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I. ECONOMIC ENVIRONMENT

(a) Macroeconomic performance and policies; development in trade
Our economic performance is well demonstrated by a few key figures, as follows: 
· Steady economic growth: our economic growth rate has recovered steadily since the bursting of the global IT industry bubble in 2001 caused it to plunge to minus 2.17%. In 2005, we recorded an economic growth rate of 4.09%, and the growth rate for the first quarter of 2006 is estimated as 4.93%. Per capita GNP stands at a record US$15,676 in 2005 and is estimated to reach US$ 16,423 in 2006.
· Declining unemployment rate: Owing to structural factors, our unemployment rate shot up to 5.17% in 2002.  Thereafter, thanks to the concerted efforts of the government and the private sector, the jobless rate has fallen steadily.  In 2005, it averaged 4.13%. In April 2006, it fell further to 3.78%, its lowest level in half a decade.
· Increasing trade volume: The export and import growth rate of 2005 was 8.8% and 8.2%, respectively. Meanwhile, the growth rate for the first five months of 2006 is up to 12.2% and 9.0%, respectively.

As a trade-oriented and open economy, we have strived to establish a solid foundation for steady economic growth via a wide range of domestic reforms, which are implemented in accordance with our WTO accession commitments. We are confident that with those economic achievements, we can play a useful role in the DDA negotiations.

In order to balance the development of the economy, environment and energy, priorities of our future energy policy include:

· Increase indigenous energy resources (hydro power, wind power, solar power, biomass, geothermal, etc.)

· Enhance energy technology development

· Improve energy efficiency 

· Accelerate the enactment of the “Renewable Energy Development Law”

(b) Structural policies

  - industrial policy

· We will continue to encourage enterprises to invest in automation, R&D, personnel training, pollution control and energy conservation.

· We will also assist industries to upgrade their technical capabilities as well as the quality of their human resources. 

· Special attention has been paid to the promotion of key industries in accordance with our six-year economic development plan. 

- investment policy

· Up to the end of 2005, with the exception of a few sectors involving essential security interests and public health aspects, 99% of the manufacturing industry sector and 95% of the services sector has been opened up to foreign investment. 

· To prevent foreign investment in industries that may negatively affect essential security, public order, and good customs and practices, the removal of industries from the “restricted industries” list is under constant review by different competent authorities in accordance with their respective law or regulations.

· As to the regulations on inbound direct investment in agriculture, the lands of the fisheries and forestry sectors shall not be transferred or leased to foreigners. This restriction was imposed in consideration of environmental conservation.

(c) Doha Development Agenda

NAMA

We think a simple Swiss formula with two coefficients can achieve a substantial reduction on tariff of non-agricultural products. We strongly support the usage of a simple Swiss formula as the core modality of the Doha round of negotiation.

Agriculture

· Agriculture uniquely plays an indispensable and multi-functional role. My government therefore attaches great importance to agriculture despite its share in our GDP being less than 2%. 

· Due to the small scale of our farming, with an average farm size of 1.1 hectares per farming family, we have become a net food importer.  Recently our agricultural trade deficit amounted to 3.9 billion US dollars, which is about 50% of our total agricultural production value.

· As a developing and Recently Acceded Member, we have already made very extensive commitments during our accession, and we are committed to making further contributions in the Doha Round of negotiations. 

· We are expecting that specific flexibilities will be provided to recently acceded Members in this Round, particularly in the market access pillar.
Services

· Our negotiating stance on the service side is relatively active and supportive.
· Following the mandate given by Ministers in Annex C of the Hong Kong Ministerial Declaration, for the purpose of improving both the quantity and the quality of Members’ commitments on services, we are now working bilaterally, plurilaterally and multilaterally with other like-minded WTO Members. 

· Negotiating domestic regulations is therefore a priority item on our agenda, we are also working closely with WTO Members to develop disciplines to be applied to domestic regulations by the end of this current round.

II. TRADE POLICY REGIME

(a) Trade and investment policies

- regional and bilateral trade arrangements

· We have engaged in a number of Free Trade Agreement (FTA)-related activities with the aim of promoting a more liberal trading environment and facilitating trade with our trading partners.  

· We see the trade liberalization achieved by FTAs as being complementary to the WTO’s liberalization developments on a global basis and ultimately ensuring that all WTO Members share the benefits of a freer trading system. 

· We would be interested in negotiating an FTA with any of WTO Members, provided it can create opportunities for our mutual economic development.

· Currently we have three FTAs, with Panama, Guatemala and Nicaragua, and we are currently negotiating with El Salvador and Honduras, as well as planning to start negotiations with Costa Rica and the Dominican Republic.

(b) Measures affecting imports

- tariffs, tariff structure, exemptions, tariff quotas
· The current TRQ system on passenger cars is implemented in accordance with the results of our WTO accession negotiations. 

· The transitional TRQ system will be phased out entirely in 2011 and the tariff on passenger cars will be reduced to 17.5%.

- government procurement

· Since the enactment of our Government Procurement Act in 1999, the proportion of government procurement that is of foreign origin has been elevated from 14% to a stable level of 16 to 17%, which is one sixth of all our government procurement put together. 
· Our Committed Endeavor to Accession to the GPA

We have completed all technical aspects of the GPA accession process. We will maintain our momentum on all the preparation necessary to resolve other remaining issues, which will ultimately render accession for us in the future. We are committed to a transparent and open government procurement system, especially through participation in the GPA.
-Pending Issues between Taiwan Rail Administration (TRA) and ROTEM (Korea)
· Negotiations regarding outstanding issues between Taiwan Rail Administration and ROTEM are ongoing. It should not be a problem since our goal is the improve the quality and transparency of government procurement. 

(c) Measures affecting production and trade

- taxation and tax related assistance

As for the issue of the commodity tax on passenger cars, according to the commitment made on our accession to the WTO, the commodity tax rate applying to vehicles with an engine capacity above 2,001 c.c. will be reduced to 30% from 1 January, 2007.
- subsidies

· We are reviewing the coverage of the “newly emerging, important and strategic” industries every two years.

· We are phasing out those already with mature technology from the coverage and adding others that have the potential to generate substantial benefits for economic development, or high risk and in great need of support. 

· The granting of such subsidies is not contingent upon export performance and is automatic as long as the application is in compliance with the criteria and requirements set out in the SUI. Please refer to our prior notification document for more details. 

- standards, technical regulations

· As harmonization is possible only when relevant international standards exist, we also provided a rate of 71%, which we believe would be a better way of presenting our harmonization status.

· We will continue the harmonization process by placing priority on harmonizing standards that are referenced by technical regulations in our work programme. 

· To enhance the harmonization rate, we also hope that there are channels that we could use to express our needs in areas for which international standards could be developed, because we are not a member of most of the international standardizing bodies.
- SPS measures

· Regarding our regulations governing the inspection of imported alcoholic beverage, Japan has been accepted as one of the countries where alcoholic professional associations can issue test reports or guarantee to verify that the alcoholic products conform to our hygiene standards.
Canada’s concern over its market access of beef

· We have devoted our efforts to maintaining our BSE-free status and our disease-free status on many important animal diseases in order to protect both animal and human health.

· In accordance with the OIE Code and the SPS Agreement, the safety assessment and technical evaluations undertaken by our panel of experts are based on scientific evidence. 

· It is important for us that Canada provides detailed information relating to their early 2006 re-occurrence of BSE for our further evaluation. 

Brazil’s concern about exportation of beef

· According to our regulations, we do allow the recognition of disease-free status for either an entire country or part/parts of the country, which is in line with the OIE Code as well as SPS Agreement without any discrimination or trade restriction. 

· Concerning Brazil’s application for the recognition of its foot-and-mouth disease-free zone with vaccination, the result of our risk assessment indicated that the risk was non-negligible. 
· However, we would still welcome further discussions with experts from Brazil on this issue.
- IPRs

· Legal framework: 

1. From the time of our accession to the WTO, IPR related laws have been in compliance with the TRIPS Agreement.

2. Amendments since January 2002:

(1) Copyright Act: 

· Inserted “public transmission” rights and “technological protection measures” in 2003 and 2004 amendments, which are in compliance with WCT and WPPT

(2) Patent Act: 

· Amended procedure and substantive requirement of examination

· Removed pre-grant opposition system

· Deleted criminal liability for patent 
(3) Trademark Act:

· Allowed monochrome, sound and three-dimensional shape to be trademarks

· Inserted provisions regarding the marks of geographic origin

3. Future amendments:

(1) Copyright Act: 

· Insert P2P and ISP liability

(2) Patent Act: 

· Extend patent protection to plants and animals

· Implement paragraph 6 of the Doha Declaration on the TRIPS Agreement and Public Health 

· Enforcement efforts

1. Implemented IPR action plans
2. Established IPR Police in January 2004 with 220 police officers to strengthen inspection efforts

3. Set up Joint Optical Disks Enforcement Taskforce (JODE) in January 2002 to combat OD piracy

4. Future work: Combat Internet infringement and campus piracy; establish a Special IP Court in March 2007

· Responses to specific concerns from Members--

1. Watch smuggling (Switzerland): 

· We spare no efforts in protecting genuine products, including Swiss-made watches.
· Switzerland is the number-one source of our watch imports. In 2005, imports of Swiss watches were valued at USD244 million, accounting for 82% of our total watch imports.  

· With the cooperation of a right holders’ group, our enforcement officials have been equipped with the capacity to distinguish between genuine and fake watches. 
2. Compulsory licensing

· The granting of a compulsory license is in accordance with Article 76 of our Patent Act, which is consistent with Article 31(b) of TRIPS. 

· We note that some Members expressed concerns over one particular case. In that particular case, the granting of the compulsory license has just been sustained earlier this month by our administrative review. The appellant may further appeal to the High Administrative Court within two months after receiving the decision. 

· In all, we remain fully committed to exercising this WTO-consistent measure when necessary and appropriate.

III. SECTORAL ISSUES

(a) Agriculture

--tariffs, tariff structure, exemptions, tariff quotas

· Tariff peaks (NZ, US) : We believe that in the case of agricultural products, high tariffs were the results of tariffication. And, these tariffs simply reflect the differences between import and domestic prices, and the level of a tariff does not indicate the level of protection. Therefore, in the current Agriculture negotiations, we strongly support the proposal that the linear approach, with flexibilities, be adopted for tariff reduction. 

· Non-advalorem duties (NZ, Singapore): More than 98% of the tariff lines are already subject to ad valorem duties.  The non-ad valorem duties in our Schedule are the result of our accession commitments.  The issue of transferring the items under non-ad valorem duty to ad valorem duty is currently being discussed in the DDA negotiations. 
--Agricultural development/technology park (Colombia seek for information):
· The Agricultural Biotechnology Park is located in PingTung County. The eight industries on which it is focused are: plant seeds, functional foods, animal/fowl breeds, water plant seeds, biological pesticide and fertilizer, animal vaccines, animal/plant insect pest testing reagents, and the agricultural biological technology value-added service industry. The infrastructure construction is underway.
--Border measure: tariffs, tariff quotas, SSG 

· Trade regime on rice (Colombia): The export of domestic rice to foreign countries is not prohibited.  Import of rice has been following the tariff quota system since 2003, which was submitted to the WTO Secretariat in 2002. The annual quantity of rice quota is equivalent to 144,720 tons of brown rice, of which 65% (94,068 tons) is imported by the government and the rest (50,652 tons) by the private sector.  Domestic food dealers must take part in bidding for acquisition of the 35% rice quota. The government has been allocating the quota three times each year since 2003. Importation of government rice is governed by the Agriculture and Food Agency (hereinafter referred to as “AFA”). The AFA is in charge of the agricultural policy and administration, and also plays the role of a State trading enterprise to import government rice in batches.

(B) Services

 - Further liberalization

We very much appreciate the recognition by the majority of Members of the rather comprehensive GATS commitments.
· We see services as a key driver of our future economic growth and development. 

· We believe the transfer of know-how and technology by foreign service providers will stimulate the growth of our own service providers.

· We maintain a policy of progressive liberalization of the services sectors.
 
- financial services

-- liberalization of financial services

· From 2001, we launched a programme of financial reform in order to develop a sound financial industry and further liberalize our financial market.

· The establishment of the Financial Supervisory Commission (FSC) simply reflects this policy change. As a single regulator, integrating the supervision of banking, insurance, securities and futures industries, the FSC tries to strike on the balance between the protection of investors and consumers and the development of our financial industry. The FSC has started to advance the notion of liberalizing our financial system on an autonomous basis.

-- privatization of bank
· The Taiwan Cooperative Bank has been privatized since 2005 and at the end of January, 2006, the government’s shareholding of the Taiwan Cooperative Bank was reduced to 47.93%. 
· The privatization of the Bank of Taiwan has been postponed until June 2008 since Bank of Taiwan will be merging with the Central Trust of China in June 2007.
· Land Bank will be privatized in December 2006.
- telecommunications services
-- Telecommunications, Radio and Television Sectors

· The NCC is a newly merged governmental agency supervising telecommunications, media and information, which has been in operation since February of this year.
· The NCC comprises 13 Commissioners with 3-year terms of office. Only nine commissioners have so far been inaugurated.

· The commissioners shall refrain from the influence of political parties and exercise their authority independently.

-- Further liberalization of the Telecommunication service sector

· In July 2002, we abolished the requirement that more than 50% of members of the board must be our citizens. 

· There are no residency requirements for the members of the board of a Type I telecommunications enterprise.

· In June 2005, the Ministry of Transportations and Communications (MOTC) relaxed the foreign equity requirement, to allow up to 40% of foreign share holders for Chunghwa Telecom.

· Applications for integrated network services licenses have been accepted in March and September of each year on a regular basis since September 2004. 
· The minimum paid-in capital requirement for integrated fixed-line network services has been reduced from NT$40 billion to NT$16 billion, and the system capacity requirements have been lowered from one million subscriber lines/ ports to 400 thousand. 
- Education
· For secondary schools, universities and junior colleges, it is planned to abolish the restriction that a foreigner may not become the Chairperson of the Board of Directors. 

· In addition, in order to achieve balance, the number of foreigners on the Board of Directors is to be adjusted to not exceeding 2 out of 5 of the board members.
- Tourism
· The requirement of obtaining a residence certificate and being resident in our territory for more than six months for foreigners applying for the tour-guide examination was eliminated on 17 February, 2004.

- Environmental Services

· In general, our market of environmental services is very open and liberalized.

· In line with the UN’s Provisional Central Product Classification, we have committed to opening our environmental services in sewage services, refuse disposal, sanitation-related services, and other environmental services (cleaning services of exhaust gases, noise abatement services) and the consultation services on the natural environment and landscape protection services.
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