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Madam Chair, 

Distinguished Ambassadors and Representatives,

[Begin with short story about working with colleagues in Geneva, particularly if some old friends are in the room.]
It is a great honour and a pleasure for me to be leading the delegation of the Separate Customs Territory of Taiwan, Penghu, Kinmen and Matsu for our first Trade Policy Review since our accession to the WTO.  Madam Chair, we very much appreciate your own efforts in organizing this Review and we are also most grateful for the extensive work undertaken by the WTO Secretariat, not only in preparing its report but also in engaging in meaningful dialogue on our trade-related policies with so many of our officials during various visits to Taipei.  These discussions have provided much-needed opportunities for us to evaluate and reflect on our policies.  Similarly, our first trade policy review offers WTO Members an important opportunity to review our trade situation and trade policies, and to provide constructive feedback on new directions we might consider.  

We have received numerous questions from interested WTO Members, and we thank them all for the time and attention they have given to this Review, and to the examination of our trade regime.  We will endeavour to answer all your questions as expeditiously as possible.  

Introduction

We have long benefited from an open and liberal international trading system.  Our own economic history provides convincing evidence of how international trade drives the economic growth and development that benefits society. Through our participation in the global trading system, we have contributed to revolutionizing private sector production patterns, particularly in the information technology sector.   Today, we are the world’s principal supplier of flat panel display technologies and we are helping to bring to market the next generation of electronics and IT equipment.  We have also become a key centre in Asia for multinational research and development efforts, and we expect to continue to chart new paths for applications of many kinds of emerging technologies in the years ahead.  We are putting into place the plans, policies and infrastructure that will enable us to become a fully “knowledge-based economy”.
Our accession to the WTO as the 144th Member on 1 January, 2002, marked a historic opportunity for us.  From 2002 to 2004, our trade value grew by an impressive 41.62 percent, according to WTO statistics.  As we continue to phase in our commitments through the end of 2008, our trading partners will continue to gain from improved access to our market.  At the same time, we must carefully manage and undertake the necessary adjustments in those areas of our economy that are adversely affected by our rapid liberalization.   It is our goal to ensure that the benefits of trade are spread equitably to all sectors and all segments of our population.  

 In addition to actively participating in the multilateral trading system, we also work to advance regional efforts to promote trade and investment liberalization, especially in the Asia Pacific Economic Cooperation (APEC) forum. We have hosted many APEC activities and meetings covering such topics as trade, the environment, health and security, industrial dialogue and SMEs.  As a willing partner and leader in APEC, we also established the self-funded APEC Digital Opportunity Centre (ADOC) in late 2004, which aims to bridge the digital divide in the Asia-Pacific region.  
Economic developments:  2002-2005

Following a temporary sharp economic contraction in 2001, we have enjoyed important expansion in our trade and investment relations over the past four years.  And, as domestic reforms in a range of areas continue to take hold and external economic conditions remain favourable, we have been experiencing steady growth in the domestic economy.  Our per capita GNP, for example, now stands at a record US$ 15,676.  Inflation has remained within reasonable limits (2.3 percent in 2005), and unemployment stands at a low 4.1 percent.  

International survey results also reflect this favourable environment, ranking us highly on a number of competitiveness and economic performance indicators.  A Business Environment Risk Intelligence (BERI) survey ranked us 5th out of 50 economies in 2005 for our investment environment. Meanwhile, the World Economic Forum’s 2005 Global Competitiveness Report rated our growth competitiveness as 5th  best in the world, out of the 118 economies reviewed.  

Our accession to the WTO has also paid dividends for our trading partners.  Since 2002, our imports have generally grown much faster than our exports.  In line with this trend, our trade surplus narrowed from US$ 22.1 billion in 2002 to US$ 13.6 billion in 2004, an almost 38.5 percent drop.  With the relative slowdown in international trade last year, our export and import growth rates cooled down a little in 2005, to 8.8 percent and 8.2 percent respectively.  

Investment has also been a bright spot in our international economic relations.  Inward investment in 2005 grew to US$ 4.2 billion, an increase of nearly 7 percent over 2004.  The new investment inflows were both in our competitive, well-integrated and cluster-based manufacturing sectors as well as in our growing services sector.  In the interim, we continue to streamline and make more transparent the legal and administrative systems relating to foreign direct investment, making it easier for foreign investors to enter our market. In terms of outward investment, our companies invested US$ 40.4 billion abroad between 2002 and 2005, mainly to destinations in Asia and the Americas.  Our firms continue to internationalize their operations and strengthen their presence in global supply chains.  

Our economic transformation continues

Today’s fast-paced and rapidly changing global economy presents WTO Members with many challenges.  Our experience shows that active and continuous reform of the economy allows a country to respond quickly to changes in the external environment, bolstering long-term competitiveness and contributing to healthy economic transformation.  Under our current six-year economic development plan, known as “Challenge 2008,” which was launched in 2002, we are implementing reforms in three core areas—political, financial and fiscal—and carrying out ten key individual plans.  

Specifically, the political reforms aim to transform our bureaucracies into a streamlined and responsive system that is small, lean and anticipatory.  Fiscal reforms aim to bring public sector spending in line with revenues within a period of five to ten years.  And, our financial reforms aim to reduce the banking system’s non-performing loan ratio to 5 percent, while raising the capital adequacy ratio for the banking sector to 8 percent within two years.  Our ten key individual plans focus on accelerating the development of the economy, improving living standards and bringing about a better quality of life.  As a part of this effort, we also aim to enhance the role of culture and the arts in modern life.  We also know that our future will depend on the investments we make in human resources, R&D, innovation, logistics networks, and improvements in the environment.  Through all of these efforts, we will be transformed into the “green silicon island.”  

Three years into this initiative, it is clear that these policies are helping us to make real progress.  Inward investment by 25 foreign companies has resulted in the establishment of 28 R&D centres.  We have also focused on the development of our services sector, which we know will be a critical part of our next economic transformation.  We are concentrating on12 services sectors that we consider to be strategically important to the future competitiveness of our economy:  finance; logistics/distribution; information media; medicine and health care; manpower training, manpower placement and property management; tourism and recreation; cultural and creative services; design; information, research and development; environmental protection; and engineering consulting.  The upgrading of our capabilities in areas such as these will enable us to perform key functions in the global industrial and supply chain on which today’s production platforms increasingly depend.  

Implementation of our accession commitments

Our accession to the WTO in 2002 dovetailed nicely with our plans to carry out wide-ranging domestic reforms.  We have amended all non-conforming legislation and implemented the new laws in line with our accession commitments.  While we continue to implement the full set of commitments that were negotiated, in some areas, we have undertaken reforms that go beyond the level or scope of liberalization that was originally expected. 

Even before our formal accession, we had taken steps to liberalize tariffs in key areas.  In 1996, we joined the Ministerial Declaration on Trade in Information Technology Products, otherwise known as the ITA, reducing our tariffs on the products involved to zero in 2000 and 2002.  In accordance with our overall commitments, we began reducing tariffs on some 5,000 tariff lines in 2002.  As a result, our nominal average tariff rate fell from 8.2 percent in 2001 to 5.67 percent last year.  On agricultural products, we lowered tariffs over the same period from 20.02 percent to 13.46 percent (not including tariff lines subject to tariff-rate quotas), and on industrial goods from 6.03 percent to 4.16 percent.  Effective 1 January, 2004, we also eliminated tariffs altogether on pharmaceuticals, toys, furniture, medical equipment, agricultural equipment, construction equipment, paper and steel, in line with our accession commitments.  

We have imposed tariff-rate quotas in certain areas, such as for passenger cars and light commercial vehicles as negotiated in our accession commitments.  In the agriculture sector, we applied TRQs to 23 agricultural and fishery products.  In 2003, we applied a TRQ to imports of rice, though we eliminated the TRQ that had previously applied to imports of sugar in February of 2005.  Also, as provided for in our accession commitments, we have lifted TRQs in several areas, including some chicken and pork goods.  As of 1 January, 2008, we expect to phase out TRQs altogether on some agricultural and fishery products, including persimmon, mackerel and sardines.  

As part of our accession commitments, we eliminated non-tariff measures that did not conform to WTO requirements upon accession.  As of February 2006,only 56 items remain subject to import bans, and these only for reasons related to human health, environmental protection or public morality.  In 2005, the number of tariff lines (at the 10-digit HS Code level) subject to import licences was streamlined down to 24 from an original list of 130.  Remaining restrictions are for reasons of environmental protection or essential security interests, and include such items as diamonds, lead, cadmium, chromium waste and scrap, methyl bromide and Montreal Protocol restricted chemicals.    

As previously mentioned, the services area of our economy has received growing attention.  We negotiated a set of horizontal commitments as well as sector-specific commitments as part of our WTO accession.  In 2003, we took steps to remove restrictions on foreign investment in real-estate dealing, real-estate leasing and land development, hoping to spur faster development in these subsectors.  We also deregulated rail transport, the trucking business, health care services and the education sector.  

The protection and enforcement of intellectual property rights has been a major element in our economic transformation efforts.  In line with our accession commitments, we implemented our obligations under the Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS).  We amended our copyright laws and regulations, for example in 2001 moving to extend the time-span for copyright protection of computer programmes to life plus 50 years (natural persons) or 50 years from the date of publication (juristic persons).  We have also brought our patent and trademark laws up to date to ensure compliance with international standards.  We revised our Patent Act regarding conditions for rejecting a patent application, the timing of the granting of patent rights, the insertion of exclusive rights to preclude others from making an offer for sale, and we abolished criminal liabilities for utility model and design patents.  We also changed our Trademark Act to extend the scope of trademark-protectable subject matter to three-dimensional shapes, single colours, and sound marks.  Furthermore, we introduced border control measures in accordance with Articles 51 to 60 of the TRIPS Agreement, extending trademark owners the right to apply to Customs to suspend the release of imported or exported goods when infringement is suspected. IPR reform has clearly been one of our top priorities.
Ongoing reform efforts

Let me now focus on our current structural and regulatory reform efforts.  Financial reform has been at the top of our policy reform agenda since the onset of the Asian financial crisis.  A lesson learned from the crisis was that governments need to supervise more effectively the increasingly complex financial sector.  We understood this lesson and, in July 2004, established the Financial Supervisory Commission (FSC) as the sole regulatory authority for the financial sector as a whole.  Its primary purpose is to build a sound and competitive financial environment and increase the competitiveness of our industries.  

In terms of regulatory reforms, we have made substantial progress in the telecommunications sector.  Our main reforms include: the organizational separation of the incumbent operator from the regulator; asymmetric regulations; phased liberalization; and, the establishment of a fair and competitive regulatory structure that strikes a balance between deregulation and re-regulation. And, in response to the convergence of telecommunications, broadcasting and information technologies, in February of this year, we established an independent agency that is able to manage this emerging dynamic.
In addition to these far-reaching  reforms in our financial and telecommunications sectors, we have also worked to improve corporate governance.  We introduced the Policy Agenda and Action Plan to Strengthen Corporate Governance in 2003, with the vision of revising 16 laws and regulations and restructuring our bankruptcy mechanism.  In January of this year, we also amended the Securities and Exchange Act, including measures to strengthen corporate governance procedures and protect the development of our capital markets and the financial system overall.  

Meanwhile, the establishment of free trade zones has been important both in enabling the more efficient operation of our private sector and its wider integration into the global logistics and management grid.  We adopted the Act for the Establishment and Management of Free Trade Zones in July 2003, and free trade zone operations today exist in Keelung Port, Taipei Port, Taichung Port, Kaohsiung Port and Taoyuan Air Cargo Park.  Goods can move freely within and between these zones and undergo warehousing, transshipment and value-added operations while enjoying exemption from customs tariffs, and internal taxes and charges, as well as simplified customs procedures.  By operating within these zones, companies are able to benefit from:  single-window administration; a free flow of goods; autonomous management; and, the free exercise of commercial activities by international business representatives within the zones.  

We continue to improve our investment climate by privatizing formerly state-owned enterprises and liberalizing restrictions on foreign investment.  To date, we have successfully privatized 34 such enterprises.  In the future, we expect to privatize all remaining State-owned enterprises, with the exception of the Taiwan Water Supply Corporation.  As of the end of 2005, 99 percent of our manufacturing industry sector and 95 percent of the services industry sector had been opened up to foreign investment.  

Participation in the rules-based international trading system

We were especially gratified, as a new WTO Member, to be able to assume an active role in negotiations on the Doha Development Agenda.   We strongly believe in the principle of trade liberalization and we fully support the WTO.  Our strong belief is built upon the true benefits of the multilateral trading system we have been able to enjoy over the past few decades and the continuous economic growth that has been accelerated directly by our accession to the WTO.  However, fast liberalization of our market does carry along with it the need for certain precautions in transition, which have to be dealt with effectively so as to mitigate the short-term impact on certain sectors of the economy.  As the newly-acceded Members have made substantial commitments during their accessions, in order to facilitate further reform, a certain amount of flexibility must be provided for the the momentum of liberalization to be maintained. 

For this round of negotiations, I would like to focus my comments in three major topics:
We support the long-term objective of the WTO to establish a market-oriented trading system through reforms by eliminating trade-distorting measures in the agricultural sector, though we wish to underscore the indispensable role of agriculture in areas such as food security, rural development, environmental protection and cultural preservation.  
In an attempt to address market access issues in the NAMA negotiations, we support the application of an ambitious formula such as the Swiss formula with reasonably small coefficient values. We see its potential to create new business opportunities, to harmonize Members’ tariff regimes and to create a more equitable and predictable trading environment.  Sectoral liberalization could be an effective approach to the creation of real market access for the WTO Membership as a whole.  
As services account for the majority (more than 70%) of our GDP, we view further services liberalization as being one of the three key pillars of market access in this round of negotiations and as a major driver of future global economic growth and development, alongside agriculture and NAMA.  Our negotiating stance on services is therefore comparatively offensive, reflecting our “real world” situation and level of economic development.  

Conclusion

The steps I have outlined tell a compelling story:  Long a trade-oriented and open economy, we have used our accession to the WTO to establish a solid foundation for wider domestic reforms.  We have steadily implemented our WTO accession commitments, and in some important cases, have gone beyond these and moved forward with our own broad-based reform efforts, which are now bearing fruit.  Our liberalization efforts have opened up many new opportunities for trade and investment with our trading partners, and we look forward to continuing to explore such future areas for increased cooperation.  Perhaps of greatest significance, we are fundamentally committed to a strong international rules-based system, and we have worked hard in support of an ambitious outcome from the ongoing Doha negotiations.  

I wish to thank you for this opportunity to present an overview of our economic aspirations and future directions.  I look forward to our discussion and to providing answers to your questions during this, our first ever Trade Policy Review.  
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