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Beijing

Monday, 20 July 2015

Meeting with the Head of the EU Delegation in Beijing, EU Delegation staff, and
European Commission (DG Trade)

The meeting opened at 14.00 on Monday, 14 July 2015, with Maria João Rodrigues in the
chair ad interim, until arrival of Jo Leinen (Chair) at 15.25 due to travel delays.

Ambassador Hans Dietmar Schweisgut welcomed the Delegation, along with Heads and
officers of the Political, Press and Information section, the Trade and Investment section. the
Cooperation Section, and the Science, Technology and Environment Section. Also present
were Director Koenig, HoU Berz and I McKendrick of DG Trade of the European
Commission.

Mr Schweisgut offered an assessment of the EU-China context post-Summit and in light of
the 40th anniversary of bilateral relations. This last year has seen a period of fairly intensive
high-level visits, with the novelty that Chinese leaders now make a point of bilateral meetings
with the European Parliament. Before year-end we expect to see participation of some 8 to 10
Commissioners at the High Level Dialogues and the continuation of some 60 sectoral
dialogues.

The newest area of cooperation is security and defence; other international aspects include
cooperation against piracy in the Gulf of Aden and Chinese support for the successful
conclusion of the recent Iran talks. The EU and China do not see eye-to-eye on all
international issues but the relationship of the two as global actors is developing further; there
is a need for even more cooperation notably in crisis management.

Economically there is a relative absence of friction now that the solar panels and telecoms
issues have been, for now, resolved.

Important messages from the Summit included: progress on the inclusion of market access
issues as well as investment protection into an ambitious and comprehensive agreement; we
aim for a consolidated text by year-end. The Dialogue on Intellectual Property Rights is also
to be upgraded to vice-ministerial level and will focus on online counterfeiting and report to
the High Level Economic and Trade Dialogue, to facilitate better monitoring.

Other developments include the establishment of a new legal dialogue with a focus on rule of
law broadly, as in the economic agenda, rather than related to the Human Rights Dialogue. An
agreement on migration and mobility provides for new visa centres around China, a
readmission agreement, and fingerprinting for visitors to Europe from China. Next steps will
include further work on visa facilitation (as is being done by other major travel destinations
for China), visa-free admission for holders of Chinese diplomatic passports, and an agreement
on illegal migration.

The Summit also included discussion on how to coordinate a new Chinese fund with the
''Juncker plan'' and connectivity initiatives between, e.g., the One Belt One Road plan and
TENs.
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An additional new feature of the Summit was Council President Tusk's emphasis on a range
of human rights issues, which had not been raised at that level for some time, and which did
not change the atmosphere of the meeting. These issues included Tibet and Xinjiang, where
moderates could potentially serve as bridges between minority and majority communities, and
the detention of human rights defenders. The EU Delegation specifically issued a statement
on the detention and interrogation of some 200 of the latter.

Concerns were also raised about new laws on ICT security, cybersecurity and NGOs, which
are based on a very broad definition of security, raising concerns not only for 'traditional'
NGOs but also for a variety of organisations including EU business. There was also some
friction between the differing positions of the EU and China on the South China Sea.

COMM (DG Trade) elaborated on the state of play of the trade and investment relationship,
noting that China was beginning to improve its public consultation mechanisms on planned
legal developments, with the best opportunity for such comments to be taken into account
occurring when all major trading partners, including the Member States, collaborate.

The greatest need for EU firms is to have a level playing field for access to the China market.
Overall compliance with WTO commitments is quite good, although difficulties can arise due
to industrial policy or other domestic pressures; massive subsidisation of state-owned
enterprises is also a serious concern, as is intellectual property theft, particularly for high tech
firms. There has been little proof of further economic liberalisation since late 2013's economic
reform programme. There are no high-profile irritants at the moment, but a host of smaller
issues.

The flagship issue now is the comprehensive investment agreement, where we seek
sustainable development and broader market access provisions, as compared to the more
'classical' Chinese approach. Serious work will still be needed to obtain a text by year-end
2015. Trade defence instruments cases are by and large well handled; the norm is not
negotiated solutions, but rather to take the case all the way through the dispute settlement
system.

On the environment, EU Delegation elaborated on the state of play leading up to the COP at
year-end in Paris, citing the usefulness of the Summit statement on climate, with the
submission of China's INDC the next day. The planned peak emissions date is 2030, which is
quite conservative. This represents a change from China's previous conception of itself as a
developing country. This target seems to be relatively easy to reach rather than very
ambitious; in fact demand for coal is declining and consumption may be capped by 2020, so
peak may well occur by 2025.

Policy cooperation is quite extensive in this area, with 7 pilot emissions trading schemes
running as a lead-in to introduction of a national system from 2017-2020. A new EU-funded
project is about to begin and may lead up to a possible link between the Chinese and EU
carbon markets after 2002-2025. Also on the agenda are issues of modelling, technology and
urbanisation, with a low carbon city partnership signed during the Summit and the potential
for large-scale demonstration of new technologies to achieve real economic scale.

Mme Rodrigues thanked the Ambassador and the other speakers for their precise and helpful
analyses of the post-Summit situation. She raised the question of EU strategic positioning vis-
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a-vis China at a critical moment with new leadership on all sides, evoking TTIP and EFSI; M
Van de Camp inquired further about the openness of the Chinese market as compared to that
of Europe and M Caputo raised the issue of the AIIB and the world role of the renminbi.

Ambassador Schweisgut described the Chinese view of TTIP as an attempt particularly on the
part of the USA to contain China and see an ''ABC'' (''anybody but China'') policy. They view
the EU as possible investment material, while the EU views China as presenting an untapped,
but very difficult to access, market for trade in services.

With regard to EFSI, China accepts that it is not legally possible to join in the governance
structure but is still interested in participation at the platform level, although at the moment
there is no further information regarding the possible 'joint vehicle' idea mooted by the
Chinese. There is a clear Chinese interest in linking Piraeus to Central and Eastern Europe,
which should be in Europe's interest as it is clear that any such participation would have to
involve European business and conform to all EU rules and regulations.

It is important in any strategic discussion touching on EU-China trade and investment to
review respective interests clearly: for example, China bought fewer bonds than did Japan
during the recent crisis; in the case of Greece, China would clearly have preferred the clarity
of ''pacta sunt servanda'' than the shock of privatisation being put on hold. Similarly, ISDS
issues can cut in several directions.

On the environment, MM Caputo, Scholz and Henkel respectively queried recycling,
renewable energy, and nuclear energy policy developments. The EU Delegation in Beijing
elaborated on problems of illegal items being imported in otherwise legal shipments of waste
for recycling and on new measures being put in place for improved access to environmental
information and access to environmental justice, as well as the results of the EU-funded
Environmental Governance Programme to change judges, etc. This area shows promise for
further development but the new NGO law makes the relevant Chinese administration
(Ministry of Environmental Protection) and other organisations leery of funding from
overseas. The major challenge would appear to be compliance with China's own regulations
across the country. Nuclear energy is an important part of China's targets, but post-Fukushima
all new approvals were halted. Construction seems set to start again, with nuclear energy
targeted at about 6% of national energy consumption and an industrial policy target of
exporting Chinese nuclear plants.

M Henkel raised the issue of the anti-corruption drive and its political effects; the
Ambassador replied that one of the effects seems to be increasing bureaucratic inertia. He
further underlined the need to raise human rights issues consistently in order to be seen to take
the issue seriously.

Meeting with the EU Chamber of Commerce in China, Sara Marchetta Vice-President
and representatives of Working Groups

Ms Marchetta presented an overview of the present business climate in China as viewed by
the 1800 members of the EUCCC, of which some 500 are in Beijing. She introduced the
chairs or representatives of a wide variety of working groups, through which the Chamber's
business is chiefly carried out and explained the preparation of the Chamber's two major
publications, the business confidence survey which has already been published for 2015 and
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the position papers covering each sector or horizontal issue in greater depth, which should be
published in September.

One of the key Chamber concerns now is to check whether reforms proclaimed in key
political commitments match action ''on the ground''. On IPR, for example, there seem to be
rapid positive developments, whereas on SOE reform, results are much less encouraging.
Chamber members are mainly concerned about differences in treatment between foreign-
invested and Chinese firms. For example, the catalogue for foreign investment restricts
foreign investment in certain areas. The rule of law is also not evolving as well or as fast as
could be hoped in terms of predictability of the system and equal enforcement of the law.
Legislation sometimes seems to retract the promises made in political reforms.

A further area of concern is regulations addressing national security, some of which have
been suspended for the time being after expressions of concern on the part of EU and USA
businesses. These regulations will affect existing businesses, as well as put a chill on possible
future investments. Cybersecurity provisions affect all uses of the Internet, which is already
so slow within China as to affect normal business operations even for businesses which are
not in the ICT field -- for example, accessing normal internationally used databanks -- and
which makes it hard to innovate or to attract new young talent.

NGO legislation is very severe; it would cover everything which is not a company or a
government administration, thus encompassing universities, trade associations, etc, putting
them under regulation of the Ministry of Public Security (typically handling police and
immigration matters) rather than the Ministry of Civil Affairs (typically registers and
supervises Chinese NGOs).

The latest Chamber business confidence survey has shown a drop in revenue due to the shift
in focus of reforms from quantity to quality and the change to the ''new normal''. Markets are
effectively saturated and becoming more sophisticated, which will only increase the
significance of having a level playing field.

The Chair thanked the Chamber for the presentation and focused discussion on the question of
how to obtain a level playing field. Is China demanding more than the EU does from the
investment agreement negotiations? What would constitute the sine qua non of a good
agreement. Mme Rodrigues requested concrete examples of the changing legal framework
and Mr Bütikofer requested the Chamber's views on the NGO law, which were transmitted to
the Delegation by the Chamber. Mr Scholz inquired about the utility of bringing cases to the
WTO and Mr Caputo asked for the Chamber's experiences with trademark and geographical
indication protection. Mr Henkel urged the Chamber to be aggressive and clear in dealing
with their Chinese counterparts and commented on the similarities to experiences opening up
the Japan market some 25 years earlier.

On the investment agreement, the Chamber's main demand is for the negative list to be
reduced substantially. It should contain all rules limiting certain areas of investment, eg, to
only SOEs, not only those restrictions applicable only to foreign investment. Such restrictions
would include, for example, those faced in the healthcare sector, where public procurement
for hospitals is theoretically open, but bids usually specify a preference for domestic products
produced by domestic companies. Problems may occur at any of three levels of
administration, namely, (1) law, (2) administrative approval and licences, and (3) over
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100,000 mandatory standards. This last realm is currently vague, far too wide-ranging, and
should be narrowed down from services, management systems, etc, to only those necessary
for genuine safety, sanitary, environment or security purposes.

Further examples offered included those in the logistics/postal services areas and the fact that
each province has measures for separate markets, which creates significant problems for
services in particular. The new security laws create problems for services, especially in the
education sector, as well.

On IPR, it is notable that firms with R&D in China tend to use it for localisation rather than
for innovation, due to confidentiality and other IPR concerns. They are therefore not able to
take advantage of tax reductions favouring high tech business, etc. It should be noted,
however, that some 90% of IPR cases in China are between Chinese businesses. While laws
are relatively new, there are substantial similarities to the German civil law system.
Significant problems at the moment include a huge backlog of some 1.6 million pending
applications at the trademark offices and ''greenmail'' attacks where likely trademarks are
registered pre-emptively; in the latter case where a foreign firm actually does register a
trademark, it stands an 80% chance of ultimately prevailing, however.

With respect to free trade zones, customs clearance procedures are improving, but there are
still problems with quarantine and inspection provisions, where policies seem to develop
rather non-transparently. The latest free trade zones differ significantly from the earlier ones,
in that the latter were experiments in relaxed regulation to seek new solutions, whereas the
new generation of zones are sectoral, without clear implementing regulations, and do not
seem to be working well in practice; they relate more to preferential sectoral policies rather
than to taxation.

The meeting closed with a consensus that even the Chinese business partners of European
firms seem to find the regulatory environment slipping backwards in some respects: there is a
trend towards more regulation and towards such regulation being based on policy
developments -- i.e. security issues -- which are increasingly difficult for foreign firms to deal
with. Growth is going to be more costly in the future and therefore the business climate must
improve still more; the Chamber has taken some strong stances on these issues.

Meeting with EU journalists, members of the Foreign Correspondents Club of China
and Press Section of EU Delegation; cultural event

This meeting was held under Chatham House rules and therefore detailed minutes are not
included. The main subject was an assessment of working conditions for press and media in
China in light of international standards. The meeting was followed by a visit to the 798 Art
Zone with attention to issues of artistic freedom.

Tuesday, 21 July 2015

Meeting with Mr Li Tie, Director General China Center for Urban Development
(CCUD)

DG Li Tie welcomed the EP delegation and briefly presented the activities of the China
Center for Urban Development.
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The Chair stressed the importance that urbanisation issues have in modern societies and
referred to the recent EU-China Summit where related issues were addressed also in the
context of the EU-China 2020 initiative. Recently adopted EU measures to improve the
quality of life in cities and reduce waste were introduced for comparison with Chinese efforts
to handle similar problems.

DG Li noted that that there are 655 cities in China, 6 of them with more than ten million
inhabitants, 134 of over 1 million, the remainder being small and medium cities of 50000
inhabitants or more. Every year 15 million people move to cities and the Chinese urban
population is due to further increase as the country modernises its economic and social
structure.

China is ready to cooperate with the EU and can learn a lot from the European experience in
the field. Reforms are needed to keep the current level of development sustainable, modernise
infrastructure, make a better use of resources and push development of service industries.
China is also facing an increasingly serious scarcity of water which is likely to heavily
influence future policy choices.

In this context, China is a potentially huge market for EU technologies and infrastructure as
China needs advanced know-how to be able to secure its longstanding goals as recently
stressed by Premier Li Keqiang.

The Chair recalled that environment protection not only encompasses energy reduction. It is
also important to make towns liveable and create new social and cultural spaces. Discussion
included social housing for low and medium income populations. MM Bütikofer, Engel,
Scholz, Enkel and Mmmes Gräßle and Ferreira also intervened.

Meeting with Mr Wang Chao, Vice-Minister of Foreign Affairs

Vice Minister Wang opened the meeting with a short welcome speech.

In his reply the Chair emphasised that EU-China relations are based on strong economic ties
but the two parties are also increasingly becoming strategic partners in sensitive political
areas. The EU is recovering from the economic crisis and financial breakdown and
appreciated support provided by China. The recently launched Juncker plan needs more
Chinese investments in Europe and cooperation with the “One Belt, One road” initiative is
more than welcomed. We appreciate the role played by Beijing in securing the recent deal on
nuclear issues with Iran, in circumscribing the Ukrainian crisis last year and in the fight
against international terrorism.

The Chair expressed concern about restrictions to freedom of expression recently introduced
by the Chinese executive (e.g. laws on foreign NGOs, cyber security and internet censorship
and the limitation to the work of journalists in China) and sought clarifications.

The Vice-Minister replied highlighting China’s role in the recent Greek debt crisis and
reiterated that it is a Beijing’s long-standing policy to promote greater economic and political
integration in Europe. Economic cooperation is very important given that the EU has been
China’s biggest trading partner for 11 consecutive years. The two parties are making regular
progress on a number of issues and are currently negotiating an ambitious bilateral investment
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treaty (BIT). The EU and China also work together in the field of climate change and recently
produced a common statement in view of the forthcoming Climate Change Conference.

China contributed to find a meaningful deal with Iran, promotes peace and stability in the
Middle East, works for a peaceful solution of current conflicts (especially with regard to
Syria) and is ready to contribute to the fight against terrorism. On Ukraine, China maintains
an impartial position and appreciates the agreement reached in Minsk a few months ago. A
joint effort by the international community is needed to avoid further deterioration of the
situation and avoid exchanges of fire in eastern Ukraine resulting in renewed hostilities. China
promotes the respect of sovereignty and territorial integrity of other countries.

On the recently approved NGOs bill, it was explained that the new rules are consistent with
unspecified ‘international practices’ and they are supposed to make life easier for NGOs that
are not breaching the Chinese laws. The new piece of legislation is largely inspired by similar
provisions implemented by the U.S. Beijing is making its utmost efforts to facilitate foreign
journalists’ work in the country but they are bound to observe Chinese laws when working in
China.

On cyber-security, a response by the international community is needed to avoid the Internet
becoming a vehicle for radicalisation and terrorist ideology. This is a major concern for China
which has the right to introduce countermeasures when needed.

Human rights are an important issue for the Chinese government. According to the Vice-
Minister human rights protection is now better than ever, but one has to consider that China
has a different level of development and Beijing’s first and foremost objective is to meet basic
living needs of the people. The EU-China Human Rights Dialogue is working well and the
government also actively promotes the rule of law.

Relations with the European Parliament are also important for the Chinese executive. Better
cooperation with the EU also needs deeper and more frequent exchanges between legislators.
Efforts made by President Schulz to increase cooperation with China have been appreciated.
Some diverging views between the two parties are understandable and should not affect the
generally good bilateral relations.

On trade issues, China is working towards a fast conclusion of the BIT negotiations and
wishes that a feasibility study for a full-fledged FTA (Free Trade Agreement) be launched
without delay.

Questions were raised concerning the pending AFET report on relations with China.
The Chair concluded that the way is paved for deeper relations, albeit there is a perception
that the climate in China is changing and becomes more restrictive for basic liberties. He
expressed the hope that the NGOs law could be reviewed and restrictions of basic freedoms
eliminated. Civil society has an important role to play in China’s future development.
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37th EU-China Inter-parliamentary meeting

Chairman Wang Xiaochu of the NPC opened the 37th EU-China IPM welcoming the EU
delegation and expressing the wish that Inter-Parliamentary Meetings may help enhance the
already good level of bilateral relations entering this year in their 40th anniversary. Mr Wang
also mentioned that the IPM was supposed to handle four main areas of interest: (a) political
mutual trust, (b) development strategy and promote cooperation, (c) exchange of legislative
experience, (d) sustainable development good practices.

The European Parliament Chair responded to the initial presentation by his Chinese
homologue and introduced the members of the European parliament’s delegation.

Part I EU-China relationships

Mr Wang, stressed that the EU is a strategic partner of China and elations with Brussels are
one of Beijing’s top priorities in the field of foreign relations. Moreover China strongly
supports the process of European integration. Mr Wang recalled that bilateral trade increased
by 2,500 times in 40 years, More than 70 direct flights with more than 60,000 travellers
connect Europe with China daily.

The EU-China relationship is one of the more constructive partnerships in the world built
around trade and economic relations. Bilateral consultation mechanisms and dialogues (70)
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cover a wide range of legal and technical areas. Growing economic ties have made the EU
and China more and more interdependent each other.

The good level of bilateral relations was demonstrated by the historical visit paid last year by
president Xi Jinping and by the recent visit of Chinese Prime Minister Li Keqiang for the 17th

EU-China Summit. These visits have laid the foundations for a new enhanced partnership able
to increase mutual trust and promote cooperation (cfr. “One belt, one road” for example) on
issues of common interest going well beyond the economic sphere.

China is ready to further cooperate with the EU to protect international order, ensure stability
and global economic growth. Beijing is also bound to comprehensively implement the 2020
EU-China Strategic Agenda adopted in 2013. Improving relations with the European
Parliament are also important to China; Mr Wang also expressed appreciation for the
meetings the Chinese President and Prime Minister had with President Schulz.

Mr Wang asked about the state of the AFET report on EU-China relations currently under
preparation, expressing the wish that the report will reinforce bilateral ties and objectively
reflect progress in EU-China bilateral relations

Mr Leinen acknowledged progress made in the last 40 years and wished further development
of EU-China bilateral relations, citing the June 2015 17th Summit in Brussels as “a new start
in our relations” with a very ambitious agenda, in particular as far as trade and economic
cooperation was concerned and expressed the wish that the negotiations for an EU-China
Bilateral Investment Treaty (BIT) be concluded soon.

Other areas of cooperation range from protection of the environment, citing with approbation
the EU-China joint declaration on climate protection, promotion of development and
stabilisation of Africa, fight against terrorism and prevention of conflicts (notably the civil
war in Ukraine, to the recent nuclear deal with Iran and he persistent instability affecting the
southern Mediterranean).

With regard to the AFET report, the Chair of the European Parliament Delegation explained
that the report can still be amended and modified according to the European Parliament’s
internal rules. Although China may not agree on all conclusions, the report will nevertheless
enable a fruitful debate, respecting both parties’ interests and priorities.

Part II Development of Strategies of both sides and pragmatic cooperation

On the “One Belt, One Road” initiative the NPC’s Lu Jianping expressed appreciation by the
decision of several countries to support the ambitious project. The “One Belt, One Road”
initiative is naturally connected with the Pan-European transport network. Further
coordination on investments and projects is therefore needed to ensure a better final result.

On the newly launched Asian Infrastructure and Investment Bank (AIIB), Mr Lu recalled that
at the time being 57 countries (including 14 EU Member States) joined China. This
demonstrates that the AIIB initiative is open and complementary to already existing financing
institutions.

For the European Parliament, Mr van de Camp generally welcomed the initiative but asked
for clarification on several aspects of the project that are still not entirely clear. Ms Rodrigues
mentioned the recently adopted Juncker Investment Plan and invited Chinese partners to join



11/27

EN

in the investment platforms thereunder (e.g. low carbon economy, best of digital revolution,
skills and training issues for people and workers). Mr Caputo stressed that the AIIB should
also boost the global economy, not only that of China and Asia. He also warned about
potential overlapping with existing financial institutions (IMF and World Bank but also EIB).

Mr Lu replied that teh AIIB and EIB can work together without conflicts. The Silk Road fund
can also offer an opportunity for cooperation as can Europe’s investment plan. Mr Chong
Quan replying to Mr van de Camp stated that priority should be given to investments on high-
speed railway connections.

The point on the EU-China trade and investment relations was opened by Mr Chong Quan,
who stressed that EU investment in China has increased, US and Japan have a decreased
presence on Chinese markets. The EU is the biggest trading partner of China and this is the
backbone of the EU-China partnership. According to Mr Chong, BIT negotiations have been
delayed by the EU's market access. He expressed the wish that differences could be narrowed
and the negotiation process be quickly and successfully concluded.

Last year the EU and China were able to settle serious trade disputes concerning anti-dumping
cases on solar panels, wine and polysilicon products. However, there was Chinese
dissatisfaction about the decision by the European Commission to suspend the special regime
granted to certain Chinese producers of photovoltaic equipment (the so-called “Undertaking”)
based on alleged circumvention of agreed terms.

Once again, the importance to China of the launch without delay of a feasibility study for a
future EU-China full-fledged FTA was stressed; the EP delegation was invited to promote this
ambitious project in Europe.

On the BIT, Mr Scholz stressed the need for enhanced transparency in trade negotiations and
reiterated that the market access chapter is a fundamental pillar of the BIT under negotiation.
He also enquired about the Chinese position on the insertion of an ISDS clause (Investor-to-
State Dispute Settlement clause) in the EU-China BIT. The reply was that EU business is not
discriminated against when accessing the Chinese market and an ISDS system based on
international standards (the so-called “Washington agreement”) could be used.

In his final remarks on this point, Mr Wang stressed further the importance of trade and
economy in the EU-China bilateral relations, which has proven fruitful for both parties. There
is no need to excessively focus on specific issues. Disputes and misunderstandings are
inevitable but they should not affect the overall good state of our bilateral relations. In this
respect the EP has a key role to play defusing tensions and working towards an even deeper
partnership.

Part III Pending legislative developments

Selected issues were highlighted by the EP delegation.

Mr Butikofer spoke about the recent legislation imposing further monitoring and restrictions
on the work of foreign NGOs in China. This development is likely to produce negative effects
on people-to-people relations and may even breach international law. He expressed the wish
that China may take inspiration from the way the EU handles this issues domestically. Mr
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Bütikofer also referred to the recent repression of lawyers defending NGOs and other human
rights causes in China. Such events are likely to have a deleterious effect on the perception of
China in the EU.

Speaking about the new cyber-security law, Mr Engel expressed concern about potentially
negative effects that the bill may produce on EU businesses and asked for more clarifications.

On animal welfare, Chairman Leinen recalled that increasingly stricter rules are being
introduced in the EU and enquired about the situation in China, particularly regarding the
draft law from some years ago which does not seem to have progressed.

Mr Henkel spoke about the state of human rights in China stating that although there have
been some changes the situation is still in need of improvement.

Mr Xu Xianming replied with some details on the above bills and developments. He in
particular stated that there will be no harm done to NGOs operating in China that fully respect
Chinese laws. Cyber-security rules are in no way a form of discrimination against foreigners.
The situation of human rights in China has not deteriorated recently, but rather progress made
by Beijing has been universally recognised. Lawyers have been placed under investigation
because they were suspected to have violated Chinese laws.

Part IV Sustainable Development

Mr Bütikofer spoke about the recent EU-China joint statement on climate change and
cooperation aimed at reducing global CO2 emissions. Mr Henkel briefly addressed the roles
of State Owned Enterprises (SOEs), an ageing society, emigration from rural areas to towns,
and family life evolution. Mr van de Camp enquired about reform of the Chinese pension
system.

The Chinese speaker, Mr Meng Wei, reiterated that climate change is matter of concern for
China and recalled that Beijing has consistently reduced its carbon emissions (as discussed by
Premier Li during the EU-China Summit).

Mr Lu Wei referred to the significant evolution of Chinese economic structures in which the
role of SOEs is steadily declining. He acknowledged that there are still some serious problems
(corruption, inefficiency) but the Chinese government is determined to fix them. In this
context examples form the EU may be of help. Mr Lu also discussed some aspects of the
Chinese economy that are currently undergoing reforms. China has to restructure its industrial
sector, reduce dependency on exports, boost domestic consumption and invest in services.

Ms Chen Xiurong dealt with the ageing society issue. This has now become a key issue for
the country and civil society is encouraged to take part in the debate on how to address it.
Among measures implemented there is an improved welfare system for old people, the setting
up of a basic medical insurance system covering the whole country and better services for
older citizens.

The IPM concluded with two short final statements by the EP and Chinese chairs.
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Meeting with Mme Shen Yueyue, Vice President NPC

This was a short protocol
meeting dedicated to the state
of EU-China relations and
cooperation between the EU
and NPC. Vice-President Shen
welcomed efforts promoting
EU-China mutual
understanding and praised the
role played by President
Schulz. The two parliaments
should consider introducing a
mechanism ensuring a regular
and effective exchange of
views.

Mr Leinen referred to the progress made in the 40 years of diplomatic relations, praised the
development of China over this period and hoped for further positive development of the EU-
China partnership.

Beijing/Shenyang

Wednesday, 22 July 2015

Meeting with Reinout van Malenstein, IPR Business Advisor

Mr van Malenstein introduced the common problems facing European companies in China in
the areas of intellectual property rights, counterfeiting and product liability. Main themes
adduced were the difference between the law as it exists on the books and enforcement ‘on
the ground’ and the difference between EU and Chinese protection with respect to the
importance of registration in China (i.e., non-registered rights not helpful).

Mr van Malenstein outlined both common challenges and potential solutions under existing
Chinese law and practice. In the case of trademarks, problems include bad faith registration of
marks by firms which do not otherwise own or use them and problems with the creation of
Chinese language marks; advice is to choose an appropriate Chinese name and to register the
mark in both Chinese and home language versions in China. In the case of copyright, proof of
registration is needed to succeed in proving one’s case. Software can be protected without
sharing source code if proof of copyright is obtained in the home country and notarised and
legalised.

Patent protection in China requires absolute novelty, i.e., no prior public disclosure, which
can be problematic in the case of European firms used to more open collaboration or where
researchers or marketing departments are not aware of these constraints.
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Further details were offered of strategies and tactics firms can use to protect trade secrets or
confidential information if available to employees or distributors, to work with customs and
other enforcement officials in China, and how to cope with procedural issues.

The Chair observed that the Delegation might now consider themselves better informed than
most small or medium-sized enterprises (SMEs) facing these challenges. Delegation questions
focused on how consistent enforcement would be across the whole country, with the
possibility of discrepancies between major urban centres and more remote areas; whether
further legislative changes were needed; and whether there has been substantial improvement
over the last 20 years.

Discussion of geographical indications emphasised the improved possibilities for protection
as compared to past experiences. Local and provincial enforcement authorities tend to operate
through campaigns and targets, such as during the Olympics. Fees tend to be more affordable
than in the EU, although patent-related costs are higher due to the need for specialist
translations. It has to be acknowledged that no other country has made such substantial
progress in this area in the last 30 years.

Meeting with Prof Dr Liu Zhi, Peking University-Lincoln Institute on urban planning,
local governance and municipal finance

Prof Liu presented the details of the structure of local government in China and the tax and
regulatory conditions which influence urban planning and local finance. He elaborated on the
evolution and use of the ‘hukou’ (urban v local registration) system which controls access to
social services and problems which have emerged, including housing price rises, the housing
vacancy rate, local government debts, social tensions, and inefficient and wasteful land use.

He also outlined contributing factors to the housing boom, including cultural factors meaning
that having an apartment is vital for young men to be seen as marriageable, rental is poorly
regulated and ownership is thus viewed far more positively, as well as the very high savings
rate.

In addition, there is a system of targets – such as for GDP - -set by the central government for
all lower levels of government, and local governments are also constrained by having no
direct taxation power nor the ability to borrow directly. This has resulted in local governments
using one of their few resources, land concessions, which can be auctioned off. Urban
development investment corporations can borrow, even where local governments themselves
cannot. The result therefore is local funding through commercial real estate development as
this is the only really feasible source of local revenue. Industrial land prices are minimal by
comparison to residential prices, so effectively housing sales subsidize other forms of
development and are also one of the few available investments for citizens who are wary of
banks and the stock market.

Tax reforms are ongoing, including a shift with more funding going back through
intergovernmental transforms to rural and poor areas. The hukou systems is being gradually
relaxed and sales, leasing and demutualisation of rural land may be permitted. Local tax bases
are being improved through development of property and consumption taxes and the basis for
evaluation of local officials’ performance is being broadened so as not to be solely based on
growth targets.
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The Delegation considered the presentation extremely enlightening in elucidating the factors
at play in China’s particular growth patterns and challenges and thanked Prof Liu. Discussion
addressed the need for unification of land rights (ownership, mortgage, use rights, etc) and the
tendency for young people to leave the countryside, while those who would prefer to farm
cannot access the land. Many localities now are trying to clear disused industrial plants to turn
them back into farm land – which in turn can be traded for additional urban development
land.

Mrs Grässle asked about rural identity, to which Prof Liu noted that agriculture is no longer a
viable identity economically given the average minuscule rural landholding and that China is
transitioning to more mechanised large-scale practices. Mrs Rodrigues asked if there is any
reliable engine of growth now that exports and the housing boom both seem to have reached
their maxima and be on the decline. There was discussion of whether the One Belt One Road
initiative is in part an effort to promote further exports and also stimulate further domestic
consumption. Domestic demand is expected to rise with continued urbanisation and the
increased tendency of the new urbanites to start their own SMEs. Urbanisation is a continuing
political priority to support industrialisation, even though increasing urbanisation creates the
conditions for social unrest.

In response to a question from Mr Henkel, ‘ghost cities’ were described as no risk to the
banking and financial system as the majority of the developments there had been paid in full
from savings before even being completed.

M Van de Camp and Mr Caputo inquired about the use of rural land as a form of social safety
net and the availability of social housing. Rural land does indeed serve as a safety net, which
is socially still effective, but probably not an optimum use of resources. Social housing so far
only benefits those who are already holders of the correct hukou and in general is more
remote, with fewer services, etc, so is not hugely attractive.

Mr Scholz raised the issue of energy and water needs for an increasingly urbanised country.
Prof Liu claimed that energy prospects are brighter than those for water supply, which is a
particular problem for the drought-stricken north. The resulting pressures on the population to
move south impinge on the agricultural base there, creating additional difficult knock-on
effects.

Shenyang

Thursday, 23 July 2015

Visit of Siasun Robot Automation Company and BMW/Brilliance Automotive Joint
Venture plants

The morning of 23 July was entirely dedicated to the visit of two undertakings based in
Shenyang: Siasun Robot Automation Company and BMW/Brilliance automotive joint
venture. The EP delegation visited both plants and held a brief exchange of views with senior
managers at both places.
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The joint venture with Brilliance and BMW has been a real success. Production increased
threefold in 10 years and many more models are currently produced. The company employs
14,000 workers and produced 280,000 cars in 2014.

Meeting and seminar with Liaoning Provincial People’s Council

Messrs Wingyang Dou and Leinen, in their
opening statement, introduced the members
of their respective delegations. Topics
covered in the meeting included: (a)
economic reform, (b) urbanisation, (c)
environmental protection, (d) foreign trade
and economic cooperation, and (e) science
and technology.

The Chinese representatives spoke about
the restructuring of the province. Liaoning

province registered the fastest economic growth and social development of China, GDP rose
by 12.5 % on yearly basis. State Owned Enterprises have been progressively privatised
(currently more than 60% of undertakings are privately held). Investments in innovation and
technology have been boosted.

Cooperation with Europe is important. The EU is an important partner for development of the
province. Investments from the EU are on the rise and several EU companies have opened
equipment and manufacturing (automotive, tyres, green energy, etc.) plants in Liaoning.

MEPs took the floor and asked questions of their Chinese interlocutors, as follows:. Leinen
(reform of the education system and production of energy), Gräßle (working of the People’s
Provincial Council, power shortcuts and production disruption), Rodrigues (role of SMEs and
protection of elders), Van de Camp (retirement age), Scholz (regional and centrally mandated
reforms), Engel (state aid and public subsidies to the economy), Bütikofer (economic strategy
and role of the province in the decision making process), Caputo (role of banks and financial
system in the transformation of the economy). Replies from the Chinese counterparts were
frank and complete and appreciated by the EP delegation members.

Protocol visit with Deputy Speaker Tong Zhiwu

The EP delegation was received by Mr Tong Zhiwu, Deputy Speaker of the Provincial
People’s Council. Discussions covered future areas of cooperation and economic issues.

**

***
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ANNEX II

DRAFT AGENDA

37th EP/China Interparliamentary Meeting

22 July 2015

Beijing

Part I China-EU relationship (extended opening remarks)
 Bilateral ties
 40th anniversary of the establishment of the relationship
 Interparliamentary exchange and "Report on EU-China Relations"

Part II Development strategies of both sides and pragmatic cooperation
 "One Belt One Road"
 Asian Infrastructure Investment Bank
 European Investment Plan
 Comprehensive investment agreement negotiation
 Market economy status of China
 Joint feasibility study of China-EU Free Trade Zone

Part III Pending legislative developments

 Law-related issues
 Hong Kong/Macao electoral reform:
 Human rights cases/rule of law:

Part IV Sustainable development
 Climate change
 Use of digital technology to move to greener economy
 Economic transformation
 Urbanization
 Challenges of aging population
 Impact of debt crisis in Greece upon European integration
 Impact of Chinese stock market situation and regulation on global economy
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ANNEX III

Delegation for Relations with the People's Republic of China
37th EU/China Interparliamentary Meeting

Beijing & Shenyang
20-24 July 2015Official list of Participants

Members of the Delegation (9)

Name Surname Political
Group,

Country
Mr Jo LEINEN, Chairman

 Delegation for Relations with the People's Republic
of China, Chairman

 Conference of Delegation Chairs, Member
 Committee on Constitutional Affairs, Member

S&D
Germany

Mr Reinhard BUTIKOFER, 1st Vice-Chair
 Delegation for Relations with the People's

Republic of China, 1st Vice-Chair
 Committee on Industry, Research and Energy,

Member
 Delegation for Relations with the United

States, Member

Verts/ALE
Germany

Mr Frank ENGEL, 2nd Vice-Chair
 Delegation for Relations with the People's

Republic of China, 2nd Vice-Chair
 Committee on Civil Liberties, Justice and Home

Affairs, Member
 Special Committee on Tax Rulings and Other

Measures Similar in nature or Effect, Member

EPP
Luxembourg

Mrs Ingeborg GRÄSSLE
 Delegation for Relations with the People's

Republic of China, Member
 Committee on Budgetary Control; Chair
 Conference of Committee Chairs, Member
 Committee on Budgets, Member

EPP
Germany

Mr Wim VAN DE CAMP
 Delegation for Relations with the People's

Republic of China, Member
 Committee on Transport and Tourism, Member

EPP
Netherlands

Mrs Maria Joao RODRIGUES
 Delegation for Relations with the People's

Republic of China, Member

S&D
Portugal
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 Committee on Employment and Social Affairs,
Member

Mr Hans-Olaf HENKEL
 Delegation for Relations with the People's

Republic of China, Member
 Committee on Industry, Research and Energy,

Vice-Chair
 Subcommittee on Human Rights, Member

ECR
Vice-Chair
Germany

Mr Helmut SCHOLZ
 Delegation for Relations with the People's

Republic of China, Member
 Committee on Employment and Social Affairs,

Member

GUE/ALE
Germany

Mr Nicola CAPUTO
 Delegation for Relations with the People's

Republic of China, Substitute Member
 Committee on Agriculture and Rural

Development, Member
 Delegation for Relations with the United States,

Member

S&D
Italy

Delegation Secretariat (3)

Ms Stephanie MITCHELL, Administrator

Mr Roberto BENDINI, Administrator
Ms Maria (Nekane) AZPIRI LEJARDI, Administrative Assistant

Political Groups (4)

Mr Michael HAHN EPP Political Group advisor
Mr Ciprian MATEI S&D Political Group advisor
Ms Chiara MIGLIOLI Verts/ALE Political Group Advisor
Mr Ondrej MADR GUE/NGL Political Group advisor

Interpreters (4)

Mr Alasdair THOMSON A. Team leader (EN/DE/ES/FI/FR/IT/NL)
Ms Johanna Eleanor MCCALMONT (EN/DE/FR/IT/NL)
Mrs Yun SUI Y (ZH/EN)
Mrs Lijun WANG L (ZH/EN)
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ANNEX: IV
37th EU/China Interparliamentary Meeting

Beijing & Shenyang, Liaoning Province (China), 20-24 July 2015

FINAL PROGRAMME

Monday, 20 July 2015 departure Europe/ arrival Beijing
Individual arrivals of Members in Beijing
Transfer to: Raffles Beijing Hotel (莱弗士北京饭店)

33 East Chang An Avenue (北京东长安街33号)
Beijing 100004
tel. + 86 10 6526 3388

13.30 Departure to the EU Delegation
Venue: Galileo Room, EU Delegation, South Wing
15 Dongzhimenwai Daijie, Chaoyang District, Beijing
fax + 86 10 8500 4380

14.00-15.45 Briefing by the EU Delegation
Venue: Galileo Room, EU Delegation, South Wing
15 Dongzhimenwai Daijie, Chaoyang District, Beijing

15.45-17.05 Meeting with EU Chamber of Commerce
Venue: Galileo Room, EU Delegation

17.10-18.05 Meeting with European journalists
Venue: Galileo Room, EU Delegation

18.05 Departure from EU Delegation
Cultural event organised by the EU Delegation followed by dinner
Venue: 798 Art District
Gate No 2, 798 Factory, Jiu Xian Qiao Road, Chaoyang District

20.30-21.30 Working dinner
Venue: Restaurant Time Zone 8 No 4 Jiu Xian Qiao Road, Chaoyang
District

21.35-22.35 Departure/arrival hotel
Tuesday, 21 July 2015 Beijing
07.50-8.25 Departure from hotel to National Development and Reform Commission,

China Urban Development Centre
08.30-09.40 Meeting Mr. LI Tie, Chair of the Centre
09.45-10.10 Departure to Ministry of Foreign Affairs

Venue: Ministry of Foreign Affairs
10.15-11.20 Meeting with Mr. WANG Chao, Vice-Minister of MFA
11.25-12.15 Departure from MFA to hotel

Lunch time (own arrangements)
15.45-15.55 Departure from hotel to the Great Hall of the People

Venue: National People's Congress of the PRC
16.00-18.00 37th EP-China Interparliamentary Meeting

National People's Congress
Venue: the Great Hall of the People

18.00-18.30 Meeting with Vice-President of the NPC, Mrs SHEN Yueyue
18.30-19.15 Continuation of the 37th EU-China IPM

Venue: Great Hall of the People
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19.25-21.00 Welcome banquet hosted by Mr Wang Xiaochu, Vice-Chair of the Foreign
Affairs Committee of NPC and Chairman of China Europe Parliamentary
Relations Group
Venue: NPC –the Great Hall of the People
21.00-21.30 Return to the Hotel

Wednesday, 22 July 2015 Beijing/Shenyang
07.00 Check-out from hotel with luggage
(8.00 Pick-up luggage to be checked in + passports)
08.15 Departure to Lufthansa Centre

Liangmaqiaolu 50
09.00-10.30 Meeting with IPR Business Advisor Reinout van Malenstein

Venue: European Chamber of Commerce in China, Lufthansa Centre,
Liangmaqiaolu 50 - Office C-412

10.30-12.00 Presentation and Q&A on "Land Policy, Municipal Finance, and Urban
Housing Problems in China" by:
Professor Dr Liu Zhi, Director
Peking University-Lincoln Institute, Center for Urban Development and
Land Policy
Venue: European Chamber of Commerce in China, Lufthansa Centre,
Liangmaqiaolu 50 - Office C-412

12.00-13.25 Lunch time (own arrangements)
13.40 Departure to the airport

Venue: Lobby of the Kempinski Hotel, Lufthansa Centre
14.55 Departure to Shenyang
(delayed) Flight CZ6102
19.40-20.20 Arrival in Shenyang (Liaoning Province) and transfer to:

Shangri-La Hotel Shenyang
115 Qingnian Avenue, Shen He
110016 Shenyang (Province of Liaoning)

20.45-22.30 Working dinner with the EU Consuls in Shenyang and representatives of
the EU Chamber of Commerce
Venue: Shangri-La Hotel Shenyang

Thursday, 23 July 2015 Shenyang/Europe
08.50 Departure to Siasun Robot Automation Company
09.30-10.30 Visit the Robotics Centre and the BMW/Brilliance Automotive joint

venture
Venue: Dagong Plant, Shenyang

10.30-11.25 Departure to BMW
11.30-12.30 BMW presentation and Factory tour
12.30-13.00 Departure to the hotel

Lunch time (own arrangements)
14.00 Departure to the People's Congress of Liaoning Province

Venue: People's Congress of Liaoning Province
14-30-17.00 Meeting with the People's Congress of Liaoning Province and Q & A
17.00-17.15 Visit of the People's Congress conference room
17.15-18-00 Meeting with Deputy Speaker of the People's Congress of the Liaoning

Province, Mr Tong Zhiwu
18.00-18.05 Official picture taken
18.10-19.40 Official dinner hosted by Mr Tong Zhiwu, Deputy Speaker of the People's

Congress of Liaoning Province
19.45-20.00 Departure to the hotel
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Individual departures for return flights to Europe or further travel
Friday, 24 July 2015 Shenyang/Europe
Individual departures for return flights to Europe or further travel




