothcuzcal staxionany figuro of 1 398 million
' " . " in the ycar 2090, © o CoE “.‘

¢

GWP per capita. UuD 410 in 1976

Index of per capite food;prodnction (base 100 in 196)-67) = 108 (1974-76)

Agzicult\rn°68” of the labour force is eng ged in agrlculture. In the
period 1975-77, production of graln, sucet potatocs and soya
remained stationary at around 280 million tonnes (which
reoulted in imporis of wheat going up from 2.5 million tonnes

,in 1976/77 4o 10 million tonnes in 1977/78)s  The 1935 -
_'production 1arget (400 million tonnes) will probably be hard

to achicve in view ot‘tho nigniflcantlggp beiween some regions
" and those = which are otill few in nunber = where productioh
~leovels are very high. Rice exporta now-amount to no more

) 3
- . 4

. than 700 000 tonnecs per year.

Industry:  Between 1972 and 1975 USD k) 000 million was spent on‘importing A
‘ : ‘turnkey factories from Japan, the Unitcd States and the Community;
under the 1978~05 progromme 120 industrial projects are to be
put into operation (including ten ntcel complcxcs, nine
non=ferrous metal complexes, eight coal mincs, ten oil and gas
.. developments, thirty large power ataiions, Bix major raalways

and five major ports, . . | K .

+

Encrry:  Annual growth of production was 4.6% between 1960 and 1965.

Per capita consumption (kg of coal equivalent): 693 (1975).
XB: Although the resulis taken overall are gbod; the level §f achiovement
is neveriheless modest and not always solidiy based: -‘per capita production
-of ctcol, lertilizers and- energy is otill very low." T -

L

‘warlt Sevelorment Report 1978.“7he world Bahk'(Aﬁgué' . v %f:

l.)
-3
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e :‘;:aﬂ' “roic Tzloaece, which vas in €elicit oin peneilly et

vig=2-vis the Cozaualtj up %o 1575, moved into saplus fros 1379
onwards. However, this situation would seem to be due to the internal
LRI T ;nv".l.m d.zm:';; this pazini and. repreganta onL{ a passing

' trend.

USH million 0 a9m 1913 . L1916 1911
cxporls ' 563,605 . 6000 - 6087
imports 720 . 700 © 5923 5267
Dalamcs - . =162  © .=986 . .4 77  +820

[

2. In external trade, the proportion of Chinece exports accounted for by
the EEC has fluctuated between 11% and 11.5% (197 to Japan, 17.5% to the

C}EA countrics, 21% 1o Hong Kong)e In 1976, imports into China from the
Community rcpresented 19.72% of 4otal imports, .compared with 32.2% from™
Japan and 17.8% from the CMEA cowntries, '

nillion u.'a. o 1974 ‘1975 W8 1971
EEC imports from }"n - ’.' ' : . -
. China | o ;€8T " 626 . 1183 - .- 857 "
EEC exports to ", o ﬁ' S ' .
China o ML 1084 1120 .. 787

Balance N + 84 + .4'58,"; - 63 =70
Sources SOEC-

'It should alco be noted that imports into tho Community from the People's
- Bepublic of Chinp account for only 0.5% of total EEC imports.

1'I‘ho rcason for the drop botween 1976 and 1977 was the stoppage of gold

exporta to the Oommmnity. :

!
i
!
i
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