\/

)/ WORLD TRADE WT/TPR/S/377/Rev.1
/ ORGANIZATION

~—,

6 March 2019

(19-1304 ) Page: 1/175

Trade Policy Review Body

TRADE POLICY REVIEW

REPORT BY THE SECRETARIAT

SEPARATE CUSTOMS TERRITORY OF TAIWAN , PENGHU, KINMEN AND MATSU

Revision

This report, prepared for the fourth Trade Policy Review of the Separate Customs Territory of Taiwan,
Penghu, Kinmen and Matsu, has been drawn up by the WTO Secretariat on its own responsibility.

The Secretariat has, as required by the Agreement establishi ng the Trade Policy Review Mechanism
(Annex 3 of the Marrakesh Agreement Establishing the World Trade Organization), sought
clarification from  the Separate Customs Territory of Ta iwan, Penghu, Kinmen and Matsu on its trade

policies and practices.

Any tech nical questions arising from this report may be address ed to Mr Sergios Stamnas
(tel: 022/739 5382) and Ms Katie Waters (tel: 022/739 5067).

Document WT/TPR/G/377 contains the policy statement submitted by the Separate Customs
Territory of Taiwan, Penghu, Kinmen and Matsu.

Note: This report was drafted in English.



WT/TPR/S/377 /[Rev.1 A Separate Cust oms

Territory noeahdMatsui wan,

-2
CONTENTS
SUMMARY i et eeeeeae e aareeeee e 9
1 ECONOMIC ENVIRONMEN T i s e 14
1.1 Main Features of the ECONOMY oo vttt sree e eeeesaeeeesaaea e 14
1.2 Recent ECONOmiC DEVEIOPMENTS oo e eeeee e 16
1.2.1 Growth, income, and employment s e v 16
1.2.2 PrICES wiiciiiiiiciiciiciitiiies et s eeaeeseee e 18
1.2.3 Main macroeconomic policy deVElOpMENIS .o e .19
1.2.3.1 Monetary and exchange rate PoOliCY oo cciviies e reeeas 19
1.2.3.2  FiSCAl PONCY eoviciiiiiiiiiiiiiiiiiiis et e eeeneeaes 20
1.2.4  Structural POIICIES  eieviiiiiiiiirieiiiie v eereeene e e 20
1241 TaXreforM i e e eeseeenns 20
1.2.4.2  PrivatiZatiOn ..o s e e 21
1.2.4.3 Competition POIICY  oiviiieiiiiciicviieriiiis e e .21
1.2.4.4 Labour market POlICIES .o e e 21
1.2.5 Balance of PAYMENLS  .ooiiciiiiiiiiiiiiiiieiiieiie e eeereeenee e .22
1.3 Developments in Trade and INVESIMENt ..o e e 23
1.3.1 Trends and patterns in merchandise trade and services trade ... e 23
1.3.2 Trends and patterns in inbound direct investment . s 26
2 TRADE AND INVESTMEN TREGIME i e v 29
2.1 General Framework ..o e e s 29
2.2 Trade Policy Formulation and ObJECIVES .o e e 30
2.3 Trade Agreements and Arrangements .o e eeeenaeeeas 33
2.3 1 WTO it ettt e aeeeaaeeeeeeae e 33
2.3.2 Regional an d preferential agreements ... s e 34
2.3.2.1 Regional trade agreements (RTAS) oo et e 34
2.3.2.2 Preferential trade agreemMeNntS i e e 36
2.3.3 Other agreements and arrangementS  ..ooiiiiiiiiieiiiieins e aeeeeeens 36
2.3.3. 1 APEC it et e arneeeeeeeeea e 36
2.4 Investment REQIME i e e e e 36
2.4.1 General INVESIMENL FEQIME .oiiiiiiiiiiieriieriies e reenee e 36
2.4.2 BUSINESS ENVIFONMENT  oooiiiiiiiiiiiceiiieiis evevenee e e enees aeeesseeeseeeseeeseeennees 38
3 TRADE POLICIES AND PRACTICES BY MEASURE .o e 41
3.1 Measures Directly Affecting IMpOrtS oo e e 41
3.1.1 Customs procedures, valuation, and reqUIrEMENLS .. e 41
3.1.1.1  CUuStOMS PrOCEAUINES  ovviiiiiiiiieiiceiiieiiies eveeeieee e sne e es abeeesieeesieeenireeneeennees 41
3.1.1.2  CuStomMS VAIUALION  oiiiiiiiiiiiiciiiiens e e s .45
3.1.2 RUIES OF OFiQIN  oiviiiiiiiiiiciiiiiis i e eenieenes 45
313 TAlfS oo s v e 46
3.1.3.1  General fEAtUrES  ...ooociiviiiiiiiiieiiiis e eeeee e .. 46

Pengh



WT/TPR/S/377 /[Rev.1 A Separate Cust oms

Territory noeahdMatsui wan,

-3-

3.1.3.2  Applied MENTariffS oot s e A7
3.1.3.3 MFN tariff dispersion and escalation ... s e 49
3.1.34 MFENtarff DINAINGS oo e e .49
3.1.35  Tariff -rate qQUOLAS ...ocovciiiiiiiiiciiiiieiit e e s .. 50
3.1.3.6  Tariff preferenCes ...t e .51
3.1.3.7 Duty cONCeSSIONS/EXEMPLIONS  cooiiiiiiieeiiciiieciieeiis eeeerie e e e eerrere e s 51
3.1.4 Other charges affecting imMpPOrtS  .cooiiiiiiiiciccriiis e eerrere e 52
3.1.5 Import prohibitions, restrictions, and liCENSING s e 52
3.1.5.1 Import prohibitioNS oo e e 53
3.1.5.2 IMPOrtliCENSING  cooviiiiiiiiiiiiniis e e e 53
3.1.6 Anti -dumping, countervailing, and safeguard Measures . e 54
3.1.6.1 Anti-dumping and countervailing ..o e e 54
3.1.6.2  SAfeQUArAS ...t s e eeeneens 55
3.2 Measures Directly Affecting EXPOIS oo et e 56
3.2.1 Customs procedures and reqUIrEMENtS oo e e 56
3.2.2 Taxes, charges, and [EVIES ..o s e 56
3.2.3 Export prohibitions, restrictions, and liCENSING .o e 56
3.2.3.1  EXport prohibitioNS oot e eeree e .56
3.2.3.2  EXPOrtliCENSING  ocieiiiiiiiiiiciiiiviis et e e 56
3.2.4 Export support and PromotiON oo e eesee e 57
3.2.4.1 Duty and taX CONCESSIONS  .oocccviiiiiiieiiiiieeiiiies eteeeesiree e e e e siireesas eeaesnieeeeaaeeeesaees 57
3.2.4.2 Free-trade eXPOrt ZONES  ..occcciiieiiiiiieeiiieiis e eeeee e 58
3.2.4.3 Other means of PromotiON oo e e 59
3.2.5 Export finance, insurance, and guarant€es oo e ..59
3.3 Measures Affecting Production and Trade —  ...iiiiiiiiiiiiiis e e 60
3.3 1 INCENLVES oot et e aeneesnee 60
3.3.1. 1 TAXAUON coiiiiiciiiiciiic i s e aeeseee e 60
33111 FEAMUMES ..oooiiciiiiiiiiiiiiiiiiies s e e 60
3.3.1.1.2  INdIireCt tax@tiOn  ocociiiiiiiiirieiiens e e e .60
3.3.1.1.3  DIreCttaXxatiOn  ...ococceviiiiiiiiiiciiiis e eeeee e .. 62
3.3.1.2 ProducCtion @SSISTANCE  ..cccciiiiiiiiiiiiiiiiiiis e e 63
3.3.1.2.1 Small and -medium -Sized enterpriSES ...ccocvviiiiiiieiiiiiieete e e 63
3.3.1.2.2 Research and development ... e e 63
3.3.1.2.3  DeSIgNAtEd ZONES  ..oociviiiiiiiiiiiieiiieies et eereene e 64
3.3.1.2.4  Sector -SPeCifiC SUPPOIT oo et eeeeaeee e 64
3.3.1.2.5  Other asSiStAnCe ......ccccciiiiiiiiiiiiiiins e e .66
3.3.2 Standards and other technical requirements s e 66
3.3.2.1 Standards, testing, and certification .. e 66
3.3.2.1.1 Voluntary, compulsory and aligned standards ... e 67
3.3.2.1.2  TrANSPAIENCY ..oeeeeiiiiiiiiiiiieeeiiiiiiis tvviieeeeae e s asiiirer e e e e e s ans aeaeeeanieeeeee e e aninneees eees 71

Pengh



WT/TPR/S/377 /Rev.1 A Separate Cust

0o ms

Territory noeahdMatsui wan,

3.3.2.2 Marking, and [abelling ..o s e 71
3.3.3 Sanitary and phytosanitary MEASUIES .cccccovciieiiiiiceiiiiieiee eeeeree e aeraeaea 72
3.3.3.1 Food standards -setting framework ..o e e 72
3.3.3.2 Quarantine regulationS ..ot e aerreee e s 75
3.3.3.3  TranSPArENCY  ..eeeieiieiiiiiiiiiiiiieeeeniiie eeeeeriiree e rrrreees eeeeaee e a e aeaeaes 76
3.3.4 Competition policy and price CONtrolS  .oioiiiiiiiieviiis e avreaea 77
3.3.4.1 Competition POIICY oo e e 77
3.3.4.2  PrICE CONMIOIS i e e e 79
3.3.4.3  CoNSUMEr ProtECLION  .iiiiiiiiiiiiiiiie i iiiis eevceeevser e e snieees eee s e 80
3.3.5 State trading, state -owned enterprises, and privatization = ... s 80
3.3.6  GOVErnment ProCUrEMENT  ..ooiiiiiiiiiiiiiiieriiieeiies eeeriee e s e e siiees abeeeeaneeeeanreee e 82
3.3.7 Intellectual property rightS oo e e 87
3.3.7.1  Industrial Property oo e e e .88
3.3.7.1.1 Patents and utility Models ..o e eeeee e 88
3.3.7.1.2  TrademarkS ..o e e e 90
3.3.7.1.3 Geographical iINdiCAtIONS  ..occciviiiiiiiiiiiiiieiis s e 91
3.3.7.14  Plant VarietieS ..o e e e 91
3.3.7.1.5 Layout designs of integrated circuits (topographies) . e 92
3.3.7.1.6  Trade SECIELS ..ccccevciiiiiiiiiiciiieiies et eenee e aaees 92
3.3.7.2 Copyrightand related rightS .o e e 92
3.3.7.3  ENfOrCEMENT ..ot i e aeseeees 94
3.3.7.3. 1 DoOmestic enfOrCEMENT  .ooiiiiiiciiiiiiie et e 95
3.3.7.3.2 Enforcement by CUSIOMS .o et eeee e 95
3.3.7.3.3  JudiCial @CHON  cviviiiiciiiiiiiiii e e e 96
4 TRADE POLICIES BY S ECTOR .oiiiiiiiiiiiiiiiiiiiiiiiies eevvvviiiiiiniiiininee e e eeeeeranaae e e s e 98
4.1 Agriculture, Forestry, and FIShEries it e eeeneeees 98
411 AQFCUIUIE i et reenie eeeree e ee aeneeeaeeans 99
4.1.1.1 Characteristics and policy obJectives ... e 99
4.1.1.2 Legislative frameWwork ..o e e 101
4.1.1.3  Production and trade  ......ccccciiiiiiiiiiiiis e e 101
4.1.1.4  Trade MEASUIES ..ccceeviiieiiiiiiieiiiieiiee eeveee st e s nneesies eareesseesre e s neneas .. 102
4.1, 141 TarliffS oo e rees aeeee e 102
4.1.1.42 Tariff QUOAS  ccceiiiiiiiciiiiriiis e e s 103
4.1.1.4.3 Special safeguard MEASUrES ..o e e 103
4.1.1.4.4 State tradiNg  ..coocciiiiiiiiiiiiiieiiis s eeee e e e .. 104
4.1.1.45 Export promotion, restriction and prohibition . 104
4.1.1.5 DOmestiC SUPPOIt MEASUIES .ooiiiciiiieeiiiieeiiiieesiies eevvieeesniee e s sine e e snieees eeeesseeeeaanes 105
4.1.1.5.1  Notified SUPPOITIEVEIS oo e e 105
4.1.1.5.2 Selected incentives and SUPPOIT  oiiiiiiiiiiiiiiiriiiieies e aeeeeeas 105
4.1.1.5.2.1 Price support T guaranteed PUrChasesS ......cccocccciiiiieiiiiies e 105

Pengh



WT/TPR/S/377 /[Rev.1 A Separate Cust oms

Territory noeahdMatsui wan,

-5-
4.1.1.5.2.2 Fertilizer SUDSIAIES  ..oooiiiiiiiciiiiiiiie s e 106
4.1.1.5.2.3 INterest SUDSIAY  .occociiiiiiiciiciiiciiiiies e eeeeriee e 106
4.1.1.5.2.4 InSUranCe SUDSIAIES oo e e 106
4.1.1.5.2.5 Disaster relief programmes  ...ccciieiiiiiiiiiiiis e e e e 107
4.1.1.5.2.6  Support for Diversified Crops programme ..o e 107
4,1.1.5.2.7 Small Landlords, Big Tenants POlICY .o e .. 107
4,1.1.5.2.8 Support to discontinue tobacco production s e 107
4.1.1.52.9  Oher oot e e eeeeeeeeas 108
O 0 =] 1 Y PP 108
4.1.3 FiSNEMES .ooiciiiiiiiiiciiiiiie s e e 109
4.1.3.1  OVEIVIEW oiiiiiiiiiiiiciieiieiis ettt eeneee e e 109
4.1.3.2 Legal and institutional framework .. e eerees 109
4.1.3.3  Production and trade  ......cccccviiiiiiiiiiiis e e 110
4.1.3.4  Trade MEASUIES ...ccccccvriiriiciieiiiiiines teerenee e ns aereare e 111
4.1. 3.5 Export promotion, restrictions and prohibitions .. e 111
4.1.3.6 Subsidies and other public SECtOr SUPPOIt i e 112
4.2 Mining and ENEIGY .o e e e 112
S R |V 11 11 T PSSR 112
4.2.2 ENEIGY oot et eeneree e s reeeeaareeenane 113
4221  OVEIVIEW oiiiiiiiiiiiiiieiiieniis eveeree st seesiees aeeesree e aeeeseeens 113
4.2.2.2 ElECHICIY .ooviiciiiiiiiiiiiiiiiiiis et e eeeeaeeeeas 115
4.2.2.3 Hydrocarbons and natural gas ..o e e 117
4.3 ManufaCturiNg oo e eeeeeee e aaneeeeaas 119
431 OVEIVIEW it eeeeeee e niees aeeeenee e areeseee e 119
4.3.2 Production and trade  .......cccciiiiiiiiiiiiis e e 120
4.3.3  Trade MEASUIES ..occeiiieiiiiriiciiieniis eeveeeee e aees e e e 120
4.3.4 INCENLVES oot e e eeaeee e 121
4.4 SEIVICES .ooiciiiiciiiiiiiiiiiiiieiiie s e aaeeeneeeseens 121
A A1 OVEIVIEW ociiiiiiiiiieiic s avtesee e niees aeeeenee e areeseee s 121
4.4.2 FiNANCIal SEIVICES ..iciciiiiiiiiiiiiiiiiiiiis et eereene e . 122
4.4.2.1 Banking and fiNANCE ... e e 123
44211 Institutional and legislative framework s .123
4.4.2.1.2 MAIKEL ACCESS .oooviviiiiiiiiiiiieniieiies v s ereesee e . 124
4.4.2.1.3 Prudential regulations and capital adequacy requirements .. e 124
4.4.2.2  SECUMIES oovveviiiciciiiciiieiiis e niee e e areeeneeeas 125
4.4.2.3  INSUMANCE  coovciiiiiiiiieciciieeeiiies eeee st e nrene s eeeenee e aeneeeena 127
4.4.2.3.1 Institutional and legislative framework s .128
4.4.2.3.2  MAIKEL ACCESS  .iiiiiiiiiiiiiiiiieiiiiiies et eree e .. 128
4.4.3 TelecommuniCationSs SEIVICES  .oocviciviiieiiiiiiiiiiies eeveeesee e erreeeneeenneens 129
444 TranSPOrt SEIVICES  .oocccceeiiiiieiiiiieeiiiiees trteeeasiiee e s e e sneeeess eeeaaseeeeeaaeeeeeaeeeaeanes .. 132

Pengh



WT/TPR/S/377 /[Rev.1 A Separate Customs Territory nafdMitsui wan,

-6 -
4441 Maritime tranSPOIt oo e aeeeaee e 132
S N | 1 - 1] o1 ] PP OPPR 133
9 3 e T o Y= o I (= g 1= o o OSSO ... 134
4.4.4.4 RaltranSport ..o e e ——— s 134
445 TOUMSM SEIVICES iivciiiiieiiieniieiiies e evesee e e 135
5 APPENDIX TABLES .ot ettt niiee e e eeee e ... 138
CHARTS
Chart 1.1 Product composition of merchandise trade, 2013 and 2017 e e 24
Chart 1.2 Direction of merchandise trade, 2013 and 2017 .o e 25
Chart 3.1 Average applied MFN and bound tariff rates, by HS section, 2013 and 2018 ... 48
Chart 3.2 Distribution of MFN applied tariff rates, 2013 and 2018 e e 48
Chart 3.3 Tariff escalation by two -digit ISIC industry, 2013 and 2018 ... e 49
Chart 4.1 Total energy supply, 2017 e e e 114
Chart 4.2 Interest rate spread, January 2008 -0ctober 2017 i e 125
Chart 4.3 Fixed and mobile operators, market share, December 2017 ..o e 131
TABLES

Table 1.1 Selected macroeconomic indicators, 2013 SAT e e ——— 15
Table 1.2 Basic economic indicators, 2013 “AT e errrrr————————— aaaaaaas 17
Table 1.3 Balance of payments, 2013 S LT s e 22
Table 1.4 Trade in services, 2013 ST s e e 26
Table 1.5 Inbound and outbound flows of direct investment, by activity, 2014 -17

(APProVal DASIS ) cccvviiiiiiiiiiiiiiiciiiis e e eeseeeaee e 27
Table 1.6 Inbound and outbound flows of direct investment, by source and destination, 2014 -17
(APProval DASIS) i s eeeeaieeee e 27
Table 2.1 Principal trade  -related laws, January 2018 ..o e 32
Table 2.2 WTO dispute settlement cases involving Chinese Taipei, January 2014 -January 2018 ... 34
Table 3.1 Structure of the tariff schedule, 2013 and 2018 e e 47
Table 3.2 Summary analysis of the preferential tariff, 2017 s 51
Table 3.3 Prior approval requirement forimport licenses, 2018 ... e 53
Table 3.4 Tax refunds on incoming inputs for export manufactures, 2014 17 58
Table 3.5 Structure of direct and indirect tax revenue, 2013 R 60
Table 3.6 Competition policy enforcement statistics, 2012 e PR 78
Table 3.7 Price -stabiliz ation MEASUIES  ....ccccccvviiiiiiiiiiiiies e aevrreneee s 80
Table 3.8 Indicative list of state -owned enterprises, 2018 ... e 81
Table 3.9 Procurement by origin, 2014 E PSP 83
Table 3.10 Procurement share by type of procedure, 2014 SLT e 84
Table 3.11 Patents applied for and granted, 2012 S LT s e 90
Table 3.12 Trademarks and related data, 2012 AT e e ———— .90

Pengh



WT/TPR/S/377 /[Rev.1 A Separate Customs Territory nafdMitsui wan,

-7 -
Table 3.13 IPR enforcement by Customs, 2014 ST s e .96
Table 3.14 IPR enforcement within the market, 2012 SLT s e 97
Table 4.1 Value of agriculture, forestry and fisheries production, 2012 S16 e .98
Table 4.2 Budgetary outlay s for agriculture, forestry, and fisheries by type of expenditure,

2015 =17 oot e eeeeeee e aeaeeeeaaes e s 98
Table 4.3 Agricultural land, 2012 i L T OO PRUPPR 99
Table 4.4 New Agricultural Policy 0bjectives i e eaee 100
Table 4.5 Value of agricultural production, 2012 S16 e 101
Table 4.6 Special safegu  ard measures invoked, 2014 =17 ..o e 103
Table 4.7 Arrangements for rice, 2015 ANA 2016 oo e .104
Table 4.8 Guaranteed purchases Of FiCE oiiiiiiiiiiiiiriiis e eereee e 106
Table 4.9 Fishery production 2013 S1B e e e 111
Table 4.10 Fishery production, consumption and trade, 2012 R P 111
Table 4.11 Subsidies to the fishing sector, 2013 “AB e e ——————— 112
Table 4.12 VVolume and value of mining production, 2014 S2017 e e 113
Table 4.13 Renewable energy incentives, 2018 i e . 117
Table 4.14 Production volume and exports of petr oleum products, 2014  -16 ....ccccoeeiiieriieennenne 117
Table 4.15 Industrial production value, 2014 S AT e e ——————— .. 120
Table 4.16 Banking indicators, 2014 R O UPUPON 123
Table 4.17 Performance of the securities sector, 2014 SLT s e 125
Table 4.18 Performance of the insurance sector, 2014 A 127
Table 4.19 Telecommunications market, 20 13-May 2017 e e 129
Table 4.20 Air transport of passengers and cargo, 2012 SLT s e 133

BOXES
Box 2.1 Investment framework, January 2018 s e aeeeee 38
APPENDIX TABLES

Table Al1.1 Merchandise exports, by group of products, 2013 S17 e, 138
Table A1.2 Merchandise imports, by group of products, 2013 S17 s e 140
Table A1.3 Merchandise exports, by destination, 2013 ST e e 142
Table Al.4 Merchandise imports, by o Mgin, 2013 =17 .o e 143
Table A2.1 Chinese Taipei's notifications to the WTO, January 2014 to January 2018 .....ccceeee. 144
Table A2.2 Summary features of RTAs in force, January 2018 s e 148
Table A2.3 Imports from LDCs under PTAs, 2014 S20017 e s 150
Table A2.4 Investment prohibitions and restrictions, 2018 s e 153
Table A3.1 MFN applied tariff summary, 2018 .o e e 155

Pengh



WT/TPR/S/377 /[Rev.1 A Separate Customs Territory nafdMitsui wan,

-8 -
Table A3.2 Non -ad valorem applied tariffs and their respective ad valorem equivalents ............ 156
Table A3.3 Tariff -rate quotas and utilization, 2012 S2018 o e 159
Table A3.4 Prohibited exports, July 2017 i e e 160
Table A3.5 Export permits, May 2018 ..o e eeear e 161
Table A3.6 Goods subject to commodity tax, 2018 . e 162
Table A3.7 Main production assistance measures, 2014 S1T s e 164
Table A3.8 CNS and their equivalence with international standards, end =2017 i, 173
Table A3.9 Legal instruments on competition, 2018 .. e 174
Table A4.1 Domestic  support to agriculture and livestock, 2009 “12 e 175

Pengh



WT/TPR/S/377 /[Rev.1 A Separate Customs Territory nafdMitsui wan,

-9-

SUMMARY

1. Since its previous Trade Policy Review in 2014 , the Separate Customs Territory of Taiwan,
Penghu, Kinmen and Matsu's (Chinese Taipei) relatively strong fundamentals and well developed

outward -looking economy have helped maintain macro -financial stability and ensure the resilience

of its export -led eco nomy. During the review period, annual GDP growth ranged from 0.8% (2015)

to 4% (2014), and its annual average rate for the period 2014 -17 stood at 2.3%, a major slowdown
compared to previous performance (averaging 4.3% over 2002 -13). Monetary and fiscal s timulus
measures are being used to spur economic recovery. Despite some innovation - and labour -related
concerns, Chinese Taipei has maintained its position among the world's most competitive economies,

with among the highest living standards, while registe ring a slight decline in income inequality.
Weaknesses in some areas are being addressed via ongoing reforms. Whereas inflation evolved

cyclically (0.6% in 2017), the unemployment rate dropped progressively (3.8% in 2017).

2. During the review period, trade a nd trade -related structural reforms (e.g. in the areas of trade
facilitation, taxation, competition policy and intellectual property rights) were undertaken. Following

a slowdown in 2015, both labour and total factor productivity increased in 2016 -17 large ly dueto a
rise in total production accompanied by a decrease in the number of working hours, thereby

improving Chinese Taipei's international competitiveness. Since 2014, a loose monetary policy,

involving four policy rate cuts from 1.875% to 1.375%, has provided a monetary stimulus to growth

and helped to build a stable financial environment.

3. Chinese Taipei's managed floating exchange rate regime has allowed for exchange rate

flexibility and foreign exchange intervention, thus helping to diminish or pr event speculative attacks.
During most of the review period, the nominal exchange rate depreciated (except in 2017) i asdid
the real effective exchange rate, partly due to the strengthening of the US dollar. The current account

registered a larger overall surplus, averaging 13.5% of GDP in the period 2014 -17 compared to
8.6% over the period 2010 -13, inter alia , reflecting weak internal demand and falling global oil

prices. Foreign exchange reserves have increased steadily mainly due to their management ret urns.

Gross external debt decreased from 33.5% of GDP in 2014 to 32.5% in 2016.

4, The openness of the Chinese Taipei economy to international trade, and its integration into

the world economy and global value chains continued to be reflected by the steadily high ratio of its
trade (exports plus imports) in goods and services to GDP. This stood at 117.7% in 2017, though

lower than in 2014 partly due to weaker global demand. International trade and inbound direct

investment trends reflect the continuous import ance of Asia -Pacific as Chinese Taipei's main market
and supplier , with China, Japan, the United States and the European Union remaining its major
individual trading partners, whereas its main inbound direct investment partners were: the

European Union; Ho ng Kong, China; and Japan. Chinese Taipei continues to encourage investment,

through incentives and facilitation measures , in order to provide a new engine for economic growth.

In 2018, Chinese Taipei's negative list containing investment prohibitions and restrictions was
amended to allow overseas investment in ship leasing services and the cultivation of certain crops.
Consideration is being given to remov ing a pre -investment screening review requirement and
replacing it with a post  -investment registration mechanism.

5. Since 2014, the overall structure and functions of the executive, legislature and judiciary of
Chinese Taipei have remained broadly unchanged . However, a restructuring and streamlining of the
executive branch has been ongoing with a view to increasing its flexibility and effectiveness; this

has included the creation of a development council responsible for planning and supervising
development policies. In addition to Chinese Taipei's development plan for the period 2017 -2020,
key economic str ategies being implemented to drive innovation, promote regional cooperation and

meet long -term infrastructural needs are respectively: the 5+2 Industrial Innovation Plan, the New

Southbound Policy and the Forward -Looking Infrastructure Development Programm e.

6. Chinese Taipei's trade policy continues to be based on the premise that trade openness, global

and regional connectivity, economic growth and performance, living standards and innovation are

strongly linked. It continues to pursue a combined unilateral, bilateral, regional and multilateral
approach to trade policy. Chinese Taipei currently has RTAs in force with nine economies; those

entering into force during this review period were RT As with Singapore and New Zealand, covering
goods and services,anda  cooperation agreement with Paraguay. It continues to offer non -reciprocal
preferences to all least -developed countries. Since 2014, it participated as a complainant in three

new WTO dispute settlement cases and reserved its third party rights in 22 cases.

Pengh



WT/TPR/S/377 /[Rev.1 A Separate Customs Territory nafdMitsui wan,

- 10 -
7. Chinese Taipei has maintained a strong record of notifications to the WTO, although an
up-to-date notification on domestic support to agriculture is pending. New measures have been
taken to foster greater public participation in, and transparency of, pol icy formulation through the

establishment of an online public policy platform and the introduction of deadlines for responses by

the public sector to stakeholder comments. Efforts to improve the business environment, which is
already highly ranked accordin g to World Bank indicators, include enacted or planned legal reforms
to: relax restrictions on the recruitment of overseas professionals; support SMEs; and create a
friendlier environment for start -ups and entrepreneurs.

8. The general thrust of Chinese Taip ei's trade policy has remained relatively unchanged during

the period under review. The tariff remains one of the main trade policy instruments and a significant

source of tax revenue (5.2% of total tax revenue in 2016). Although over 98% of tariff lines a re
ad valorem , and therefore transparent, the tariff involves a multiplicity of rates (92 ad valorem
duties, 42 alternate duties, and 16 specific duties), the same as in 2013 but differently allocated. As

a result of a reduction of average ad valorem equiv alent (AVESs) rates, the implementation of the
expansion of the Information Technology Agreement (ITA) and tariff nomenclature changes, the

simple average applied MFN tariff rate was slightly reduced from 7.8% in 2013 to 7.2% in 2018.

Tariff protection vari  es substantially across and within sectors averaging 17.8% for agricultural

products and 5.1% for industrial goods in 2018 (WTO definitions). Peak tariff rates continue to apply

to agriculture and range from zero to 1,059.6% (betel nuts); as in 2013, the m ajority of rates
(81.2%) are at 10% or below. Under its multilateral agricultural market -access commitments,
Chinese Taipei applies tariff -rate quotas (TRQs) whose high out -of-quota rates make, in effect,
certain imports almost prohibitive; during the revi ew period, their average fill ratio ranged from

47.1% in 2015 to 56.5% in 2016. To accelerate industrial development and accommodate domestic

supply and demand, industrial raw materials, staple goods and daily necessities continued to benefit

from tariffr eduction or exemption. All tariff rates/lines are bound and binding commitments relating

to the ITA expansion are to be fully implemented by 2021; the average gap of 0.3 percentage points

between applied and bound MFN rates suggests high predictability in the tariff. Efforts to expand
RTAs contributed to the reduction of the simple average preferential tariff rate from half to less than

a third of the MFN average applied tariff rate.

9. During the review period, Chinese Taipei's trade facilitation developments included the
ratification of the WTO Trade Facilitation Agreement (TFA) in 2015, the adoption of amendments

clarifying relevant legislation (Customs Act), the enhancement of integration of online operations

with the Customs  -Port - Trade Single Window, facil  itation in the exchange of certificates of origin, and

the introduction of expeditious customs clearance services. The customs valuation regime and its

main method used, the transaction value, have remained unchanged; an advance ruling system on

non -prefer ential rules of origin has been enforced as from 2016. In addition to other charges, a

0.04% Trade Promotion Service Fee continues to be collected on incoming and outgoing
merchandise; harbour dues for overseas routes remain 60% higher than for domestic ro utes.

10. Import prohibitions, restrictions and licensing remain in place to, inter alia , protect public
morals, human life or health as well as to enforce obligations under international agreements. The

scope of import bans rose from 70 ten -digit HS items (20 13) to 91 (2018); the coverage of import
permits increased to 131 items (126 in 2014). During the review period, the legislative framework

governing anti  -dumping and countervailing measures was revised in certain areas, and anti -dumping
action remained rel atively stable. Chinese Taipei continued to use anti -dumping provisions, mainly
against imports of carbon steel plate originating mostly in Asia; it initiated 11 anti -dumping
investigations (2013 -16) and had 19 final measures in effect as at end -2017. Alth ough no
countervailing measures have been taken so far, in April 2018 Chinese Taipei initiated a
countervailing duty investigation against certain steel products from China. Price - or volume -
triggered special safeguard (SSG) action has been taken against i mports of several agricultural
product categories.

11. Chinese Taipei continued not to levy any taxes on outgoing merchandise. During the review
period, the scope of export prohibitions was expanded; the coverage of licensing and approvals
remains relatively  important. Customs duty and internal taxes paid on incoming raw materials used

in exports continue to be refundable. Indirect tax incentives for enterprises operating in export
processing and free trade zones remained in place. Export finance, guarantees a nd credit insurance
at preferential terms have assisted manufacturers in expanding exports inter alia to the ASEAN,

South Asia, Australia, and New Zealand markets in line with the New Southbound Policy objectives.
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12. Measures involving various tax and non -tax concessions such as grants and low -interest loans
continued to support production and trade of certain agricultural, fishing, oil and gas and
manufacturing activities, as well as to inter alia encourage SMEs, R&D, science -based activities, the
reasonable operation of enterprises, private participation in infrastructure projects and regional
development. Chinese Taipei's relatively complex indirect tax structure remains unchanged and

certain tax rates were raised (e.g. non -value -added business tax, tobacco tax and profit seeking
enterprise income tax). As from 2017, overseas companies undertaking online sales of services to

local consumers have been required to register as businesses, obtain a tax identity number and file

VAT in Chinese Taipei.

13. The number of Chinese Taipei standards ha s been reduced over the review period and those
adopted in technical regulations (mandatory) stood at 2.1% (2017) of all standards; 99% of

standards remain equivalent to international ones. The regulatory framework governing SPS and
related measures was amended in several areas including quarantine. The quarantine fee for

incoming and outgoing animals, plants, wheat, barley, corn, and soy beans continues to be charged

on an ad valorem basis. A traceability label system for local agricultural products was introduced.
During the review period, Chinese Taipei was subject to three TBT -related specific trade concerns.

14. Public -sector involvement in the economy persists as privatization efforts remain widely
opposed. Public -sector partici pation continues to be spread over several activities including rice,
sugar, tobacco and liquor, petroleum, aerospace, shipbuilding, electricity, water supply, banking and

finance, engineering, and postal services. Market monopolies are retained in electri city, water supply
and postal services. Chinese Taipei is a member of the WTO Agreement on Government Procurement

(GPA), and continues to use non -GPA covered public procurement to support SMEs,
environment -friendly products, indigenous suppliers and people with disabilities; according to the
authorities, price preferences available to local suppliers for contracts not subject to GPA
commitments have never been applied. Changes were made to the main public procurement
legislation and procurement remains dece ntralized. The share of non  -local suppliers in the total value
awarded varied and peaked at 25.5% in 2017 , while their share in the number of contracts awarded
was relatively stable . In value terms, open tendering remains by far the most used procurement
method (79.6%) followed by limited tendering (14.2%).

15. The competition policy regulatory framework, which covers all activities and enterprises

(including state -owned enterprises) except those subject to sector -specific laws, has been subject
to the widest in range, largest in scale and most influential reforms since its entry into force. They
included: the Fair Trade Commission's institutional independence and ex clusive responsibility for

enforcement; the distinction of free competition issues from fair competition issues; the threshold
in the definition of monopolistic enterprises; the revision of merger regulations and investigation

rules; and the establishment of an anti -trust fund. In mid  -2015, the largest fine ever was imposed
for abuse of monopolistic status. Price monitoring and/or stabilization measures inter alia on energy
products, construction materials, bulk commodities, pharmaceuticals and telecom serv ices remain

in place. Consumers' rights were generally strengthened following amendments in the consumer
protection legislation.

16. Chinese Taipei's intellectual property rights legislation has been strengthened with
amendments in areas such as patents, trad emarks and copyrights including certain alignments with
international provisions, whereas work is under way in other areas. E -filing of patents and
trademarks has resulted in fewer complications and delays. Cooperation with certain overseas
intellectual pr operty offices was reinforced through specific agreements. Overall, Chinese Taipei's

IPR enforcement system, considered among the most efficient in the region, continued to ensure

protection to rights holders.

17.  The agriculture sector continues to account f or a small share of GDP (1.7%) and employment
(4.9%), and most food is imported. Chinese Taipei's overall target of 40% food self - sufficiency
suffered a setback in 2015 due to climatic conditions. Production of various agricultural items
remains protected by high tariffs (up to 1,059.6%), SSGs and various support mechanisms.
Mitigating and disaster relief programmes are also available. While programmes continue to
encourage crop diversification and import substitution, according to the authorities, new agri cultural
policy goals aim to create a multi -functional agricultural sector, rather than merely providing
subsidies as in the past. Chinese Taipei offers an environmental payment option to rice farmers to

encourage a movement away from price support for ric e and no longer purchases tobacco at
guaranteed prices. Assistance to increase productivity has also been available through new
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programmes to introduce new technology into the sector. Export subsidies are not provided. Key
challenges facing the sector incl ude fragmented farms and ageing farmers, low incomes in the sector
and vulnerability to natural disasters.

18. Over 60% of the surface area is forested , with reforestation efforts having gradually borne
fruit over the past decades. The vast majority of forest is publicly owned. Initiatives to combat illegal
logging and promote the utilization of locally produced timber have been taken. Public sector support
in fisheries includes grants to fishermen to reduce their fishing capacities, and insurance policy

contr ibutions. Tariffs applied to fish imports average 20.4%. There were several legislative,

regulatory and institutional developments over the review period, largely to strengthen Chinese
Taipei's framework for preventing illegal, unreported and unregulated f ishing. Farmers benefit from
free water and both farmers and fishermen are eligible for reduced -price gasoline and diesel.

19.  The mining and quarrying sector contributes a relatively small share to GDP and employment.
All mineral wealth is publicly owned, wit h exploitation being undertaken under concession
agreements. Chinese Taipei continues to import nearly 98% of its energy supply and as such remains

vulnerable to global commodity price movements. An ambitious reform programme aims, inter alia ,

to increase the share of locally  produced renewable energy in the total energy mix to 20%, to
transition to use of cleaner energy, and to end nuclear generation by 2025. A recent amendment to
the Electricity Act has liberalized the electricity sales market for electri city generated from renewable
sources for the first time. Incentives are being provided, largely through feed -in tariffs, to encourage
renewable energy generation. An electricity price formula and a price stabilization fund are aimed at

mitigating the impa  ct of price volatility in the short term. State -owned enterprises continue to play
a significant role in the sector.

20.  Manufacturing remains a pillar of Chinese Taipei's economy, accounting for around 30% of

GDP, close to 27% of employment and more than 90% of merchandise exports. The m ain exports

are electronic integrated circuits and micro assemblies and various chemical and basic metal

products. Chinese Taipei envisages its industry being characterized by cross -industry technology

integration in the futur e and supporting strategies are being put in place. Tariffs on manufactured
goods range from zero to 30%; the highest rates apply to certain large passenger and commercial

vehicles, vehicle parts and motorcycles. A wide range of general and sector -specific incentives (both

fiscal and non -fiscal) are available to businesses.

21.  The share of services in GDP and its share in total employment remained relatively stable
during the period under review, and were 60% and 59.3% respectively in 2017. Despite a
considerable decline in its service trade deficit, Chinese Taipei continues to be a net importer of
services. Public -sector participation in the banking sector remains significant. During the review
period, re gulatory reforms in banking, inter alia, have covered improving banks' liquidity risk profile,
adhering to international norms, and strengthening the framework to combat money laundering and

terrorism financing. Legal reforms have aimed, inter alia, to str engthen supervision of the insurance
sector and combat illegal activities.

22. Chinese Taipei's mobile phone and mobile broadband penetration rates remain high. There

remain limits on overseas investment in certain types of telecommunications companies. A par tially

publicly owned telecom company continues to retain a dominant position in several market
segments.

23. Public sector involvement in the transport sector remains significant; all airports are publicly
owned and managed, and Chinese Taipei retains an equ ity stake in one airline and one shipping

company. Inbound investment restrictions are in place with respect to ownership of locally registered

airlines and ships. Only locally registered ships and airlines may provide cabotage services.
Restrictions on in  bound investment in certain road transport businesses remain in place.

24.  Thetourism sector is continuing to develop rapidly. Efforts are being made to diversify markets

for overseas visitors and to improve and diversify Chinese Taipei's tourism offering. T he sector

remains open to overseas investment. New subsidy programmes have been introduced to encourage
the development of the cruise and fly -cruise segments as well as to encourage visits from overseas
incentive tour groups.
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25. Chinese Taipei'sr eal GDP is forecastto slow down before gaining momentum in the medium
run. Despite its solid fundamentals, downside risks to the economic outlook remain. Notwithstanding

its existing buffers, the economy remains vulnerable to exogenous risks such as those relating t
developments in the global economic outlook and international trade, and regional geopolitical
developments. Future prosperity and sustainable growth depend on implementing total factor
productivity -enhancing structural reforms, especially those aimed at supporting the continuing shift
of the economy from industry to services, with a greater focus on raising quality and increasing

value added within this sector. These and related reforms, including tax, privatization, labour market

and continued regulator y reforms, would increase the flexibility of the Chinese Taipei economy and

its ability to respond to growing external competition, thus enabling it to continue meeting its
economic and welfare objectives including inclusive growth and a narrower wealth di  vide.

Pengh



WT/TPR/S/377 /[Rev.1 A Separate Customs Territory nafdMitsui wan,

- 14 -

1 ECONOMIC ENVIRONMENT

1.1. Since its previous Trade Policy Review in 2014, the Separate Customs Territory of Taiwan,
Penghu, Kinmen and Matsu (Chinese Taipei) has been through a cyclical growth path, but its

relatively strong fundamentals and well developed outward -looking economy have helped maintain
macro -financial stability (Sections 1.2.1 and 1.2.3). ! Following a 2014 peak, growth bottomed out
abruptly in 2015 partly due to a slowdown in world trade and competition from emerging economies .
As from 2017 , recovery has been supported by a stimulus plan in the face of uncertainty regarding
growth developments in its two of its large st trading partners, the United States and China
(Section 1.2.1 and below). Despite some innovation - and labour -related concerns , inter alia due to
relatively stagnant wages and their shrinking share of GDP, Chinese Taipei has mainta ined its
position among the world's most competitive economies , with among the highest living standards
while registering a slight drop in income inequality; weaknesses in some areas are being addressed
via ongoing reforms (Sections 1.2.4.1, 1.2.4.3 and 1.2.4.4). 2 Whereas inflation evolved cyclically
(0.6% in 2017), the unemployment rate dropped progressively to 3.8% in 2017 (Sections 1.2.1 and

1.2.2). International trade and inbound direct investment trends reflect the continuous importance

of Asia - Pacific as Chinese Taipei's main market and supplier , with China, Japan, the  United States
and the European Union remaining its major individual trading partners. Its inbound direct
investment partners were: the European Union; Hong Kong, China; and Japan (Secti on 1.3.2).

1.2. Despite Chinese Taipei's solid fundamentals, downside risks to the economic outlook remain.
Endogenous long -run risks include the shrinking of the labour force , although ongoing technological
upgradingis expected to maintain productivity gains , thus ensuring that GDP growth per capita stays
level. 3 Sustainable growth  will depend on the continuing shift of the economy from industry to
services, with a greater focus on raising quality and increasing value added within this sector, thus

partly mak ing up for Chinese Taipei's relative decline in the region as a high value -added exporter,
but not sufficient to offset the new norm of lower growth. Regarding exogenous factors or risks,

recent stimuli to demand , such as the improvements in the global eco nomic outlook and the
strengthening of international trade, are to boost consumption and exports. 4 However, according to
the authorities and other sources, several aspects such as the level of debt and reforms in China,
cross - strait relations, trade polici es favoured by the United States, the potential hike of the Federal
Reserve's benchmark rate (Section 1.2.3.1), as well as regional geopolitical risks , could cause
uncertainties.

1.1 Main Features of the Economy
1.3. Chinese Taipei remains a highly developed outw ard -oriented trade -driven economy with a

population of 23.6 million (as of March 2018). 5 1t is relatively well diversified, with the services
sector constituting the backbone of the economy . Interms of GDP share , services declined slightly

1 In 2017, Chinese Taipei ranked 36 " out of 130 economies in the FM Global Resilience Index . Twelve
drivers of operational resilience are grouped into three factors: economic, supply chain and risk quality. These
combine to form the composite index. FM Global Resilience Index online information. Viewed at:
https://www.fmglobal.com/research -and -resources/tools _-and -resources/resilienceindex/explore -the -
data/?&sn=1 .

2 In 2017, Chinese Taipei ranked 14 ™ out of 63 economies (sam e rank as in 2014) in the IMD World
Competitiveness Yearbook . Furthermore, in 2017/18, Chinese Taipei ranked 15 h among 137 economies
(14 ™ out of 144 in 2014/15) in the WEF Global Competitiveness Index . According to the WEF, in 2017/18 ,
despite improvemen  ts in several areas, policy instability, restrictive labour relations (Section 1.2.4.4) and
restricted potential for innovation remained a concern. Furthermore, according to Directorate General of
Budget, Accounting and Statistics (DGBAS) figures, Chinese Taipei's Gini coefficient, one of the most commonly
used measures to reflect income inequality, dropped from 0.342 in 2011 to 0.336 in 2013 and remained the
same until 2016. The coefficient ranges between 0 (complete equality) and 1 (complete inequality). World
Economic Forum (2018), The Global Competitiveness Report 2017 12018 , Geneva. Viewed at:
http://iwww3.weforum.org/docs/GCR2017 -

201 8/05FullReport/TheGlobalCompetitivenessReport2017%E2%80%932018.pdf ; IMD online information.

Viewed at: file:///D:/Users/tarasenko/Downloads/wcy -5yrs --- final.pdf ; and online information
(http_://focustaiwan.tw/news/aeco/201608190023.aspx and https://www.bloomberg.com/news/articles/2013 -
03-13/taiwan _-shrinks -wealth -gap -as-xi-s-communists -struggle -in-china ).

3 Economist Intelligence Unit online information. Viewed at:
http://country.eiu.com/article.aspx?articleid=815457665&Country=Taiwan&topic=Economy&subtopic=Long -
term+outlook&subsubtopic=Summary

4 Online Academia Sinica 2018 Economic Forecast  Viewed at:
http://www.econ.sinica.edu.tw/english/content/downloads/list/2013093010101097521/

5 Online information. Viewed at: https://eng.stat.gov.tw/mp.asp?mp=5
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over the review period (60% in 2017) , followed by manufacturing (30.8% ) (Section 1.2.1); both
sectors are important for employment and export earnings (Table 1.1). However, its heavy

dependence on exports exposes the economy to fluctuations in global demand. 6 Chinese Taipei
maintains awell -developed infrastructure, an educated workforce, and a pro -business attitude while
benefiting from a geographically strategic location. 7 The economy is largely driven by small - and
medium -sized enterprises (SMEs), which benefit from sp ecific production assistance measures
(Sections 3.3.1.2.1 and 3.3. 6). Despite internal debate on social inequality, Chinese Taipei's relative
poverty rate is low by international levels and stood at 6.6% in 2016 (7.7% in 2012). 8
Table 1.1 Selected macroeconomic indicators, 2013 -17

2013 2014 2015 2016 2017 &

Accounts (% change, unless otherwise indicated)

Real GDP 2.2 4.0 0.8 1.4 29
Consumption 1.7 3.5 2.0 2.6 1.6
private consumption 2.3 34 2.6 2.3 2.3
government consumption -0.8 3.7 -0.1 3.7 -1.1
Gross fixed capital formation 5.3 2.1 1.6 2.3 0.0
Exports of goods and non  -factor services 3.5 5.9 -0.4 1.9 7.4
Imports of goods and non  -factor services 34 5.7 11 35 5.2

XGS/GDP (%) (at current market price) 69.5 69.8 64.3 62.8 65.2
MGS/GDP (%) (at current market price) 60.4 59.6 51.4 50.6 52.5

Unemployment rate (%) 4.2 4.0 3.8 3.9 3.8

Productivity

Labour productivity of all industries 2.0 3.9 0.5 4.4

Net fixed capital stock productivity of industrial & service -3.9 -0.6 -5.8 -4.0

sectors

Multifactor productivity of industrial & service sectors 0.1 2.4 -1.8 0.7

Prices and interest rates (%, unless otherwise indicated)

Inflation (CPI, % change) 0.8 1.2 -0.3 1.4 0.6

Discount rate of the central bank (end - period) 1.875 1.875 1.625 1.375 1.375

Commercial 1 -year deposit rate (end - period) 1.360 1.360 1.210 1.040 1.040

Commercial base lending rate (end - period) 2.882 2.883 2.829 2.631 2.632
Interest rate spread 1.522 1.523 1.619 1.591 1.592

Exchange rate

NT$/US$ (period average) 29.770 30.368 31.898 32.318 30.439

Real effective exchange rate (% change) 11 0.0 -1.7 -2.3 215

Nominal effective exchange rate (% change) 1.9 0.0 2.0 -0.6 6.8

Fiscal balance  ° (% of GDP) -1.4 -0.8 0.1 -0.3
Total revenue 16.1 15.6 15.9 15.7

Tax revenue 11.6 11.9 12.4 12.6
Total expenditure 17.5 16.4 15.8 16.0 .

Central administration balance -0.8 -0.8 -0.1 -0.3 -0.8
Revenue 11.4 10.7 11.2 11.1 10.6
Expenditure 12.2 11.5 11.3 11.3 11.3

General government debt 39.0 37.8 36.6 36.2 36.9

Central administration debt 33.8 32.7 31.6 31.2 315

Saving and investment (% of GDP)

Gross domestic savings 32.9 34.6 36.0 35.4 34.5

Gross domestic investment 22.1 21.9 20.9 20.8 20.3

Savings -investment gap 10.8 12.7 15.0 14.6 14.2
External sector (% of GDP, unless otherwise indicated)

Current account balance 9.7 114 14.2 13.7 14.7
Net merchandise trade 10.7 11.3 13.9 13.3 14.1
Merchandise exports 74.7 71.4 64.1 58.4 61.0
Merchandise imports 64.0 60.1 50.2 45.1 46.9

Services balance -3.0 -2.2 -2.0 -1.9 -15
Services exports 7.1 7.8 7.8 7.8 7.9
Services imports 10.1 10.0 9.8 9.7 9.3

5 The World Fact book online information. Viewed at: https://www.cia.gov/library/publications/the -world -

factbook/geos/tw.html
" EIU (2017), Country Commerce , June 2017, New York. Vie wed at: www.eiu.com .
8 The relative poverty rate is defined by the Directorate General of Budget, Accounting and Statistics

(DGBAS) as the ratio of the number of people whose disposable income falls below the risk -of-pove rty
threshold. The risk  -of - poverty threshold is set as 50% of the average disposable income which is calculated by

dividing household disposable income by the square foot of household size. BTl (2016), Chinese Taipei Report
Bertelsmann Stiftung, 2016. Viewed at: https://www.bti -

project.org/fileadmin/files/BTI/Downloads/Reports/2016/pdf/BTI_2016_Taiwan.pdf ; online data . Viewed at:
https://photius.com/rankings/2017/economy/population_below_poverty_line_2017_0.html .
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2016 2017 &

Capital account 0.0 0.0 0.0 0.0 0.0
Financial account 10.2 12.0 15.4 12.5 14.2
Direct investment 2.1 1.9 2.3 1.6 1.4
Balance of payments -2.2 -25 -2.9 -2.0 -2.2
Terms of trade (2011=100) 101.1 103.3 114.3 112.7 110.3
Merchandise exports (%o  change) © -1.6 -0.8 -11.1 -8.0 12.9
Merchandise imports (% change) ¢ -3.3 -2.7 -17.2 -9.3 12.3
Service exports (% change) © 5.5 13.8 -1.2 0.9 9.0
Service imports (% change) ¢ -2.4 2.4 -2.3 0.1 3.4
Foreign exchange reserves (US$ billion) 416.8 419.0 426.0 434.2 451.5
in months of imports of goods and services 13.2 13.5 16.2 17.9 16.8
Total external debt (US$ billion) 170.1 177.9 159.0 172.2 181.9
Short term (US$ billion) 155.6 163.3 144.8 160.0 169.2
Debt service ratio ¢ 1.7 1.5 1.6 2.1 1.9

Not available.

a Provisional.

b Based on all levels of government.

c Growth rates are calculated based on BOP figures in US$.

d Debt service in per cent of exports of goods and services.

Source :  CBC online information. Viewed at: http:/iwww.cbc.gov.tw ; 0 nline information. Viewed at:

http://eng.stat.gov.tw ; online information. Viewed at: http://eng.dgbas.gov.tw ; and data provided
by the authorities.

1.2 Recent Economic Developments

1.2.1  Growth, income, and employment

1.4. During the review period , the annual average GDP growth rate stood at 2.3% ( 2014 -17), a
major slowdown compared to the average of 4.3% over the period 2002 -13 (Table 1.1). ° More
specifically , growth peaked in 2014 and bottome d out abruptly the year after , then rose

progressively to slightly more than its 2013 level. The reasons for the overall slowdown include

strong competition from emerging economies, remaining restrictions on inbound direct investment,

insufficient investme  ntin R&D (Section 3.3.1.2.2), stagnant wages, and overreliance on exports as

a driver of economic growth. 10 To spur economic recovery in a challenging growth environment, in
addition to a rather loose monetary policy stance and structural reforms, expendit ure -driven action
has been taken through: a March 2017 NT$882.4 billion (US$29 billion) stimulus plan designed to

lift economic growth over the next eight years and help reduce the wealth gap between the cities

and the countryside; an increase in higher mi  nimum wages and additional funding for childcare and

long -term care for the elderly ; pensions reform ; and construction of homes (particularly social
housing) (Section 1.2.3.1, 1.2.3.2 and 1.2.4). 11 According to the DGBAS , real GDP is to grow
by 2.4% (1.9% a ccording to the IMF) in 2018, and is projected to slow down to 2% in 2019 (IMF)
seemingly due to an ebbing of the global consumer electronics cycle. 12

1.5. Since 2014, the overall sectoral pattern of Chinese Taipei's GDP and employment has remained

virtually un changed (see above and Table 1.2). Following a slowdown in 2015 related inter alia to
the growth drop and the passing of labour legislation related developments (Section 1.2.4.4), both
labour and total factor productivity increased in 2016 (Table 1.1) larg ely due to a rise in total

9 WTO documents WT/TPR/S/302/Rev.1, 18 December 2015; WT/TPR/S/232/Rev.1, 28 July 2010; and
WT/TPR/S/ 165, 16 May 2006.

10 Centre for East Asia Pol icy Studies (2014),  Chinese Taipei's Economic Opportunities and Challenges
and t he Importance of the Trans - Pacific Partnership , January 2014. Viewed at: https://www.brookings.edu/wp -
content/uploads/2016/06/taiwan -trans -pacific - partnership -meltzer -012014.pdf .

1 The stimulus plan includes a NT$420 billion Forward T Looking Infrastructure Construction Project with
emphasis on water resource ma nagement, green energy construction, digital infrastructure and urban and
rural infrastructure construction (Section 2.2). EIU (2017), Country Report , September, London. Viewed at:
www.eiu.com _and EIU (2017), Country Comm erce, June, New York. Viewed at: www.eiu.com _; and o nline
information . Viewed at:  https://www.reuters.com/article/us -taiwan -economy -stimulus/taiwan _-unveils -29-
billion -stimulus -amid -unc ertainty -over -u-s-china -idUSKBN16UODF .

2 International Monetary Fund (2018), World Economic Outlook: Cyclical Upswing, Structural Change ,
Washington, DC, April; EIU (2018), Country Forecast , February, London. Viewed at:
http://www.eiu.com/FileHandler.ashx?issue_id=1386427122&mode=pdf ; online information . Viewed at:

https://asia.nikkei.com/Politics -Economy/Economy/Taiwan _ -raises -2018 - GDP-outlook -as-tech -demand -fuels -
exports .



http://eng.stat.gov.tw/
http://eng.dgbas.gov.tw/
https://www.brookings.edu/wp-content/uploads/2016/06/taiwan-trans-pacific-partnership-meltzer-012014.pdf
https://www.brookings.edu/wp-content/uploads/2016/06/taiwan-trans-pacific-partnership-meltzer-012014.pdf
http://www.eiu.com/
http://www.eiu.com/
https://www.reuters.com/article/us-taiwan-economy-stimulus/taiwan-unveils-29-billion-stimulus-amid-uncertainty-over-u-s-china-idUSKBN16U0DF
https://www.reuters.com/article/us-taiwan-economy-stimulus/taiwan-unveils-29-billion-stimulus-amid-uncertainty-over-u-s-china-idUSKBN16U0DF
http://www.eiu.com/FileHandler.ashx?issue_id=1386427122&mode=pdf
https://asia.nikkei.com/Politics-Economy/Economy/Taiwan-raises-2018-GDP-outlook-as-tech-demand-fuels-exports
https://asia.nikkei.com/Politics-Economy/Economy/Taiwan-raises-2018-GDP-outlook-as-tech-demand-fuels-exports

WT/TPR/S/377 /[Rev.1 A Separate Cust oms

- 17 -

Territory noeahdMatsui wan,

production accompanied by a decrease in working hours; this trend
a decline in 2018. 3 According to the authorities, the key to revive the economy, and therefore

increase productivity and wages, is i n innovation, which entails industrial upgrading and an increase
in the value added of products and services, thus boosting competition.

has seemingly been followed by

14 According to the OECD

"GVC Participation Index", based on the extent of each economy's export production connected with

others, in 2011 Chinese Taipei ranked at the top among the Asia - Pacific economies with 69.1% of
its exports comprising intermediate goods. 15 |In 2011, its participation in GVCs (67.6%) and domestic
value added in exports (57%) stood above the average le vel of developing and developed exporting
economies. 6

Table 1.2 Basic economic indicators, 2013 -17
2013 2014 2015 2016 2017
Real GDP (NT$ billion, 2011 prices) 14,929.3 15,529.6 15,654.8 15,875.6 16,329.2
Current GDP (NT$ billion) 15,230.7 16,111.9 16,770.7 17,152.1 17,444.7
Current GDP (US$ billion) 511.6 530.6 525.8 530.7 573.1
GDP per capita at current market price (US$) 21,916 22,668 22,400 22,561 24,337
GDP by economic activity at chained 2011 prices (annual % change)
Agriculture, forestry and fishing 1.3 15 -8.4 -10.1 6.0
Mining and quarrying -4.2 -4.3 -6.6 -7.4 2.0
Manufacturing 1.7 8.2 -0.3 3.1 4.3
Electricity and gas supply 3.1 1.9 -5.4 4.6 -0.1
Water supply and remediation services 2.3 4.6 0.1 3.5 3.4
Construction 0.9 0.8 -0.9 -1.7 -0.2
Services 2.1 3.1 1.3 1.2 2.2
Wholesale and retail trade 1.6 4.2 0.3 0.7 3.7
Transport and storage 7.6 0.9 -0.6 34 4.8
Restaurants and hotels 4.1 1.8 2.1 1.8 0.7
Information and communication 34 3.2 5.4 3.7 1.7
Finance and insurance 4.0 7.6 3.8 2.3 4.6
Real estate 3.0 2.1 2.0 0.8 1.1
Professional, scientific and technical services 15 1.2 -0.1 0.6 -2.2
Support services 2.5 4.4 4.9 3.1 3.4
Public administration -0.6 -0.2 0.0 0.1 0.7
Education 0.7 1.1 0.1 -0.8 -1.0
Human health and social work -0.8 4.3 1.2 3.0 2.2
Arts, entertainment and recreation 4.0 2.4 2.0 0.7 1.6
Other services 1.6 4.8 -0.2 -0.1 1.4
Other 2 6.2 55 -0.3 4.4 3.0
GDP (production approach) by economic activit y at current prices (%)
Agriculture, forestry and fishing 1.7 1.8 1.7 1.8 1.7
Mining and quarrying 0.1 0.1 0.1 0.1 0.1
Manufacturing 28.8 30.0 30.2 30.7 30.8
Electricity and gas supply 1.3 15 1.8 1.7 1.4
Water supply and remediation services 0.7 0.6 0.6 0.7 0.7
Construction 2.6 2.6 25 2.4 2.4
Services 61.9 60.4 60.1 59.7 60.0
Wholesale and retail trade 17.0 16.4 16.3 16.1 16.2
Transport and storage 2.8 2.9 3.0 2.9 3.0
Restaurants and hotels 2.5 2.4 2.5 2.6 2.6
Information and communication 3.1 3.0 2.9 2.9 2.8
Finance and insurance 6.4 6.5 6.5 6.5 6.7
Real estate 8.5 8.2 8.1 8.1 8.1
Professional, scientific and technical services 2.2 2.1 2.1 2.1 2.0
13 1n 2015, the decrease in labour productivity was more pronounced in manufacturing, namely leather,
fur, and related products, followe d by basic metals. CBC (2016), Annual Report 2015 , April; CBC (2017),
Annual Report 2016 , April; and EIU (2018), Country Forecast , February, London. Viewed at:
http://www.eiu. com/FileHandler.ashx?issue_id=1386427122&mode=pdf .
14 CBC (2016), Annual Report2015 , April 2016.
15 Presentation by Dr. David S Hong, President, Institute of Economic Research, titled SMEs in Global
Value Chains , 27 February 2015. Viewed at: https://www.pecc.org/resources/trade -and -investment -1/2184 -
smes -in-global -value -chains/file ; Centre for East Asia Policy Studies (2014), Economic Oppo rtunities and
Challenges and t he Importance of the Trans - Pacific Partnership , January. Viewed at:
https://www.brookings.edu/wp -content/ uploads/2016/06/taiwan -trans -pacific - partnership -meltzer -
012014.pdf .
16 The GVC participation rate indicates the share of an economy's exports that is part of a multi -stage

trade process. WTO online information. Viewed at:
https://www.wto.org/english/res_e/statis_e/miwi_e/TW_e.pdf
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2013 2014 2015 2016 2017
Support services 15 15 15 1.6 1.6
Public administration 7.0 6.6 6.4 6.3 6.3
Education 4.5 4.3 4.2 4.1 4.0
Human health and social work 3.0 2.9 3.0 3.1 3.2
Arts, entertainment and recreation 0.9 0.9 0.9 0.9 0.9
Other services 2.6 2.6 2.6 2.6 2.6
Other 2 2.9 3.0 2.9 3.0 2.9
Share of sector in total employment (%)
Agriculture, forestry and fishing 5.0 4.9 5.0 4.9 4.9
Mining and quarrying 0.0 0.0 0.0 0.0 0.0
Manufacturing 27.2 27.1 27.0 26.9 26.8
Electricity, gas and water 1.0 1.0 1.0 1.0 1.0
Construction 7.9 8.0 8.0 8.0 7.9
Services 58.9 58.9 59.0 59.2 59.3
Wholesale and retail trade 16.6 16.5 16.4 16.4 16.5
Transport and storage 3.9 3.9 3.9 3.9 3.9
Restaurants and hotels 7.1 7.2 7.3 7.3 7.3
Information and communication 2.1 2.2 2.2 2.2 2.2
Finance and insurance 3.8 3.8 3.8 3.8 3.8
Real estate 0.8 0.9 0.9 0.9 0.9
Professional, scientific and technical services 3.2 3.2 3.2 3.3 3.3
Support services 2.4 2.5 2.5 25 2.6
Public administration 35 3.4 3.3 3.3 3.3
Education 5.8 5.8 5.8 5.8 5.7
Human health and social work 3.9 3.9 3.9 3.9 4.0
Arts, entertainment and recreation 0.9 0.9 0.9 0.9 0.9
Other 4.9 4.9 4.9 4.9 4.9
a Including import duties and value -added tax.
Source: Online statistical information. Viewed at: http://eng.stat.gov.tw [11/04/18].
1.6. During the review period, Chinese Taipei's unemployment rate, which is largely linked to growth
developments, remained low at around 4% (Table 1.1) . According to the authorities, this overall

stability is inter alia due to special programmes of employment facilitation at times of crisis and
regular vocational training activities (Section 1.2.4.4). In the context of an economic upturn , the
unemployment rate decreased progressively to 3.8 % in 2015 and , after a slight rise in 2016 amid a
slow economic recovery, in 2017 it dropped to its 2015 level as a result of accelerated growth. S
Furthermore, the number of persons that were unemployed due to business downsizing or closure

declined modera tely, reflecting a generally better eco nomic sentiment in 2017 than in 2016. 18

1.2.2 Prices

1.7. During the review period , CPl inflation was low and developed in a cyclical/irregular manner
(Table 1.1). In2015 , it fell into negative territory, bottoming out at -0.3%, largely driven by a steep
decline in international commodity prices and slack internal demand, then peaked at1.4%in 2016,
due to a rise in prices of vegetables and fruits affected by weather -relat ed supply disruptions.  1°
In 2017 , itdropped to 0.6% partly due to the strength of the local currency. 20 The CPI -based inflation
is expected to average 1.2% (1.3%, IMF) in 2018 in light of a weakening of the local currency, which
could add to import price pr essures associated with higher global oil costs, combined with internal

demand growth developments inter alia related to the hikes in minimum wage and public sector
employee pay as well as the negative output gap (Section 1.2.4.4). 2

17 CBC (2017), Annual Report 2016 , April.

18 EJU (2017), Country Report , February 2018 updates, London. Viewed at:
http://www.eiu.com/FileHandler.ashx?issue_id=1736425557&mode=pdf

19 CBC (2016), Annual Report 2015 , April.

20 CBC (2017), Annual Report2016 , April; and EIU (2017), Country Report , September, London. Viewed
at: www.eiu.com .

2! International Monetary Fund (2018), World Economic Outlook: Cyclical Upswing, Structural Change ,
Washington DC, April; and EIU (2017), Country Report , February 2018 updates, London. Viewed at:
http://www.eiu.com/FileHandler.ashx?issue_id=1736425557&mode=pdf .
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1.2.3 Main m acroeconomic poli cy developments
1.2.3.1 Monetary and exchange rate policy

1.8. The Central Bank (CBC), a government body whose policies seem to be appreciated across the

region, remains responsible for, and seemingly independent in, the formulation and implementation

of monetary polic y.?? Its objectives include: promoting financial and economic stability; guiding

sound banking operations; and maintaining the stability of the value of the currency. 23 The CBC does
not set an inflation target, but to attain its monetary policy objectives it continues to apply a mix of
instruments including: open market operations, policy rate discounts and temporary
accommodations, required reserve ratios, and re -deposit of financial institutions. 24

1.9. Since 2014 , aloose monetary policy has provided a monetar y stimulus to growth and helped

to build a stable financial environment particularly during the 2015 global economic slowdown. The

CBC has undertaken four policy rate cuts (September and December 2015, March and July 2016)

reducing the discount rate from 1 .875% in 2014 to 1.625% in 2015 and 1.375% in July 2016
(Table 1.1)as from when, in light of the gradual recovery of the economy and the stabili zed inflation,
it has remained unchanged. 25 According to the authorities, the CBC will continue to monitor the
developments in both actual and expected inflation, the output gap, and other economic and financial

conditions, and will undertake appropriate monetary policy action in line with its stat utory mandate.

1.10. Chinese Taipei continues to maintain a managed floating exchange rate regime which allows
exchange rate flexibility and foreign exchange intervention, and helps diminish or prevent
speculative attacks. 26 According to the authorities, in 2015, the CBC injected liquidity through open
market operations, thus maintaining the banks' excess reserves at a high level. Throughout 2014

and 2015, it continued to conduct open market operations by issuing certificates of deposit (CDs) to

maintain reserve m  oney and overnight call loan rates at accommodative levels in line with its policy
objectives.

1.11. During most of the review period, the nominal NT$/US$ exchange rate depreciated

(Table 1.1) partly due to the strengthening of the United States dollar and a we akening yen, which
raised Chinese Taipei's competitiveness concerns vis -a-vis Japanese exports. 27 As investor
sentiments generally improved and outgoing merchandise trade fared better, the local currency
appreciated in 2017; reportedly, this development was also largely due to a limited intervention in

the currency market that year. 28 In trade -weighted terms, overall the real effective exchange rate

22 WTO document WT/TPR/S/232/Rev.1, 28 July 2010; BTI (2016), Chinese Taipei Report . Bertelsmann
Stiftung, 2016 . Viewed at: https://www.bti -
project.org/fileadmin/files/BTI/Downloads/Reports/2016/pdf/BTI_2016_Taiwan.pdf

2 The CBC responsibilities comprise: monetary management; foreign exchange management; financial
inspection; payment and settlement systems; currency issuance; fiscal agency functions; participation in
international activities; and compilation of statistics and research. CBC online informati on. Viewed at:
https://www.cbc.gov.tw/Ip.asp?ctNode=453&CtUnit=271&BaseDSD=7&mp=2 ; and WTO document
WT/TPR/S/232/Rev.1, 28 July 2010.

24 More detailed information on the mone tary policy instruments is available at:
https://www.cbc.gov.tw/np.asp?ctNode=443&mp=2 .

% The policy interest rate determines the levels of the rest of the interest rates in the economy, since it
is the price at which private agents i mostly private banks T obtain money from the central bank. CBC (2017),
Annual Report 2016 , April 2017; CBC online information. Viewed at:
https://www.cbc.gov.tw/lp.asp?CtNode=695&CtUnit=303&BaseDSD=32&mp=2 ; CBC (2016), Annual Report
2015 , April 2016; online information . Viewed at:  https://www.focu __s-economics.com/economic __-indicator/policy -

interest -rate .

26 CBC (2016), Annual Report 2015 , April; and CBC (2017), Annual Report 2016 , April.

27 CBC (2016), Annual Report 2015,  April 2016; CBC (2017), Annual Report 2016 , April; and
EIU (2015), Country Report, January, London. Viewed at:
http://www.eiu.com/FileHandler.ashx?issue_id=142643198&mode=pdf .

28 |In 2017, Chinese Taipei was removed from the United States' Monitoring Listin  its reporton "Foreign
Exchange Policies of Major Trading Partners of the United States ". The Department of the Treasury (2017),
Report to Congress 1 Foreign Exchange Policies of Major Trading Partners of the United S tates , October 2017.
Viewed at:  https://www.treasury.gov/press -center/press _-releases/Documents/2017  -10-
17%20(Fall%202017%20F  X%20Report)%20FINAL.PDF __;and EIU (2017), Country Report , September, London.
Viewed at:  www.eiu.com .
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depreciated in the period 2015 and 2016, thus confirming an improvement in Chinese Taipei's
international compe titiveness.

1.2.3.2  Fiscal policy

1.12. Chinese Taipei's prudent fiscal policy remained unchanged until 2017 when it shifted to an
expansionary more pro  -growth stance (Section 1.2.1 and below), a move consistent with utilizing

fiscal space when needed while preserving longer -term fiscal sustainability. Consequently, the fiscal

deficit declined steadily from 1.4% of GDP in 2013 to a small surplus of 0.1% in 2015 (Table 1.1)
largely due to a tight control over expenditure but also the introduction of a higher business -tax rate
for banks and insurance companies in 2014 and a new top income tax bracket in 2015
(Section 3.3.1.1.3) 2°;in 20186, it returned to a deficit of 0.3%. The spending -driven 2017 stimulus
package coupled with the diminishing role of exports as a growth dr iver, is to preserve the fiscal
deficit in the medium -run as infrastructure projects are implemented and stronger stimulus
measures are enacted to counteract a renewed weakness in external demand (Section 1.2.1). 0

1.2.4  Structural policies

1.13. Trade and domestic re form are considered as intrinsically linked. The 17 ' mid -term
development plan (NDP 2017  -2020) intends to increase domestic investment and conduct structural

reforms to address low business profits, stagnating wages and companies migrating overseas

(Secti on 2.2). It, inter alia, involves "industrial upgrading and an innovative economy". In addition,

a New Southbound Policy, launched in 2016, focuses on economic and trade cooperation, talent
exchanges, resource sharing and regional linkages (Sections 2.2 an d 3.2.5).

1.2.41 Taxreform

1.14. During the review period, tax revenue grew steadily from 11.6% (2013) of GDP to
12.6% (2016) (Table 1.1) as a result of tax reforms to improve the tax structure and strengthen the

income tax collection system, particularly for high ea mers. 3 In January 2018, Chinese Taipei
enacted a tax reform aimed at improving tax collection, distributing wealth more equitably and
stemming the flow of highly skilled labour overseas. 32 |t includes: an increase in the profit seeking
enterprise income ta x rate from 17% to 20% (as from 2018); a decrease in the undistributed
earnings tax rate from 10% to 5% (as from 2018); and, a requirement that the undistributed

earnings tax paid at the corporate level can no longer be distributed to overseas shareholders asa
credit against the dividend withholding tax (as from 2019). 33 According to the authorities, the
differential between profit seeking enterprise income tax and the highest marginal tax rate had

resulted in the proliferation of companies avoiding the hig her income tax rate, thereby lowering tax
revenue from high earners. Reportedly, these changes might have a negative overall impact on the

budget balance as the revenue boost from the profit seeking enterprise income tax increase is to be
outweighed by the impact of the lower top rate of personal income tax and higher deduction
thresholds (Section  3.3.1.1.3). 3

2 EIU (2015), Country Report , January, London. Viewed at:
http://www.eiu.com/FileHandler.ashx?issue_id=142643198&mode=pdf ; and EIU (2014),  Country Report
December, London. Viewed at: http://www.eiu.com/FileHandler.a shx?issue_id=692579253&mode=pdf

30 The new infrastructure plan is likely to add at least NT$100 billion to annual spending (via a special
budget) from 2018 onwards that will offset some of the relief provided to the budget through public pensions
reform. EIU (2017), Country Report , September, London. Viewed at: www.eiu.com ;and EIU (2017), Country
Report , February 2018 updates, London. Viewed at:
http://www.eiu.com/FileHandler.ashx?issue_id=1736425557&mode=pdf

81 Ministry of Finance , Guide to Taxes 2017 . Viewed at:
http://www.mof.gov.tw/File/Attach/75532/File_10791.pdf ; and EIU (2017), Country Report , September,
London. Viewed at:  www.eiu.com .

32 EIU (2017), Country Report , February 2018 updates, London. Viewed at:
http://www.eiu.com/FileHandler.ashx?issue_id=1736425557&mode=pdf .

33 Online information. Viewed at: http://www.ey.com/gl/en/services/tax/international -tax/alert -- taiwan -
enacts -tax -reform -proposals .

34 EIU (2017), Country Report , February 2018 updates, London. Viewed at:
http://www.eiu.com/FileHandler.ashx?issue_id=1736425557&mode=pdf
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1.2.4.2  Privatization
1.15. During the review period public -sector involvement in the economy has remained relatively
unchanged and spread  over several activitie s, as there has been virtually a standstill in the widely
opposed privatization process (Section 3.3. 5). State -owned enterprises and public utilities continued

to be a major source of government revenue and used as industrial development or food security
policy tools.

1.2.4.3 Competition policy

1.16. Since its last review, Chinese Taipei undertook several legislative amendment S representing
the most comprehensive overhaul of its legislation in this area, inter alia, to achieve an effective
control of concentration of economic power in the market (i.e. mergers), maintain institutional
independence, take effective enforcement act ion against anticompetitive practices and step up
international cooperation (Section 3.3. 4.1). 3%

1.2.4.4  Labour market policies

1.17. Labour market rigidities were seemingly increased but some action has been taken to address

them. The minimum hourly and monthly wages, which are reviewed annually, have been raised
progressively from NT$115 and NT$19,047 in 2014 to NT$140 and NT$22,000 (US$725) in 2017
respectively, and remained at this level as of April 2018. 36 Following amendments to the Labour

Standards Act (LSA), asf rom January 2016 the workweek was cut from 42 hours to a maximum of

40 hours; its 2017 amendments steeply increased mandatory compensation payments for work

performed on a worker's rest day or annual leave, and required pay -outs for unused annual leave. 87
Furthermore, the latest LSA amendments, in force as from 1 March 2018, included: seven industry

sectors being allowed to have their employees work up to 12 days in a row; an increase of the

maximum allowable overtime hours of a worker from 46 to 54 per mont h; annual leave accrued by
employees to be carried over to the next year; a reduction of the minimum number of break hours

between shifts from 11 to 8 hours with the consent of the employees or the labour union; and,
compensatory leave used instead of pay for overtime worked. 38 In response to the ageing of the
population, the retirement age (for claiming the labour insurance old-age benefit) was raised from
60 to 61 in 2018; in subsequent years it is to gradually increase until the age of 65 by 2026. The

reform of the pension system, currently under consideration, would ease pressure on the fiscal

deficit. 3°

1.18. To reduce unemployment among the indigenous population, construction companies that

have won contracts for public infrastructure projects must retain a workforce comprising 2% local
people (physically or mentally disabled or aborigines) during the term of contract performance

(Section 3.3.1.2.5, 3.3. 6 and Table A3.7); otherwise, the foregoing tenderer must compensate with

3% Online information . Viewed at:  https://globalcompetitionreview.com/insight/the -asia - pacific -antitrust -
review -2017/1138999/taiwan __ -fair -trade -commission .

36 To offset the minimal wage harm to employers, since 2011 several measures, including a subsidy of
NT$10 per hour for part  -time workers and a subsidy of up to 80% for costs associated with training workers,

have been in place. The authorities indicated tha t these subsidies are financed by an Employment Stability
Fund funded by contributions of employers of immigrant workers. EIU (2017), Country Commerce , June,
New York. Viewed at: www.eiu.com ; online information . Viewed at :
https://www.taiwannews.com.tw/en/news/3234717 and

http://focustaiwan.tw/news/asoc/201312300006.aspx
37 The shorter workweek, w  hich had been discussed for years, was introduced at the same time as

regulations permitting 84 hours of work for two -week periods were removed. Employees in the industrial and
services sectors worked an average of 169.5 hours (including 8.5 hours of overt ime) per month in 2016, down
3.3% from 2015.  EIU (2017), Country Commerce , June, New York. Viewed at: www.eiu.com .

% QOnline information . Viewed at:  https://www___.taiwannews.com.tw/en/news/3374025 and
https://topics.amcham.com.tw/2018/03/taiwans -latest -labor -standards -act-amendments/

3% Reportedly, current pension li abilities stand at around NT$18 trillion (US$597 billion) or nine times the
central administration's total annual expenditure. Without proper fiscal adjustments, retirement funds for
private -sector workers and retired servicemen would run out in 2027 and 2020, respectively.  EIU (2017),
Country Commerce , June, New York. Viewed at: www.eiu.com__; o nline information. Viewed at:
https://cpianalysis.org/2017/07/28/pension -reform -made -in-taiwan/ _and
https://www.reuters.com/article/taiwan -pension/update -1-taiwan -cuts -18-pct -interest -in-civil - service -pension -

reform -idUSL3N1JO2EU .
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https://www.reuters.com/article/taiwan-pension/update-1-taiwan-cuts-18-pct-interest-in-civil-service-pension-reform-idUSL3N1JO2EU
https://www.reuters.com/article/taiwan-pension/update-1-taiwan-cuts-18-pct-interest-in-civil-service-pension-reform-idUSL3N1JO2EU
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a fee and cannot hire overseas wo rkers to make up the shortage in question. 40 Under the 2017 policy
of industrial upgrading and an innovative economy under the 17 " mid -term development plan (NDP
2017 -2020) (above and Section 2.2), new mechanisms for personnel exchanges, recruitment and
training are envisaged. Overseas workers have somewhat alleviated the labour shortage in the
manufacturing and construction industries. 41 Following amendments to the Employment Services
Act, since November 2016, there has been no requirement for overseas blue -collar workers whose
contracts have expired to go outside Chinese Taipei for at least one day. T o enhance the inflow of
professionals from other WTO Members, a s from 8 February 2018, Chinese Taipei has relaxed
regulations with respect to visa, residence, health insurance as well as tax and retirement benefits

including half of the usual income tax in the first three years, as long as their annual income is above
NT$3 million (Section 2.4.2) .%?

1.2.5 Balance of payments

1.19. In line with its strategy of encouraging ex port -led growth based on manufacturing
Chinese Taipei continues to run a rising surplus in merchandise trade, which peaked in 2017, and a

declining deficit in services that bottomed out the same year (Table 1.3). The merchandise trade
surplus considerably  exceeded the deficit in services. Consequently, the current account registered

a larger overall surplus, averaging 13.5% of GDP in the period 2014 -17 compared to 8.6% over the
period 2010 -13(Table1.1), interalia ,reflecting stronger external demand and rising global oil prices
developments. The current account surplus also reflects the extent to which gross domestic savings

(34.5% of GDP, 2017) continued to increasingly exceed gross domestic investment (20.3% of GDP,

2017) (Table 1.1).  According to IMF estimates, the current account surplus is to slightly decline from
13.8% (in 2017) of GDP to 13.6% (2018) and 13.5% (2019) mainly due to slower growth of exports

than imports which would be supported by resilient household demand, private capital goods
exp enditure and inputs for housing and infrastructure investment. 43
Table 1.3 Balance of payments, 2013 -17
US$ million
2013 2014 2015 2016 2017
Current account 49,872 60,438 74,883 72,786 84,086
Goods and services balance 39,355 48,774 62,412 60,276 72,655
Goods balance 54,557 60,190 73,095 70,615 81,035
Exports 382,096 378,961 336,880 309,941 349,808
Imports 327,539 318,771 263,785 239,326 268,773
Service balance -15,202 -11,416 -10,683 -10,339 -8,380
Exports 36,461 41,491 40,986 41,360 45,071
Imports 51,663 52,907 51,669 51,699 53,451
Primary income 13,520 14,457 15,854 15,645 15,506
Credit 24,609 29,211 28,886 29,469 35,021
Compensation of employees 637 678 693 746 864
Investment income 23,887 28,440 28,091 28,610 33,999
Other 85 93 102 113 158
Debit 11,089 14,754 13,032 13,824 19,515
Compensation of employees 368 358 434 604 658
Investment income 10,524 14,134 12,351 12,905 18,572
Other 197 262 247 315 285
Secondary income -3,003 -2,793 -3,383 -3,135 -4,075
Credit 6,179 6,661 6,603 6,944 7,248
Debit 9,182 9,454 9,986 10,079 11,323
Capital account 67 -8 -5 -9 -12
40 Article 98 of the Government Procurement Act (GP Act), effective 27 May 1999; EIU (2017), Country
Commerce , June, New York. Viewed at: www.eiu.com .
4 As at end -March 2017, there were 639,326 overseas labourers in Chinese Taipei , up 7.5% from a
year earlier; the manufacturing industry employed 62.1% of the total overseas labour force and services
37.9% of the total. EIU (2017), Country Commerce , June, New York. Viewed at: www.eiu.com .
42 Online information . Viewed at:  https://reloc8 _asia.com/2018/02/13/taiwan -new -rules -recruitment -
employment -foriegn -professionals -talent/ .
43 According to the authorities, in 2018, a firmly growing global economy and world trade volume
together with the emerging demand for semiconductors ' new technological applications, such as Internet of
things (I0T), automotive electronics, high performance computing and artificial intelligence applications, would
support Chinese Taipei's goods export growth. According to the DGBAS, nominal exports and imports of goods
and services would grow by 5% and 7.1% for 2018, respectively. International Monetary Fund (2018), World
Economic Outlook: Cyclical Upswing, Structural Change , Washington, DC, April; EIU (2018), Country Forecast ,

February, London. Viewed a  t: http://www.eiu.com/FileHandler.ashx?issue_id=1386427122&mode=pdf .
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2013 2014 2015 2016 2017
Financial account 52,407 63,476 80,976 66,436 81,107
Direct investment 10,687 9,883 12,318 8,653 8,102
Assets 14,285 12,711 14,709 17,884 11,357
Liabilities 3,598 2,828 2,391 9,231 3,255
Portfolio investment 29,129 44,041 57,198 78,820 79,039
Assets 37,082 57,096 56,340 81,463 82,924
Liabilities 7,953 13,055 -858 2,643 3,885
Financial derivatives (other than reserves) and -838 -546 1,184 -2,228 -3,696
employee stock options
Assets -6,055 -5,977 -11,227 -11,153 -11,489
Liabilities -5,217 -5,431 -12,411 -8,925 -7,793
Other investment 2,111 -2,917 -4,735 -29,472 -14,805
Assets 47,505 11,869 -16,648 -7,352 11,512
Trade credits and advances 565 -208 -899 -5,381 -2,535
Loans 16,575 8,784 3,206 5,843 -1,044
Currency and deposits 18,454 -3,398 -16,738 -3,708 16,860
Other assets 11,911 6,691 -2,217 -4,106 -1,769
Liabilities 45,394 14,786 -11,913 22,120 26,317
Trade credits and advances 133 -646 -263 5,527 3,379
Loans 22,574 4,251 -259 8,451 11,902
Currency and deposits 23,003 10,797 -12,178 9,954 14,888
Other liabilities -316 384 787 -1,812 -3,852
Reserve assets 11,318 13,015 15,011 10,663 12,467
Net errors & omissions 2,468 3,046 6,098 -6,341 -2,967

Source:

CBC online information. Viewed at:

http://www.cbc.gov.tw

1.20. Chinese Taipei's gross external debt, which remains largely short term (93% in 2017), has
been subject to irregular changes over the review period; it dropped by 10.6% from 2014, a peak

then by 5.6% to
US$181.9 billionin 2017 (Table 1.1). As a result, the debt service ratio rose from 1.5% to a peak of
2.1% (2016) and then declined slightly to 1.9% (2017). As a percentage of GDP, gross external

year, to 2015, and since then it rose by 8.3% to US$172.2 billion in 2

debt decreased from 33.5% in 2014 to

1.21.

31.7% in 2017.

016 and

Since 2014, Chinese Taipei's foreign exchange reserves have increased steadily by an overall

8.3% to US$451.5 hillion in 2017 (Table 1.1) mainly due to returns from their management; in

2017, they were equivalent to 78.8% of GDP
compared to 82% of GDP and 17.8 months in 2016, and almost three times

debt.

1.3 Developments in Trade and Investment

131

1.22.

Trends and patterns in merchandise trade and services trade

and 16.8 months of imports of goods and services,

the short -term external

the world economy and global value chains continued to be reflected by the steadily

of its trade (exports plus imports) in goods and services to GDP; nevert
2017, partly due to weaker global demand

from 129.4% in 2014 to 117.7% in

1.23.

increasingly dependent on manufactures (Chart 1.1, Ta
and transport equipment, namely office machines and telecommunications equipment, and
non -electrical machinery in total exports has risen, whereas the share of chemicals and mining/fuels

has dropped. Electronics

products in global markets (Section 1.2.1).
imports whereas mining dropped to 21.5% and agriculture increased to 6%.

1.24. At the same t

The openn ess of the Chinese Taipei economy to international trade, and its integration into

increasing

ratio

heless, this ratio dropped

(Table 1.1). 44

Since its previous review, Chinese Taipei's merchandise trade has remained largely and
bles A1.1 and A1.2). The share of machinery

exports grew more in 2017 than in 2016, on the back of the launch of new

45 Manufactures rose to more than two thirds of total

ime, while Chinese Taipei's merchandise trade with economies in the region
remained virtually unchanged for exports,

the pattern of imports shifted slightly away from the

Middle East, partly due to the drop of oil prices and currency appreciation (Chart 1.
and Al.4). Notwithstanding some minor fluctuations in trade shares, Chinese Taipei's main trading
partners remain China, the United States, the European Union and Japan. The merchandise trade

shares of both China and Japan increased.

“ E|U (2017),
% E|U (2017),

Country Commerce
Country Commerce

, June, New York. Viewed at:
, June, New York. Viewed at:

Www.eiu.com .
www.eiu.com .

2, Tables Al.3
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Chart 1.1 Product composition of merchandise trade, 2013 and 2017

2013
Exports (f.0.b.)
Textiles &
clothing Other consumer
Transport 3.7% goods 12.1%

equipment 4.0%
Other 1.4%

Other electrical
Agriculture 2.1%

machines 6.1%

Mining/fuels

9.6%
Iron & steel
Manufactures 3.7%
86.9%
Chemicals
Office machines & 12.9%
telecommunication
equipment
1.7%
3 i Other semi -manuf.
Non -electrical 5.9%
machinery
6.8%
Total: US$305.4 hillion
Imports (c.i.f.)
Transport
equipment
3.3%  Other consumer

Other electrical

machines 3.7% goods 7.7%

Other 3.2%
Office machines &

telecommunication Agriculture
equipment 4.6%
17.4%

Manufactures
60.5%

Non -electrical
machinery
8.8%

Fuels
25.5%

Mining
31.7%

Other semi -manuf.

3.3%
Chemicals
13.2% Other mining
Iron & steel 6.2%
3.2%
Total: US$269.9 billion
Note: SITC Rev.3 definition.

Source: Data provided by the authorities.

2017

Textiles &
Transport clothing

equipment 4.0% 3.1% Other consumer

goods 10.1%

Other 0.7%
Agriculture 2.3%
Mining/fuels
5.7%
Iron & steel
3.4%

Manufactures
91.3%

Other electrical
machines 4.9%

Chemicals
11.3%

Office machines &
telecommunication

equipment 5.6%
40.7%
Non-electrical
machinery
8.1%

Total: US$317.2 hillion
Transport
equipment

4.9% Other consumer

Other electrical

machines 4.1% ‘

Office machines &

goods 8.5%

Other 2.0%

Agriculture
6.0%

telecommunication
equipment Manufactures
23.7% 70.6%
Mining Fuels
21.5% 15.6%

Non -electrical

machinery
.9%
10.8% °
Iron & steel
Other semi -manuf.
Chemicals 2.9%

3.2%
° 12.5%

Total: US$259.3 hillion

Other semi -manuf.
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Chart 1.2 Direction of merchandise trade, 2013 and 2017
2013

Exports (f.0.b.)

Other )
5.5% United States
10.7%

Other Asia
10.1% Other America

2.9%
Philippines 3.2 %

EU-28
Viet Nam 2.9% 8.3%
Korea, Rep. of
4.0%
Singapore
6.4%

China

26.
Hong Kong, China 6.8%

12.9%
Japan
6.3%
Total: US$305.4 billion
Imports (c.i.f.)
Other United States
7.9% 9.3%
Other Asia Other America
8.1% 3.1%

EU-28

Australia 2.9% 8.8%

Malaysia 3.0%

Kt R f Saudi Arabia
orea, Rep. 0 :
5 8%p . Middle East 5.8%
' Asia 16.1%
0 .
Singapore 54.7% Kuwm;, ?i‘ftate
3.2% of 3.1%

Other Middle East
7.2%

Japan

16.0%

China
15.8%

Total: US$269.9 billion

Source: Data provided by the authorities

Malaysia 3.3%

Viet Nam

2017
Other .
3.7% United States
Other Asia 11.6%
9.2%

Other America
2.5%

3.3%

EU-28
8.6%
Korea, Rep. of
4.6%
Singapore
5.6%
China
Hong Kong, China 28.0%
13.0%
Japan
6.6%
Total: US$317.2 billion
Other .
7.3% United States
11.7%
Other Asia
8.3% Other America
2.9%

Australia 3.2%

Malaysia 2.8%

Korea, Rep. of
6.5%

EU-28
10.0%

Asia
Singapore 59.7% Middle East

3.4% 8.5%

Japan
16.2%

China
19.3%

Total: US$259.3 billion

1.25. During the review period, Chinese Taipei remained a net importer of services, running a
declining deficit in the services account amounting to 1.5 % of GDP in 2017 ( Tables 1.1 and 1.4).
This was mainly the outcome of the significant increases in manufacturing services and other

business services, despite the stagnating number of tourist visits from China, rising outbound travel,

and an increase in the number of remitt ances sent by overseas workers (Section 1.2.4.4).

4 EIU (2017), Country Report , September, London. Viewed at: www.eiu.com .
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Table 1.4 Trade in services, 2013 -17
2014 2015 2016 2017
Total credit (US$ million) 36,461 41,491 40,986 41,360 45,071
(% of total credit)

Manufacturing services 4.0 3.9 4.0 4.9 5.7
Maintenance and repair services 0.2 0.4 1.0 2.0 2.9
Transport 27.6 26.5 23.9 21.3 22.0
Passenger 6.7 6.8 6.3 5.9 54
Freight 19.8 18.7 16.7 14.5 15.8
Travel 33.8 35.2 35.1 323 274
Business 4.3 3.0 2.8 25 2.1
Personal 29.5 322 323 29.9 25.3
Construction 1.4 2.4 1.9 2.9 3.0
Insurance and pension 0.9 0.8 0.6 0.7 0.9
Finance 5.6 5.8 5.9 6.3 6.4
Charges for the use of intellectual property, n.i.e. 2.8 2.1 2.9 3.0 3.8
Telecommunication, computer and information 3.8 4.2 5.0 5.8 6.3
Other business services 18.8 17.5 18.4 19.2 20.1
Personal, cultural and recreational 0.6 0.6 0.6 0.8 0.8
All levels of g overnment 0.6 0.7 0.8 0.8 0.8

Total debit (US$ million) 51,663 52,907 51,669 51,699 53,451

(% of total debit)

Manufacturing services 14.3 9.8 8.5 6.8 6.4
Maintenance and repair services 1.3 1.6 15 1.7 1.8
Transport 19.0 195 19.6 21.2 21.0
Passenger 3.6 3.7 3.7 51 4.7
Freight 9.4 9.1 8.5 8.6 8.8
Travel 23.8 26.5 30.0 32.1 33.6
Business 4.2 4.4 4.8 5.0 4.7
Personal 19.6 22.1 25.2 27.1 28.8
Construction 1.3 1.9 1.7 2.3 2.6
Insurance and pension 1.9 1.8 15 1.4 1.9
Finance 1.0 11 1.4 1.7 25
Charges for the use of intellectual property, n.i.e. 10.1 10.0 10.7 10.2 7.0
Telecommunication, computer and information 2.3 2.3 2.4 2.6 3.2
Other business services 23.1 23.7 20.9 185 18.2
Personal, cultural and recreational 0.5 0.5 0.5 0.4 0.5
All levels of g overnment 1.3 1.3 1.2 1.3 1.3

Source: CBC online information.
1.3.2 Trends and patterns in inbound direct investment

1.26. Inbound direct investment is not only an additional source of capital. It also brings with it
entrepreneurship, management skills, and especially new technology, which contribute to improved

total factor productivity. Despite its relatively small market , making it difficult to att ract investment
interest, Chinese Taipei actively supports inbound direct investment (Sections 2.4 and 3.3.1.25and
Table A3.7); its market liberalization policies, RTAs and expansion of services (notably tourism)

ensure continuous inflows. 47 During the re view period, inbound direct investment flows peaked at
US$11 billion in 2016 (Table 1.5) mainly due to several large  -scale investment projects, including
those by ASML Holdings, a Dutch producer of semiconductor manufacturing equipment. In 2017,

the inflow s dropped by an overall 32%, to US$7.5 billion , partly due to both the global and the

Eurozone crisis, the slow recovery of the United States economy and the slowdown in China. 48 1In

2017, the Netherlands was the largest individual source of approved investm ents in Chinese Taipei,
followed by: British Overseas Territories in the Caribbean (mainly the British Cayman Islands and

the British Virgin Islands); the United Kingdom; Japan; Samoa; and Hong Kong, China. During the

review period , inbound directinvestme  ntflows were largely concentrated in services, mainly finance
and insurance and wholesale and retail, as well as in manufacturing of electronic parts and
components (Tables 1.5 and 1.6).

47 EIU (2017), Country Commerce, June, N ew York. Viewed at:  www.eiu.com .
48 Online information . Viewed at:  https://www.nordeatrade.com/en/explore -new -
market/taiwan/investment ; EIU (2017), Country Commerce , June, New York. Viewed at: www.eiu.com .
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Table 1.5 Inbound an d outbound flows of direct investment, by activity, 2014 -17
(approval basis)
2014 2015 2106 2017
Inbound direct investment
Total (US$ million) 5,770.0 4,796.8 11,037.1 7,513.2
% of GDP 1.1 0.9 2.1 1.3
By activity (% of total)
Agriculture, hunting, forestry and fishing 0.1 0.0 0.1 0.4
Mining and quarrying 0.00 0.00 0.00 0.00
Manufacturing 40.7 27.8 68.6 40.6
Electronic parts and components 14.3 5.7 329 284
Electricity, gas and water 0.1 0.4 0.0 0.2
Construction 0.6 0.2 0.6 0.7
Services 58.5 71.6 30.7 58.1
Wholesale and retail trade 13.6 223 10.8 11.7
Finance and insurance 27.2 25.2 111 125
Outbound direct investment
Total (US$ million) 17,570.3 21,710.7 21,793.8 20,822.1
% of GDP 33 4.1 4.1 3.6
By activity (% of  total)
Agriculture, hunting, forestry and fishing 0.0 0.0 0.0 0.1
Mining and quarrying 1.0 0.1 0.0 2.9
Manufacturing 455 43.2 62.2 39.0
Basic metals 4.8 6.1 1.6 3.5
Electronic parts and components 9.9 10.7 30.5 10.9
Computer, electronics and optical products 7.8 5.4 9.8 5.8
Electrical equipment 2.2 2.6 1.4 1.2
Machinery and equipment 2.0 1.7 2.0 1.5
Electricity, gas and water 0.2 0.2 0.4 0.3
Construction 0.3 0.1 0.3 0.1
Services 52.8 56.4 37.0 57.6
Wholesale and retail trade 111 5.0 7.1 9.1
Finance and insurance 30.1 40.8 21.8 43.6
Other 0.3 0.0 0.0 0.0
Source: Investment Commission, MOEA online information. Viewed at:

1.27. Chinese Taipei remains not only one of the major exporters of goods, but also of capital.

Outbound direct investment flows peaked in 2016 and then dropped by an overall 4.5% in 2017
(Table 1.6) due to several large  -scale outbound investment projects, including those by Hon Hai
Precision Industry Co., Ltd. investing in Sharp Display Products Corporation (Japan). Similarly to
inflows, during the review period outflows were largely concentrated in services (finance and
insurance) and manufacturing (electronic parts and components, computer, electronics and optical

products; and basic metals) (Table 1.5). At the same time, the main individual destinations were

China, British Overseas Territories in the Caribbean (the British Cayman Islands and the
British Virgin Islands), Viet ~ Nam and Japan.

Table 1.6 Inbound and outbound flows of direct investment , by source and destination,
2014 -17 (app roval basis)
2014 2015 2106 2017

Inbound direct investment

Total (US$ million) 5,770.0 4,796.8 11,037.1 7,513.2

% of GDP 1.1 0.9 2.1 1.3

By source (% of total)

EU-28 24.2 21.2 65.6 445
Netherlands 8.6 6.4 60.8 25.2
United Kingdom 4.6 8.8 3.7 15.0

British Overseas Territories in the Caribbean 26.3 30.6 14.0 22.8

Japan 9.5 9.5 3.1 8.5

Samoa 8.8 8.8 2.9 5.1

Hong Kong, China 8.9 7.7 5.4 3.7

Canada 0.2 0.3 0.2 3.4

United States 2.6 2.7 1.3 2.9

Singapore 7.9 3.5 1.0 1.8

Other 11.5 15.7 6.6 7.2
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2014 2015 2106 2017

Outbound direct investment
Total (US$ million) 17,570.3 21,710.7 21,793.8 20,822.1
% of GDP 3.3 4.1 4.1 3.6
By source (% of total)
China 58.5 50.5 44.4 44.4
British Overseas Territories in the Caribbean 17.6 13.3 125 28.4
Singapore 0.8 1.1 7.1 4.4
United States 1.6 1.7 15 4.0
Viet Nam 3.7 5.7 2.1 3.3
Australia 1.0 0.0 0.1 3.0
Hong Kong, China 2.4 2.3 1.9 1.4
EU-28 45 9.0 5.2 1.1
Japan 3.9 1.4 20.7 1.0
Korea, Rep. of 1.0 15 1.0 0.0
Other 5.2 135 3.7 9.0

Source: Investment Commission, MOEA online information. Viewed at:

https://www.moeaic.gov.tw/news.view?do=data&id=1221&lang=en&type=business_ann
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2 TRADE AND INVESTMENT REGIME
2.1 General Framework
2.1. Since 2014, the overall structure and functions of the executive, legislature and judiciary of

the Separate Customs Territory of Taiwan, Penghu, Kinmen and Matsu (Chinese Taipei) have

remained broadly unchanged. 1 However, a restructuring and streamlining of the executive branch

has been ongoing with a view to increasing its flexibility and effec tiveness; by the end of this process

the number of organizations in the executive branch will have been reduced from 37 to 29

(14 ministries, eight councils, three independent agencies and four organizations). 2 This process
should be completed by 31 Januar y 2020. 3 These changes included the creation of a development
council (NDC) in 2014 which combines the previous responsibilities of the Council for Economic

Planning and Development, the Research, Development and Evaluation Commission and the Public

Constr uction Commission. The NDC is responsible for the planning, evaluation, coordination and
supervision of Chinese Taipei's development policies. 4

2.2. There are two levels of local self -governing bodies. At the first level there are special
municipalities, count  ies and cities and at the second level there are townships, county -administered
cities and mountain indigenous districts of special municipalities. Local governments' budgets are

largely funded through a revenue -sharing arrangement with the central adminis tration , the amount
of which inter alia depends on the size of the population and the level of economic development of

the municipality/county.

2.3. Trade and other such agreements enter into force upon ratification and promulgation; they
have the same force  and effect as domestic laws.  ©

2.4. As noted by the authorities, inputs from members of the public, businesses and civil society
organizations into policy  -making, including trade policy -making, are sought on a continuous basis
from the time of policy formulatio n to decision -making. When important new material or comments
are received, the competent authority holds public hearings and meetings with academia and
experts, or conducts interagency meetings so that it can reach a conclusion; sometimes it is
necessary to have more than one round of comments. Public/stakeholder comments, including from
overseas companies/parties, can be expressed through a public policy platform launched in February

2015 ( https://join.gov.tw/ ). In Oct ober 2016, the period of time for public comment was increased
from 14 to 60 days, and the requirement for feedback from agencies was introduced; this should be

given, and made available online, within 14 days after the preview period. Seemingly, this

requ irement has greatly increased the transparency of the regulation -making process. 7
2.5. The Regulatory Reform Centre (RRC), a department of the NDC, inter alia , carries out research,
planning, and coordination for regulatory reforms; promotes and manages regula tory and

institutional reforms, and projects related to competitiveness; administers reforms for the
improvement of the investment environment; facilitates international cooperation on regulatory
reform issues; and promotes Regulatory Impact Assessment (RI A) and related capacity building. 8

2.6. As noted by the authorities, since 2004, regulatory impact s assessment s (RIAs) are required
for all laws sent to the legislative branch; each authority has its own RIA format. RIAs may be

published on their respective we bsites if the contents are not sensitive. Since 2014, regular training
programmes for public  -sector officials have been undertaken in order to build their capacity in this

! More information is available in WTO documents WT/TPR/S/302/Rev.1, 18 December 2015 and
WT/TPR/S/232/Rev.1, 28 July 2010.
2 The changes in trade  -related areas include: the creation of the Ministry of Agriculture (foreseen) and

the creation of the NDC (completed) . Other changes relate to labour, youth, sports, culture, science,
environment and information services. Online infor mation. Viewed at:
https://english.ey.gov.tw/cp.aspx?n=0B5424E21E6FFOA5

3 As indicated by the authorities, the time -frame will be determined once the Organization Act has been
enacted.

4 Online information. Viewed at: https://www.ndc.gov.tw/en/default.aspx

5 Online information. Viewed at: http://english.ey.gov.tw/cp. aspx?n=ec9205f763e2a607

5 WTO document WT/TPR/S/302/Rev.1, 18 December 2015.

7 ECCT 2018 Position Papers.  Viewed at
http://www.ecct.com.tw/file/Publications/201711151808326974 .pdf .

8 Online information. Viewed at: https://www.ndc.gov.tw/en/cp.aspx?n=459AC4A538309231
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area, particularly in undertaking cost -benefit analysis. In 2017, a RIA handbook was issued,
providing public -sector agencies with guidelines to further enhance the quality of their regulatory
work and to encourage uniformity in the format of RIAs.

2.7. In the context of this review, the authorities indicated that Chinese Taipei aims to respo nd to
the most recent Internet application trends, build a sound legal system aligned with global trends
and create a friendly regulatory environment.

2.2 Trade Policy Formulation and Objectives

2.8. Chinese Taipei's trade policy continues to be based on the premis e that trade openness, global
and regional connectivity, economic growth and performance, living standards and innovation are

strongly linked. Chinese Taipei is focused on improving its economic competitiveness,
entrepreneurship and enabling a better marke t access based on the principles of reciprocity and
fairness. To reach these objectives, it pursues a combined unilateral, bilateral, regional and
multilateral approach to trade policy.

2.9. The Ministry of Economic Affairs (MOEA) remains in charge of formulat ing and implementing
economic policy and its responsibilities, inter alia , include trade and investment. 9 The Bureau of
Foreign Trade (BOFT), one of MOEA's administrative agencies, is responsible for formulating Chinese

Taipei's trade policies, promoting t rade, and managing trade  -related activities. 1©

2.10. The Office of Trade Negotiations (OTN) continues to be responsible for international trade
negotiations. ! In September 2016, supervision of the OTN was upgraded in order to achieve better
coordination between  the various agencies involved in negotiations to join the Comprehensive and
Progressive Agreement for Trans  -Pacific Partnership (CPTPP) and the Regional Comprehensive
Economic Partnership (RCEP). 12

2.11. Various other ministries are involved in trade policy and t rade relations. In particular, the
Ministry of Finance (MOF) is in charge of customs policy and customs -related affairs, tax policy and
promotion of private participation in infrastructure projects. The Ministry of Health and Welfare is,

inter alia , respon sible for issues related to food safety and sanitation. The Ministry of Transportation

and Communication is in charge of administering all aspects of transportation and communications.

The NDC is, inter alia , responsible for formulating high -level industri al development policies. 3 Other
agencies with trade  -related responsibilities include: the Financial Supervisory Commission, which is

in charge of development, supervision, regulation and examination of financial markets and financial

institutions; the Coun  cil of Agriculture, which is responsible for issues related to agriculture, forestry,

fishery, animal husbandry and agrifood affairs; the Public Construction Commission, which deals

with issues related to government procurement; the Ministry of Justice, wh ich is responsible for
issues, inter alia, related to formulating and reviewing legal proposals. The Fair Trade Commission

is responsible for formulating fair trade and muilti -level marketing (i.e. direct sales) policies and
regulations and other related ma tters. A communications commission (NCC 14) accommodates the
convergence of technology, promotes the sound development of communications, protects the

interests of consumers and promotes cultural diversity.

2.12. The Committee on Global Economic and Trade Strateg y created in 2012 functions as a
high -level advisory committee on international economic and trade issues. There have been no
changes to its structure and responsibilities over the review period.

9 For full details of MOEA's responsibilities see online information. Viewed at:
http://www.moea.gov.tw/MNS/english/content/Content.aspx?menu_id=190

10 More detailed information on BOFT responsibilities are available at:
https://www.trade.gov.tw/english/Pages/List.aspx?nodelD=83

1 Online information. Viewed at:
https://www.moea.gov.tw/MNS/otn_e/content/Content .aspx?menu_id=2701

2 Online information. Viewed at:
http://www.moea.gov.tw/MNS/otn_e/content/Content.aspx?menu_id=2701

13 Online information. Viewed at:
https://www.ndc.gov.tw/en/cp.aspx?n=C60222ACEB170E83&s=66EECE3106225E9D .

4 Online information. Viewed at: https://www.ncc.gov.tw/english/content.aspx?site_content_sn=284
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2.13. The Chung -Hua Institution for Economic Research (CIER) conti nues to serve as an economic
and industry -related research policy think -tank making recommendations to the authorities

2.14. Economic, trade and investment goals are contained in the 17 th mid -term development plan
(NDP 2017 -2020) which is the main strategy document, reviewed every four years, for addressing
current development needs. Stimulating the economy is identified as a priority task and in this

regard, Chinese Taipei intends to increase domestic investment and institute structural reforms so

astoadd resslong -standing problems such as low business profits, stagnating wages and companies
migrating abroad. The plan contains six core policies, one of which is "industrial upgrading and an

innovative economy". Under this policy heading, an ecosystem for in dustrial innovation is to be
developed through the promotion of technological innovation, funding assistance, personnel support

and easing of regulations. Certain innovative industries (an Asian Silicon Valley, intelligent
machinery, green energy technolog y, biomedicine, new agriculture and the circular economy) are to

be promoted to add value across all industry sectors. Additionally, emphasis is placed on building a

digital environment and bringing technical innovations to the service sector and on encour aging
innovations in the chip design and semiconductor industries, cultural and creative sectors, lifestyle

industries and other fields with high growth potential such as gaming. Another of the six core policies

emphasises enhancing bilateral ties with tra de partners and diversifying export markets and
products. 15

2.15. A Five-Plus-Two Industries Innovation Plan emphasises accelerating overall industrial
upgrades through innovation and envisages the future of Chinese Taipei's industry as being
characterized by cro ss-industry technology integration. It contains elements of previously
implemented strategies, such as the "Productivity 4.0 Initiative" and the "Industry Upgrading and
Transformation Action Plan", and was formulated to be aligned with the administration's "New
Economic Model" which is focused on sustainable development, innovation, employment and the

distribution of wealth. The target industries for which industrial innovation plans have been
developedinclude sectorssuchas an Asia Silicon Valley; smart machinery; green energy technology ;
defence industry; and biomedical industry . The "Plus -Two" element of the Plan relates to "new
agriculture " and the "circular economy" with the aim of supporting across -the -board industrial
transformation and upgrading.

2.16. A New Southbound Policy, launched in 2016, aims to foster economic cooperation and
integration with ASEAN, South Asia, New Zealand, and Australia. The elaborated work plan is aimed

at realigning the role of Chinese Taipei in Asian development and seeking n ew opportunities and
momentum for its own development. It focuses on the following areas: economic and trade
cooperation, talent exchanges, resource sharing and institutional links and connectivity. Additionally,

resources will be used to promote five new flagship projects: regional agricultural development;
medical and public health cooperation and the development of industrial chains; industrial talent
development; industrial innovation and cooperation; and the NSP forum and youth exchange
programme, and three prospective areas (e = -commerce, tourism, and infrastructure).

2.17. The Forward -looking Infrastructure Development Programme, launched in 2017 with a

30 year view, aims to build the infrastructure needed for Chinese Taipei's development. It contains

funding for eight categories: railway projects; water environments; green energy; digital
infrastructure; urban and rural projects; child care facilities; food safety; and human resources. 16

2.18. Sector -specific trade -related objectives are included in the Agriculture Policy 2015
(Section 4.1).

2.19. Since 2014, trade and investment -related legislation has been amended or introduced in
virtually all areas (Table 2.1).

2.20. Chinese Taipei attaches importance to making its main laws and other regulations transparent

and readily acc essible. Most trade and investment related laws and regulations are available in
English and are accessible on the Internet from the websites maintained by relevant ministries and
agencies or through Chinese Taipei's laws and regulations database
(http://law.moj.gov.tw/ENG/Law/LawSearchLaw.aspx )-

5 Online information. Viewed at:
https://english.ey.gov.tw/News_Hot_Topi c.aspx?n=53CC7B9EC4AE934F&sms=CEDBC95579E256CB
6 Online information. Viewed at:
https://www.ndc.gov.tw/en/Content_List.aspx?n=BCDB1EECF95E18E2&upn=7767B950 199EF590 .
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Table 2.1 Principal trade -related laws, January 2018
Area Law (year of promulgation and the date of last amendment
Trade "Foreign Trade Act " promulgated in 1993, amended 11.12.2013
Investment " Statute for Investment by Foreign Nationals " promulgated in 1954, amended
19.11.1997
E-commerce Electronic Signatures Act promulgated in 2001
Import/export "Foreign Trade Act " promulgated in 1993, amended 11.12.2013
procedures "Enforcement Rules of the Foreign Trade Act " promulgated in 1993, amended
08.07.2010
Regulations Governing Import of Commodities promulgated in 1994, amended
31.07.2012
Regulations Governing Export of Commaodities promulgated in 1993, amended
08.07.2010
Regulations Governing Registration of Exporters and Importers promulgated in 1993,
amended 10.06.2014
Customs Customs Act, promulgated in 1967, amended 18.01.2017
Regulation of Tarif f Quota promulgated in 2001, amended 27.09.2011
Taxation Commodity Tax Act promulgated in 1946, amended 22.11.2017
Income Tax Act promulgated in 1943, amended 07.02.2018
VANVABT Act promulgated in 1931, amended 14.06.2017
TBT The Standards Act promulgate d in 1946, amended 26.11.1997
The Commodity Inspection Act promulgated in 14.12.1932, amended in 11.07.2007
Weight and Measures Act promulgated in 1929, amended 29.01.2009
Enforcement Rules of Weights and Measures Act promulgated in 1929, amended
22.10.200 3
SPS Statute for Prevention and Control of Infectious Animal Diseases promulgated in 1967,
amended 24.12.2014
Plant Protection and Quarantine Act promulgated in 1996, amended 18.06.2014
Act governing Food Safety and Sanitation promulgated in 1975, amended 24.01.2018
Food Administration Act promulgated in 1997, amended 18.06.2014
Competition Fair Trade Act promulgated in 1991, amended 14.06.2017
Government Government Procurement Act promulgated in 1998, amended in 06.01.2016
procurement
Intellectu al Patent Act promulgated in 1944, amended 18.01.2017
property rights Trademark Act promulgated in 1930, amended 30.11.2016
Copyright Act promulgated in 1928, amended 30.11.2016
Trade Secrets Act promulgated in 1996, amended 30.01.2013
Agriculture Agricultural Finance Act promulgated in 2003, amended 18.01.2017
Agricultural Development Act promulgated in 1973, amended 30.11.2016
Agricultural Products Market Transaction Act promulgated in 1981, amended
28.11.2012
Forestry Forestry Act promulgated in 1932, amended 30.11.2016
Fisheries Fisheries Act promulgated in 1929, amended 20.07.2016
Distant Water Fisheries Act promulgated in 1996, amended 20.01.2017
Mining Mining Act promulgated in 1930, amended 30.11.2016
Energy Energy Administration Act pr omulgated in 1980, amended 30.11.2016
Petroleum Administration Act promulgated in 2001, amended 04.06.2014
Natural Gas Enterprise Act promulgated in 2011, amended 25.05.2016
Electricity Act promulgated in 1947, amended 26.01.2017
Renewable Energy Developme  nt Act promulgated in 08.07.2009
Banking Banking Act promulgated in 1931, amended 24.06.2015
Deposit Insurance Act promulgated in 1985, amended 04.02.2015
Foreign Exchange Regulation Act promulgated in 1949, amended 29.04.2009
Insurance Insurance Act promulgated in 1929, amended 31.01.2018
Electronic payment Act Governing Electronic Payment Institutions promulgated in 2015, amended
14.06.2017
Telecommunicatio Telecommunications Act promulgated in 1958, amended 11.12.2013
n
Air Transport Civil Aviatio n Act promulgated in 1953, amended 04.02.2015
Maritime transport Shipping Act promulgated in 1981, amended 22.01.2014
Rail Transport Railway Act promulgated in 1958, amended 09.11.2016
Tourism Act for the Development of Tourism promulgated in 1969, amended 11.01.2017
Source: Information provided by the authorities; and online information. Viewed at:

http://law.moj.gov.tw/ENG/Law/LawSearchlLaw.aspx

http://law.coa.gov.tw/GLRSnewsout/EngLawQuery.aspx

https://law.banking.gov.tw/Eng/FLAW/FLAWQRYO01.aspx?lpcode=02 ; and

http://law.moj.gov.tw/eng/LawClass/L awList.aspx?LC=0118
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2.3 Trade Agreements and Arrangements
231 WTO
2.21. Chinese Taipei has stated that trade remains pivotal to its economic development; it stri ves

to pursue a free and open multilateral trade regime, and actively participates in the WTO discussions

in order to contribute to the formulation of new international trade regulations and eventually to

create greater and more tangible opportunities for all the stakeholders in the ever changing global
trade environment. 17

2.22. Chinese Taipei acceded to the WTO in January 2002 and it grants at least MFN treatment to

WTO Members (exceptions are described in Section 3.1.5.1). It is a signatory to the civil aircraf tand
information technology agreements as well as being party to the Government Procurement
Agreement. In July 2012, Chinese Taipei accepted the 2005 Protocol Amending the TRIPS
Agreement. In April 2014, it accepted the Protocol Amending the Government Pr ocurement
Agreement, and in August 2015, the Protocol concerning the Trade Facilitati on Agreement
(Section 3.1.1). 8 The last TPR of Chinese Taipei was held in 2014. In July 2015, Chinese Taipei
notified the WTO of preferential treatment it grants to servic es and services suppliers of least
developed countries stemming from the WTO LDC Services Waiver (WT/L/847). As set out in the

notification, preferential treatment in mode 3 is granted in 8 services sector s, and for mode 4 in
13 services sectors. 1° Chinese Taipei was a participant in negotiations to expand the ITA, concluded

in December 2015. Under the new Agreement, import duties are to be eliminated on 201 high -tech
products. 2° Between 2013 and 2015, Chinese Taipei's exports of these products averaged

appro ximately US$90 billion per year, and the net profit from tariff reductions was approximately

US$820 million. 2! Among the 201 product items, Chinese Taipei considers that it has a competitive

and export advantage with respect to 136 items. Itis also a parti cipant in plurilateral negotiations

on the Trade in Services Agreement (TiSA) and on environmental goods (EGA).

2.23. Atthe WTO's 11 ™ Ministerial Conference held in 2017, Chinese Taipei joined the following:
the Joint Declaration of Trade and Women's Economic Empowerment; the Joint Ministerial Statement
on Services Domestic Regulation; the Joint Statement on Electronic Commerce; the Declaration on

the Establishment of a WTO Informal Work Programme for MSMEs; the Fossil Fuel Subsidies Reform
Ministerial Statemen t; and the Declaration in Support of the Multilateral Trading System. 22

2.24. Since 2014, Chinese Taipei has participated as a complainant in three new dispute settlement
cases (Table 2.2 ) and has reserved its third party rights in 22 cases. 23 |t has not beeninvo Ived as a
defendant during this period.

17 BOFT (2016), The Development of International Trade 2016 -2017, November 2016. Viewed at:
https://www.trade.gov.tw/english/Pages/List.aspx?nodelD=83

18 WTO online informa tion. Viewed at:
https://www.wto.org/english/tratop_e/tradfa_e/tradfa_agreeacc_e.htm .

1% WTO document S/C/N/811, 27 July 2015. Preferential treatment in mode 3 is granted to : video
tape/motion picture production and distribution services; motion picture projection services; wholesale trade
services of motor vehicles; sales of parts and accessories of motor vehicles; sales of motorcycles and
snowmobiles and related parts and a ccessories; retailing services of motor fuel; freight transportation; and
rental or leasing services concerning aircraft without operators. Preferential treatment in mode 4 is granted to:
publishing services (excluding sound publishing services); rental/le asing services without operators;
building -cleaning services; packaging services; duplicating services; translation and interpretation services;
storage and warehousing services; advertising services; food serving services; photographic services;
telephone answering services; mailing list compilation and mailing services; and, other entertainment services.

20 Products covered by the ITA Expansion include: new generation multi Zomponent integrated circuits
(MCOs), touch screens, GPS navigation equipment, port able interactive electronic education devices, video
game consoles, and medical equipment, such as magnetic resonance imaging products and ultra Aonic
scanning apparatus. Briefing note: the Expansion of Trade in Information Technology Products (ITA
Expansi on), 16 December 2015. Viewed at:
https://www.wto.org/english/news_e/news15_ef/itabriefingnotes161215_e.pdf .

21 BOFT (2016), The Development of International Trade 2016 -2017 , November. Viewed at:
https://www.trade.gov.tw/english/Pages/List.aspx?nodelD=83

22 WTO online information. Viewed at:
https://www.wto.org/english/thewto_e/minist_e/mc11_e/documents_e.htm

2 WTO online information. Viewed at:
https://www.wto.org/english/tratop_e/dispu_e/find_dispu_cases_e.htm
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Table 2.2 WTO dispute settlement cases involving Chinese Taipei,
January 2014 -January 2018

Subject of dispute (WTO Status

document series

Canada & Anti-Dumping Chinese Taipei requested consultations with Canada on 25 June 2014. No
Measures on Imports of Certain mutually agreed solution was reached and Chinese Taipei requested the

Carbon Steel Welded Pipe establishment of a panel on 22 January 2015. The panel was established
(WT/DS482) on 10 March 2015. The panel report was circulated to Members on

21 December 2016. Canada and Chinese Taipei agreed to implement the
DSB's recommendations within a reasonable period of time that is set to
expire on 25 March 2018.

Indonesia & Safeguard on Chinese Taipei requested consultations with Indonesia on
Certain Iron or Steel Products 12 February 2015. No mutually agreed solution was reached and Chinese
(WT/DS490) Taipei requested the establishment of a pa nel on 20 August 2015. The

panel was established on 9 December 2015. The panel report was
circulated on 18 August 2017. Indonesia notified the DSB of appeal to
the AB on 28 September 2017; Chinese Taipei notified the DSB of its
decision to cross -appeal on 3 October 2017.

India & Anti -Dumping Duties on Chinese Taipei requested consultations with India on

USB Flash Drives (WT/DS498) 24 September 2015.

Source: WTO online information. Viewed at:
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds482 e.htm ;
https://www.wto.org/english/tr atop_e/dispu_e/cases_e/ds490_e.htm ; and
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds498 e.htm

2.25. Chinese Taipei has submitted notifications to the WTO in most areas ( Table A2.1). As at
January 2017, notifications were not up to date only in one area (Agreement on Agriculture:

Art. 18:2 domestic support for which the latest notification covers the years 2011 and 2012). It has

not made any notifications under GATS Atrt. [11:3 and GATS  Art. VII:4.

2.3.2 Regional and preferential agreements
2.3.2.1 Regional trade agreements (RTAS)

2.26. AsatJanuary 2018, Chinese Taipei had regional trade agreements (RTAS) in force with China,

El Salvador, Guatemala, Honduras, New Zealand, Nicaragua, Panama, P araguay, and Singapore. All
these RTAs have been notified to the WTO Committee on Regional Trade Agreements (CRTA), with

the exception of the RTA with China (the Cross - Straits Economic Cooperation Framework Agreement
(ECFA)), for which an early announcemen t has been made, and the RTA with Paraguay. The main
features of all of these RTAs together with details of the status of their consideration by the WTO

CRTA, are detailed in Table A2.2. The authorities indicated that the RTA with China will be notified

to the WTO once the follow -up agreements (see below) have been concluded.

2.27. Since the previous review, RTAs have entered into force, with Singapore, New Zealand and
Paraguay.

2.28. Chinese Taipei's RTA with Singapore was signed on 7 November 2013 and entered into fo rce
on 19 April 2014. It was considered in the WTO's CRTA on 30 March 2015. 24 1n2017,Chinese  Taipei's
merchandise trade with Singapore constituted 3.4% of total imports and 5.8% of total exports. The

Agreement covers liberalization of trade in both goods and services. Chinese Taipei's transition
period for tariff liberalization continues until 2028 at which point 99.5% of tariff lines will be duty

free. A total of 46 lines will remain subject to duties. 25 With regard to Singapore, as at 2014, 99.9%

of total lines in its tariff schedules were duty free on an MFN basis; the remaining six lines became
duty -free upon the entry into force of the Agreement. The Agreement also incorporates services
commitments which go beyond the scope of those scheduled under the GATS (Section 4.4). The

24 WTO online information. Viewed at:
http://rtais.wto.org/Ul/PublicShowMemberRTAIDCard.aspx?rtaid=527 .

2 Tariffs will continue to apply in 11 Chapters; in ten chapters, the preferential tariffs are the same as
the MFN rate, while in one (tobacco), the preferential tariff is lower than the MFN rate.
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Agreement, inter alia, contains provisions on: investment; competition; electronic commerce;
government procurement (Section 3.3. 6); and, intellectual property cooperation. 26

2.29. As noted by the authorities, Chinese Taipei's exports of e lectrical and electronic products to
Singapore have been the largest growing export items since the entry into force of the RTA,
accounting for more than 50% of all exports to Singapore. Liberalization of Singapore's tariffs on

certain alcoholic beverages  is expected to boost the share of Chinese Taipei's beer in the Singaporean

market. Exports from Singapore to Chinese Taipei have mainly been items with applied zero tariff

treatment upon the RTA's entry into force such as machines and machine tools, electr ical machinery
and equipment and parts thereof, plastics and articles thereof, rubber and articles thereof, man -
made filaments, dyes and pigments and other colouring matter. Other aspects noted by the

authorities are: an increase in bilateral trade in toba cco and Chinese herbal medicines; an increase

in the number of Chinese Taipei businesses (20%) that self -issue certificates of origin in order to
apply for preferential tariffs under the RTA; promotion of mutual recognition of both parties'
laboratories an d the test reports and compliance certificates issued by them; and promotion of

bilateral investment in telecommunications, cable broadcasting and television, banking and shipping.

2.30. Chinese Taipei's RTA with New Zealand was signed on 10 July 2013 and enter ed into force on
1 December 2013. It was considered in the WTO's CRTA on 10 November 2014. 27 In 2017, Chinese
Taipei's merchandise trade with New Zealand constituted 0.3% of total imports and 0.2% of total

exports. Chinese Taipei's transition period for tar iff liberalization  continues until 2025 at which point
99.9% of tariff lines will be duty free. A total of 11 lines will remain subject to duties; these are rice

and rice products. During the transition period, Chinese Taipei has transitional TRQs on two p roducts
T liquid milk and deer velvet. New Zealand was to liberalize all tariff lines by 2017. The Agreement

incorporates services commitments which go beyond the scope of those scheduled under the GATS

(Section 4.4). The Agreement, inter alia, also contai ns provisions on investment, competition,
electronic commerce, government procurement (Section 3.3. 6), intellectual property, labour and
environment issues, and cooperation on indigenous issues. 28 |t contains a "self -certification"

("self -declaration") system for origin determination. An arrangement to recognize compliance with

Good Laboratory Practice was signed by the two parties in 2017. The authorities indicated that since

entry into force of the RTA with New Zealand, bilateral trade ha s steadily grown; New Zealand's
exports to Chinese Taipei have grown by 30%, dominated by agricultural products, while Chinese

Taipei's exports to New  Zealand grew by 7%, primarily industrial products.

2.31. On12July 2017, Chinese Taipei and Paraguay signed a n Agreement on Economic Cooperation
providing for limited reciprocal tariff liberalization as well as cooperation between the parties in
various areas (technological and technical cooperation; small and medium enterprises; investment

promotion; customs; TB  T; and SPS). This agreement entered into force on 28 February 2018. Under
the agreement, Chinese Taipei committed to reduce to zero over a five -year period, customs duties
on 54 tariff lines at the HS 8-digit level, in areas including: beef; starch; fruit juice; tea or mate;

animal food; certain essential oils; certain soaps; various wood products and certain footwear.

Paraguay provides preferential tariff rates for 19 products. The tariff rate for five of these products

is zero (sodium hydroxide, other non -ionic organic surface -active agents, polyethylene
terephthalate, other self  -adhesive plates, and self -adhesive paper and paperboard). The other
preferential tariff rates range between 4% and 18% and apply to items including: printing inks;

plastic tablewa re; sportswear; iron/steel articles; hand tools; table fans; bicycles and fishing reels. 29

2.32. There have been no further developments with respect to agreements on trade in goods,
trade in services or dispute settlement under the Cross - Straits Economic Coopera tion Agreement
with China since 2014.  3°

26 WTO document WT/REG350/1, 19 January 2015.

27 WTO online in formation. Viewed at:
http://rtais.wto.org/Ul/PublicShowMemberRTAIDCard.aspx?rtaid=874

28 WTO document WT/REG348/1, 16 July 2014.

2% Online information. Viewed at:
https://www.trade.gov.tw/english/Pages/Detail.aspx?nodelD=1838&pid=624240 .

30 The Cross - Strait Investment Protection and Promotion Agreement was signed in August 2012 and
entered into force in February 2013. The draft Trade in Services Agreement was concluded and signed in
June 2013, and ratification is pending. The negotiations on trade in goods and dispute settlement have not yet
been concluded.
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2.33. No other RTAs are being negotiated. However, Chinese Taipei continues to seek to join the

CPTPP and is undertaking preparatory work, inter alia , by updating its CPTPP impact assessment
study, performing regime gap ana lysis, and through adjustment and support outreach. st
Chinese Taipei also seeks to participate in the RCEP and other sub -regional economic integration
efforts.

2.3.2.2 Preferential trade agreements

2.34. Chinese Taipei continues to offer non -reciprocal trade preferences to all least developed
countries (LDCs) designated as such by the United Nations. The 163 tariff lines covered by the PTA

have a tariff rate of zero. Goods imported from these countries are regarded as originating if the

goods are wholly obtained, or the r egional value content ratio is more than 50%; preferential
certificates of origin must be issued and certified by the LDCs respective governments. 32 Among
Chinese Taipei's biggest trading partners within the LDC group, preferential treatment is most used

by Bangladesh (77% of its imports entered Chinese Taipei using preferential tariffs in 2017),

Cambodia (92%) and Myanmar (79%) (Table A2.3).

2.35. Chinese Taipei is among the four non -LDC WTO Members who receive GSP (Generalized
System of Preferences) treatment fr om Australia. 32 It is eligible for preferential tariffs on 181 tariff

lines (43 are agricultural goods and 138 non -agricultural), of which 164 are duty -free lines
(27 agricultural goods and 137 non -agricultural goods). 34

2.3.3 Other agreements and arrangements
2331 APEC

2.36. Chinese Taipei has been a member of APEC since 1991. In November 2017, APEC member
economies reaffirmed their commitment to achieve free and open trade and investment in the region

by 2020. The members pledged to continue working together to promote inn ovative growth,
inclusion and sustainable employment; create new drivers for regional economic integration;

strengthen the capacity and innovation of MSMES; enhance food security and sustainable agriculture

in response to climate change; and foster a share d future. 35 Asindicated by the authorities, Chinese
Taipei continues to be an active participant in different meetings. It has proposed initiatives and

organized seminars and meetings in accordance with the theme set by the host economy while
promotingtra dein goods and services as well as the reduction of obstacles to commercial activities. 36

2.4 Investment Regime
2.4.1 General investment regime

2.37. Chinese Taipei continues its policy of encouraging investment to provide a new engine for

economic growth. An investment commission (MOEAIC) under the MOEA remains in charge of
matters relating to the screening and approval of inward investment and technical cooperation as

well as outward investment. 37 |n addition, the Department of Investment Services under the MOEA

provide s single one -stop investment information services relating to planning, launching and
expanding investments in Chinese Taipei. It promotes investments in the "5+2" innovative industries

(see above). For the promotion of these sectors, Chinese Taipei is usi ng both tax and non -tax
incentives including, inter alia: tax credits, support related to assigning/licensing IPRs

31 The authorities indicated that Chinese Taipei's bilateral trade with the 11 CPTPP economies accounted
for 25.3% of total trade in 2016 (21.8% of exports and 29.4% of imports) as well as 55% of inward
investment flows.

32 WTO online information. Viewed at:
http://ptadb.wto.org/docs/ChineseTaipei_LDC/2012/Chinese%20Taipei%20guide%202012%20En.pdf

33 The other three Members are Singapore; Korea (Rep. of); and Hong Kong, China.

3 WTO onlin e information. Viewed at: http://ptadb.wto.org/ptaTradelnfo.aspx

35 APEC online information. Viewed at: https://w ww.apec.org/Meeting  -Papers/Leaders -
Declarations/2017/2017_aelm

3¢ Online information. Viewed at: https://www.trade.gov.tw/english/Pages/List.aspx?nodelD=83

37 Online information. Viewed at: https://www.moeaic.gov.tw/about.view?type=atlo&lang=en
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(Section 3.3. 7), payments from assigning/licensing IPRs, R&D subsidies, such as partial R&D and
employee training expenditure reimbursement, and low interest loans. 38

2.38. Since the previous review, there have been no chang es to the legal framework.
2012 amendments to the "Statute for Investment by Foreign Nationals" were not passed by the

legislature. 3° Given this development, the MOEA has been condu cting acomprehensivere  -evaluation
of the current draft amendments. It has sought public comments and is working to put together all

relevant opinions. Thereafter it will revise the draft of the amendment and submit it through the

regular legislative proc  ess. In this context, the authorities indicated that consideration is being given

to removing the pre -investment screening/review requirement and replacing it with a post -
investment registration mechanism.

2.39. Chinese Taipei also provides a range of tax incent ives for investments in various sectors.
These tax incentives include: VAT exemptions; tax credits; exemptions from stamp, deed, securities

transaction, business, land value and house taxes; five -year tax holidays; tax deferrals for
acquisition of shares;  and tax exemptions on royalty payments. 40 |n addition, favourable conditions
exist for investors in free trade zones. These conditions include, inter alia, exemptions from
(i) customs duty; (ii) commodity, business, tobacco and liquor taxes; (iii) public he alth and welfare
duties on tobacco products; and (iv) trade promotion service fees and harbour service fees. 41

2.40. Chinese Taipei does not impose any limitations on the amount of investment capital. If an
investor holds more than one -third of total shares or co ntributed more than one third of total capital,

then the reinvestment to be made by the invested enterprise must be approved by the MOEA. 42
According to the Statute (Article 7), potential investors are prohibited from investing in industries

that may negati vely affect security, public order, good customs and practices, or health; and those

which are prohibited by the law. Chinese Taipei's negative list (prohibited and restricted industries)

for inward investment is a compilation of restrictions contained in different laws. It was amended in
February 2018 with overseas investment  being allowed in ship leasing services, wheat cultivation,
buckwheat cultivation, job's tears (adlay) cultivation, and protected cultivation of organic vegetables

(limited to plantfa  ctories only) (Table A2.4).

2.41. Inthe case of expropriation/acquisition of an invested enterprise, the investor will be entitled

to a reasonable compensation provided the investment accounts for less than 45% of the total capital

amount of the invested enter prise. If the investment accounts for 45% or more of the total capital

amount of the enterprise in which the investment is directed, the invested enterprise is not subject

to requisition or expropriation, as long as the said capital contribution rate of th e investor remains
unchanged for a period of twenty years after the commencement of business of the invested
enterprise. “3

2.42. During the review period, a bilateral investment treaty (BIT) with the Philippines was
renegotiated and entered into force in 2018. Se ven new double -taxation agreements have entered
into force, with Kiribati, Luxembourg, Austria, Italy, Japan, Canada and Poland. A new double
taxation agreement (DTA) on shipping and air transport entered into force with Macao, China. The

3% Online information. Viewed at: http://investtaiwan.nat.gov.tw/showPage?lang=eng&search=reward

% The amendments were aimed at loosening restrictions so that investors may report to the competent
authority after investing in Chinese Taipei. Around 80% of FDI projects wer e expected to benefit from the new
policy, which, according to the authorities, should have not only streamlined and facilitated the investment
application but also made the FDI regime considerably more investor -friendly. WTO document WT/REG268/1,
21 Septe mber 2010.

40 More detailed information on these tax incentives is available, inter alia, in the Statute for Innovation

(for tax credits); Business Mergers and Acquisitions Law (for stamp, deed, securities transaction, and business
tax exemptions); New Phar ~ maceutical Development Act (for trainings, investment tax credits etc.); and
Income Tax Act (for tax exemption on royalty payment).

41 Online information. Viewed at:
http://investtaiwan.nat.gov.tw/showPageeng10310016?lang=eng&search=10310016 .

42 Investment can be made in the form of: cash, machinery and equipment or raw materials for own
use; patent right, trademark right, copyright, technical know -how or other intelle  ctual property right; and
other property in which the investor may invest under the Competent Authority's approval. Articles 5 and 6 of
the Statute. Viewed at: http://law.moj.gov tw/Eng/LawClass/LawAll.aspx?PCode=J0040002

43 Statute for Investment by Foreign Nationals”, Article 14. Viewed at:
http://law.moj.gov.tw/Eng/LawClass/LawAll.aspx?PCode=J0040002
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Singapore i Chinese Taipei RTA which entered into force in 2014 contains investment provisions
(Box 2.1).

Box 2.1 Investment framework, January 2018

RTAs with investment provisions (date of entry into force):

Singapore i Chinese Taipei (19/04/2014); New Zealand i Chinese Taipei (01/07/2013); China T Chinese Taipei
(01/09/2010); Nicaragua i Chinese  Taipei (01/01/2008); Guatemala i Chinese  Taipei (01/07/2006);
Panama -Chinese Taipei (01/01/2004).

BITs in force (date of ent ry into force):

Argentina (1993); Belize (1999); Burkina Faso (2003); China (2013); Costa Rica (2004); Dominican Republic (2001);

El Salvador (1997); The Gambia (2010); Guatemala (2001); Honduras (1996); India (2002); Indonesia (1990);
Japan (2012); Liberia (2000); Malawi (1995); Malaysia (1993), Marshal Islands (1999); Nicaragua (1993); Nigeria
(1994); Panama (1992); Paraguay (1992); Philippines (2018); Saint Vincent and the Grenadines (2010);
Saudi Arabia (2000); Senegal (2007); Singapore (1990); Sw aziland (1998); Thailand (1996); The former Yugoslav

Republic of Macedonia (1999); United States (1952); and Viet Nam (1993).
DTAs in force (date of entry into force)

Australia (1996); Indonesia (1996); Malaysia (1999); New Zealand (1997); Singapore (198 2); Viet Nam (1998);
Thailand (signed in 1999, not in force); South Africa (1996); The Gambia (1998); Swaziland (1999); The former
Yugoslav Republic of Macedonia (1999); the Netherlands (2001); the United Kingdom (2002); Senegal (signed in

2004); Sweden (2 004); Belgium (2005); Denmark (2005); Israel (2010); Paraguay (2010); Hungary (2010);

France (2011); India (2011); Slovakia (2011); Switzerland (2011); Germany (2012); Thailand (2012);

Kiribati (2014); Luxembourg (2014); Austria (2014); Italy (2015); Japan (2016); Canada (2016); and Poland (2016).

DTAs (shipping and air transport)

The Netherlands (air transport 1983, shipping 1988); Thailand (1984); Luxembourg (1985); Germany (1988);

United States (1988); European Union (1990); Japan (1990); Sweden (1990); Republic of Korea (1991);
Norway (1991); Canada (1995); and Macao, China (2017).

Source: UNCTAD Investment Policy Hub online information. Viewed at:
http://invest _mentpolicyhub.unctad.org/llIA/CountryBits/205#iialnnerMenu ; and Bureau of Foreign
Trade online information. Viewed at:
https://www.trade.gov.tw/english/Pages/List.aspx?nodelD=663

2.4.2 Business environment

2.43. During the review period, Chinese Taipei slightly improved its ranking relating to the
environment for business, trade and investment according to the World Bank's Doing Business

reports. In 2018, it was ranked in 15 t place out of 190  economies in comparison to 16 th place out
of 189 economies in 2014. Chinese Taipei improved its performance with respect to starting a

business, dealing with construction permits, getting electricity, registering property, protecting

minority investors, p  aying taxes, and enforcing contracts. Procedures related to getting credit,

trading, and resolving insolvency have reportedly become more cumbersome. 44

2.44. However, the World Economic Forum's 2017 -2018 Global Competitiveness Index showed a
poorer performance o f Chinese Taipei compared to that in 2013 -2014 (15 ™ place out of
137 economies in the World Economic Forum's 2017 -2018 Global Competitiveness Index compared

to 12 ™ place out of 148 economies in 2013 -2014). The most concerning areas remain: policy
instabi lity, restrictive labour regulations, an inefficient capacity to innovate and bureaucracy. It

improved its rankings on access to financing, combatting corruption, tax regulations and rates. 45

2.45. Realizing the obstacles that companies are facing, the Small and Medium Enterprise
Administration (SMEA) of the MOEA, aims to: (1) create a healthy environment for the development

4 World Bank (2018),  Doing Business 2018: Reforming to create jobs . Viewed at:
http://www.doingbusiness.org/~/media/WBG/DoingBu siness/Documents/Annual  -Reports/English/DB2018  -Full-
Report.pdf _ (p. 197); World Bank (2014), Doing Business 2014: Understanding Regulations for Small and
Medium -Size Enterprises . Viewed at:
http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual -Reports/English/DB14  -Full-
Report.pdf .

4 WEF (2017), The Global Competitiveness Report 2017 -2018 . Viewed at:
http://www3.weforum.org/docs/GCR2017 -
2018/05FullReport/TheGlobalCompetitivenessReport2017%E2%80%932018.pdf ; WEF (2012), The Global

Competitiveness Repo  rt 2013 -2014 . Viewed at:
http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport 2013 -14.pdf .
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and growth of SMEs; (2) enhance SMEs' informati on technology capabilities; (3) optimize SMEs'
operational management capabilities; (4) promo te sound development of SME finance; and (5) build
a platform for enterprise start -up and incubation. 46 In addition, the 2017 Business Development
Policy focuses on enterprise promotion in three key sectors: (1) e-commerce; (2) smart logistics,
and (3) inte rnationalization  of the food and beverage industry. 47

2.46. As outlined in the 2016 Asia Silicon Valley Development Plan, the authorities are focusing on
optimizing Chinese Taipei's start -up and entrepreneurship ecosystem; enhancing linkages with
renowned technical clusters worldwide by forging connections with the research and development
capabilities; building a complete Internet of Things (IoT) supply chain by integrating hardware
advantages into software applications; and constructing diversified demons tration sites for smart
products and services. 48

2.47. During the review period, Chinese Taipei introduced some amendments to the legal
framework. The 2015 amendments to the Company Act, which regulates the organization,
registration, and establishment -related matters for profit -making companies, allowed the
incorporation of closed companies in order to create more flexibility for entrepreneurs and

start -ups. “° Further draft amendments have been approved by the executive branch and are pending

ratification by the legislature. These are intended to create a friendlier environment for start -ups
and entrepreneurs, improve corporate governance, enhance the rights and interests of shareholders,
increase compliance with international money laundering norms and boost ent erprises' operational

flexibility, management efficiency and digitalization efforts. The Act for Development of Small and
Medium Enterprises, reviewed in January 2016, aims to enhance sound development of SMEs by
helping them improve their operation enviro nments, promoting mutual cooperation, and assisting
them in striving for growth with their own efforts. 50

2.48. Specific changes for the recruitment of overseas professionals, introduced by a 2017 Act in

this area, comprise: (i) relaxation of regulations on work , visa, and residence, including extension
of work permits from three to five years, employment -seeking visas for overseas professionals, and
permitting cram schools to hire overseas teachers; (ii) easing of provisions related to stay or
residence of paren ts, spouses and children; and (iii) benefits on retirement, insurance and tax,
namely, inclusion in the retirement pension system of overseas professionals with permanent

residence status, abolition of the minimum residence requirement to participate in pu blic health
insurance, and tax benefits for professionals with an income of more than NT$3 million per year. 51
2.49. An online portal, Company, Business and Limited Partnership One -Stop Services Request

(https://onestop. _ nat.gov.tw ), established in 2011, aids companies to simplify the procedures for
business setups and expands the service menu offered to enhance the facility of the operating
business environment. %2

2.50. The legal regime for e -commerce in Chinese Taipei includes, inter alia , the Electronic
Signature Act which aims to (1) promote universal applications of electronic transactions, (2) ensure
the security of electronic transactions, (3) promote e -government and e -commerce development,

and (4) enable electronic signat ures to have the same function as those in actual documents or
general signatures/seals. In addition, Enforcement Rules of the Electronic Signatures Act were

46 Small and Medium Enterprise Administration online information. Viewed at:
http://www.moeasmea.gov.tw/ct.asp?xltem=204&CtNode=317&mp=2 .

47 Commerce Industrial Services Portal online information.  Viewed at:
http://gcis.nat.gov.tw/mainNew/English/subclassEnAction.do?method=getFile&pk=160

48 Online information. Viewed at:
https://www.ndc.gov.tw/en/Content_List.aspx?n=90BEB862317E93FC&upn=7B70255F66FBIDF5

4% More detailed information on relevant regulation is available at the Commerce Industria | Service
Portal. Viewed at:  http://gcis.nat.gov.tw/mainNew/English/subclassEnAction.do?method=getFile&pk=96 ; Law
Source Retrieving System of Business and Indus try. Viewed at:
http://gcis.nat.gov.tw/elaw/English/lawEnDtlAction.do?method=browse ; and 2017 Business Development

Policy. Viewed at:  http://gcis.nat.gov.tw/mainNew/English/subclassEnAction.do?method=getFile&pk=160

50" Act for Development of Small and Medium Enterprises, Article 1. Viewed at:
http://www.moeasmea.gov.tw/Ip.asp?ctNode=299&CtUnit=78&BaseDSD=7&mp=2 .

51 "Act for the Recruitment of Foreign Professionals" (approved on 7 November 2017). Viewed at:
https://www.ndc.gov.tw/en/News_Content.aspx?n=0E2DCBAA6CB72F12&sms=B079565EECDD8520&s=225AB

A2660D863FE .
52 More detailed information on company registration is available at the Commerce Industrial Services
Portal. Viewed at:  http:/gcis.nat.gov.tw/mainNew/English/index.jsp
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formulated to facilitate the promotion and implementation of the electronic signatures. Further
regulations in this area include the "Regulations on Required Information for Certification Practice
Statements" and the "Regulations Governing Permission of Foreign Certification Service Providers". 53
2.51. Chinese Taipei has generally improved its ranking in vari ous transparency indices. In 2016, it
ranked 31 st (36™ in 2014) out of 176 economies in Transparency International's Corruption
Perception Index (CPI), which measures the perceived level of public sector corruption. 54 |n 2016,
it had one of the top places in the Customs Transparency Index in the Global Enabling Trade Report. 55

2.52. In 2015, Chinese Taipei passed the Act to implement the United Nations Convention against
Corruption (UNCAC Act); relevant agencies are in the process of preparing, promoting and

imple menting the convention within their functions. In addition, in 2016, Chinese Taipei amended

its Integrity Building Action Plan to, inter alia, strengthen the responsibility system, promote
openness and transparency, conduct indicator research, implement a code of conduct for civil
servants, and encourage social participation.

5% Online information.  Viewed at:
http://gcis.nat.gov.tw/mainNew/English/subclassEnAction.do?method=getFile&pk=96 .

54 Chinese Taipei is not a party of the 2005 United Nations Convent ion against Corruption (UNCAC).
Under this Convention, parties are required to establish criminal and other offences to cover a wide range of
acts of corruption. UNODC online information. Viewed at:

https://www.unodc.org/unodc/en/treaties/CAC/signatories.html ; and Transparency International online
information. Viewed at: https://www.transpar ency.org/news/feature/corruption_perceptions_index_2016

5 Index of transparency of procedures and regulations related to customs clearance, 0 i 1 (best). WEF
online information. Viewed at: http://reports.weforum.org/global -enabling -trade -report -2016/enabling -trade -

rankings/#series=CUSTTRANSPIND
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3 TRADE POLICIES AND P RACTICES BY MEASURE

3.1. Since its previous Trade Policy Review, the general thrust of the Separate Customs Territory of
Taiwan, Penghu, Kinmen and Matsu's (Chinese Taipei) t rade policy has remained relatively
unchanged. While no unilateral liberalization has been undertaken, ther e have been policy

developments in certain areas including trade facilitation, tariffs, preferential trade agreements,
sanitary and phytosanitary requirements, government procurement, competition policy, and
intellectual property rights.

3.2. The tariff is one  of the main trade policy instruments; its complexity and peak rates have
remained unchanged. All tariff rates/lines are bound and the small gap between the simple averages

of the MFN applied and bound rates ensures largely predictable and stable market ac cess conditions.

In addition to other charges, an ad valorem based trade promotion service fee continues to be
collected on incoming and outgoing merchandise; harbour dues for overseas routes remain higher

than for domestic routes. Import prohibitions, res trictions and licensing remain in place. The
legislative framework governing anti -dumping and countervailing measures was revised in certain
areas and anti -dumping action remained relatively stable; price - or volume -triggered special
safeguards (SSG) actio n continued to be taken. The share of standards harmonized with
international standards increased. The quarantine fee for certain incoming and outgoing items

continues to be charged on an ad valorem basis.

3.3. During the review period, the scope of export pro hibitions and licensing was expanded. Export
loans, guarantees and credit insurance at preferential terms have assisted manufacturers expand

export markets in line with the New Southbound Policy objectives. Measures involving various tax

and non -tax conces sions such as grants, and low  -interest loans continued to support production and
trade.

3.4. Public-sector involvement in the economy in several areas persists as privatization efforts

remain widely opposed. Chinese Taipei continues to use government procureme nt to support SMEs,
environment -friendly products, indigenous suppliers and people with disabilities for contracts not

subject to commitments under international agreements (e.g. GPA). The competition policy
regulatory framework has been subject to the lar gest reforms since its entry into force; price
monitoring and/or stabilization measures remain in place. Consumers' rights were generally
strengthened. Chinese Taipei's intellectual property rights legislation has been strengthened and its

overall IPR enfo rcement system continued to ensure protection to rights holders.

3.1 Measures Directly Affecting Imports
3.1.1 Customs procedures, valuation, and requirements
3.1.1.1  Customs procedures

3.5. During the review period, the basic customs legislation, i.e. the Customs Act and its
Enforcement Rules, remained virtually unchanged. 11n 2014, the Customs Act was amended to clarify
the rights and duties of carriers and forwarders by: allowing freight forwarders to present their

manifest to Customs and operate their transit and transhipmen t business; providing the legal basis
for businesses to use self -prepared seals; and, stipulating that self -use machinery and equipment
imported by a bonded factory be exempt from customs duties if not moved to an unbonded area

within five years of the dat e of importation. In November 2016, the Customs Act was further
amended in several areas including the application for advance ruling with regard to the origin of

imported goods (see below), requirements for temporary storage and bonding of unclearanced

goods, the origin of the goods, the conversion of the price of incoming goods to NT dollars at an
exchange rate announced by Customs, and additional penalties and procedures for a variety of
customs -related infractions. 2 The Customs Administration, under the Ministry of Finance (MOF),
continues to implement customs legislation whereas other agencies, such as the Council of
Agriculture and the Department of Health and Welfare, are involved in SPS inspection and licensing
procedures at the border (Sections 3.1. 5.2and 3.3. 3).

1 WTO document WT/TPR/S/302/Rev.1, 18 December 2015.
2 Online information . Viewed at:
http://www.internationaltradecomplianceupdate.com/2017/02/03/taiwan -amendments -to-the -customs -act/ .
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3.6. Registration requirements remain in place. In order to engage in import/export business, a

firm must register as an importer/exporter with the Bureau of Foreign Trade (BOFT) under the

Ministry of Economic Affairs (MOEA). 3 Branch offices of  overseas firms registered with the authorities

may apply for registration. Other than these branch offices, non -permanent residents are not
normally allowed to engage in import/export activities on a professional basis. An exporter/importer

whose trade pe rformance in the preceding year has attained a prescribed turnover, may benefit

from certain preferences. * The use of customs brokers remains voluntary. A customs broker who
satisfies certain criteria may seek approval for a reduced inspection ratio, valid for one year
(renewable). °

3.7. Documentation requirements involving an import declaration submitted along with a bill of
invoice, packing list and relevant documents have remained unchanged. Import declarations must

be lodged within 15 days of arrival of th e shipment. Importers may submit a "pre -entry declaration”.
Pre-entry declared goods may be released by Customs; they may be for import through a specific
regional customs house or for import through all customs houses in Chinese Taipei. & The usage rate

of pre -entry declaration rose from 10% of total general declarations in 2011 to 20% in 2014, 17.6%
in 2015, and 18.4% in 2016.

3.8. Since August 2013, Customs has operated the Customs -Port - Trade (CPT) Single Window, which
allows documentation related to customs procedures including customs declarations, trade licensing
and SPS permits, to be submitted and processed electronically. 7 As from 11 November 2015, by

simply transmitting the completed consolidated import declaration with relevant permits to the CPT

Singl e Window System, importers are allowed to file their import declaration to Customs while
simultaneously applying to licensing agencies for inspection, thus enhancing the integration of
interagency business services and simplifying clearance procedures. 8 Traders who link to the CPT
Single Window through a private information network service provider must pay transmission fees

whose ceiling is regulated by the MOF. According to the authorities, 99.99% (99.95% in 2013) of
customs declarations were processed el ectronically in 2017, and 70.93% (67% in 2013) of customs

duties were paid online.  °

3.9. Customs may grant authorized economic operator (AEO) status to ten categories of "economic

operators in the supply chain". 10 There are two types of AEOs, General AEOs (AEO -G, involving
importers/exporters) and Security and Safety AEOs (AEO -S). The benefits of AEO status depend on
the type of certificate granted to the economic operator, and could include fewer customs controls

(such as less documentation examination and redu ced random inspection rate), simplified customs
procedures, and flexibility in customs duties payment. 11 AEO programme participation is voluntary.

As at March 2018, there were 699 (618 in 2014) AEOs of which 125 were importers and

3 Article 9, the "Foreign Trade Act". The BOFT maintains a directory of registered importers/exporters
Viewed at:  http://www.trade.gov.tw/english/Pages/List.aspx?nodelD=115 .

4 Article 9 -1, the "Foreign Trade Act". Preferen ces include reduction/exemption in service fees charged
by TAITRA, a higher credit line of loans for export -brand -promotion activities, and listing in a BOFT directory.

5 The detailed criteria are listed in the Operation Directions for Customs Brokers App lication for Lowering
Goods Inspection Ratio. Viewed at: http://web.customs.gov.tw/ct.asp?xltem=51578&ctNode=5831 [in
Chinese].

5 Article 4, the Regulations Governing the pre -entry Customs Declaration of Import/Export Goods.
Viewed at:  https:/law.moj.gov.tw/Eng/LawClass/LawAll.aspx?PCode=G0350012

” The CPT Single Window is an integrated paperless infrastructure for customs clearance documents,
and exchange of trade documents and document verification. More information is available in WTO document
WT/TPR/S/302/Rev.1, 18 December 2015.

8 Ministry of Finan ce (2016), Government Finance - 2016 , July.

9 Presentation by the Customs Administration/Ministry of Finance titled "The Current Status of WTO TFA
(Trade Facilitation Agreement) Implementation of The Separate Customs Territory of Taiwan, Penghu, Kinmen
and Matsu ".

10 "Economic operators in the supply chain” refers to operators involved in the international movement
of goods, such as importers, exporters, manufacturers, customs brokers, freight forwarders, shipping agents,
warehouse operators, highway carrie rs, sea carriers, and air carriers. WTO document WT/TPR/S/302/Rev.1,
18 December 2015.

11 Under the AEO scheme, the minimum inspection ratio and quickest customs clearance cut more than
four hours of clearance time for each container and save inspection fe es amounting to NT$8,000 (general
inspection fee) to NT$20,000 (container clearance charge). Online Asia Today article , 10 March 2013 . Viewed
at: http://www.asiatoday.c om/pressrelease/taiwan __ -us-sign -aeo-and -c-tpat -mra .
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125 exporters. 12 Chinese Ta ipei maintains AEO mutual recognition agreements (MRAs) with the
United States (November 2012), Singapore (July 2013), Israel (December 2013) and the Republic
of Korea (December 2015); AEOs recognized by the customs authorities of these Members enjoy

the b enefits of trade facilitation in Chinese Taipei, and vice versa.®® A pilot AEO programme with
China has been implemented from October 2016. An action plan regarding an AEO MRA with India
has been in place since 11 October 2017. Work for the negotiation of AEO MRAs with other trading
partners (e.g. the European Union and Japan) has been ongoing. 14

3.10. Customs clearance for shipments may be carried out under one of the following three modes:

"by -pass”, "document review" or "document review and physical inspection” , determined by
computerized selectivity criteria based on various factors, including the reputation of
importers/exporters, duty rates, and origin of imports (or destination of exports). 15 Physical
inspections are, in general, carried out based on the resu Its of risk assessment. Chinese Taipei
conducted time release studies (TRS) in line with the World Customs Organization's guidelines in

2011 and 2014. 1¢ Since January 2017, Customs has operated a TRS online system allowing online

public consultation of rele  vant data on the "broad  -sense release time" (time required from arrival to
release of containerized goods) gathered after 2016. As at 2017, the average time required from

arrival to removal of goods was 5 days, 23 hours and 33 minutes for sea cargo, compar ed to 4 days,
21 hours and 50 minutes in 2014; this rise was apparently due to additional control and safety

measures introduced since 2014. Regarding air cargo, the average time was 1 day, 13 hours and
27 minutes, compared to 1 day, 9 hours and 28 minutes in 2014. According to the authorities, the
major release bottleneck is the efficiency of licensing agencies in reviewing and certifying the
import/export licences.

3.11. Simplified customs clearance for imports valued under NT$50,000 remain in place. Since
1 January 2018, single shipments valued below NT$2,000 (previously NT$3,000) have been exempt

from customs duties and taxes. 17 However, this regulation is not applicable to frequently imported

or special goods prescribed by the MOF. Chinese Taipei maintains a Power of Attorney (PoA)
requirement forlow -value non -dutiable incoming B2C shipments but this does not cover e -commerce
which is taken care of by courier services; transportation and logistics operators assume all liabilities

arising from the POA  requirement rather than the person responsible for breaches of the law. 18 In
practice, the majority of B2C imports are consigned by express carriers or operators. They are

required to provide a PoA with regard to a particular consignment upon the request of Customs. In

general, the presentation of a PoA is required if indications of a false declaration have been found
by Customs.

3.12. During the review period, Chinese Taipei undertook several trade facilitation initiatives. 9t
accepted the WTO Trade Facilitation Agreement (TFA) on 17 August 2015; its Category A notification
indicating which provisions of the TFA it intended to implement upon entry into force of the

Agreement had already been submitted in June 2014 (Table A2.1). Work was undertaken to ensure

a smo oth integration of online operations with the CPT Single Window. 20 Electronic certificates of

12 presentation by H. H. Huang at the 19 -22 September 2016 IEEE International Conference on
Management of Innovation and Technology (ICMIT). Viewed at:
http://ieeexplore.ieee.org/document/7605028/

13 Ministry of Finance (2016), Government Finance - 2016 , July.

14 Presentation by H. H. Huang at the 19 -22 September 2016 IEEE International Conference on
Management of Innovation and Technology (ICMIT). Viewed at:
http://ieeexplore.ieee.org/document/7605028/

15 The by -pass mode requires no document review or physical inspection. The "document review and

physical inspection" mode is conducted on the principle of random  -select inspection, unless a thorough
inspection is deemed necessary.
16 Undated Presentation by the Customs Administration/Ministry of Finance titled " The Current Status of
WTO TFA (Trade Facilitation Agreement) Implementation of Th e Separate Customs Territory of Taiwan,
Penghu, Kinmen and Matsu "
17 Article 49 of the Customs Act stipulates that the ceiling of customs exemptions ( de minimis threshold)

is prescribed by the MOF.
18 ECCT (2016), 2017 Position Papers , 10 November. Viewed at: http://www.ecct.com.tw/

19 Ministry of Economic Affairs/Bureau of Foreign Trade (2016), The Development of International Trade
2016 -2017 .
20 The BOFT has been modifying the Import/Export Li censing System (covering 13 categories of

documents including import/export permits, etc.), the Online Operation System for Certificates of Origin and
Certificates of Processing, the System for Management of Exporter/Importer Registration and Classificatio n of
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origin (ECO) mechanisms have been established with both China and the Republic of Korea; a
Memorandum of Understanding (MOU) with Viet Nam on Collaboration on the Project for the Cross -
border Exchange of Certificates of Origin was signed in July 2015, and work on an MOU on ECO with

Belgium was signed in November 2016. The Maritime Express Handling Units of Taipei Harbour
International Logistics Corporation and a "Ta iwan International Ports Logistics Corporation”,
providing facilitated customs clearance services, such as round -the -clock simplified declaration and
establishing cross -strait express corridors for sea cargoes, were launched on 30 April 2015 and
20 October 2015, respectively; both corporations are privately owned. Since June 2015, the latest

advance import cargo information system has been in place thus marking the full completion of its

Advance Cargo Import Information System. 21 In2015,a programme of inte lligent mobile inspection
enabling customs inspections through a platform built with 4G internet connection or wireless mobile

devices has been established for real -time inspection information to be received, thus raising the
efficiency of inspection and ¢ learance.

3.13. According to World Bank Doing Business data, in 2017 Chinese Taipei stood 55 th out of
190 economies in the ease of trading across borders, lower than a number of economies in the
region and its 18 " position (out of 189 economies) in 2013. 22 At t he same time, it ranked 35 t out

of 136 economies in the World Economic Forum's (WEF) Enabling Trade Index 2016 rankings
comparedto 29 ™ outof 134 economies in 2014, whereas regarding domestic market access it ranked

74" and 67 ™ respectively; in terms of efficiency and transparency of border administration it ranked

33 and 26 ™ respectively. 23 According to the authorities, these drops relate inter alia to the same
measures that raised the clearance times (see above). According to World Bank Doing Busin ess
data, in 2016 importing a shipment of goods required customs (clearance and inspections) and port

or border handling equivalent to 34.5 hours and US$155.4, and 12.9 hours and US$185, respectively

as well as 5 documents. In 2013, importing a shipment re quired 6 documents, took 10 days and
cost US$720. 24 According to the WEF, in 2015 the most problematic factors for importing were

mainly: tariffs and non  -tariff barriers; high cost or delays caused by international transportation;
burdensome import procedur es; domestic technical requirements and standards; and, high cost or

delays caused by domestic transportation.

3.14. Customs legislation and related operational guidelines are available online. 2 In 2017,
Customs deployed advanced infrastructure with cloud comput ing services and also re  -designed its
official website by introducing responsive web design (RWD) technology allowing for easy access

with various mobile devices anytime and anywhere. 26 Under the Customs Act, Customs may issue,
upon request, written advance rulings on tariff classification, origin matters, and customs
valuation. 27 The appeal procedure for customs decisions remains unchanged. Traders who disagree

with customs decisions may request administrative remedies (e.g. reviews by Customs, or appeals

to the MOF). Traders not satisfied with the outcome of the administrative remedies may refer their

Commodities, and other relevant operations. Ministry of Economic Affairs/Bureau of Foreign Trade (2016), The
Development of International Trade 2016 -2017 .
2! The required clearance procedures and documents were simplified and the risk -management

mechan ism was incorporated, so as to assure businesses a better clearance environment.

2 World Bank (2014),  Doing business 2014 , 13 May. Viewed at:
http://documents.worldbank.org/curated/en/474281468167054457/pdf/829800Taiwan0TWNOB0x0382127B00
PUBLICO.pdf ; World Bank (2018), Doing Business 2018 - Reforming to Create Jobs . Viewed at:

http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual -Reports/English/DB2018  -Full-
Report.pdf .

2 World Economic Forum and the Global Alliance for Trade Facilitation (2016), Global Enabling Trade
Report 2016 . Viewed at:  http://reports.weforum.org/global -enabling -trade -report -2016/ .

2 World Bank (2014),  Doing business 2014 , 13 May. Viewed at:
http://documents.worldbank.org/curated/en/474281468167054457/pdf/829800Taiwan0TWNOB0ox0382127B00
PUBLICO.pdf ; World Bank (2018), Doing Bu siness 2018 - Reforming to Create Jobs . Viewed at:
http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual -Report s/English/DB2018  -Full -
Report.pdf .

2 Customs Administration online information, "Laws and Regulations”. Viewed at:
http://eweb.customs.gov.tw/np.asp?ctNode=12878

26 Online Customs Administration news item titted " Digital Customs enables better border management
4 January 2018. Viewed at:
https://eweb.customs.gov.tw/News_Conte nt.aspx?n=299B807D803FBB88&sms=DF669603F6D12D36&s=EC95
DD8EC267B070 .

27 Advance rulings on country of origin are applicable only to imports from trading partners that have
signed ECAs/FTAs with  Chinese Taipei, given that the ECAs/FTAs contain relevant provis ions. These preferential
trading partners are: Panama, Guatemala, Nicaragua, El Salvador, Honduras, and New Zealand . Customs Act

Articles 21 and 36 -1.
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case to the Administrative Court. Between 2014 and 2017, there were 6,253 cases of review and
2,143 cases of appeal mostly relating to anti -smuggling activitie s; in 2017 tariff classification and
customs valuation cases accounted for 35.1% of reviews and 14.1% of appeals.

3.15. Customs has listed "Anti -drug Smuggling" as a top priority for border enforcement; it
cooperates actively with law enforcement agencies to ac hieve a crackdown on drug trafficking at the
border. Modernized equipment, such as X -ray instruments and detector dog teams, have been
deployed to make border enforcement more effective. In addition, an intelligence -oriented risk
management mechanism has b een adopted to balance customs clearance facilitation and border
enforcement effectiveness. Between 2014 and 2017, the number and value of smuggling -related
seizure cases rose by 118.6% to 12,245 and by 93.3% to NT$668.91 million respectively. The

biggest increase in seizures was of narcotic drugs, whose value rose by 173.5% to
NT$436.48 million.

3.1.1.2 Customs valuation

3.16. During the review period, the customs valuation legislation remained unchanged. 28 The
transaction value based on the c.i.f. price of the merchand ise is still the main method; about 99%
of import declarations remain subject to this method. 29 When the transaction value method cannot

be used, the customs value is decided on the basis and in the sequential order of: the value of
identical goods; the val  ue of similar goods; deducted value; computed value; and other reasonable
data available to Customs (the order of application of deducted value and computed value are

reversible). No reference prices are used for customs valuation purposes. 30

3.17. Imports of us ed motor vehicles continue to be valued on the basis of the deductive c.i.f . price
of "model year of imported cars" or the "trade -in price" in the exporting economies plus freight and
insurance, or reasonable means as provided under Article 7 of the WTO Cu stoms Valuation

Agreement. 3! Imports of used cars accounted for 6.9% (8.4% in 2013) of total imports of motor
vehicles in 2017. In the case of incoming goods on which only a rental or royalty is incurred, without

a transfer of ownership, the customs value i s determined on the basis of the rental or royalty amount
plus the transportation fee and insurance fee. 32

3.18. Chinese Taipei Customs consistently monitors possible undervalued import invoices on high

tariff rate goods such as fish, vegetables, fruits, and vehicles. If any such violation is committed,

evaded duties should be paid and a penalty applied. No data on u ndervalued import invoices were
available with the authorities.

3.1.2 Rules of origin

3.19. Chinese Taipei continues to use non -preferential and preferential rules of origin. 33 The
non -preferential rules of origin are based on the wholly produced criterion and the sub stantial
transformation criterion. If two or more countries or areas are involved in the production of goods,

2 Customs Act (Articles 29 to 42) and its Enforcement Rules (Articles 11 to 27).

20 Article 29 of the Customs Act, and Articles 11 and 12 of the Enforcement Rules of the Customs Act.

30 WTO document WT/ACC/TPKM/18, 5 October 2001.

31 Where the f.0.b. value of other identical or similar new vehicles of the same model year and make
can be fo und in the Customs database, the Customs value of the imported us ed vehicles would be the
f.0.b. value of the identical or similar goods depreciated with years of usage plus freight and insurance fees.
Where the f.0.b. value of other identical or similar g oods is not available, the dealer invoice price of the same
model year and make of vehicles listed in the Kelley Blue Book (KBB) and depreciated with years of usage and
the trade -in price listed in the NADA Used Cars Magazine of the United States may be us ed. The lower of the
two amounts is applied. Other valuation tools are: the reference market price of the exporting economy plus
freight and insurance; and the reference market value information provided by car agents, dealers, or trade
unions, or through  valuation consultation. Notes on Customs Clearance of Imported Used Motor Vehicles, last
revised in December 2011. Viewed at:
https://le _web.customs.gov.tw/News_Content.aspx?n=FBBDA933F2812833&sms=049D1F48EE0D790C&s=FC2F
FEF6675BA427 .

32 Online Customs Administration information, including the Regulations Governing the Determination of

Country of Origin of Imported Goods, Rules of Origin for Least - Developed Countries, and Rules of Origin for
Free Trade Agreements. Viewed at:

https://eweb.customs.gov.tw/News_Content.aspx?n=FB BDA933F2812833&sms=049D1F48EEOD790C&s=C4AE
7B38BE4F5CS8S5 .

33 Online Customs Administration information. Viewed at:
https://eweb.customs.gov.tw/cp.aspx?n=0546649C8F2D44B4
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the country or area in which the goods underwent last substantial transformation is deemed to be

the country or area of origin of the goods. Under non - preferential rules of origin, substantial
transformation is considered to have taken place when the first six digits of the customs import tariff

line of the processed or manufactured goods are different from those of their parts or materials, or

the ratio of value added is at least 35% of the transaction value of the non -originating parts or
materials. 34 Article 28 of the Customs Act was amended in 2016 to enforce an advance ruling system

on non -preferential rules of origin in line with Article 3 of th e TFA (Section 3.1.1.1). %

3.20. Preferential rules of origin in Chinese Taipei's RTA/FTAs differ slightly depending on the
agreement; the value added rule is also applied in the form of the regional value content (RVC)

method, and de minimis clauses allow fora good containinganon  -originating material that does not
undergo the tariff classification change to still originate if the value of all non -originating materials
does not exceed 10% of the adjusted value of the good. 36 In the case of least -developed count ries
(LDCs), the production process conducted in a particular LDC must have added value to the goods

by a ratio of no less than 50%. s7

3.1.3 Tariffs
3.1.3.1 General features

3.21. Since 1 January 2017, Chinese Taipei's Customs Import Tariff Schedule has been based on

the 2017 version of the Harmonized Commodity Description and Coding System (HS). The current
Schedule, which is available online and now consists of 9,134 eight -digit tariff lines, contains
404 lines more than its HS 2007 version which was used in 2013. 38 |t has th ree sets of rates: the
first (MFN rates) applies to goods from WTO Members or countries and areas that accord reciprocal
treatment to Chinese Taipei; the second provides preferential rates (Sections 2.3.2 and 3.1.3.6);

and, the third set applies to imports not covered by the first two sets. 39 The third set contains rates
that are either higher than or equal to those contained in the other two sets and, in 2017, it covered

3.53% of total trade (2.82% in 2013); the same year the applied MFN rates covered 90.54% of total

imports. The importance o f customs tariffs as a source of revenue has remained stable; during the

review period their share of total tax revenue stood at slightly more than 5% (Section 3.3.1.2.1).

According to the authorities, the WTO bound rates are not contained in the customs t ariff which has
been regularly notified to the WTO since 2014. 40

3.22. Changes to the tariff schedule are enacted and promulgated through a legislative procedure.

Changes to the tariff schedule are usually proposed by the relevant sectoral agencies (e.g. the

ind ustrial and agricultural authorities) to the Customs Tariff Commission under the MOF. 41 Upon
review and discussion with relevant stakeholders, the MOF submits its proposal for tariff changes for

approval.

34 The origin rule s for "completion of major process" are provided in the table of "list rules". Article 7,
the Regulations Governing the Determination of Country of Origin of an Import Good, last amended on
24 December 2010.

35 Presentation by the Customs Administration/Min istry of Finance tited "  The Current Status of WTO TFA
(Trade Facilitation Agreement) Implementation of The Separate Customs Territory of Taiwan, Penghu, Kinmen
and Matsu ".

36 Online Customs Administration information. Viewed at:
https://eweb.customs.gov.tw/cp.aspx?n=0546649C8F2D44B4 .

37 No cumulation rules are provided for incoming merchandises from LDCs. To qualify for tariff

preferences, LDC -origin goods must be transported directly to Chinese Taipei. WTO document
WT/TPR/S/302/Rev.1, 18 December 2015.
% Customs Administration - Tariff Database Search System. Viewed at:

http://portal.sw.n ___at.gov.tw/PPL/RedirectorNonLoginAction?appld=APGQ4&privilegeld=GC451

39 At present, Chinese Taipei receives reciprocal treatment in: Algeria, American Samoa, Anguilla,
Azerbaijan, Bahamas, Eritrea, Ethiopia, Holy See, Iran, Irag, Lebanon, Libya, Marshall Is lands, Monaco,
Montserrat, Nauru, Somalia, Sudan, Syria, Equatorial Guinea, Kiribati, Palau, Sao Tome and Principe, Tuvalu
and Comoros.

40 WTO document G/MA/IDB/2/Rev.46, 12 September 2017.

4 The Customs Tariff Commission also "studies and reviews" matters related to the levy of special
customs duties such as anti  -dumping and countervailing duties.
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3.1.3.2  Applied MFN tariffs

3.23.  During the review period, Chin ese Taipei's simple average applied MFN tariff rate was slightly
reduced from 7.8% in 2013 to 7.2% in 2018 (Table 3.1) mainly due to a reduction of average ad
valorem equivalent (AVE) rates (see below) and to a lesser extent the implementation of the

expan sion of the Information Technology Agreement (ITA) and the tariff nomenclature change

(Section 3.1.3.1). According to the authorities, between 2012 and 2017 the average effective rate

of tariffs (i.e. annual customs revenue divided by annual import value) rose from 1.19% to 1.48%. 42
Between 2014 and 2017, Chinese Taipei amended its Customs Tariff eight times (i.e. 22/1/2014,
1/7/2015, 9/12/2015, 18/5/2016, 30/12/2016, twice on 22/11/2017, and 27/12/2017) to inter alia
introduce HS2017 changes and meet its RT As commitments. Products that benefited from tariff
reductions include ITA -related items (mainly HS84, HS85, and HS90) and silk (HS50.02, HS50.03

and HS50.04). Furthermore, u nder the amendment of the Customs Import Tariff on 9 December

2015 the tariffrate s on APEC Environmental Goods and rehabilitation vehicles for the disabled were
eliminated so that physically challenged people can receive more convenient transportation services

and exports of green products can be promoted accordingly. 43

Table 3.1 Structure of the tariff schedule, 2013 and 2018

MFN applied : a
2013 2018 Final bound
Simple average rate (%) 7.8 7.2 7.5
HS 01 -24 23.7 19.2 20.0
HS 25 -97 4.2 4.2 4.4
WTO agricultural products 22.1 17.8 18.7
WTO non -agricultural products 5.0 5.1 5.3
Duty -free tariff lines (% of all tariff lines) 30.2 29.3 29.4
Simple average of dutiable lines only 111 10.2 10.6
Tariff quotas (% of all tariff lines) 0.8 0.9 0.9
Non-ad valorem tariffs (% of all tariff lines) 1.8 1.8 1.9
Domestic tariff "peaks" (% of all tariff lines) B 4.9 6.1 5.8
International tariff "peaks" (% of all tariff lines) ¢ 9.3 10.9 11.3
Nuisance applied rates (% of all tariff lines) d 4.4 4.8 3.4
Coefficient of  variation 3.8 2.6 25
Total number of tariff lines 8,730 9,134 9,134
Ad valorem rates (> than 0%) 5,945 6,296 6,280
Duty free rates 2,625 2,674 2,685
Specific rates 89 92 92
Alternate rates 71 72 77
a Bound rates are based on the 2018 tariff schedule. Final bound rates relate to the ITA expansion to
be fully implemented by 2021.
b Domestic tariff peaks are defined as those exceeding three times the overall simple average applied
rate.
c International tariff peaks are defined as those exceeding 15%.
d Nuisance rates are those greater than zero, but less than or equal to 2%.
Note: Calculations for averages are based on Chinese Taipei's tariff line level (8 -digit); excluding in  -quota
rates and including AVEs for specific and alternate rates, prov ided by the authorities. The 2013 tariff

is based on HS07 and the 2018 tariff is based on HS17 nomenclature.

Source: WTO Secretariat calculations, based on data provided by the authorities.

3.24. Tariff protection varies substantially across and within sectors a veraging 17.8% for
agricultural products and 5.1% for industrial goods in 2018 (WTO definitions) (Table 3.1). Average

tariffs are highest for vegetable products (HS section 02), at 21.6% (Chart 3.1). Manufacturing
tariffs are highest for transport equipmen t (HS section 17) at 9.2%, and for textiles and textile
articles (HS section 11) at 8.7%. By according varied and substantial levels of protection to selected

sectors, especially agriculture, tariffs distort competition by favouring some activities. Reduci ng high
tariffs would improve Chinese Taipei's resource allocation and welfare.

42 Ministry of Finance (2016), Government Finance - 2016 , July.
43 Ministry of Finance (2016), Government Finance - 2016 , July.
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Chart 3.1 Average applied MFN and bound tariff rates, by HS section, 2013 and 2018
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MFN 2013
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* Final bound
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(7.8% and 7.2%, respectively) Average final bound rate
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01 Live animals & products 07 Plastic & rubber 13 Atrticles of stones 19 Arms & ammunition
02 Vegetable products 08 Hides & skins 14 Precious stones, etc. 20 Miscellaneous manufacturing
03 Fats & oils 09 Wood & articles 15 Base metals & products 21 Works of art, etc.
04 Prepared food, etc. 10 Pulp, paper, etc. 16 Machinery
05 Mineral products 11 Textiles & articles 17 Transport equipment
06 Chemicals & products 12 Footwear, headgear 18 Precision instrument
Note: Calculations for averages exclude in-quota tariff rates and include AVEs for non -ad valorem rates.

Source: WTO Secretariat calculations, based on data provided by the authorities.

3.25. The tariff structure has changed little since the last Trade Policy Review of Chinese Taipei.

Over 98% oftari ffs are levied at ad valorem duties, and therefore transparent. There are some 150
different rate bands (92 ad valorem duties, 42 alternate duties, and 16 specific duties), same as in
2013 but differently allocated, and of which 49 involve decimal rates;a  Iternate duties apply to 0.8%
of total tariff lines (72). Tariff rates continue to range from zero to 1,059.6% (betel nuts, see below

and Table A3.1).In 2018, 81.2% of rates are 10% or below, and rates of over 30% apply to 1.6%

of tariff items, compared t 0 82.7% and 1.7% in 2013 respectively (Chart 3.2). The Chinese Taipei
tariff could be rationalized, for example, by reducing the large number of rate bands and removing

decimal rates.

Chart 3.2 Distribution of MFEN applied tariff rates, 2013 and 2018
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Note: Figures in parentheses denote the share of total lines. Excluding in -quota rates and including AVEs

for non -ad valorem rates.

Source: WTO Secretariat calculations, based on data provided by the authorities.
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3.26. Non-ad valorem tariffs continue to consist of alternate duties on several agricultural items

(and mixed metal scrap), mainly agricultural and fish products (e.g. meat of sheep, certain fish,

nuts), as well as specific duties on meat of bovine animals, milk , rice, and certain food preparations
(Table A3.2). They generally apply the greater component, i.e. either an ad valorem or a specific
duty, whereby the ad valorem alternate rate sets a floor on the import duty rate. According to
calculations of the autho  rities, in 2018 the  ad valorem equivalents (AVES) of the specific rates could
range from 1.8% (dried grapes) to 1,059.6% (betel nuts) and those of the alternate duties from 5%

(mixed metal scrap) to 116.8% (dried cashew nuts) (Table A3.2); these alternate duties form part
of Chinese Taipei's WTO tariff binding commitments though some of them have been affected by

tariff nomenclature changes. The average AVE of non -ad valorem tariff rates is 53.8% (102.9% in
2013), compared to 6.4% for ad valorem duties.

3.1.3.3  MFN tariff dispersion and escalation

3.27. Since the previous Review, indicators of tariff dispersion declined (coefficient of variation,

standard deviation) whereas tariff escalation showed little change (Table 3.1 and Chart 3.3).
Chart 3.3 Tariff escalation by two -digit ISIC industry, 2013 and 2018
45%
40% A
2013
35% -+
30% +
25% -+
20% 1 Average applied rate in manufacturing
15% (7.2%)
10% |
5% 1 I i s 9
0% ‘ I - ‘ I ‘ < <_H [ B
Food, Textiles and Wood and Paper, Chemicals Non-metallic Basic metal Fabricated Other
beverages leather furniture printing and mineral metal
and tobacco publishing products products and
machinery
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40% 1 2018

35% -
30% -
25% -

Average applied rate in manufacturing
20%

(6.6%)

15% 4

10% 4
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Food, Textiles and Wood and Paper, Chemicals  Non-metallic Basic metal Fabricated Other
beverages leather furniture printing and mineral metal
and tobacco publishing products products and
machinery
First stage of processing Semi-processed [l Fully processed
n.a. Not available.
Note: Calculations for averages exclude in -quota rates and include AVEs for non -ad valorem rates.

Source: WTO Secretariat calculations, based on da ta provided by the authorities.
3.1.3.4  MFN tariff bindings

3.28. Alltariff rates/lines in Chinese Taipei's tariff schedule are bound and accession -related binding
commitments were all implemented by 2011 (Table 3.1); those relating to the ITA expansion are to
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be fully implemented by 2021 (Section 3.1.3.2). The simple average bound rate is 18.7% for
agricultural products (WTO definition), and 5.3% for non -agricultural products. In its 2018 customs
tariff schedule, bound and MFN applied tariff rates coincided in about 90 % of all tariff lines whereas
in most of the rest the difference was very small, thus suggesting high predictability in the tariff.

Since 2013, the overall gap between the simple average MFN applied and bound rates has remained

at 0.3 percentage points. Th e gapis 0.9 percentage points for rates affecting agricultural items and

0.2 percentage points for non  -agricultural products.

3.29. During the review period, Chinese Taipei's Schedule CLIII was modified and rectified to reflect

changes relating to the introduc tion of Harmonized System 2007 and ITA expansion undertakings

that became effective as of 17 February 2015 and 24 February 2017 respectively. 44 Chinese Taipei
remains included in collective waivers that suspended the application of the provisions of Article Il

of GATT 1994 in order to allow it to reflect the changes resulting from the introduction of HS2012

and HS2017 nomenclatures in its Schedul e of Tariff Concessions. 4% The HS2012 transposition of
Schedule CLIII was submitted by the authorities to the WTO Secretariat on 15 November 2017 for
verification; this submission was sen t back to the authorities on 18 January 2018 to accept or make
further comments and was re  turned to the Secretariat on 23 April 2018.

3.1.35 Tariff -rate quotas

3.30. Chinese Taipei continued to apply tariff -rate quotas (TRQs), under its multilateral agricultural
market -access commitments, on 84 agricultural tariff items at the HS eight -digit level or 0.9% of
tariff lines in 2018, virtually the same as in 2013 (Table A3.3 and Section 4.1.1.4.1). In -quota ad

valorem tariff rates ranging from zero (e.g. rice) to 25%, remain much lower than the very high

out -of-quota ad valorem rates (e.g. bananas, ground nut oil, coconuts, pineapples, shaddocks) that

peak at 500% (deer velvet), thus making out -of - quota imports almost prohibitive. Most out -of-quota
rates (i.e. 70 out of 84) are specific whereas virtually all (i.e. all but three) in -quota rate s are ad
valorem . According to the latest data provided by the authorities, the average fill -in ratio of tariff
quotas peaked at 56.5% in 2016 to slightly drop to 55.8% in 2017 (55.9% in 2012). Fill ratios were

steadily low or zero for several product grou pings (e.g. bananas, dried day lily, betel nuts, mangoes

and shaddocks) whereas for others they stood at or close to 100% (e.g. deer velvet, red bean, dried

longans and rice) (Table  A3.3). The authorities indicated that the zero fill ratio for bananas and
mangoes is due to the fact that they do not meet Chinese Taipei's quarantine requirements as the

major production areas of these fruits are infected with pests and diseases; as for other products,

the reduced fill ratios are the outcome of prevailing marke t conditions of supply and demand.
According to the authorities, given the multi -functionality of the agriculture sector, TRQs are
appropriate measures to ensure sustainable development, and they are considered in line with

Chinese Taipei's WTO accession ¢ ommitments. 46

3.31. Tariff -rate quotas discussed in this section are applied to goods originating from WTO

Members but TRQs under Chinese Taipei's RTAs with New Zealand, Nicaragua and Panama remain

also in place (Section 2.3.2). Mechanisms used for quota allocat ion (depending on the product) on

a first -come first -served basis or an allocation in advance method (e.g. order of application, ballot,
performance of importation, auctions/open bidding), the most used method, remain unchanged. 47
TRQs for all agricultural products except rice are based on both global quotas and country - specific
guotas. The TRQ system for brown rice consists of two portions: 35% or 50,652 MT for private sector
imports and 65% or 94,068 MT for public sector imports (i.e. the Agriculture and F ood Agency (AFA)
of the Council of Agriculture (COA)) (Section 3.3. 5). The amount allocated to public sector imports

is divided by both country of origin and tender type (i.e. the simultaneous buy -sell (SBS) scheme
and normal tenders). Public sector import s are conducted by open tender, with the contract being
awarded to the bidder offering the lowest quote below a ceiling price set by the authorities. 48 A grade
requirement was also imposed for the 2016 SBS quota; in response to customer requests, the AFA

4 WTO documents WT/Let/1034, 25 Ma rch 2015, and WT/Let/1242, 3 March 2017.
4 WTO documents WT/L/998, 12 December 2016, WT/L/999, 12 December 2016; WT/L/1028,
1 December 2017; and WT/L/1029, 1 December 2017.
46 WTO document WT/TPR/S/302/Rev.1, 18 December 2015.
47 Regulations of Tariff Quota, 27 September 2011.
48 The ceiling price is set for each rice procurement tender on the basis of various factors, including

export costs, freight fees, processing fees at import ports, as well as domestic retail prices. The AFA also
surveys the market condition prior to the setting of the ceiling price. USTR (2017), 2017 National Trade
Estimate Report on Foreign Trade Barriers . Viewed at:

https://ustr.gov/sites/default/files/files/reports/2017/NTE/2017%20NTE.pdf
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had implemented the specification of Grade A on SBS procurement, which was removed in 2017.

TRQs are administered by the MOF. The publicly owned "Bank of Taiwan" (BOT) is delegated by the
Ministry to allocate the TRQs.  4° TRQs are transferable, partially or wh olly, with the amount of the
allocated quotas within the validity of the TRQ certificates.

3.1.3.6  Tariff preferences

3.32. Chinese Taipei's efforts to expand its bilateral and regional free trade agreements during the

review period meant that its simple average prefer ential tariff rate on imports from RTAs/FTAs
dropped from 3.7% in 2013 to 2.2% in 2017 and remained considerably below the 7.2% MFN

average applied tariff rate (Table 3.2, Section 2.3.2); the average preferential rate for imports from

LDCs remained virtual ly unchanged. Under its RTAs, Chinese Taipei provides preferential access to

imports originating in: Panama (as of 2004); Guatemala (as of July 2006); Nicaragua, El Salvador
and Honduras (as of 2008); China and New Zealand (as from 2013); and Singapore (as from 2014)
(Table 3.2). These agreements cover an average of 62.7% of total tariff lines on top of the 29.3%

of lines that are already duty free at MFN level (Section 3.1.3.2). Since its last Trade Policy Review,

Chinese Taipei has kept virtually unchange d the number of items eligible for unilateral (non -
reciprocal) duty -free preferences to LDCs; their average preferential rate remains similar to the

simple average applied MFN and their coverage particularly low as compared to those of RTAs

(Section 2.3.2. 1, Table 3.2). While 90.7% (98% in 2013) of the total value of trade with LDCs was

under this duty  -free treatment, trade with LDCs accounted for only 0.8% (1.5% in 2013) of Chinese

Taipei's total trade in 2017. The Customs Administration maintains a webpag e containing all
preferential import tariffs. According to the authorities, forgone tax revenue due to the
implementation of preferential tariff rates was estimated to have dropped from NT$363.3 million in
2015 to NT$159.2 million in 2017 of which 61.8% wa s due to preferential imports from

New Zealand. 50

Table 3.2 Summary analysis of the preferential tariff, 2017

Total WTO agriculture WTO non -agriculture
Average Duty -free Coverage ° Average Duty -free Average Duty -free
(%) rates @ (%) (%) rates 2 (%) rates 2 (%)
MFN 7.2 29.2 175 22.3 5.2 30.6
RTAs
New Zealand 0.5 98.5 70.6 3.0 93.0 0.1 99.6
Panama 1.2 97.7 69.8 6.7 88.4 0.1 99.6
Nicaragua 15 94.2 69.4 7.8 72.0 0.3 98.5
Guatemala 1.6 91.9 69.2 8.5 62.5 0.3 97.7
El Salvador 1.8 92.2 69.2 9.2 63.4 0.3 97.8
Honduras 1.8 92.3 69.3 9.2 63.9 0.3 97.9
Singapore 21 83.0 71.5 8.7 64.4 0.7 86.6
China 7.0 32.7 12.3 175 22.3 5.0 34.7
Average of 2.2 85.3 62.7 8.8 66.2 0.9 89.1
above
LDC 7.1 30.8 11.1 17.5 23.2 5.0 32.3
a Duty -free lines as a percentage of total tariff lines.
b Per cent of total number of lines. Only rates that are lower than the corresponding MFN rate are

taken into account.

Note: Calculations are based on Chinese Taipei's tariff line level (8 -digit); excluding in  -quota rates and
including AVEs for non -ad valorem rates, provided by the authorities.

Source: WTO Secretariat calculations, based on data provided by the authorities.
3.1.3.7 Dut y concessions/exemptions
3.33. To accelerate industrial development and accommodate domestic supply and demand, the

authorities continued to reduce or exempt tariffs on industrial raw materials, and temporarily reduce
tariffs on staple goods and daily necessitie s.5! They consider that these measures greatly contribute

49 BOT online information. Viewed at:

http://www.bot.com.tw/English/Elnternati onal_Trade/Tariff Rate Quota/Pages/default.aspx
50 These estimates were calculated according to the following formula: Revenue loss of 2016 = 2016
import value x (2016 rates - 2015 rates).

51 Ministry of Finance (2016), Government Finance - 2016 , July.
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to domestic price stability, economic development, and industrial competitiveness. The MOF may
adjust customs duties temporarily in order to deal with an "extraordinary" economic situation,
domestic or overseas, to accommodate the supply of goods, or to provide a "reasonable operational

environment" without seeking approval from the legislature. 52 Adjustments are allowed within 50%
of the statutory duty rate or quantity, and may be applied for up to on e year. Between 2012 and
2017, the authorities undertook 6 temporary adjustments of tariff rates affecti ng 20 items including

milk and cream, pork fat free of lean meat, pork lard, other pork fat and animal fats, pork lard and
poultry fats, and 4 categorie s of goose meat; forgone tax revenue due to the implementation of
these temporary adjustments was estimated at NT$193.4 million for this period.

3.34. As of March 2018, Chinese Taipei maintained admission -temporaire agreements, allowing for
tariffand taxexemp  tions for commercial samples, professional equipment, and goods for exhibitions

to be imported for re  -export without processing, with 41 economies, including Australia, Canada,
the European Union, Japan, New Zealand, th e Philippines, Singapore, South Afric a, the Republic of
Korea, Switzerland and the United States. 53 The admission -temporaire agreements are based on
bilateral reciprocity and aimed at enhancing clearance facilitation of goods to be imported for

re-export.

3.1.4 Other charges affecting imports

3.35. Chinese Taipei continues to levy certain charges/fees/dues on imports that, according to the

authorities at the time of the previous TPR, are all commensurate with the service cost. Customs
charges for its services a special supervision fee, cargo examinat ion fee, customs sealing fee,
escorting fee, certificate issuance fee, and bonded warehouse stocktaking charge. The customs

clearance fee is NT$500.

3.36. The Trade Promotion Service Fee continues to be collected at the border at the rate of 0.04%
on the value of imports (and exports). The Fee finances the Trade Promotion Fund, managed by the
Trade Promotion Fund Management Committee; about a third of the 21 members of the Committee

are representatives of exporters/importers. The Trade Promotion Fund is used to cover
administrative expenses related to trade promotion activities, such as organizing exhibitions.

Following a peak of NT$5 billion (2014), in 2017, the Fund collected NT$4.5 billion (NT$4.8 billion in
2012) and spent the same amount (NT$ 5 billion in 2012) on trade promotion events.

3.37. Harbour dues remain based on the gross tonnage of ships entering the port (ship port dues),

number of passengers departing (passenger port dues), and the "revenue tons" of loaded or

unloaded cargoes (cargo port dues). 5* The authorities indicated that the dues for loading and
unloading are the same. Harbour dues are specific to shipping routes, and are applied equally to

ships irrespective of origin for the same routes; nonetheless, harbour dues for overseas route s are
60% higher than for domestic routes (Section 4.4.4.1). At the time of the previous TPR, the

authorities explained that this difference reflected the costs related to the type of equipment and

services provided for vessels operating these routes; this revenue is used mainly for construction

and development of the commercial ports.

3.1.5 Import prohibitions, restrictions, and licensing

3.38. During the review period, the regulatory framework governing import prohibitions,
restrictions, and licensing has remained | argely unchanged. 55 According to the authorities, these
measures are in place to, inter alia , protect public morals, human life or health as well as to fulfil its
WTO accession commitment and obligations under international agreements in accordance with

GATT Articles XX and XXI. 56 A negative -list approach is applied to import prohibitions/restrictions,

i.e. no import licences are required except for those on the List of Commodities Subject to Import

52 Article 71 of the Customs Act.
53 Economist Intelligence Unit (2017), Country Commerce , June, London. Viewed at: www.eiu.com .
54 Revenue tonnes (or charged tonnes) are the greater of measurement tonnes or weight tonnes. Ot her
port -service charges include: port charges (dockage, buoy, tugboat, mooring and unmooring, water supply,
cleaning maintenance) and terminal operation charges (cargo handling, storage, wharf passage, equipment
utilization).
% The relevant legislation in  cludes the "Foreign Trade Act"; the Regulations Governing Import of
Commodities; the Regulations on Import and Export of Endangered Species of Wild Fauna, Flora and Related
Products; and the Regulations Governing Export and Import of Strategic High -Tech Co mmodities.
% WTO document WT/TPR/S/302/Rev.1, 18 December 2015.
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Restriction. 57 The BOFT, under the MOEA, remains in charge of import management measures, such
as the issue of import licences and issuance of the approval of exemption from import prohibitions.

Incoming and outgoing trade with the Democratic People's Republic of Korea has been banned since

25 September 2017.

3.1.5.1 Impor t prohibitions

3.39. Since its previous TPR, Chinese  Taipei has expanded the scope of its import bans which
increased from 70  ten -digit HS items (2013) to 91 (March 2018), involving 39 agricultural (HS 1-24)
and 52 industrial (HS 25 -97) items, mainly whale shark s, puffer fish, narcotics, toxic chemicals,
hazardous wastes, HCFC (hydrochlorofluorocarbon) compounds, fire extinguishers containing HCFC

and waste lead -acid accumulators that are subject to trade restrictions under international
agreements. 58 Additional p rohibitions apply to direct cross -strait imports of some 2,333 tariff lines
(March 2018) , an overall increase of 147 lines since 2014 (2,186); they include the 70 prohibited
products on an MFN basis. 5° As of March 2018, 9,658 items (80.54%) from China of a total of
11,991 ten-digit HS items could freely enter Chinese Taipei and 9,534 items (79.51%) were exempt

from import licences (Section 3.1.5.2).

3.1.5.2 Import licensing

3.40. During the review period, Chinese Taipei's import licensing requirements and procedures

rema ined largely unchanged.  As of April 2018, import permits were required for 131 (126 in 2014)

items most of which were related to requirements of international agreements (e.g. CITES) and

TRQs (Section 3.1.3.5), essential security as well as protection of ¢ ulture, human health and the
environment (Table 3.3); 98.9% of all incoming commodities (11,507 items) were exempt from

import permit requirements. 60 The authorities indicated that the coverage of non -automatic import
licensing increased mainly due to the f act that the Council of Agriculture added alien invasive species

as non -importable goods to protect the environment. Import licences (e.g. import permits or import

clearance certificates)  for any import of an f.0.b. value of US$20,000 or above are issued b y the
BOFT. Prior to applying for a licence, importers must obtain approval from the relevant

sector -specific authority (Table 3.3). An import licence is valid for six months from its issuance, and

may be extended for a maximum of 18 months. No licensing f  ees, other administrative charges or
deposit are required. Import licences are not transferable.

Table 3.3 Prior approval requirement for import licenses, 2018

Goods Approval authorit Rationale

Methyl bromide; HCFCs Environmental Protection To comply with obligations set
Administration out in the Montreal Protocol

Breeding livestock/poultry; Council of Agricult ure To preserve public health and

Genetic resources, genetically safety of humans, animals, and

modified breeding stock/poultry to prevent entry of infectious

and genetic resources diseases

Diamonds Bureau of Foreign Trade To cooperate with the Kimberley

Process Certification Scheme

Yellow -fin tuna; Bluefin tuna; Fisheries Agency To protect marine ecology

Southern Bluefin tuna;

Swordfish; Big -eye tuna

57 Article 7, "Foreign Trade Act", amended 6 November 2013. For the list of import restrictions see
Bureau of Foreign Trade online information. Viewed at: http://www.trade.gov.tw/Pages/List.aspx?nodelD=987

58 Ministry of Economic Affairs/Bureau of Foreign Trade (2016), The Development of International Trade
2016 -2017 .

%% These prohibitions cover a variety of items both industria | (1,344 lines) and agricultural (998 lines);
they include live animals, animal products including meat and poultry, fish and fishery products, milk and dairy
products; plants and plant products including fruits and vegetables; rice; processed foods and fo od-related
products, pharmaceuticals, iron and steel, electrical and electronic items, and textile -related products.
Cross -strait trade is subject to Chinese Taipei's specific laws and regulations dealing with such trade. WTO
documents WT/TPR/S/232/Rev.1, 28 July 2010, and WT/TPR/S/302/Rev.1, 18 December 2015; Economist
Intelligence Unit (2017), Country Commerce , June, London. Viewed at: www.eiu.com .

80 Ministry of Economic Affairs/Bureau of Foreign Trade (2016), The Development of International Trade
2014 -2015 ; Ministry of Economic Affairs/Bureau of Foreign Trade (2016), The Development of International
Trade 2016 -2017 .

Pengh


http://www.trade.gov.tw/Pages/List.aspx?nodeID=987
http://www.eiu.com/

WT/TPR/S/377 /[Rev.1 A Separate Customs Territory nafdMitsui wan,

- 54 -
Goods Approval authorit Rationale

Tobacco, alcohol products; Ministry of Finance  and other To ensure the sound
undenatured ethyl alcohol relevant agencies management of alcohol imports

pursuant to the relevant
laws/regulations

Oil and petroleum products Bureau of Energy To promote the sound
development of the oil industry;

to develop the domestic economy
and enhance people's livelihoods;
to protect the environment

Fishing boats Fisheries Agency To maintain the  sustainability of
fishery resources

Vessels; civil aircraft Ministry of Transportation and To maintain the safety of

Communications transport vessels

Firearms; ammunition; Police entities To ensure the safety and peace of

simulation guns; police society

weapons; controlled swords

Industrial use explosives Bureau of Mines To ensure the safety and peace of
society

Beef from Canada, the United Bureau of Foreign Trade To protect human health

States, the Netherlands, Sweden

and Japan

Source: WTO document G/LIC/N/3/TPKM/8 , 25 September 2017, and information supplied by the
authorities.

3.41. The import licensing/certification system regarding "optical disk manufacturing equipment”

remains automatic; it involves an import clearance certificate issued by the BOFT for safeguarding
intellectual property rights. 61 Although imports of radio  -communication apparatus do not require
licensing, importers of certain types of these apparatus must obtain approval prior to importation. 62

3.42. Products originating in China generally continue to require permission from the MOEA prior to

their sale to Chinese Taipei. The list of permitted goods originating in China is reviewed and revised

every six months. Among the 9,658 (9,150 in 2014) China  -origin products that are permitte d entry
into Chinese Taipei, 124 (126 in 2014) products at HS 10 -digit level required import licences in
March 2018 (Section 3.1.5.1). According to the authorities at the time of the previous review, the

situation would improve upon the entry into force of the ECFA (Table AZ2.2).

3.43. During the review period, Chinese Taipei continued to submit regular Replies to the
Questionnaire on Import Licensing Procedures to the WTO Committee on Import Licensing. 63 Chinese
Taipei's notification under the 2012 Decision on Notification Procedures for Quantitative Restrictions

is pending .%*

3.1.6 Anti -dumping, countervailing, and safeguard measures
3.1.6.1 Anti -dumping and countervailing

3.44. During the review period, the legislative framework was revised in certain areas. The legal

basis for the implementation of anti -dumping and countervailing measures consists of Articles 67,
68 and 69 of the Customs Act and the Regulations Governing the Implementation of the Imposition

of Countervailing and Anti  -Dumping Duties, both of which are considered by the authorities to be in
accordance with the WTO Anti  -Dumping Agreement provisions. 65 Some articles of the Regulations
were amended in 2016 to: update the processing and deliberating procedures for withdrawal of

cases (Articles 15 and 15 -1); revise the r egulations for acceptance and deliberation procedures,
implementation and inspection procedures, and administration of violation procedures of price

undertaking (Articles 23, 24, 25 and 25 -1); update application provisions for investigating new
shippers, a s well as procedures for deliberating and providing guarantees during the period of

61 WTO document G/LIC/N/3/TPKM/8, 25 September 2017.

52 Online information . Viewed at. www.ncc.gov.tw .

63 WTO documents G/LIC/N/3/TPKM/6, 8 September 2015, and G/LIC/N/3ITPKM/8,
25 September 2017.

64 WTO document G/L/59/Rev.1, 3 July 2012.

% More information on the anti -dumping and countervailing measures procedures ar e available in WTO
document WT/TPR/S/302/Rev.1, 18 December 2015.
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investigation (Article 35  -1); and, update regulations for price undertaking measures that will
continue to apply during the sunset review period (Article 44).

3.45. The MOF andt he MOEA continue to share responsibility over anti -dumping and countervailing
investigations. The former is focused on dumping/countervailing determination and measure
adoption, whereas the International Trade Commission (ITC) under the latter determines i njury to

domestic industries. Their websites provide information on investigations, reviews, and measures
adopted.

3.46. During the period under review, recourse to anti -dumping action remained relatively stable. 66
Between 2013 and 2016, Chinese Taipei initiated 14 anti -dumping investigations (12 in 2009 -12)
involving carbon steel plate (Brazil, China, India, Indonesia, Republic of Korea, Ukraine), certain

flat -rolled steel products, plated or coated w ith zinc or zinc -alloys (China, Republic of Korea),
Portland ¢ ement type |, Il and its clinker (China), benzoyl peroxide (China), computer to plate

(China), SUS 300 series flat  -rolled products of stainless steel, cold -rolled (cold -reduced) ( China,
Republic of Korea ), and towelling products (China). 67 As of end -2017, 14 anti -dumping measures
were in force on 7 products mainly carbon steel plate (6 cases), certain flat -rolled steel products (2
cases) and flat -rolled products of stainless steel (2 cases);. 68 At the same time, action affected
mostly products originating in Asia (12, China (7), Republic of Korea (3), India (1) and Indonesia

(1)), and to a lesser extent Brazil and Ukraine. Most final measures consisted of definitive duties; in

five cases price undertakings were adopted. Four measures were reviewed and extended to a total
period of five years.

3.47. Chinese Taipei has not taken any countervailing measures so far. On 16 April 2018,
Chinese Taipei published the notice of initiation of countervailing duty investigation against certain

incoming flat -rolled steel products , plated or coated with zinc or zinc -alloys, carbon steel plate,
SUS300 series flat  -rolled products of stainless steel, cold -rolled (cold -reduced), as well as initiation
of both anti -dumping and countervailing duty investigations on the imports of certain carbon
cold -rolled steel products and certain flat -rolled products of stainless steel, hot -rolled all originating
in China. % Public hearings to collect feedback from concerned parties and gauge public opinion

before formally launching the investigation wer e to be held. The MOF is expected to announce its
preliminary countervailing duty (and anti -dumping duties) on Chinese steel products in August 2018

and its final decision in October of the same year. Since its last Trade Policy Review, Chinese Taipei

has regularly submitted semi  -annual reports on anti  -dumping and countervailing actions to the
relevant WTO Committees (Section  2.3.1 and Table A2.1).

3.1.6.2 Safeguards

3.48. Since the previous TPR, Chinese Taipei's basic legislation on safeguards consisting of the
"Foreig n Trade Act" and the Rules for Handling Import Relief Cases remained unchanged. The MOEA's
ITC continues to be in charge of safeguard measures.

3.49. No safeguards were taken under the provisions of the WTO Agreement on Safeguards during
the review period. Ani  nvestigation on all imports of high density polyethylene (HDPE) and linear low
density polyethylene (LLDPE) was opened in July 2013, and negative injury was determined in
April 2014.

3.50. Chinese Taipei maintains its right to impose Special Safeguards (SSGs) o n10(orl14 according

to the authorities) broad categories of agricultural products (7.5% of all HSO7 agricultural tariff lines)

that overlap but are not identical with those under TRQs (Sections 3.1.3.5 and Section 4.1). 0 Price-
56 With 44 cases initiated between 1997 and 2016, Chinese Taipei was the world's 22 "d major user of

anti -dumping measures. WTO online information. Viewed at:
https://www.wto.org/english/tratop_e/adp_e/AD_InitiationsByRepMem.pdf

5 WTO online information . Viewed at:
https:// _www.wto.org/english/tratop_e/adp_e/AD_InitiationsByRepMem.pdf ; and documents including
G/ADP/N/244/TPKM, 11 September 2013; G/ADP/N/300/TPKM, 28 August 2017; and G/ADP/N/308/TPKM,
22 February 2018.

% WTO document G/ADP/N/308/TPKM, 22 February 2018.

5 Onlin e information . Viewed at:
http://www.taipeitimes.com/News/biz/archives/2018/04/23/2003691819 .

0 According to the authorities, the product categories consist of: peanuts; pears; garlic; betel nuts;
chicken (chicken legs and wings, other chicken cuts); offal (livestock offal and poultry offal); liquid milk; red
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or volume -triggered SSG ac tion was taken against imports of 12, 10 and 13 productsin 2015, 2016
and 2017 respectively. 7t

3.2 Measures Directly Affecting Exports

3.2.1 Customs procedures and requirements

3.51. Registration and documentation requirements for exports, in general, remain similar to t hose

for imports (Section 3.1.1.1). Exporters must be registered with the BOFT prior to engaging in any

export business. Since 2014, documentation requirements involving an export declaration along with

loading lists, booking notes, packing list, as well a s export permits and relevant documents have
remained unchanged. As from 1995, all outgoing products have required an approved export
customs declaration; however, if their f.0.b. value is lower than NT$50,000, a simple declaration

can be used for their ex  press delivery. 7 According to World Bank Doing Business data, in 2017
exporting a shipment of goods required border (clearance and inspections) and documentary (port

or border handling) compliance equivalent to 17 hours and US$335, and 31 hours and US$84,
respectively as well as 5 documents. 7® In 2013, exporting a shipment of goods required
5 documents, took 14 days and cost US$655.

3.2.2 Taxes, charges, and levies

3.52. Chinese Taipei continues not to levy export taxes. Nonetheless, exports are subject to the
trade pr omotion service fee and the harbour dues (Section 3.1.4).

3.2.3  Export prohibitions, restrictions, and licensing

3.53.  During the review period, the legislation in this area remained unchanged and similar to the
framework and scope of those applied to imports. Simi lar to incoming merchandise flows, outgoing
trade with the Democratic People's Republic of Korea has been banned (Section 3.1.5).

3.2.3.1  Export prohibitions

3.54. As at July 2017, e xports of 42 (35 in 2014) products at HS 10 -digit level (of which
20 agricultural items  (HS 1 -24)) were prohibited (Table A3.4), mostly in line with international
conventions requirements or to protect human health, culture, and the environment (e.g. toxic

chemicals, warfare, and whale shark, poisonous herbs, and antiques over 100 years old); in addition,
sand pebbles and gravels are banned from export on the ground of environmental protection. No

temporary or seasonal export bans were in place during the period under review.

3.2.3.2  Export licensing

3.55. As at April 2018, export licensing/permit requirements affected 23 (37 in 2014) products at

the HS 10-digit level (of which 3 agricultural items (HS 1 -24) from 1 November to 31 March each
year) (Table A3.5). Besides controlled chemicals (e.g. CFC), diamonds and equipment for

semi -conductors are al  so subject to export licensing. According to the authorities, as at March 2018,

beans; dried shiitake; pomelos; persimmo ns; dry day lilies; pork belly; and rice. SSGs, permitted under
Article 5 of the WTO Agreement on Agriculture, allow the imposition of additional duties when import quantities
exceed SSG trigger volumes or import prices fall below SSG trigger prices. As Ch inese Taipei did not import
many of these products in the past, SSG trigger volumes are relatively low. WTO documents
WT/TPR/S/232/Rev.1, 28 July 2010, and TN/AG/S/29, 20 October 2016.

T WTO documents: G/AG/N/TPKM/134, 21 March 2016; G/AG/N/TPKM/149, 6 Mar ch 2017,
G/AGIN/TPKM/149/Corr.1, 23 March 2017; and, G/AG/N/TPKM/160, 7 February 2018.

72 ECCT (2016), 2017 Position Papers , 10 November. Viewed at: http://www.ecct.com.tw/

® World Bank (2014),  Doing business 2014 , 13 May. Viewed at:
http://documents.worldbank.org/curated/en/474281468167054457/pdf/829800Taiwan0TWNOB0x0382127B00
PUBLICO.pdf ; World Bank (2018), Doing Business 2018 - Reforming to Create Jobs . Viewed at:
http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Do cuments/Annual _-Reports/English/DB2018  -Full-

Report.pdf .
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99.26% (11,926 items) of all outgoing commodities (11,991 ten -digit HS items) were exempt from
export permit requirements altogether. &

3.56. As at April 2018, some 1,022 products (of which 164 agricultural items (HS 1 -24)) listed as
"Assisted by the Customs for Export Examination" required approvals from relevant competent
authorities before exportation. These products include certain foods, ag ricultural products, drugs
and medical devices, chips and IP products including optical discs.

3.57. In addition, export of endangered species of wild fauna and flora protected under CITES
Appendix | or species included in the Wildlife Conservation Act must app ly to the BOFT for export
licences; the application must be accompanied by prior approvals from the Council of Agriculture.

The MOEA simplified the process for re -exporting CITES products and improved its online application
process in 2012. 75

3.58. Exports of st rategic high -tech commodities (SHTCs) require licences issued by the BOFT. An
exporter that has implemented the Internal Compliance Programme may apply for an export licence

that is valid for multiple export markets, buyers, consignees and end -users, and v alid for three years
for non -restricted areas or six months for restricted areas. 76 SHTCs are entirely restricted on exports

to Cuba, China, Iran, Iraq, the Democratic People's Republic of Korea (see above), Syria, and Sudan.
The list of restricted commodit ies adopts the European Union's Community Regime for the Control

of Exports of Dual Use Items & Technology, Common Military List, and Sensitive Commodities List. w
It also uses "catch -all" controls on end -users and end -uses which indicate a risk that an ite m may
be used for Weapon of Mass Destruction (WMD) purposes.

3.59. Chinese Taipei does not maintain any quantitative restrictions on exports.
3.2.4  Export support and promotion
3.2.4.1 Duty and tax concessions

3.60. Customs duty and taxes (i.e. Commodity Tax and the VAT) paid on imports of raw materials
used in exports remain refundable. Duty refunds (or offsetting or drawbacks) are governed by the

Customs Act and the Regulations Governing the Offsetting or Refund of Duties and Taxes on Raw
Materials for Export Products that rema in unchanged. The criteria for refund of customs duties and
commodity taxes on raw materials are established by the MOEA on a case -by -case basis in the light
of evidence of material to be used in the production process as reported by the exporter prior to

processing and verified by the Industrial Development Bureau. 78 Factories or firms engaged in
overseas sales must, when production begins, compile a table showing the quantity of raw materials

used for manufacture of finished products and send it, together with the documents relating to
overseas sales and information concerning the quantity of the raw materials used, to the Ministry of

Economic Affairs for examination and approval. Between 2014 and 2017, the total annual drawback
disbursements peaked at NT$3 billion in 2015, before dropping to NT$2.7 billion in 2016, and
peaking again at NT$3.3 billion in 2017. The main sectors benefiting from these outlays were

hardware and machinery, transport equipment, electronic products, and food and canned foods

7 Ministry of Economic Affairs/Bureau of Foreign Trade (2016), The Development of International Trade
2016 -2017 .

S ECCT (2016), 2017 Position Papers , 10 November.

6 Online information . Viewed at:  https://supportoffice.jp/outreach/2011/asian_ec/2 -1-
2_Chinese_Taipei.pdf

7 Outgoing trade restrictions to China remain limited to 12 categories of semi -conductor wafer
fabricating equipment for strategic high -tech commodities: chemical mechanical polishers, photo -resist
strippers, photo  -resist developers, rapid thermal processors, deposition apparatus, cleaning equipment, dryers,
electron microscopes, etchers, ion implante rs, photo -resist coaters, and lithography equipment. In addition,
Chinese Taipei uses its own Sensitive Commodities List specifically for export to the Democratic People's
Republic of Korea and Iran, which includes 408 and 372 tariff codes for each destina tion.

8 According to the authorities, information on the formula used for calculating the refund is available
online at: https://csoas.moeaidb.gov.tw/csoas/rtms/generalcase/QueryAction.do?method=init . Regarding
imported raw materials subject to TRQs, the in -quota rates are applied in refunds regardless of whether the
customs duties were paid at these rates. Payments of addit ional tariffs, such as SSG measures, are not eligible
for refund. Goods sold to the bonded areas are also eligible for tax refund. Other taxes and surcharges on
imports collected at the border (e.g. Tobacco and Alcohol Tax) are not refunded. At the time of the previous

TPR, 51 products at HS 10  -digit level, including Huku, buffalo and cow horn, and processed cheese, were
ineligible for duty/tax refunds. WTO document WT/TPR/S/302/Rev.1, 18 December 2015.
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(Table 3.4). The value of exports benefiting from drawback from 2014 onwards was not available
from the authorities.

3.61. Outgoing goods are exempt from the commodity tax, tobacco and alcohol tax, and VAT
(Sections 3.3.1.1.2).

Table 3.4 Tax refunds on incoming inputs for export manufactures, 2014 -17

NT$ million

Il ndustry

Har dwar e and 650 22. 4 643 21. 4 611 22.6 715 21.86
machinery

Transport eq 318 10. 9 342 11. 4 388 14. 3 443 13.56
El ectronic p 640 22 770 25. 493 18. 2 457 13.99
Food and can 416 14. 3 255 8.5 93 3.4 88 2.7
foods

Ot her s 882 30. 4 992 33 1,124 41.5 1,566 47.9
Tot al 2,906/100.0 3,002100. 2, 709/100. 0 3,269 100.0
Source: Information provided by the Customs Administration.

3.2.4.2 Free -trade export zones

3.62. During the review period, export processing zones (EPZs) administered by the Export

Processing Zone Administration under the MOEA, and free trade zones (FTZs) administered by the

Free Trade Zone Administration under the Ministry of Transportation and Communications, offering

similar incentives for enterprises, remained in place. Both EPZs and FTZs are bonded areas. In

addition to exemption from import duties, imports to EPZs and FT Zs are exempt from other indirect
taxes and charges collected at the border (Sections 3.1.3, 3.1.4, 3.3.1.1.2 and 4.1.1). ® Zone
regulations stipulate a minimum capital investment of NT$80 million for the warehousing industry,

NT$50 million for the transpor tation industry, NT$20 million for the manufacturing industry for land

leases to build factories, NT$10 million for the manufacturing industry for factory leases or

purchases, and NT$1 million for other industries. According to article 29 of the Act for th e
Establishment and Management of FTZs, overseas profit -seeking enterprises may perform the
functions of storage, delivery or "simple processing”, or delegate them to FTZ enterprises, and are

entitled to exemption of their "business income" tax. Preferenti al trade facilitation measures are also
applied in these areas, for example, for manufacturing and warehousing enterprises that have valid

AEO-S certificates (Section 3.1.1.1), guarantee deposits are waived on bonded goods (including

machinery) valued atu  nder NT$10 million shipping out of the bonded zones.

3.63. Businesses allowed to operate in FTZs include trading, collecting, transhipment, forwarding,

customs clearance, assembling, packaging, repair, manufacturing, testing, and technological

services. Busines s allowed to operate in EPZs are: food; chemical products; electric appliances;
garments; machinery; metal products; miscellaneous industrial products; precision machinery;

vehicles; consulting services; information services; international trading; and oth er approved
industries defined as "high tech, capital intensive, high quality or high value added". 80 FTZs are
mainly aimed at developing a global logistics industry, while EPZs focus on promoting investment

and developing industries. Labour -intensive busin esses are discouraged.  Since 1986, overseas  banks
have been allowed to operate in the zones and foreign exchange businesses have no longer been

restricted to the designated banks in the EPZs.

3.64. As at 2016, there were 605 (568 in 2014) enterprises operating and employing
81,736 persons at10EPZs (Section3.3.1.2.3) ;79 enterprises (68in2014) were overseas -invested.
Most enterprises are engaged in manufacturing electronic parts and components; computers,

electronic, and optical products; non -metallic minera | products; and plastic products. In 2016, the
turnover of enterprises in the EPZs was approximately NT$377.2 billion, with around  NT$192 billion
sold to the local market. The same year, EPZs generated exports of US$13.3 billion and imports of

US$8.1 billi on that were equivalent to 4.8% (4.2% in 2013) and 3.5% (3.3% in 2013) of total

exports and imports, respectively.

® WTO document WT/TPR/S/302/Rev.1, 18 December 2015.
80 Economist Intelligence Unit (2017), Country Commerce , June, London. Viewed at: www.eiu.com .
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3.2.4.3  Other means of promotion

3.65. Chinese Taipei continues to operate promotion schemes aimed at helping exporters to explore

and expand markets, imp  rove product quality, and upgrade product image. Trade promotion
activities include organizing trade fairs and trade missions, providing market information, and

establishing e -platforms for exporters. The "Taiwan External Trade Development Council” (TAITRA ),
a non -profit organization, is responsible for implementing major trade promotion programmes and

projects. 8! At the time of the previous TPR, the BOFT was running several specific programmes such

as the Industrial Image Promotion Project, the Project to P romote Most -Value Products in Emerging
Markets, and the Gr  een Trade Promotion Project. In 2012, the last year for which data was made
available, NT$790 million were spent on BOFT's trade promotion programmes. In 2015, the most

problematic factors for expor ting were mainly: identifying potential markets and buyers; tariff
barriers abroad; access to incoming inputs at competitive prices; and, high cost or delays caused by
international transportation. 82

3.2.5 Export finance, insurance, and guarantees

3.66. The publicly o wned Export -Import Bank (Eximbank) remains the main institution that

promotes exports and provides export credit, insurance, re -lending, and other kinds of export
financing facilities. Short -term export credit (i.e. less than one year) aims to assist firms with
obtaining working capital; medium/long -term credit may cover a maximum of 85% of the contract

value of Chinese Taipei -made machinery, equipment, turn -key plants and other capital goods. 83
Finance by Eximbank is not conditional on export performance an d interest rates for export credit

are set at LIBOR or OECD Commercial Interest Reference Rates plus interest margin. Repayment is

made in equal semi -annual instalments commencing six months from the shipment date and credit
applicants may request a grace period of up to ten years (for turn -key plant, full -line equipment,
single machine, or other capital goods) or three years from the delivery date of the product.
Re-lending is provided to overseas banks in order to facilitate exports by strengthening their
competitiveness. 8 Eximbank also provides domestic firms with a finance facility for overseas
investment, and all the credit conditions are considered in line with the provisions of the OECD
Arrangement on Officially Supported Export Credit.

3.67. Inthe contex tofthe New Southbound Policy (Section 2.2), Eximbank is committed to building

sound financing, guarantee and export credit insurance mechanisms. It is also engaged in integrating

the NDF development fund, the SME development fund of the MOEA, and the BOF T trade promotion
fund to jointly provide manufacturers with all types of loans, guarantees and export credit insurance

under preferential terms relating to the grace and repayment periods to assist manufacturers expand

their exports to the ASEAN, South As ia, Australia, and New Zealand markets. 85 Furthermore, in
addition to 18 economies targeted by the New Southbound Policy, in 2016 and 2017 the Eximbank
continued to focus on key export expansion markets chosen by the MOEA, including the United

States, Turke vy, Viet Nam, China, Indonesia, India, Germany, Malaysia, South Africa, Mexico, the
Philippines, and the United Arab Emirates. The Eximbank's average outstanding loans totalled

NT$106.46 billion at end -March 2018, up by 2.8% from a year earlier. 8 In 2017, E ximbank
guarantees totalled NT$22.1 billion, an increase of 17.4% compared to 2016. 87 The same year export
credit insurance underwritten by Eximbank was NT$115.8 billion, a year -on-year growth rate of
0.5% from 2016; its export insurance amount was about NT $41 billion, representing an increase of

NT$2.8 bilion compared to 2016. In 2017, the Eximbank approved a total amount of

81 Online information . Viewed at:  https://www.taiwantrade.com/

82 World Economic For um and the Global Alliance for Trade Facilitation (2016), Global Enabling Trade
Report 2016 . Viewed at:  http://reports.weforum.org/global -enabling -trade -report -2016/ .

8 Eximbank online information,” Medium and Long-Term Export Credit ". Viewed at:
http://www.eximbank.com.tw/en -us/BankServices/Loans/Pages/MLTEC.aspx ; Economist Intelligence
Unit (201 7), Country Commerce , June, London. Viewed at: www.eiu.com .

84 As of the end of 2016, Eximbank had established relending facilities in 22 markets comprising: Chile,

Colombia, Dominican Republic, El Salvador, Honduras, Nica ragua, Paraguay, Peru, Armenia, Belarus, Bulgaria,
Czech Republic, Russian Federation, Turkey, Israel, Cambodia, India, Indonesia, Mongolia, the Philippines,
Thailand, Viet Nam and the United States, with a total of 67 financial institutions overseas; the total relending
amount stood at US$715 million. Eximbank (2017), Annual Report 2016 , June.

8 The NDF development fund provides a higher proportion of financial assistance to enterprises
investing in the ASEAN, South Asia, Australia, and New Zealand markets . Eximbank (2017),  Annual Report
2016 , June.

86 Economist Intelligence Unit (2017), Country Commerce , June, London. Viewed at: www.eiu.com .

87 Eximbank (2017),  Annual Report 2016 , June.
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NT$20.68 hillion for export credit to key export expansion markets, representing an increase of
6.5% over 2016. As at 2017, the appro ved amount of policy export loans and loans to emerging
markets accounted for 59.1% of Eximbank's total approved amount of export loans; insurance
underwritten for emerging markets accounted for 49.7% of its total export credit insurance. The

same year, SM Es accounted for about 85% of Eximbank's export credit insurance, a 12.5% increase
over the same period in 2016.

3.3 Measures Affecting Production and Trade
3.3.1 Incentives 88

3.3.1.1 Taxation

33111 Features

3.68. During the review period, t otal tax revenue as a share of GDP peaked in 20186, reflecting an
overall rise of 8% (2016), before slightly dropping in 2017, and remaining relatively low compared

to the OECD average of 34.1% in 2016 (Table 3.5). 89 The contribution of customs duties to total tax
revenue remained significant and relatively stable (ranging from 5.2% to 5.4% of total tax

revenues); the  Profit - Seeking Enterprise Income Tax and the Individual Income Tax remain the main
general direct tax ~ components followed by the Business Tax. Reliance on indirect taxes (i.e. their
share to total tax revenue) decreased by about 8%.

Table 3.5 Structure of direct and indirect tax revenue, 2013 -17

Tot al net tax revenue (N 1,834./1,976./2,134.{2,224.|{2,251.
% of GDP 12.0 12. 3 12. 7 13.0 12. 9
Direct taxes 59. 5 59. 8 6 2. 0 6 2. 5 6 2. 6
ProfSeeking Enterprise |n 19. 1 20. 4 21.7 22.9 22.3
I ndividual Il ncome Tax 21. 4 20. 8 22. 2 22. 3 21. 4
Estate and Gift Tax 1.3 1.3 1.5 2.1 2.3
Securities Transactions 3.9 4.5 3.8 3.2 4.0
Futures Transactions Tax 0.1 0.1 0.2 0.2 0.2
Land Value Tax 3.9 3.6 3.3 4. 2 4. 2
Land Value I ncrement Tax 5.6 5.1 5.3 3.7 4. 2
House Tax 3.4 3.3 3.3 3.3 3.4
Deed Tax 0.7 0.6 0.6 0.5 0.6
Indirect taxes 40.5 40. 2 38. 0 37. 5 37. 4
Customs duties 5.3 5. 4 5.2 5.2 5.1
Commodi ty Tax 8.9 8.7 8.6 8. 2 7.9
Tobacco and Al cohol Tax 2. 4 2.2 2.1 2.1 2.2
Business Tax 16. 5 17.0 15.7 15. 9 16. 1
Vehicle Taxence 3.1 3.0 2.9 2.8 2.9
St amp Tax 0.6 0.5 0.5 0.5 0.5
Amusement Tax 0.1 0.1 0.1 0.1 0.1
Financi al Enterprises Bu 1. 4 1.3 1.2 1.1 1.0
Heal th and Welfare Surch 1.9 1.7 1.6 1.5 1.4
Speci al and Provisional 0.0 0.0 0.0 0.0 0.1
Specifically Selected Go 0.3 0.3 0.2 0.1 0.1

Source: Data supplied by the authorities.
3.3.1.1.2 Indirect taxation

3.69. Chinese Taipei's relatively complex indirect tax structure remains unchanged. It includes the

Value -Added and Non -Value -Added Business Tax, the Commaodity Tax, tobacco and alcohol taxes,

the Health and Welfare Surcharge and the Specifically Selected Goods a nd Services Tax. All indirect
taxes are considered to apply equally in terms of same rates and conditions to both domestically

produced and imported goods and services.

88 Detailed information on all taxation and tax incentives issues is available online in the Ministry of
Finance's Guide to Taxes 2017 . Viewed at:  http://www.mof.gov.tw/File/Attach/75532/ File_10791.pdf
8 Online OECD data . Viewed at:  https://stats.oecd.org/Index.aspx?DataSetCode=REV
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3.70. The Business Tax, in the value -added and non -value -added form, continues to be levied under

the Value -Added and Non -Value -Added Business Tax Act( VANVABT). The Value -Added Business Tax
(VAT) is collected from business entities at the time of selling goods and services at a rate of 5%.
The VAT is calculated either on the basis of actual sales or the customs value of incoming goods plus

taxes and related duties and taxes (e.g. customs duties and/or Commodity Tax) or other methods

depending on the item. To add ress VAT collection problems arising from frequent e -commerce
transactions, the VANVABT Act was amended on 28 December 2016 to require overseas companies
undertaking online sales of services (e.g. hotel bookings, travel packages, digital music) to local

individual consumers to register as business es, obtain a tax identity number and file VAT in Chinese
Taipei; the system entered into force on 1 May 2017 and at present there are 76 registered
companies.

3.71. The Non -Value -Added Business Tax applies to: enterpris es engaged in banking and insurance
for banking and insurance business at 5% as from 1 July 2014 (previously 2%); to enterprises

engaged in banking, insurance, investment trusts, securities, futures, commercial paper and
pawnshops for their core business a t 2%, other operations which are non -core business at 5%; the
reinsurance premiums of insurance enterprises at 1%; small businesses at 1%; night clubs or
restaurants providing entertainment at 15%; saloons or tearooms, coffee shops, and certain bars at

25% ; and, consignees in agricultural wholesale markets and small businesses supplying agricultural

products at 0.1%.

3.72. A zero tax VAT rate continues to be levied on the sale of goods and services including:
outgoing goods; services relating to export or servic es provided in Chinese Taipei but used overseas;
goods sold to outbound/transit passengers in duty -free shops; goods/services sold to a bonded zone
business entity for its operational use; international transportation; and vessels and aircraft used in

inte rnational transportation and deep sea fishing boats. 9% Exemptions from VAT apply to supply of
goods and services and importation of certain goods. o1

3.73. During the review period, no major changes other than temporary exemptions on purchases

of certain types of vehicles (e.g. buses for the disabled, wheelchair -accessible vehicles,
electric -operated automobiles or motorcycles), have been introduced to the Commodity Tax, a

single -stage sales tax levied under the Statute for Commodity Tax at the time goods are dispa tched
from a factory or are imported (Table A3.7). Goods subject to commodity tax are taxed on an ad
valorem or specific basis depending on the product. They include: rubber tires, cement, beverage,

flat - glass, oil and gas, electric appliances, and vehicle s (Table A3.7). The Commodity Tax valuation

basis for domestically produced goods is the manufacturers' selling price less other Commaodity Tax

included in the price or the customs value plus the corresponding customs duty for imports. 92 Raw

% Article 7 of Value -Added and Non -Value -Added Business Tax Act . Viewed at:
http://law.moj.gov.tw/Eng/LawClass/LawAll.aspx?PCode=G0340080

% The supply of goods and services includes: sale of land; water supplied to farmland for irrigation;
medical services, medicines, ward lodging and meals provided by hospitals, clinics, and sanitariums; social
welfare services provided by social welfare organizations or institutions or labour organizations, duly
established with the permission of the competent authority, and social we Ifare services consigned by the
authorities; education services; textbooks issued by publishing industry and authorized by education
authorities; goods and services sold by student -run shops; newspapers, magazines, newsletters,
advertisements, television a nd broadcasting programs; goods and services sold to their members by
co-operatives, goods and services sold to their members by farmers', fishermen's, workers', commercial, and
industrial associations in accordance with the law; proceeds from goods sold i n tenders, charity sales, and
charity shows; goods and services sold in prison workshops and their finished goods stores; services rendered
by post and telecommunications offices; monopoly goods sold at statutory prices by publicly owned monopoly
industrie s and by business entities; service of consigned sale of stamp tax tickets and postage stamps; goods
or services sold by peddlers or hawkers. The importation of goods includes: ships and aircraft; fertilizers; gold

bars, gold bricks, gold foil, gold coins, and gold ornaments; and, domestic antiques. Ministry of Finance Guide

to Taxes 2017 . Viewed at:  http://www.mof.gov.tw/File/Attach/75532/File_10791.pdf (pp. 92 -94 and 95 -96).
92 In addit ion, for products manufactured for others with materials provided by the consignor, the selling

price for the computation of the taxable value is the consignor's selling price; for newly -manufactured

commodities or in the absence of similar products, the t axable value may be temporarily computed on the

basis of their manufacturing costs plus profit until they are marketed; then the taxable value will be

determined in accordance with their selling prices, with adjustment to be made for tax collection. Minist ry of

Finance Guide to Taxes 2017 . Viewed at:  http://www.mof.gov.tw/File/Attach/75532/File_10791.pdf (p. 108

and 112).
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materials used f or manufacturing other taxable commodities, outgoing goods, and goods for
exhibition, but not for sale, are exempt from the Commodity Tax.

3.74. Tobacco and alcohol taxes continue to be levied on tobacco or alcohol items produced
domestically (including the rel ated manufacturing and packaging) or from overseas upon their
removal from the local factory or upon importation. % Following the 2017 amendments to the
Tobacco and Alcohol Tax Act, the tobacco tax rate has more than doubled, from NT$590 to NT$1,590

per 1,0 00 cigarettes or per kilogram of other tobacco products (e.g. cut tobacco, cigars). Reportedly,

instead of being included in the regular government account for revenue and expenditures, since

12 June 2017 the additional revenue has been allocated to a spec ial fund to finance services related

to long -term care, established in accordance with the Long -Term Care Services Act. % In addition,
tobacco and tobacco products remain subject to the Health and Welfare Surcharge. % Concerns
remain over the taxation level of the mijiu rice wine, a fermented beverage for cooking and other

uses, that continues to be taxed at the much lower rate than the rate applied to alcoholic beverages

not for cooking, thus competing with, or being a substitute for, incoming alcoholic beve rages not for
cooking. % The authorities indicated that the mijiu rice wine is used only for cooking, therefore it

does not directly compete with, or substitute imported alcoholic beverages; the same tax rate is also

applicable to incoming "Cooking Rice Win e"on anon -discriminatory basis.

3.75. The Specifically Selected Goods and Services Tax (SSGST) continues to be charged on

"high - priced" goods, such as passenger cars, yachts with a full length of not less than 30.48 meters,
airplanes, helicopters, ultra  -light vehicles, furniture, turtle shells, hawksbill, coral, ivory, and furs
and fur products, and membership rights, at a rate of 10%. 97 More than 40% (30% in 2013) of

SSGST revenue was collected at the border in 2017.
3.3.1.1.3 Direct taxation

3.76. The Profit Seeking Enterpr  ise Income Tax at rates of zero for income up to NT$120,000 and

17% for income of NT$120,001 and above, remained unchanged until 2017 but following a tax

reform as from January 2018 its rate was raised to 20% (Section 1.2.4.1). However, profit -seeking
ente rprises with a taxable income of not more than NT$500,000 have been subject to annual
adjustments with a tax rate of 18% for 2018, 19% for 2019 and 20% for 2020 onwards. In 2015,

the number of the Individual Income Tax brackets was revised from five to six with the addition of
the 45% tax rate bracket on the portion of net income over NT$10 million. Under the 2018 tax
reform, in order to attract professionals to stay in Chinese Taipei and raise its international
competitiveness, the highest individual incom e tax rate was reduced from 45% to 40% and the
number of Individual Income Tax brackets was again revised from six back to five. Following the

June 2015 amendment of the Income Tax Act, as of 2016, a new real property tax regime took effect

settinga 17%  (until 2017, 20% since 2018) rate for local corporate taxpayers and a rate of 35% or

45% on profit  -seeking enterprises with head offices located outside of Chinese Taipei, depending on
whether the property is held for more than one year or less than one yea .98 A profit -seeking

9 The tax affects: cigarettes (NT$1,590 per 1,000 sticks); cut tob acco, cigars and other tobacco
products (NT$1,590 per kilogram); beer (NT$26 per litre) and other brewed alcoholic beverages (NT$7 per
litre, per degree of alcohol content); distilled spirits (NT$2.5 per litre, per degree of alcohol content);
reprocessed a Icoholic beverages with alcohol content exceeding 20% by volume (NT$185 per litre) and with
alcohol content equal to or less than 20% by volume (NT$7 per litre per degree of alcohol content); cooking

alcoholic products including cooking rice wine (NT$9 per litre); other alcoholic beverages (NT$7 per litre, per
degree of alcohol content); and, ethyl alcohol (NT$15 per litre). Ministry of Finance Guide to Taxes 2017
Viewed at:  http://www. _mof.gov.tw/File/Attach/75532/File_10791.pdf

9 Library of Congress online information. Viewed at: http://www.loc.gov/law/foreign -

news/article /taiwan -proposed -amendments -to-tobacco -and -alcohol -tax/ .
% The surcharge is levied on cigarettes (NT$1,000 per 1,000 sticks), and cut tobacco, cigars and other
tobacco products (NT$1,000 per kilogram).

9% WTO document WT/TPR/S/232/Rev.1, 28 July 2010; ECCT (2017), 2018 Position Papers - Clearing
the Hurdles to Economic Progress , November. Viewed at
http://www.ecct.com.tw/file/P ublications/201711151808326974.pdf ;and USTR (2017), 2017 National Trade
Estimate Report on Foreign Trade Barriers . Viewed at:
https://ustr.gov/sites/default/files/f iles/reports/2017/NTE/2017%20NTE.pdf

97 WTO document WT/TPR/S/302/Rev.1, 18 December 2015; Ministry of Finance Guide to Taxes 2017
Viewed at:  http://www.mof.gov.tw/File/Attach/75532/Fi le_10791.pdf

% Online information. Viewed at: https://www.pwc.tw/zh/publications/assets/taiwan -pocket -tax -book -

2017.pdf_ (p. 9).
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enterprise which has its head office in Chinese Taipei and is engaged in maritime transportation may
apply to be taxed under the tonnage tax regime.

3.3.1.2 Production assistance

3.77. Chinese Taipei continued to encourage production and trade thro ugh various tax and non  -tax
incentives (Table A3.7). According to its two notifications submitted to the WTO Committee on

Subsidies and Countervailing Measures during the review period, support has been provided to

agriculture (rice, diversified crops, tob acco leaves, sugar) (Section 4.1), fisheries (buy -back of
fishing vessels, closing fishery season, insurance costs) (Section 4.3), industry (SMEs upgrading,

high -technology industries, in  -zone firms, petroleum facilities) and R&D (new outstanding products,

industrial technology development, oil and gas exploration) through various tax and non -tax
measures including duties and tax exemptions, guaranteed purchases, payments, grants, and
concessional loans, depending on the programme. % In most cases the durati  on of the support

measure remained unspecified and its trade effect difficult to determine. In 2015, the total annual

cost of the notified support was not less than NT$61.8 billion of which 20.6% was delivered through

budgetary outlays and the rest via tax expenditures (Business tax exemption of imports to in -zone
firms (high -technology, EPZs (Section 3.2.4.2 and below))). Chinese Taipei produces an annual

report on tax expenditures (e.g. foregone tax revenue in the form of tax incentives) related to

income tax (since 2005) andvalue  -added and non -value -added business tax (since 2017) incentives.

3.3.1.21 Small and -medium -sized enterprises

3.78. Small and -medium -sized enterprises (SMEs) remain the backbone of the economy. 100 During
the review period, amendments were introduc ed to the tax benefits under the Act for Development

of Small and Medium Enterprise (Table A3.7). SME -specific employment -related tax incentives
remain in place. Between 2014 and 2016, 412 firms benefitted from these incentives that
represented a total of NT$63.88 million of forgone tax revenue. SMEs continue to benefit from
assistance in the form of soft loans and credit guarantees under the SME Credit Guarantee Fund

operated by the SME Administration (SMEA) of the MOEA. 101 The development fund's (NDF)
Programme to Support Industries to Adjust to Trade Liberalization, in particular on SMEs, has
continued to provide preferential loans for "rejuvenant projects” to enterprises affected by
liberalization (Table A3.7). 192 Furthermore, public administration entities are expected to assist SMEs
to acquire business opportunities in public procurement projects or construction works

(Section 3.3. 6). 1%

3.3.1.2.2 Research and development
3.79. Research and development (R&D) remains an important driver for Chinese Taipei's economy,

and sup port in this area remains in place (Table A3.7). 104 The main tax incentives for R&D continue
to be provided under the 2010 Statute for Industrial Innovation (SlI) (Section 3.3. 5), which is to be

9 WTO documents G/SCM/N/315/TPKM, 24 July 2017, and G/SCM/N/284/TPKM, 30 June 2015.

100 According to a 2016 White Paper's statistics on SMEs, in 2015 there were about 1.38 million SMEs,
2.3% more than the previous year, accounting for 97.7% of all enterprises and 78.2% of total employment in
Chinese Taipei. Their activities represented 30.4% of total sales and 15.2% of total export sales. Local sales

accounted for 87.5% of SMEs' total revenue, of which 79.7% was in the services sector. In Chinese Taipei, an
SME is a firm with a paid  -in capital of NT$80 million, or less, and less than 200 regular employees

(manufacturing, construction, mining and quarrying industries), or an annual sales revenue of NT$100 million

or less and less than 100 regular employees (agriculture, forestry and fisheries, wa ter, electricity and gas,

commercial, transportation, warehousing and communications, finance, insurance and real estate, industrial
and commercial services or social and personal services industries). Micro enterprises refer to SMEs with fewer
than 5 pers ons employed on a regular basis. Online information . Viewed at:
https://www.moeasmea.gov.tw/ct.asp?xltem=70&CtNode=261&mp=2

101 QOnline information . Viewed at:
https://www.moeasmea.gov.tw/ct.asp?xltem=86&CtNode=324&mp=2

102 WTO document WT/TPR/S/302/Rev.1, 18 December 2015.

103 Article 37 of the Act for Development of Small and Medium Enterprises . Viewed at:
https://www.moeasmea.gov.tw/Ip.asp?ctNode=299&CtUnit=78&BaseDSD=7&mp=2 .

104 1n 2015, Chinese Taipei's spending on R&D, adjusted for purchasing power parity (PPP), totalled
US$33.7 billion, was 3.6% higher than the previous year, and ranked ninth highest among 42 economies
worldwide. It accounted for 3.1% of GDP and represented an average annual increase of 6.1% over the
previous five years, the 13 " highest among the same 42 ec onomies, according to the DGBAS. Online
information . Viewed at:  http:/focustaiwan.tw/news/aeco/201707190027.aspx
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in force until 31 December 2019 although the authorities are to evaluate the possibility of adjusting
the tax incentives for R&D investment. 105 Further tax incentives have been available under the Tax

Benefits for the Encouragement of Investment scheme (Table A3.7). In 2014 and 2015, 766 and

699 (profit -seeking) enterpr ises applied for these tax incentives equivalent to NT$14.982 billion and

NT$17.7 billion respectively. Under the Industrial Development Programme, Chinese Taipei has

provided R&D -related subsidies for the development of new outstanding projects and indust rial
technology (Table A3.7).

3.3.1.2.3 Designated zones

3.80. Support continues to be available for companies operating in designated areas (Table A3.7).
In addition to other incentives in place for EPZs and FTZs (Sections 3.2.4.2), under the Preferential

Land - Lease Pro gramme for Industrial Estates based on the two principles of "parallel lease and sale"

and "leasing is preferable to sale", the authorities continue to provide rent -free leasing for land in
industrial parks under the jurisdiction of the MOEA. 106 |nthe past, land within industrial estates could

be purchased in instalments over five to seven years, and 70 -90% of the land price could be
borrowed from government banks at "reasonable” terms but this does not apply at present; the
authorities indicated that this t ype of support (i.e. concessional terms of loans for leasing land after

several extensions) was phased -out by end 2014. 107 At present, the MOEA places an emphasis on

incentives to companies that conduct rapid investment in factory setup; under the "Investmen t

Boosting Programme - Preferential Land -Lease Programme for Industrial Estates" it provides rent -
free leasing concessions for the initial two -year period of investment. As at 2017, 595 (952 in 2010)
companies rented 361 (778 in 2010) hectares of land and had created 81,471 (84,398 in 2010)
jobs. As at May 2017, Chinese Taipei had 62 industrial parks under the jurisdiction of MOEA,
46 industrial parks developed by local governments, 66 industrial parks developed by the private
sector, 10 export  -processing z ones (Section 3.2.4.2), 3 science parks, 2 software parks and 7 other
types of special zones (free  -trade zones, agricultural biotechnology parks (Section 4.1), and
environmental -science and technology parks). 108 The same year there were 943 companies
registe red in all these zones/parks providing 272,194 jobs and with a total sales revenue of
NT$2.5 trillion. No data on the share of designated zones other than EPZs in total outgoing
merchandise trade were available from the authorities (Section 3.2.4.2).

3.3.1.24 Sect or - specific support

3.81. During the review period, tax and non -tax incentives supported agricultural activities (Tables

A3.6 and A3.7, and Sections 3.3.1.1.2, 3.3. 4.2 and 4.1.1.5). According to the authorities, promoting

import -substitution forms part of its ne w agricultural policy elements (Section 4.1). 109 According to
its 2017 WTO natification, in 2011 and 2012 Chinese Taipei provided product - and non -product -
specific support to agriculture, the former in the form of guaranteed prices, contract guaranteed,

dryi ng subsidy, freight subsidy, purchase, and the latter in the form of input subsidies (agricultural

machinery, fertilizers, waiver/reduction of electricity fees) (Section 4.1.1.5.1). 10 During the review
period, the submission of relevant WTO notifications of domestic support was delayed due to the
time required to collect and calculate the data; the authorities indicated that these notifications

would be submitted soon. Non -tax incentives were also available for fisheries including aquaculture
(Section 4.1.3.  6). Oil used by farmers and fishermen is exempt from VAT, and additional support in

the form of discounts is available for gasoline and diesel used by fishermen; the authorities consider

that these subsidies are not sector -specific (Sections  3.3. 4.2and 4. 1.3.6).

105 Economist Intelligence Unit (2017), Country Commerce |, June, London. Viewed at: www.eiu.com .
106 More information is available online . Viewed at:
http://investtaiwan.nat.gov.tw/showPage?lang=eng&se arch=reward
107 Special incentives in the form of reduced leases apply to Changhua Coastal Industrial Park, Hualien
Hoping Industrial Park, llan -Litse, Tainan Technology Park and Yunlin Technology Industrial Park.
108 Economist Intelligence Unit (2017), Industry Report: Automotive, 2nd Quarter , London. Viewed at:
Www.eiu.com/automotive
109 The authorities indicated that the import substitution objective consists of encouraging farmers to
shift from paddy produc tion to diversified crops to boost domestic coarse production, thus alleviating
Chinese Taipei from relying on grain imports and promote local production. Another benefit is to reduce the
overdraft of groundwater for paddy irrigation and therefore address the already prominent land subsidence
issue.

110 WTO documents G/AG/N/TPKM/106, 28 August 2013, and G/AG/N/TPKM/154, 26 September 2017.
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3.82. Grants to support exploration and development of oil and gas reserves remain in place

(Table A3.7 and Section 4.2.2.3). Special electricity tariff discounts are available to public utilities

including water plants, electric trains and railways, public and private schools at all levels, sheltered
workshops, registered social welfare organizations and nursing homes; no other special electricity

tariffs are available to other consumers who are split into commercial and non -commercial users
(Section 4.2.2.2). 1 As from 2017, a nearly NT$ 79 billion Electricity Price Stabilization Fund has
been used to offset losses of the publicly owned electricity company Taipower (Section 3.3. 5); the
authorities indicated that so far NT$ 4 billion had been transferred to Taipower.

3.83. In addition to support for R&D and operations at designated zones parks (Table A3.7),
manufacturing activities continue to benefit from tax incentives to: boost investment in upgraded
equipment; promote incorporation and expansion of emerging and strategic industries; import
machinery and equipment not produced locally; invest in the manufacturing and technical services

industry; and invest overseas. Between 2012 and 2015, the amounts of taxes reduced or exempted

to promote the upgrading of in dustry have dropped by 44.3% to NT$62.6 billion whereas taxes

rebated for exports rose by 34.8% to NT$3.1 billion; likewise the share of the amount of non -export
related tax relief as a percentage of tax revenues in recent years dropped from 6.3% to 2.9%

whereas the share related to exports remained stable at 0.1% (except for 2014). 12 Since July 2013,
the Central Bank no longer offers special loans via the commercial banking system at preferential

interest rates to finance imports of machinery and equipment for major industries.

3.84. During the review period, Chinese Taipei continued to provide tax incentives to support

specific industries (Table A3.7) including: the biotech and pharmaceutical industry (under the Act

for the Development of Biotech and new Pharmac eutical Industry) (Sections 2.4.1, 3.3.1.2.3,
3.3.2. 2,4.1.1 and 4.3.1); the automotive industry; and development of international airport parks

(under the International Airport Park Development Act). 113 preferential loans through a NT$10 billion
fund remain available for the promotion of the aerospace industry. To boost local investment in high -
tech industries, the authorities provide funding for medium - and long -term concessional credit
facilities. The funds are meant for: investment in the information, mac hinery, electronics and textiles
industries; purchase of pollution -control equipment; purchase of automated machinery and other

factory -automation equipment; and government -encouraged investment projects. Each overseas
company helping a local company set u p a computerized operating system is eligible for
NT$50 million in subsidies. !4 Between 2014 and 2018, grants allocated for developing new leading
industries (e.g. 3C industry (i.e. computer, communication and consumer electronics),
semiconductors) peakedi  n 2015 at NT$420.8 million then dropped to NT$273.9 million in 2018; the

3C industry has been the largest recipient of these grants.

3.85. Tax benefits support investment in production of local motion pictures (Table A3.7). 115 The
Financial Technology Development and Innovative Experimentation Act ("the Act") was promulgated
on 31 January 2018. The Act is enacted for establishing a Fintech innovative experimentation

mechanism and creating a safe environment for Fintech R&D and pilot trials of the financial industr y

and related sectors, while maintaining financial market order and protecting customers' rights. The

Act is applicable to experimenters that use innovative methods to engage in any financial services

business that requires approvals from the Financial Sup ervisory Commission (FSC) (Section 4.4.2).
Natural persons, proprietary business, partnership, and legal persons, as well as non -residents
through an agent all may apply for innovative experiments. The experimentation period is up to one

11 Article 52 of the Electricity Act.

12 Ministry of Finance (2016), Government Finance - 2016 , July.

113 1n November 2016, th e authorities announced a number of measures to support the biotechnology
industry, including: investment of NT$10.9 billion in 2017 to boost its value to NT$ 1 trillion by 2025; the
creation of a "biomedical corridor" between Chinese Taipei's science park s; a tax incentive scheme for
biomedical start -ups; and relaxed regulations on inbound investment and recruitment into the sector.
Concerning the automotive industry, Commodity Tax reductions or exemptions have fully benefited

electric - powered motor vehicl  es (including electric motor bikes), LPG cars, | ow -chassis buses, gas buses,
hybrid -power buses, electric buses, and rehabilitation buses for the disabled (Section 3.3.1.1.2). In January
2016, the Ministry of Finance amended existing legislation to provide a tax break of NT$50,000 (US$1,500) for
those upgrading to a newer model within half a year of selling a car that is at least six years old. Online
information. Viewed at: ht tp://investtaiwan.nat.gov.tw/showPage?lang=eng&search=10310016 ; Economist
Intelligence Unit (2017), Industry Report: Automotive, 2 nd Quarter, 9 April, London. Viewed at:
www.eiu.com/automotive ;and Economist Intelligence Unit (2017), Industry Report: Healthcare, 3 4 Quarter ,
22 August, London. Viewed at: www.eiu.com/healthcare

114 Economist Intelligence Unit (2017), Country Commerce , June, London. Viewed a t: www.eiu.com .

115 Online information. Viewed at: http://www.mof.gov.tw/File/Attach/75532/File_10791.pdf (p. 207).
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year and the appli cant may apply for a one  -time extension up to six months. However, if the
experiment involves laws that should be amended, the experimentation period extension is not

subject to the restriction of a one -time extension and the overall period may be extended to three
years.

3.3.1.25 Other assistance

3.86. Tax incentives are available to promote reasonable operation of an enterprise, private
participation in infrastructure projects and investment in less -developed regions (Table A3.7). 116

3.3.2 Standards and other technical requirements

3.3.2.1 Standards, testing, and certification

3.87. During the review period, the institutional setting in this area has remained virtually
unchanged. The Bureau of Standards, Metrology and Inspection (BSMI), under the MOEA, remains

in charge of standardi  zation, metrology and product inspection. Its activities also encompass the
development of domestic standards, the verification of weights and measuring instruments, the

inspection of commodities and the provision of other certification or testing services .17 By the end
of 2018, due to organizational policy adjustments, the BSMI is to cease its certification services for
all management systems, except for Hazard Analysis and Critical Control Points (HACCP). More than

20 private or non -profit organizations pr  oviding certification services in one or more areas of
management systems are taking over certification activities along with the process of BSMI's exit

from the certification market. 118 At present, eight standards -related institutions involved in the
develo pment and promotion of standards are under the BSMI. 119 Regarding testing services, the
BSMI maintains testing laboratories in regulated sectors and also undertakes research on testing

methods in areas of emerging technologies. Currently, the testing laborat ories of BSMI and its six
branches (see above) are capable of performing tests of physical, chemical, electrical and
electromagnetic compatibility properties of products. Such capabilities are important to assist in

feasibility studies required for develop ing domestic standards and regulating product safety. 120
Product testing activities that lead to certification are conducted at BSMI designated laboratories. A

complete list of designated laboratories may be found on the BSMI website. 121

3.88. The BSMI maintains co operation arrangements with 31 organisations in 24 economies. As at
February 2018, the BSMI had signed Mutual Recognition Agreements (MRAs) with eight economies

(the United States (1999, 2010), Canada (2002), Australia (2004), New Zealand (2005, 2017),
Singapore (2005), Viet Nam (2004) , Japan (2012) and the Philippines (2017)) on the acceptance of
conformity assessment results in regulated sectors. 122 The BSMI remains a participant in the APEC

116 Under the Business Mergers and Acq uisitions Law (M&A Law) a company, which acquires the assets
and shares of another company and pays for the acquisition with its own voting shares, and provided that the
total of such shares exceeds 65% of the value of the acquired shares, can benefit from exemptions from,
inter alia, Stamp Tax, Deed tax, and Securities Transaction Tax. Online information. Viewed at:
http://www.mof.gov.tw/File/Attach/75532/File_10791.pdf (p. 213) and
http://investtaiwan.nat.gov.tw/showPage?lang=eng&search=10310016 .

17 As at February 2018, the BSMI had seven departments, six administrative units, six branches and
thirteen offi ces. The six branches are located in Keelung, Hsinchu, Taichung, Tainan, Kaohsiung and Hualien.
BSMI online information. Viewed at: https://www.bsmi.gov.tw/wSite/ct?xltem=3735&ctNode=80 5.

118 According to the authorities, over the last 25 years, certification of management systems reached
their fullest potential; the number of existing certification bodies to meet the needs of local industry for global
deployment is sufficient and their co mpetence is internationally recognized. BSMI (2017), 2016 Annual Report
of BSMI , April 2017. Viewed at: https://www.bsmi.gov.tw/wSite/public/Data/f1495182475951.pdf

119 The standa rds -related institutions involved in the development of CNS are the NSRC standards
review council and NSTCs standards technical committees. In addit ion, the BSMI also recognizes
6 standardizing groups, mainly industry associations or non -profit organizatio ns, that participate in the
development activities of standards.

120 BSMI (2017), 2016 Annual Report of BSMI  , April 2017. Viewed at:
https://www.bsmi.gov.tw/wSite/public/Data/f1495182475951 . pdf

121 1t includes designated electromagnetic compatibility (EMC) and safety testing laboratories;
designated testing laboratories for machinery and mechanical products; and chemical products testin g
laboratories recognized by the BSMI overseas. BSMI online information. Viewed at:
https://www.bsmi.gov.tw/wSite/np?ctNode=4116&mp=1 .

122 More detailed information on cooperation partners wi th whom agreements/MoUs were signed is
available at: BSMI (2017), 2016 Annual Report of BSMI , April 2017. Viewed at:
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Sub-Committee on Standards and Conformance, and the International Organization of Legal
Metrology (OIML); it also participates in the General Conference on Weights & Measures (CGPM),

the Asia Pacific Legal Metrology Forum (APLMF) and the Asia Pacific Metrology Programme (APMP). 123
To bring domestic standards in line with i nternational standards, the BSMI continues to follow the
standardization -related activities of international standardising organisations, such as ISO, IEC,

Codex, ITU, UN/ECE, etc. 1?4 It remains the WTO/TBT Enquiry Point of Chinese Taipei.

3.89. The 2017 BSMI Wor k Plan has been focused on domestic standards for green energy
technologies, precision machinery, green transportation, energy -saving, environmental protection,
public construction, and consumer and senior care products. With respect to energy -saving and
environmental protection, emphasis is placed on cycling products, electric vehicles, energy
management system and smart meters. In response to public concerns raised by consumers for a

healthy and safe living environment, the BSMI continues to work on, inte ralia, synthetic detergents,
tyres, wheelchairs, infant products and products used for public construction. 125 The areas identified
in the 2017 work plan remain the focus areas of the 2018 plan; new products such as those in the

energy -saving area, i.e. fue | cell technologies, wind turbines and photovoltaic energy management
systems, were included. In response to the needs of manufacturers, consumers and other users,

Chinese Taipei's semi -annual work programme objective is to draft and revise domestic standa rds
with a view to applying a set of consistent standards to local products, procedures and services. 126

3.90. During the review period, the legislative framework in standardization and inspection has
remained largely unchanged. Its main legal instruments include the Standards Act, the Commodity
Inspection Act, the Weights and Measures Act, and their implementing regulations. The Regulations
Governing Monitoring Inspection were amended in December 2014 to clarify the manner in which
monitoring inspection is perform ed and to expedite the customs clearance procedures by allowing
advance payment of inspection fees under conditions approved by the BSMI. 127

3.91. Regulatory impact analysis (RIA) is one of the elements of Good Regulatory Practice (GRP)
(Section 2.1). The BSMI in  troduces technical regulations on a risk -based approach, where risk
assessment is performed at different stages of the product safety system, including setting
standards, decision on regulating, pre -market control, border checks, and market surveillance.
Public hearings are also held to engage stakeholders more directly in order to understand the impacts

of proposed measures.

3.3.2.1.1  Voluntary, compulsory and aligned standards

3.92. Standards continue to be implemented on a voluntary basis, unless they are designated a S

technical regulations (Article 4 of the Standards Act). 128 Chinese Taipei's standards (CNS) are based
primarily on international standards, such as those developed by the International Standards
Organization (ISO), International Electrotechnical Commission (IEC), and International
Telecommunications Union (ITU). 129 Asatend -2017, there were 13,391 (14,651 in 2013) standards,

of which 282 (2.1%) were designated as technical regulations; at the same time, 99% of CNS
standards were equivalent to international ones (Table A3.8). Technical regulations are administered

https://www.bsmi.gov.tw/wSite/public/Data/f1495182475951.pdf ; and information provided by the
authorities.

12 The APEC Sub -Committee on Standards and Conformance identified six priority areas for member
economies to align their domestic standards with international standards for the period of 2014 -2018. These
priorit y areas comprise: (i) solar PV, (ii) electrical product safety, (iiij) LED lighting, (iv) energy management,

(v) electrical accessories, and (vi) EMC. Chinese Taipei authorities report that they achieved the goal of
aligning domestic standards in these area s with international standards. BSMI online information. Viewed at:
https://www.bsmi.gov.tw/wSite/ct?xItem=3770&ctNode=808&mp=2

124 BSMI online information. Viewed at:
https://www.bsmi.gov.tw/wSite/ct?xItem=3770&ctNode=808&mp=2

125 BSMI (2017), 2016 Annual Report of BSMI  , April 2017. Vlewed at:
https://www.bsmi.gov.tw/wSite/public/Data/f1495182475951 . pdf

126 BMSI online information. Viewed at:
https://www.bsmi.gov.tw/wSite/ct?xItem=3784&ctNode=808&mp=2

127 BSMI online information. Viewed at:
http://www.bsmi.gov.tw/wSite/public/Attachment/f1425953896025.doc

128 The procedure for establishing domestic standards is described in Artlcle 7 of the Standards Act.
WTO document WT/TPR/S/232/Rev.1, 28 July 2010.
129 QOnline information. Viewed at: https://www.export.gov/article?id=Taiwa n-Standards -for -

Tradet#tstandardsproductcertification
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by the relevant agencies under various laws and regulations and they also issue conformity
certificates. 3° They mainly affect specific chemical products, electrical and mechanical goods,
electronic products, civil engineering and architecture and food (Table A3.8).

3.93. Reportedly, although Chinese Taipei tends to act rapidly to adopt international standards for

sectors where it is a strong exporter (such as electronic goods), there are concerns in areas where

the pace of adoption of international standards remai ns slow. Examples that seemingly stand out
include, inter alia, automotive double testing and food safety standards. 131 The authorities indicated
that they follow the established principle of regulations which are consistent with international

standards and based on scientific principles. Furthermore, while drafting regulations the
considerations depend on individual experiences, and they are eventually established on the basis

of risk assessments (see above). They also clarified that: Chinese Taipei's vehicl e safety regulation
was harmonized with UN ECE regulation; the origin of the regulation is the same as those of the

European Union, Japan and Korea (Rep. of); and, there is accredited technical service and its testing

report from the European Union, Japan, Korea (Rep. of) is accepted. In principle, there are no double
testing issues. Based on the principle of equality and mutual -benefit, and to simplify the process of
mutual vehicle safety type approval, Chinese Taipei welcomes the discussion of mutual reco gnition
of vehicle type approval certificates with WTO Members.

3.94. All products subject to (mandatory) technical regulations are subject to commodity inspection

in accordance with the Commaodity Inspection Act. 132 The BSMI remains in charge of these testing
and inspection methods; testing of commodities can only be done by the BSMI or testing laboratories

recognized by the BSMI (Section 3.3.2.1). 133 Products that have complied with regulatory inspection
requirements are affixed with the Commodity Inspection Mark. 134 The Batch -by-Batch Inspection
(BBI) is applied to products with unstable manufacturing processes or to those products that pose

concerns of risk or danger. 135 As at February 2018, a total of 574 products were subject to the BBI
scheme. The Monitoring Inspec  tion Scheme (MIS) is a simplified BBI system, based upon a
confidence building process. As at February 2018, a total of 555 products were subject to the MIS,

all chemical products including cement products, petroleum products, fire -retardant paint material s,
fire -retardant building materials, tires and toys. 136 At the same time, 1,220 commodities of
802 chemical products and 418 mechanical, electrical or electronic products were subject to
mandatory inspection before being allowed to be placed on the local ma rket in accordance with the
Commodity Inspection Act. 37 Between 2015 and 2016, the total number of inspection cases (3
agencies involved) increased by 10.5% to 1.6 million of which 70.5% related to imports, about 29%

to incoming consumer goods and 41.3% to incoming food and related products. During the same
period, batches of commodities inspected only by the BSMI increased by 0.8%, of which 98.6%

related to incoming merchandise, about 51% of which were mechanical and electrical/electronic

products.

3.95. Under th e Registration of Product Certification (RPC) testing system, products are subject to
conformity assessment modules which cover both the design and production phases of product
manufacturing. As at February 2018, a total of 753 products were subject to the RPC scheme. The
Declaration of Conformity (DoC) is a less restrictive conformity assessment procedure, which is

generally applied tolow  -risk products with stable manufacturing technology and few concerns of risk

130 WTO document WT/TPR/S/232/Rev.1, 28 July 2010.

181 ECCT (2016), 2017 Position Papers , 10 November. Viewed at: http://www.ecct.com.tw/

182 WTO document WT/TPR/S/232  /Rev.1, 28 July 2010.

133 Online information. Viewed at: https://www.export.gov/article?id=Taiwan -Standards -for -
Trade#standardsproductcertification

134 BSMI (2017), 2016 Annual Report of BSMI, April 2017. Viewed at:
https://www.bsmi.gov. tw/wSite/public/Data/f1495182475951.pdf

135 Online information. Viewed at: https://www.bsmi.gov.tw/wSite/ct?xltem=4447&ctNode=811&mp=2

136 More detailed information on the application procedures, required documents and a list of designated
laboratories is available at the BSMI website at:
https://www.bsmi.g __ ov.tw/wSite/Ip?ctNode=811&CtUnit=667&BaseDSD=7&mp=2 . Chinese Taipei commodity
inspection schemes online information. Viewed at:
https://www.bsmi.gov.tw/wSite/public/Attachme nt/f1506578277977.pdf

187 As of February 2018, the BSMI was commissioned by the Council of Agriculture to conduct inspection
of 83 products imported as feedings. Information on such products is available at:
http://civil.bsmi.gov.tw/bsmi_pgn/index.jsp?lang=en
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and danger. 13 As at February 2018, a total of 49 commodities were subject to the DoC scheme. 139
Post-market surveillance measures are taken to ensure the safety of regulated products. 140

3.96. The BSMI also administers the CNS Mark Certification System; the application for CNS ranges

from voluntary use by b usinesses in purchase or production to mandatory use when referenced by
technical regulations. ! Asatend -2017, atotal of 683 factories and 2,085 products were granted a

CNS mark. The Voluntary Product Certification (VPC) System continued to upgrade the | evel of
design, development and production of products based on more stringent requirements. In 2016, it

covered 37 product items, mostly, electrical and electronic products. In 2016, the scope of the VPC
System was expanded to cover photovoltaic (PV) modu les to promote duality testing and validation

of PV modules, low -carbon footprint investigation of PV manufacturers and development of factory
inspection technology. Reportedly, it provides a comprehensive certification system for the PV

industry conducive  to high -performance solar PV module technology. 142

Metrology

3.97. The BSMI remains responsible for developing the statutory metrology system. The purpose

of this system is to ensure fair trade, maintain proper public safety and health, and protect the

environme nt (Article 5 of the Weights and Measures Act). However, with a view to aligning the
practices of business management with the classification of legal instruments, the BSMI is in the

process of reviewing the Enforcement Rules of Weights and Measures Act. A draft clarifying the
category and scope of each statutory metrology instrument will be available for public announcement

by the end of 2018 and will be open for comments by the industry and related stakeholders before

adoption. A WTO notification is to be submitted on this matter in the course of 2018.

3.98. By the end of 2017, there were 1,170 instrument measuring enterprises of which 251 were

engaged in manufacturing, 231 in repairing, and 688 in importing measuring instruments. The
measurement laboratory NML maintains 134 sets of standard measurement systems in 17 fields,

and provides 5, 260 calibration services for primary and secondary laboratories. In 2017, the NML
participated in key comparisons for 15 items and 28 sets of measurement of traceability

(Sections 3.3. 3.1 and 3.3.2. 2). By the end of 2017, there had been 372 items of measurement
standards registered in the database of the International Bureau of Weights and Measures (BIPM),

to ensure that Chinese Taipei's measurement standards are equivalent to international standards. 143

Drugs approval and GM issues

3.99. Inresponse to concerns over Chinese Taipei's seemingly lengthy drug -approval process, the
Food and Drug Administration (FDA) under the Ministry of Health and Welfare (MOHW) started to

gradually impro ve its benefit/risk  -based drug -approval systems. In February 2017, the authorities
approved plans to revise the legal status of the Centre for Drug Evaluation (CDE) but there has been

no progress so far. In addition, a reduction in the number of stages in the drug -approval process
from three to two is envisaged. 144 According to the authorities, the average review times for new

drug approval stood at 346 days in 2015, 361 days in 2016, and 295 days in 2017. 145 In 20186, the
Health Insurance Administration's new d rug approval rate stood at 50%, meaning that only 50% of

138 Under the DoC scheme, manufacturers may have testing done at the BSMI designated laboratories,
prepare their own technical documents, and then draft the declaration of conformity the mselves.

139 These products include: digital cameras, digital video cameras, typewriters, cash registers, electronic
calculators, card punching machines, optical disc devices, data storage units, class B main boards of
computers, add -on cards with I/O device s, and vulcanized rubber tubes. Export.gov online information. Viewed
at: https://www.export.gov/article?id=Taiwan -Standards -for - Trade#standards _productcertification

140 BSMI (2017), 2016 Annual Report of BSMI  , April 2017. Viewed at:
https://www.bsmi.gov.tw/wSite/public/Data/f1495182475951.pdf

141 More detailed information on terms for the granting of CNS Marks is available in: WTO documents
WT/TPR/S/302/Rev.1, 18 December 2015 and WT/TPR/S/232/Rev.1, 28 July 2010.

142 BSMI (2017), 2016 Annual Report of BSMI  , April 2017. Viewed at:
https://www.bsmi.gov.tw/wSite/public/Data/f1495182475951.pdf .

143 BSMI (2017), 2016 Annual Report of BSMI , April 2017. Viewed at:
https://www.bsmi.go _ v.tw/wSite/public/Data/f1495182475951.pdf

144 Economist Intelligence Unit (2017), Industry Report: Healthcare , 3" Quarter, 22 August, London.
Viewed at:  www.eiu.com/healthcare

145 |n a few special cases it attained 500 days. In 2017, the FDA refused to file (RTF) to reject
submissions of bad quality; as a result, the review time has significantly decreased to less than 300 days.
ECCT (2016), 2017 Position Papers , 10 November. Viewe dat: http://www.ecct.com.tw/
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the approved cases were subject to reimbursement. 148 1t appears that on average it takes up to 417

days to be approved for reimbursement; the process for cancer drugs can reach up to 781 days. 147
Consequ ently, it seems that Chinese Taipei remains behind the comparable economies in ensuring
patients' access to innovative and valuable treatments, despite having some of the lowest
reimbursement prices. Furthermore, the authorities indicated that, in order to simplify the hospital
accreditation criteria and strike a balance with the objective of promoting the development of new
pharmaceuticals and the biotech industry (Sections 2.4.1, 3.3.1.2.3, 3.3.1.2.4, 3.3.2. 2,4.1.1 and
4.3.1) under the 2017 hospital accr editation criteria (for medical centre use), they retained articles

related to the purchase of new pharmaceuticals and medical devices that had been approved in
accordance with the "Act For The Development Of Biotech And New Pharmaceuticals Industry”. In

addition, the revised hospital accreditation criteria require that procurement activities should not

contravene commitments under any treaties or agreements, such as the WTO Agreement on
Government Procurement (GPA). Provisions related to encouraging hospit als to import or to
purchase new drugs of specific origin were removed from the regional and district hospital
accreditation criteria recently.

3.100. In December 2015, amendments to the School Health Act banned the use of processed food

with biotechnology ingre  dients in school meals. Reportedly, this ban of genetically modified (GM)
ingredients was not supported by scientific evidence and contradicted the GM food approval list

issued by the MOHW (Section 3.3. 3.1). According to the authorities, these amendments w ere
proposed by the legislators and approved expeditiously therefore there has not been sufficient time

to proceed with their WTO notification which, as of April 2018, was still pending. Some of Chinese

Taipei's trading partners urged it to remove this ban at the 2016 Trade and Investment Framework
Agreement (TIFA) Council meeting. 148

Chemical substances

3.101. Following the 2013 amendments to the Occupational Safety and Health Act (OSH Act)

(formerly the Labour Safety and Health Law), importers and producers of chemical substances were

required to register new chemical substances that they sell or utilize in pro duction with the Ministry

of Labour (MOL). At the same time, parallel amendments were also passed to the Toxic Chemical

Substances Control Act (TCSCA), drafted by the Environmental Protection Administration  (EPAT).
The new TCSCA covers existing and new che mical substances that are manufactured in , orimported
into Chinese Taipei.

3.102. Separate registrations under the TCSCA and OSH Act became mandatory on

11 December 2014 and 1 January 2015, respectively. In response to requests to eliminate the

burden of duplic ative TCSCA and OSH Act listings raised at the TIFA TBT working group, as from
August 2015 EPAT has served as a consolidated single registration window. This step, along with the
establishment of simplified registration rules, reduced regulatory complexity . Phase one of the
TCSCA registration process was concluded in March 2016. In 2016, EPAT also sought stakeholder
comments to improve the operation of the registration schemes, including the single window, and

compiled a list of chemicals to be subject to s tandard registration ~ which is to be announced in the
course of the revision of the Regulation of New and Existing Chemical Substances Registration in

2018. %9 Concerns on the duration and applicability of confidential business information (CBI)
protection were also addressed in the draft amendment

146 According to the authorities, in 2016, the approval rate of new drug pricing in the PBRS Joint Meeting
has already achieved 89%.

147 According to the authorities, these are unofficial d ata and is calculated based on the duration
between the first time a drug supplier submits dossiers and the date of listing, without considering that a drug
supplier may disagree with the pricing result and resubmit. Therefore, there is a difference in cal culation basis.
According to NHIA's data 2013 -2016, a new drug pricing process (from submission to listing) takes 8.5 months
(approximately 250 days) as median duration and 9.7 months as average duration. Even though multiple
participation of the pricing r eview process may more or less influence the time course of pricing procedures,
NHIA's pricing time course still remains quite reasonable.

148 The United States and ASEAN concluded the US -ASEAN Trade and Investment Arrangement (TIFA) in
2006 and since then  have been working to build US -ASEAN trade and investment ties as well as promote
ASEAN regional economic integration. USTR (2017), 2017 National Trade Estimate Report on Foreign Trade
Barriers . Viewed at:  https://ustr.gov/sites/default/files/files/reports/2017/NTE/2017%20NTE.pdf and ECCT
(2016), 2017 Position Papers , 10 November. Viewed at: http://www.ecct.com.tw/

149 USTR (2017) , 2017 National Trade Estimate Report on Foreign Trade Barriers . Viewed at:
https://ustr.gov/sites/default/files/files/reports/2017/NTE/2017%20NTE.pdf .
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Other

3.103. Animport ban on food exports from five Japanese prefectures after the accident at TEPCO's

Fukushima Daiichi Nuclear Power Station in 2011 remains in place (Section 3.3.2.1.2). 150 In
February 2017, Chinese Ta ipei natified its draft amendments to the Tobacco Hazards Prevention Act,

including plain packaging requirements, aimed to take into account principles of the WHO Framework

Convention on Tobacco Control; these plain packaging requirements were not retained at the
following stage (Section 3.3. 7.1.2). 11

3.3.2.1.2 Transparency

3.104. Between January 2014 and early May 2018, Chinese Taipei submitted 167 regular
notifications to the WTO Committee on Technical Barriers to Trade; the 60 -day period for comments
was observed for 136  regular notifications. %2 The type of measures notified to the WTO, included
162 technical regulations (Article 2.9) and 88 conformity assessment procedures (Article 5.6).

Chinese Taipei did not notify any urgent technical regulations (Article 2.10) or any urgent conformity
assessment procedures (Article 5.7); the notified measures were mainly related to consumer and

human health protection. In addition, only 7 out of all MRAs signed in this area (see above) have

been notified so far (Article 10.7). 153 During the review period, Chinese  Taipei was subject to three
TBT-related specific trade concerns (STCs). 154

3.3.2.2  Marking and labelling

3.105. Under the Commodity Labelling Act, which remained unchanged during the review period,

all labelling must be done in Chinese and may b e supplemented by a label in English or another
language. %5 In 2015, the authorities relaxed food labelling regulations and procedures to allow
importers to clear unlabelled goods at Customs and move the goods to their own warehouses for

labelling; the only  requirement is that the goods are labelled before they are sold. 156 A traceability
label system for local products under the Safe Agricultural Products (Gi -Am-Pu) Label has been in
place since 20 15 (Sections 3.3.2.1.1 and 3.3.3 .1). 157 The MOHW remains respons  ible for overseeing
and enforcing food and beverage labelling requirements.

3.106. Labelling requirements for foods containing and/or derived from genetically modified food
raw materials remain virtually unchanged. In 2015, new biotechnology labelling regulation s for

150 STC online information. Viewed at: http://spsims.wto.org/en/SpecificTradeConcerns/View/387

151 WTO document G/TBT/N/TPKM/264, 13 February 2017.

152 WTO TBT IMS. Viewed at:  http:/tbtims.wto.org/

158 WTO online information . Viewed at:
http://tbtims.wto.org/en/AgreementNotifications/Search?ProductsCoveredHSCodes=&ProductsCoveredICSCode

s=&DoSearch=True&ExpandSearchMoreFields=False&NotifyingMember=Chinese+Taipei&PartiesToTheAgreeme
nt=&DocumentSymbol=&DistributionDateFrom=&Distri butionDateTo=&DescriptionOfContent=&SearchTerm=&
ProposedDateOfEntryIntoForceFrom=&ProposedDateOfEntryIntoForceTo=&ProductsCovered=&SubjectMattersC

overedByAgreement

154 These STCs covered: the Draft of the Organic Agriculture Act (EU, 2016); genetically modi fied
organisms labelling (Australia, Canada, New Zealand, South Africa, United States, 2015); and, additional
labelling standard of prefecture of origin for foods from Japan (Japan 2015). WTO TBT IMS. Viewed at:
http://tbtims.wto.org/en/SpecificTradeConcerns/View/508 ;
http://tbtims.wto.org/en/SpecificTradeConcerns/View/464 ; and,
http://tbtims.wto.org/en/SpecificTradeConcerns/View/465 .

1% WTO document WT/TPR/S/232/Rev.1, 28 July 2010 and online information. Viewed at:
https://gcis.nat.gov.tw/elaw/English/lawEnDtlAction.do?method=viewLaw&pk=169

1% The following businesses may apply for an exemption from labelling requirements if the imported
product is over three kilograms: (i) facilities that import food p roducts for further processing; (ii) restaurants,
fast food outlets and bakeries that import food products for their own kitchens; and (iii) importers that import
food products for further processing or repackaging (i.e. products not for direct sale to con sumers). If an
imported product is less than three kilograms, interested companies must request an exemption from the FDA
in advance. Viewed at:
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20import%20Regul
ations%20and%20Standards%20 -%20Narrative_Taipei_Taiwan_12 -16-2016.pdf ; and ECCT (2017), 2018
Position Papers 1 Clearing the Hurdles to Economic Progress , November. Viewed at:
http://www.ecct.com.tw/file/Publications/201711151808326974.pdf

157 Online information . Viewed at: https://eng.coa.gov.tw/ws.php?id=2505355
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http://tbtims.wto.org/en/AgreementNotifications/Search?ProductsCoveredHSCodes=&ProductsCoveredICSCodes=&DoSearch=True&ExpandSearchMoreFields=False&NotifyingMember=Chinese+Taipei&PartiesToTheAgreement=&DocumentSymbol=&DistributionDateFrom=&DistributionDateTo=&DescriptionOfContent=&SearchTerm=&ProposedDateOfEntryIntoForceFrom=&ProposedDateOfEntryIntoForceTo=&ProductsCovered=&SubjectMattersCoveredByAgreement
http://tbtims.wto.org/en/AgreementNotifications/Search?ProductsCoveredHSCodes=&ProductsCoveredICSCodes=&DoSearch=True&ExpandSearchMoreFields=False&NotifyingMember=Chinese+Taipei&PartiesToTheAgreement=&DocumentSymbol=&DistributionDateFrom=&DistributionDateTo=&DescriptionOfContent=&SearchTerm=&ProposedDateOfEntryIntoForceFrom=&ProposedDateOfEntryIntoForceTo=&ProductsCovered=&SubjectMattersCoveredByAgreement
http://tbtims.wto.org/en/SpecificTradeConcerns/View/508
http://tbtims.wto.org/en/SpecificTradeConcerns/View/464
http://tbtims.wto.org/en/SpecificTradeConcerns/View/465
https://gcis.nat.gov.tw/elaw/English/lawEnDtlAction.do?method=viewLaw&pk=169
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Import%20Regulations%20and%20Standards%20-%20Narrative_Taipei_Taiwan_12-16-2016.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Import%20Regulations%20and%20Standards%20-%20Narrative_Taipei_Taiwan_12-16-2016.pdf
http://www.ecct.com.tw/file/Publications/201711151808326974.pdf
https://eng.coa.gov.tw/ws.php?id=2505355
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prepackaged foods, food additives, and unpackaged foods were introduced. 158 Primary products from
GM raw materials, such as soybean oil, corn starch and syrup and soy sauce, are required to be

labelled as GM. "Secondary" products made with GM primary p roducts, such as beverages containing
corn syrup, are exempted from GM labelling requirements. The length and width of the font must

not be less than 2 mm and must be noticeable due to a different colour, font or background. The
regulations impose a 3% de minimis threshold for GM labelling. These regulations cover restaurants

and catering establishments. Fines for violating the regulations can range from NT$30,000
(US$1,000) up to NT$3 million (US$100,000). Business licences can be revoked for serious

viola tions. 1%°

3.3.3 Sanitary and phytosanitary measures
3.3.3.1 Food standards - setting framework

3.107. During the review period, the main laws and regulations affecting food standards and

specification remained the Act Governing Food Safety and Sanitation (last amended in Januar y 2018)
and its Enforcement Rules (amended in July 2017), and the Regulations of Inspection of Imported

Foods and Related Products (amended in June 2015). The main change was the raising of the legal

standing of the rules on claims of medical efficacy to r egulation level.

3.108. The MOHW remains responsible for food safety with its key implementing agency, the FDA
(Section 3.3.2.1.1), responsible for consumers' health protection by: creating sound legal standards

and reviewing mechanisms; implementing the food so urce management; establishing detailed
quality chain monitoring systems; pushing forward laboratory responsibilities and capabilities;

putting in place risk management systems; and proactively strengthening consumer protection and
communication channels. 160

3.109. During the review period, the FDA continued to amend food -related laws and regulations to
comply with international standards. Its focus areas included: amendments to food regulatory

standards and product review; management of food sources, in particular implementing a food
safety control system and border inspection of food; inspection of food additives; monitoring of the

food safety chain including post marketing monitoring, sampling and testing of food; and food safety

and sanitation management. 161

3.110. Chine se Taipei is a member of the World Organization for Animal Health (OIE), but it is not
a member of the Codex Alimentarius Commission or the International Plant Protection Convention

(IPPC). 162 Bilateral arrangements on promoting mutual cooperation on SPS iss ues exist with
Australia, Canada, China, the European Union, France, Hung ary, ltaly, India, Japan, Korea (Rep. of),
Thailand, the Netherlands, New Zealand, the Philippines, Poland, South Africa, Spain, Sweden, the

United Kingdom, the United States and Viet Nam. 163

Maximum residue levels

3.111. MOHW remains responsible for setting and promulgating maximum residue limits (MRLS);

the Codex standards are not automatically adopted. 164 The legislative framework regulating MRLs
158 USTR (2017), 2017 National Trade Estimate Report on Foreign Trade Barriers . Viewed at:
https://ustr.gov/sites/default/files/files/reports/2017/NTE/2017%20NTE.pdf .
159 USTR (2017), 2017 National Trade Estimate Report on Foreign Trade Barriers . Viewed at:
https://ustr.qov/sites/default/files/files/reports/2017/NTE/2017%20NTE.pdf and

https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Iimport%20Requl

ations%20and%20Standards%20 -%20Narrative_Taipei_Taiwan_12 -16-201 6.pdf .

160 MOHW (2017), 2016 Chinese Taipei Health and Welfare Report , January 2017. Viewed at:
https://www.mohw.gov.tw/cp -137 -521 -2.html .
161 Food businesses are required to use Hazard Analysis and Cr itical Control Points (HACCP) systems to

prevent food hazards and establish a food safety management task force. In 2015, there were 640,000
batches of food imports and related products, of which 50,149 were tested. MOHW (2017), 2016 Chinese
Taipei Health and Welfare Report, January 2017. Viewed at: https://www.mohw.gov.tw/cp -137-521 -2.html .
162 \WTO document WT/TPR/S/302/Rev.1, 18 December 2015.
163 SPS measures are also covered in the RTAs with El Salva dor, Guatemala, Honduras, New Zealand,
Nicaragua, Panama and Singapore. WTO document WT/TPR/S/302/Rev.1, 18 December 2015.
164 USDA Foreign Agricultural Service (2016), Food and Agricultural Import Regulations and Standards T
Narrative, December. Viewed at:
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includes, inter alia : Standards for Pesticide Residue Limits in Foods, Standards for Pesticide Residue
Limits in Animal Products, and Standards for veterinary drug residue limits in food. 165 Chinese Taipei
amends regulations on MRLs on average four times per year to remain in line with the latest safet y
assessment information. The 2018 amendments to Standards for Pesticides Residue Limits in Foods
covered 253 residue limits of 29 pesticides in 119 food categories which were either added or
changed by TFDA .66

3.112. Incoming fruit, vegetables, meat and other food products are subject to inspection and
testing by FDA inspectors at the port of entry for pesticides, animal drugs and other contaminants

such as heavy metals. All established MRLs are implemented across the board for both incoming and

locally produce d products. All incoming merchandise is subject to market entry inspection upon

arrival whereas local products are subject to surveillance or monitoring, reportedly, at a much lower

inspection frequency. %67 The authorities indicated that the entry control me asures are based on the
"Regulations of Inspection of Imported Foods and Related Products” which are risk -based and take
into consideration the violations record of importers; as a result the target items, mechanism and

criteria for sampling of the entry p oint inspection and local surveillance differ.

3.113. With respect to imports of corn and soybeans, a declaration, which states whether the

shipment is intended for feed/industrial use or food use, is required at Customs upon arrival.

Incoming rice is subject to batch -by -batch testing for pesticide residues, heavy metals, aflatoxin,

and mycotoxins. The tests are generally completed within 3 -5 working days; should the test exceed

five days, incoming rice may be released into approved warehouses with an importer affidavit
awaiting the outcome of the test. During this time, the product cannot be sold on the market. 168

3.114. Reportedly, Chinese Taipei's slow process for establishing MRLs for pesticides, low number

of approved MRLs, and zero tolerance policy for pesticides wi thout established MRLs have resulted

in incoming agricultural shipments being stopped at the ports of entry and other restrictions.

Concerns also relate to MRLs that are considered not Codex standards - orscience -based. 1% |In 2014,
the COA devised a set of r  eview standards to ensure consistency in the treatment of overseas test

reports on field efficacy and residues. The authorities indicated that they follow the principle of
establishment of pesticide MRLs consistent with international standards on the basis of scientific
principles, and in line with the COA's requirements for using pesticide. Furthermore, the levels at

which the MRLs are set depend on the dietary pattern and total intake in Chinese Taipei, and they

are eventually established on the basis of risk assessments. The process of evaluating the pesticide
MRLs of incoming crops is subject to the same principles as those for local crops.

Food additives
3.115. The FDA's Standards for Scope, Application and Limitation of Food Additives prescribe strict

toler ance levels and acceptable use requirements for processed food products that contain artificial
food additives. As of February 2018, the Standards for Specification, Scope, Application and

https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agric ultural%20Import%20Requl
ations%20and%20Standards%20 -%20Narrative_Taipei_Taiwan_12 -16-2016.pdf .

165 1n addition, standards for heavy metals are listed under Standards for Tolerance of Heavy Metals in
Plant Origin , and standards for infant foods under Standard s for Sanitation and Pesticide Residue Limits in
Infant Foods. USDA Foreign Agricultural Service (2016), Food and Agricultural Import Regulations and
Standards 1 Narrative, December. Viewed at:
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20import%20Requl
ations%20and%20Standards%20 -%20Narrati ve_Taipei_Taiwan_12 -16-2016.pdf .

166 Online information. Viewed at: http://resources.selerant.com/food -regulatory -news/taiwan -march -
updates -for -pestici de-mrls .
167 USDA Foreign Agricultural Service (2016), Food and Agricultural Import Regulations and Standards T

Narrative, December. Viewed at:
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20import%20Requl
ations%20and%20Standards%20 -%20Narrative_Taipei_Taiwan_12 -16-2016.pdf .

168 USDA Foreign Agri cultural Service (2016), Food and Agricultural Import Regulations and Standards T
Narrative, December. Viewed at:
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20import%20Requl
ations%20and%20Standards%20 -%20Narrative_Taipei_Taiwan_12 -16-2016.pdf .

169 USTR (2017), 2017 National Trade Estimate Rep  ort on Foreign Trade Barriers . Viewed at:
https://ustr.gov/sites/default/files/files/reports/2017/NTE/2017%20NTE.pdf
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Limitation of Food Additives cover over 800 food additive standards and regulations. 179 Additives not
contained in the list are prohibited for use in foodstuffs in Chinese Taipei. n

3.116. Article 35 of the Act Governing Food Safety and Sanitation stipulates that when importing

food additive combinations, food businesses must atta ch a product ingredient report issued by the
manufacturer or responsible manufacturer of the country of origin and an official sanitary certificate

issued by the exporter. 172 To add a new food additive to the Standards for Scope, Application and
Limitation o f Food Additives, a manufacturer or a designated representative must send a formal
application accompanied by several documents to the MOHW which evaluates the acceptability of
these additives and makes a formal determination within four to six months. 173

Genetically modified raw materials

3.117. Chinese Taipei is one of the major importers of genetically modified (GM) crops. lIts
regulatory and institutional framework remained virtually unchanged during the review period. 174 In
2015, the Feed Control Act was amended to contain a legal basis for managing GM feeds. Since 2014,
an Advisory Committee in Genetically Modified Foods has been in place to: formulate genetically

modified foods policies and strategies; and study and formulate genetically modified foods related

plans and other genetically modified foods related matters. 175 All genetically modified food raw
materials (GMFRM) must be reviewed by the competent authority in health risk assessment; product

registration must be filed for and a permit document procured fro m the competent authority
(Art icle 21 of the Act Governing Food Safety and Sanitation). 176 |mporters of GMFRM must file for
product registration, obtain a permit document and then install a traceability system for tracing the

source and tracking the flow of the GMFRM (Sections 3.3.2.1.1 and 3.3.2. 2). A grace period of two
years was given to unregistered GMFRM already present on the market until 2016. Food businesses

in Chinese Taipei must retain records, documents, electronic files, or a database of incoming

products and GMFRM for a period of five years. As at February 2018, Chinese Taipei had approved
130 GM foods. 177

170 A complete list of food additives is availab le at:
https://consumer.fda.gov.tw/Law/Detail.aspx?nodelD=518&lang=1&lawid=241

171 |n addition, a searchable list of food additives is available at:
https://consumer.fda.gov.tw/Food/FoodAdd.aspx?nodelD=161 (in Chinese), and in: USDA Foreign Agricultural
Service (2016), Food and Agricultural Import Regulations and Standards 1 Narrati ve, December 2016. Viewed
at:
https://gain.fas.usda.gov/Recent%20GAIN%20P ublications/Food%20and%20Agricultural%20Import%20Regul
ations%20and%20Standards%20 -%?20Narrative_Taipei_Taiwan_12 -16-2016.pdf .

172 This regulation does not apply to flavouring agents. Act Governing Food Safety and Sanitation.

Viewed at:
https://consumer.fda.gov.tw/Law/Detail.aspx?nodelD=518&lang=1&lawid=292&k=%u98DF%u54C1%u5B89
%u5168%u885B%u751F  %u7BA1%u7406%u6CD5%u65BD%u884C%u7D30%u5247

173 USDA Foreign Agricultural Service (2016), Food and Agricultural Import Regulations and Standards T
Narrative, December 2016. Viewed at:
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20import%20Regul
ations%20and%20Standards%20 -%20Narrative_Taipei_Ta _iwan_12 -16-2016.pdf .

174 The legal framework contains, inter alia : the Rules for conduct in respect to Genetic Recombination
Experiment and Fundamental Science and Technology Act under MST; the Plant Variety and Plant Seed Act, the
Animal Industry Act, the F ishery Law and the Feed Control Act under COA,; and the Act governing Food Safety
and Sanitation under MOHW's FDA. Its institutional framework comprises: (i) the Ministry of Science and
Technology (M OST) in charge of laboratory researches; (ii) the Council of Agriculture (COA) in charge of
environment and feed safety; and (iii) the MOHW responsible for food safety. Food Industry Research and
Development Institute (2016) , Regulations and safety assessment for genetically modified foods and feeds in
Chinese Ta ipei presented by Wen -Shen Chu, July. Viewed at: http://ilsi.org/taiwan/wp -
content/uploads/sites/19/2017/02/%E6%BC%94%E8%AA%AAYEEY%AAY%ILAY%EE6%AL1%88 -
YE6%9CY%B1%EG6%96%87 YEE6%B7%B1Y%ES%8D%IA%ESYA3%AB -

Y%ES5%8F%BOY%E7%8  1%A3%E5%9F%BAYES%9B%A0%EG6%94%B9%E9%80%A0%EA4%BDY%ICYE7%89%A

9%E6%B3%95%E8%A6%8F%E8%88%87 Y% ES5%AE%89%ES%85%A8%EE6%80%A7%E8%AI%I5%E4%BCY%
BO.pdf ; and WTO document WT/TPR/S/302/Rev.1, 18 December 2015.

175 Regulations Governing the Establishment of the Advisory Commit tee in Genetically Modified Foods.
Viewed at:  http:/law.moj.gov.tw/ENG/LawClass/LawAll.aspx?PCode=L0000062

176 Act Governing Food Safety and Sanitation. Viewed at:
https://consumer.fda.gov.tw/Law/Detail.aspx?nodelD=518&lang=1&lawid=292&k=%u98DF%u54C1%u5B89
%u5168%u8 85B%u751F%u7BA1%u7406%u6CD5%u65BD%u884C%u7D30%u5247

177 Online database of approved GM foods in Chinese Taipei. Viewed at:
https://consumer.fda.gov.tw/Food/GmolnfoEn.aspx?nodelD=300#
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http://ilsi.org/taiwan/wp-content/uploads/sites/19/2017/02/%E6%BC%94%E8%AA%AA%E6%AA%94%E6%A1%88-%E6%9C%B1%E6%96%87%E6%B7%B1%E5%8D%9A%E5%A3%AB-%E5%8F%B0%E7%81%A3%E5%9F%BA%E5%9B%A0%E6%94%B9%E9%80%A0%E4%BD%9C%E7%89%A9%E6%B3%95%E8%A6%8F%E8%88%87%E5%AE%89%E5%85%A8%E6%80%A7%E8%A9%95%E4%BC%B0.pdf
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3.3.3.2  Quarantine regulations

3.118. During the review period, most of the main laws and regulations on quarantine requirements

have been amended. They inclu de: the Statute for Prevention and Control of Infectious Animal
Diseases (amended in December 2014), the Plant Protection and Quarantine Act (amended in

June 2014), the Enforcement Rules of the Plant Protection and Quarantine Act (amended in
December 2015) |, the Quarantine Requirements for the Importation of Animals or Animal Products
(amended in June 2017), and Quarantine Requirements for the Importation of Plants and Plant
Products (amended in October 2017). The amendments concerned inter alia clarificatio n of the
provisions of Article 5 of the Enforcement Rules of the Plant Protection and Quarantine Act. It lists

some plant protection or plant quarantine matters that may be addressed by relevant agency
representatives, private organizations, or individuals authorized by the competent or plant
quarantine authority whenever necessary. 178

3.119. The Bureau of Animal and Plant Health Inspection and Quarantine (BAPHIQ), under the COA,

continues to be responsible for animal and plant quarantine as well as for quarantine services and
prevention and control of important animal and plant diseases and pests. The FDA remains in charge

of the safeguarding, quality and sanitation of all agricultural imports. BAPHIQ is the WTO SPS enquiry

point. COA's Agriculture and Food Agency (AFA) oversees such programmes as rice procurement

and organic certification.  17°

Phytosanitary measures

3.120. Incoming plants and plant products must have a phytosanitary certificate issued by the plant

quarantine authority of the exporter or an electronic certif icate with the agreement of the
Chinese Taipei's plant quarantine authority; the latter has not been in place as there has been no

such agreement so far. 8% Imports of soils; plants, plant products or other articles with soil; pests;

antagonist or competitor and other organisms used as biological control agents for controlling pests;

and packages or containers used by or harbouring the above mentioned article s are forbidden unless
they are applied for experimental, research, educational or exhibitive use by governmental agencies,

public enterprises, schools, corporations or organizations founded and registered under relevant

laws, and approved by the competent authority. 18! Prior to importation all relevant documents/data

for risk assessment must be submitted for approval. 182 Although certificates issued by the exporter's
competent authorities are generally accepted, in a few cases certificates issued by organizati ons or
agencies accredited or authorized by the competent authority may also be accepted. 18 The
authorities indicated that there have been no new phytosanitary bans imposed since 2014.

Sanitary measures

3.121. Animals and animal products remain subject to inspecti on and quarantine. 18 The
import/export of items subject to quarantine can only be handled by quarantine authorities or

178 Information provided by the authorities.

179 USDA Foreign Agricultural Service (2016), Food and Agricultural Import Regulations and Standards T
Narrative, December. Viewed at:
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20import%20Requl
ations%20and%20Standards%20 -%20Narrative_Taipei_Taiwan 12 -16-2016.pdf .

180 1f importers fail to submit phytosanitary certificates or if their certificates contain information
inconsistent with the pertinent quarantine requirements, the plant quarantine authority can demand that
importers submit the corrected ce rtificates within a specified period of time, impose quarantine measures,
re-export, or destroy imports. Article 16 of Plant Protection and Quarantine Act. Viewed at:
http://law.moj.gov.tw/ENG/LawClass/LawAll.aspx?PCode=M0140001

181 Article 15 of the Plant Protection and Quarantine Act online information. Viewed at:
http://law.moj.gov.tw/ENG/L awClass/LawAll.aspx?PCode=M0140001

182 All the documents can be found under Article 11 of the Enforcement Rules. Viewed at:
http://law.moj.gov.tw/ENG/LawClass/LawAll.aspx?PCode=M0140

183 USDA Foreign Agricultural Service (2016), Food and Agricultural Import Regulations and Standards T
Narrative, December. Viewed at:
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20import%20Requl
ations%20and%20Standards%20 -%20Narrative_Taipei_Taiwan_12 -16-2016.pdf .

184 These include: bovines,  water buffaloes, horses, mules, donkeys, camels, sheep, goats, rabbits, pigs,
dogs, cats, fowls, turkeys, ducks, geese, eels, prawns, tilapia, milkfish, salmons, trout, and other animals
(Article 3 -4), other animals of similar breeds, or animals which can be affected by infectious animal diseases,
and their carcasses, bone, flesh, internal organs, fats, blood, hide, hair, feather, horns, hooves, tendons , milk,
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authorized organizations (Article 32 of the Statute). Risk assessment by the animal quarantine
authority is required for a first -time appl ication for importation of animals or animal products. 185

3.122. At present, Chinese Taipei bans the entry of animals and animal products from territories

infected with foot -and -mouth disease, rinderpest, contagious bovine pleuropneumonia and African

swine fever. In addition, the following animals are prohibited from importation: (i) bovines from a

zone affected by Bovine spongiform encephalopathy (BSE); (ii) elephants from a zone affected by

foot -and -mouth disease; (iii) perissodactyl animals from zones affected b y glanders; and (iv) poultry
and birds from zones affected by highly pathogenic avian influenza. Animal products prohibited from

importation include: (i) products with disease -transmission potential derived from perissodactyl
animals from zones affected by glanders; (ii) poultry from territories (zones) recognized as infected

with highly pathogenic avian influenza or Newcastle disease; and (iii) products with potential to
transmit BSE from territories (zones) with reported case(s) of BSE. 186 |mports of fisher y products
(live, fresh, chilled, or frozen) require a certificate of origin issued by either the authorities of the

exporting territory or its authorized representative. 187

Fees

3.123. Quarantine authorities continue to levy service charges for operations such as on-site
inspection at a rate of NT$500 per batch of consignment 188 other inspection fees (e.g. animal
holding fees, carcass burning fees, document handling fees, etc.) are imposed at the actual cost of

the service and in line with the "Regulations Governin g Fees for Animal and Plant Quarantine". 189
The quarantine fee for incoming animals and plants is charged at 0.1% (0.05% for wheat, barley,

corn, and soy beans) of the c.i.f. value for imports and the f.0.b. value for exports. 19 To assess the
cost of quaranti ne services, price fluctuations and changes in several factors are taken into

consideration. The quarantine fees charged for incoming animals and plants are based on th e

c.i.f. value for imports; these fees have been under ongoing review and discussion sin ce 2017.
3.3.3.3  Transparency

3.124. Between January 2014 and early May 2018, Chinese Taipei submitted 261 notifications to

the WTO Committee on Sanitary and Phytosanitary Measures: 232 were regular notifications, 7 were
emergency notifications, and the remaining notif ications were addenda. Chinese Taipei applied the

60 -day period for comments for 129 regular notifications. 1° All notified SPS measures related to
international standards, guidelines or recommendations. Chinese Taipei was subject to one

SPS/TBT -related STC regarding import restriction in response to the 2011 nuclear plant accident in

Japan (Section 3.3.2.1.2).

blood powder, eggs, sperm, embryos, and other objects which could spread a nimal epidemic disease
(Article 5). Statute for Prevention and Control of Infectious Animal Disease . Viewed at:
http://law.moj.gov.tw/ENG/LawClass/LawAll.aspx?PCode=M0130003

185 Detailed information on the importation/exportation procedure of objects subjected to quarantine can

be found in Chapter 4 of the Statute for Prevention and Control of Infectious Animal Disease . Viewed at:
http://law.moj.gov.tw/ENG/LawClass/LawAll.aspx?PCode=M0130003 ; and Article 9 -10 of the Quarantine
Requirements for the Importation of Animals and Animal Products . Viewed at:

https://www.baphig.gov.tw/files/web_articles_files/baphig/14984/16959.pdf .

186 Article 6 of the Quarantine Requirements for the Importation of Animals and Animal Products. Viewed
at: https://www.baphig.gov.tw/files/web_articles_files/baphiq/14984/16959.pdf

187 QOnline information.  Viewed at:
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20import%20Regul
ations%20and%20Standards%20 -%20Narrative_Taipei_Taiwan_12 -16-2016.pdf .

188 Multiple batches at the same site are counted as one batch. Service charges for on -site inspections
are not applied to inspections conducted at warehouses, container terminals or other locations where the
offices of the BAPHQ are located. Article 10 of Regulations Governing Fees for Animal and Plant Quarantine,
amended 20 February 2014.

189 A cap is imposed on this service charge at 15% when carried out by private practitioners.

190 Economist Intelligence Unit (2017), Country Commerce , June, London. Viewed at: www.eiu.com .

1 WTO SPS IMS. Viewed at:  http:/spsims.wto.org/

Pengh


http://law.moj.gov.tw/ENG/LawClass/LawAll.aspx?PCode=M0130003
http://law.moj.gov.tw/ENG/LawClass/LawAll.aspx?PCode=M0130003
https://www.baphiq.gov.tw/files/web_articles_files/baphiq/14984/16959.pdf
https://www.baphiq.gov.tw/files/web_articles_files/baphiq/14984/16959.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Import%20Regulations%20and%20Standards%20-%20Narrative_Taipei_Taiwan_12-16-2016.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Import%20Regulations%20and%20Standards%20-%20Narrative_Taipei_Taiwan_12-16-2016.pdf
http://www.eiu.com/
http://spsims.wto.org/

WT/TPR/S/377 /[Rev.1 A Separate Customs Territory nafdMiati wan,

- 77 -

3.3.4 Competition policy and price controls
3.3.4.1 Competition policy

3.125. Competition policy remains mainly regulated by the Fair Trade Act (FTA) and relevant
implementing regulations, policy statements and guidelines most of which were amended during the

review period (Table A3.9). 192 All activities and conduct of enterprises (including state -owned
enterprises) are covered by the FTA. 193 Competition issues related to certain activities are also
subject to sector - specific legislation, such as the Banking Law, the Financial Holding Company Act,

the Financial Institutions Merger Act, the Insurance Act, the telecommunications rules and laws

regulating professionals and the practice of fee standards set by professional associations. The FTA

has precedence over other laws with respect to competition except when these laws contain relevant

provisions that are not in conflict with its legislative purposes. The Fair Trade Com mission (FTC)
remains the competent authority for the formulation and implementation of competition policy;

however, according to the authorities, for any matter covered by the FTA and involving other

ministries or commissions, the FTC may consult with the m. 1% Industrial policy goals have been
addressed in the FTC's policy making process through consultations with the stakeholders concerned.

3.126. During the review period, the FTA was amended three times (4 February 2015, 24 June 2015
and 14 June 2017). Its Febru ary 2015 amendments, covering 70% of its provisions, were considered

the widest in range, the largest in scale and the most influential legal reforms since its entry into

force. Significant amendments on the aspect of free competition included: the FTC's i ndependence
and exclusive responsibility for FTA enforcement; the distinction of free competition issues from fair

competition issues; the threshold in the definition of monopolistic enterprises; the revision of merger

regulations and investigation rules; and the establishment of an anti -trust fund to subsidize expenses
from litigation, to provide rewards for the reporting of illegal concerted actions, to support relevant

research, education and advocacy, and to promote international cooperation. 195

3.127. The FTA addresses monopolistic actions, concerted actions, mergers, as well as unfair
competition. With regard to monopolistic actions, monopolistic enterprises are prohibited from

abusing their market power. Where the market share exceeds the aforementioned thres holds, an
individual enterprise would not be deemed as a monopolistic enterprise if its market share does not

exceed one tenth of the relevant market or its total sales in the preceding year are less than

NT$2 billion. 1% The FTA generally prohibits competing enterprises from engaging in concerted
action, such as fixing price, quantity, or market share, which would have an impact on the
functioning of the market; exemptions may include actions that are beneficial to the econ omy as a
whole, in the public interest and meet certain conditions. It requires that on the basis of market

share or sales criteria, certain mergers be notified to the FTC in advance. The FTA does not apply to
any proper conduct in connection with the exer cise of IP rights pursuant to the provisions of the
Copyright Law, Trademark Law, or Patent Law. 197

3.128. The FTC may initiate investigations, upon receiving complaints or ex officio , into any alleged
violation that harms the "public interest". Since November 2011 , & leniency programme has been in
place to encourage enterprises to report illegal concerted action, submit evidence and assist
investigations. 1% Where a violation related to monopolistic action, concerted action, resale price

fixing, or other competition -restraining action is found, the FTC may order the relevant enterprise
to cease the violation and correct its conduct within a prescribed period. The FTC may also issue an
administrative penalty ranging between NT$100,000 and NT$50 million . If the relevant  enterprise

fails to cease the violation or take corrective action, the FTC may issue an order with a higher

192 The text of the Fair Trade Act is available at the FTC's website:
https://www.ftc.gov.tw/internet/english/doc/docList.aspx?uid=1294

193 Article 46 of the FTA.

194 Sub -paragraph 2 of Article 6 of the FTA.

195 According to Article 47 -1 of the FTA, 30% of the fines imposed according to the FTA are put into the
fund. Other capital sources of the fund include interest accrued on the fund, budgetary allocations and other
relevant incomes. By the end of 2017, the to tal amount of the fund was NT$241.69 million (99.96% fines,
0.04% interests accrued).

1% Decree of the Fair Trade Commission on 4 March 2015. Viewed at:
https://www.ftc.  gov.tw/upload/9f149cO0a  -dd41 -4efe -9784 -7deSace54edl.pdf

197 Article 45 of the FTA.

198 Article 35 of the FTA and the Regulations on Immunity and Reduction of Fines in lllegal Concerted
Action Cases.
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administrative penalty ranging between NT$200,000 and NT$100 million until the enterprise
complies with the FTC's order. In the case of serious vio lations related to monopolization and

concerted action, the FTC may impose an administrative penalty of up to 10% of the total sales
income of an enterprise in the previous fiscal year.

3.129. Failure to comply with FTC orders regarding monopolization or concert ed action may be
subject to a punishment of imprisonment of up to three years, or a fine of no more than

NT$100 million, or both. For failure to comply with FTC orders regarding resale price fixing or other
competition -restraining actions, the imprisonment would be up to two years and the fine would be

up to NT$50 million. FTC decisions are appealed directly to the Administrative Court according to

the February 2015 FTA amendments . Enterprises injured by a competition rules violation may file a

claim for co mpensation at a court. The compensation should not exceed three times the amount of

damages that is proven.

3.130. In the period 2012 -2017, the FTC opened investigations into 13,898 cases, of which only

16 % were self -initiated and 11.5% related to requests of op inion (Table 3.6); a total amount of
about NT$37.5 billion was imposed with peaks in 2014, 2015 and 2017. In 2015, the FTC imposed

a NT$5.7 billion fine, the third largest fine in its history on a group of manufacturers of electronic

capacitors (devices us ed for storing electricity temporarily), a group of companies including Nippon

Chemi - Con Corporation and NEC TOKIN Corporation, both of Japan, as well as the US -based Vishay
Polytech, for holding regular meetings to restrict competition and keep prices hig her than the market
level. 1% In mid -February 2015, it initiated its ex officio investigation on Qualcomm's monopolistic
conduct and found that the company, a world leader in 3G and next -generation mobile technologies,
was abusing its monopolistic status in the market of baseband chips; a fine of NT$23.4 billion, the
largest amount ever imposed since FTC's establishment, was imposed on Qualcomm. 200 |n May
2016, the FTC imposed a fine of NT$72.6 million on 21 container freight station operators for
engaging ini llegal concerted action to collect facility fees for export goods. In 2017, apart from the

Qualcomm case, the FTC sanctioned: three TV channel agents for failing to rectify their illegal

conduct that offered different transaction terms when licensing broad casting rights to incumbents
and newcomers; six cable TV operators for preventing competitors from engaging in competition by

inducement with low prices, or other improper means; ten franchisers for not fully disclosing to

trading counterparts important fr anchise information during franchisee recruitment; and a large
pharmaceutical company for implementing resale price maintenance.

Table 3.6 Competition policy enforcement statistics, 2012 -17

Number of cases

Cases opened 2,55 2,27 2,37, 2,09 2,31 2,288
Cases received: sub tot 2,11 1,97 2,00 1,66 1,96 1,960
Compl aint 1,95 1,62 1,53 1,30 1,58 1,671
Application for concert 10 4 8 15 5 7
Mer ger s 52 51 6 8 60 71 43
Request of opinion 97 2 9 5 387 289 298 239
Sedfifni ti ated investigati 4 41 3 0 6 374 424 351 328
Cases processed
Cases concluded in curr 1,89 1,64 1,64 1,28 1,54 1,727
Ruling on the violation 8 6 102 77 37 42 36
Noaction deci sion 31 6 276 199 101 129 104
Admi ni strative action 6 1 2 - 2 1
Review terminated 1, 34 1, 16 1, 27 1,10 1, 32 1,484
Cases consolidated 147 104 89 37 44 102
Fine (NT$ million) 366./{1,3366,1405,860 267.| 235163
Antciompeti tive practice 307./1,2786,1055,829 205.| 234225
Unfair trade practice 46 . 49 30 20. 53. 45.0
| mproper-l mubkti sales or 12. 8. 1 4.8 10. 8. 15.8
Mul-t & v el Mar keting Super
Ot her s 0.1 0.9 - - - -
Appeal s
Cases concluded in curr 147 112 90 19 10 10
Rej ected 119 81 70 15 6 9
Original decision repesg 17 8 12 1

198 Economist Intelligence Unit (2017), Country Commerce |, June, London. Viewed at:  www.eiu.com .

200 FTC News Release, 11 October 2017 . Viewed at:
https://www.ftc.gov.tw/internet/english/doc/ docDetail.aspx?uid=179&docid=15247
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Number of cases 2012 2013 1

Not accepted 11 11 8 2 3 1
Wit hdr awn - 1 - 1 1
Partially rejected (or - 2 - - -
Cases pending 37 25 20 13 11 13
Source: Information provided by the authorities.

3.131. The FTC maintains competition cooperation arrangements/agreements with its counterparts

in Australia, Canada, France, Hungary, Japan, Mongolia, New Zealand and Panama; no new
agreements were signed during the review period. 201 The FTC is a member of the International
Competition Network (ICN) and participates in ICN's activities regularly. Competition advocacy is

also an important aspect of the FTC's duties. In 2017, the FTC organized 81 advocacy activities for
enterprises and the general public. It also held training workshops on competition policy for business

managers, lawyers, and government officials.

3.3.4.2  Price controls

3.132. The Price Stabilization Committee remains responsible for work in this area. 202 Whenever
necessary, it coordinates the supply and demand of relevant goods and services with a view to

stabilizing their prices. To promptly respond to inquiries from the Price Stabilization Committee, the

Commodity Price Supervisor y Board continues to monitor price changes and supply of bulk
commodities and important livelihood products. On 31 March 2015, the NDC development council

established an online Price Information Platform to provide the general public with access to

compreh ensive information on current and historical prices of livelihood products. Trade -related
measures may be adopted to stabilize prices (Section 3.1.3.7). 203

3.133. Chinese Taipei maintains price monitoring over energy products (electricity, gasoline, diesel,

gas, a nd natural gas, etc.), construction materials (iron and steel, sands and stones etc.), bulk
commodities (e.g. wheat, corn, soybeans, flour, milk powder, cooking oil, salt), pharmaceuticals and

telecom services . The cost of most new drugs is reviewed almost once a year, and has resulted in
several price reductions in recent years, seemingly making Chinese Taipei a less attractive market

for ov erseas pharmaceutical companies. Among more than 16,000 drugs covered by NHI, around
7,600 drug prices were adjusted in 2017 (332 raised in price and 7,331 reduced in price), yet only

88 of which were Class 1 drugs (patented drugs). Besides, the average adjustment range of the

drug rice adjusted in 2017 was only 3.5% ,204

3.134. Price-stabilization measures remain in place at ups tream, mid -stream, and downstream
levels, as well as some production support measures (Table 3.7, Sections 3.3.1.2.4, 4.1.1.1

and 4.2.2.3). Taking into account people's livelihood requirements, economic development

objectives and local industry competitive ness, the current floating price adjustment mechanism for
domestic gasoline and diesel fuel of the publicly owned petroleum company (CPC Corporation)

regulates their pre  -tax wholesale price so as to keep it at the lowest level among neighbouring East

Asian economies, such as: Japan; Korea (Rep. of); Hong Kong, China; and Singapore (Sections 33.5
and 4.2.2.3). Domestic airlines abide by a maximum discount on ticket prices which can be made

as a seasonal adjustment of 50%.

201 Online information . Viewed at: https://www.ftc.gov.tw/internet/english/doc/docList.aspx?uid=1075

202 Members of the Price Stabilization Committee include, among others, the Ministries of Economic
Affairs, Finance, Transportation and Communication, Health and Welfare, the Central Bank (CBC), the Council
of Agriculture (COA), the Public Construction Commission (PCC), and the NDC development council.

203 QOnline information . Viewed at: http://www.ey.gov.tw

204 Economist Intelligence Unit (2017), Industry Report: Healthcare , 3™ Quarter, 22 August, London.
Viewed at:  www.eiu.com/healthcare
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Table 3.7 Price -stabilization measures

Commodities WEERES

Upstream: incoming bulk - Monitoring price changes in the international market for bulk commodities
commodities, and farm - (wheat, corn, s oybeans, flour, milk powder and cooking oil);

gate prices of agricultural - reducing tariffs "dynamically" on some milk powder, butter, corn flour, soy
products flour, apple, nectarine, kiwifruit and goose meat;

- exempting from business tax (corn);

- limiting price rises of some state -owned enterprise products: for example,
"Taiwan Sugar Corporation" was required to stabilize the price of its small

packets of sugar, and to keep its salad oil prices at the lowest level in the

market;

- keeping track of daily movements in farm -gate and wholesal e prices of key
agricultural products. Activating relevant production and marketing modulation
measures when necessary.

Mid - stream: reducing - Subsidizing oil used by farmers and fishermen: exempted from the 5%
transportation costs, and Business Tax; subsidizing gasoline and diesel used by fishermen by 14% of the
strictly investigating price;
cartels - strengthening investigation of mid -stream cartels or illegal hoarding.
Downstream: monitoring - Stabilizing market prices of agricultural products (rice, vegetables, meat);
market prices, setting up - setting up mechanisms for checking market prices: price checks by the MOEA,
special anti -inflation the Consumer Protection Committee, and the FTC ;
areas, and strictly - setting up special anti  -inflation areas in stores, and working in coordination
punishing illegal hoarding with businesses to fight inflation;
or price gouging - strengthening the investigation of cartels, illegal hoarding, and price gouging

- enhancing transparency on price information.
Dedicated measures to - Establishing an Integrated Online Market Information System for Fruits and
stabilize the price of fruits Vegetables on 1 May 2017;
and vegetables - increasing vegetable storage capacity;

- establishing an emergency mechanism to incr ease vegetable imports prior to

possible typhoon strikes;

- establishing vegetable security stock;

- increasing the number of stores for the supply of cheap vegetables;

- increasing agricultural production facilities such as greenhouses;

- strengthening pr ice check when there are typhoon alarms;

- establishing task forces to respond to possible natural disaster strikes.

Source: NDC online information. Viewed at:
https://www.ndc.gov .tw/Content_List.aspx?n=E2D7F614ADB04163

3.3.4.3  Consumer protection

3.135. The Consumer Protection Act was amended on 17 June 2015. 205 Major changes brought to
the Act concern: the use of standard contracts; distance sales and door -to -door sales; and consumer
suits. 26 The Enforcement Rules of the Consumer Protection Act were amended accordingly on

31 December 2015; the same day, the Regulations on Reasonable Matters as Exceptions to Rescind

the Distance Sales were enacted to specify rules related to the amendment of th e Act. As a result of
these amendments, consumers' rights appear to be generally strengthened. The Consumer
Protection Committee remains responsible for organizing consultations and conducting reviews of
consumer protection related policies, enforcement of regulations, and other relevant issues. In 2017,
there were 54,255 consumer complaints registered online on its website. During the review period,
the leading categories of consumer disputes were related to online gaming (3,102 cases); clothing,

leather a nd shoes (3,011 cases); telecommunication services (2,839 cases), mobile phone and
peripheral products (2,555 cases); and the cram schools system (1,449 cases).

3.3.5 State trading, state -owned enterprises, and privatization

3.136. During the review period, public -sector involvement in the economy has remained relatively
unchanged and spread over several activities including rice, sugar, tobacco and liquor, petroleum,
aerospace, shipbuilding, electricity, water supply, banking and finance, engineering, and postal
services; market monopolies are retained in electricity, water supply and postal services

205 Consumer Protection Committee online information. Viewed at:
https://www.cpc.ey.gov.tw/cpc_en/Conten t_List.aspx?n=1680CAE13C36FA16
206 More information on these amendments is provided online by the Consumer Protection Committee

at:
https://www.cpc.ey.gov.tw/cpc_en/News Content.aspx?n=F66FD3CFB8BAED49D&sms=D5B062E5C3E2CFD2&s
=E12F415F444EDD26 .
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(Table 3.8). 2°7 State -owned enterprises continue to be managed mostly by ministries including the

MOEA, the Ministry of Transportation and Communications, and the MOF. 208 The government retains
control over some already entirely or partly privatized enterprises, including through managing
appointments to boards of directors. 209 As at April 2018, there were 18 state -owned enterprises
operating in Chinese Taipei (see below); th eir contribution to GDP rose from 3.4% (2013) to

4.3% (2016), whereas their share in gross fixed capital formation dropped from 5.5% to 4.6%.

Between 2014 and 2016, the state -owned enterprises'  total assets rose from NT$18.7 trillion to
NT$19.7 trillion, a nd their net profit rose from NT$232 billion to NT$365.1 billion with only  one
compan y registering losses (“Taiwan Railway Administration"). Despite a drop in 2015, these
enterprises emplo yed 116,783 persons in 2016. In 2015, revenue from surpluses of publ ic
enterprises and public utilities, albeit gradually declining, accounted for 9.8% (11.2% in 2013) of
net government revenue and remained its second major source after taxes. 210 No data on the share
of state -owned enterprises in local and overseas trade wer e available from the authorities.

Table 3.8 Indicative list of state -owned enterprises, 2018

Company name Public sector Privatization progress and/or plan

ownership (%
Printing Plant, Ministry of Finance 100.00 Temporarily not being privatized (it is
charged with the implementation of
government policies)
Export -Import Bank 100.00 Temporarily not being privatized (it is
charged with the implementation of
government policies)

Taoyuan International  Airport 100.00 Temporarily not being privatized
Corporation
"Taiwan Tobacco & Liquor Corp." 100.00 Temporarily not being privatized (Corporation

and its employees still have no consensus on
privatization at the moment)

"Taiwan Railway Administration" 100.00 Temporarily not being privatized
"Taiwan International Ports 100.00 Temporarily not being privatized
Corporation "

"Taiwan Financial Holding Co. Ltd." 100.00 Temporarily not being privatized (it is

charged with the implementation of
government policies)

“Land Bank of Taiwan Co. Ltd." 100.00 Temporarily not being privatized (it is
charged with the implementation of
government policies)

CPC Corporation (CPC) 100.00 Temporarily not being privatized

Chunghwa Post Co. Ltd. 100.00 Temporarily not  being privatized: Chunghwa
Post Co. Ltd. should provide universal service

"Taiwan Sugar Corp. (TSC)" 96.51 Re-evaluation: currently being planned by
SBU (Strategy Business Unit)

"Taiwan Water Corp . (TWC)" 100.00 Temporarily not being privatized: water
purification plant by ~ contracting out

Chunghwa Telecom 40.18 Latest release of shares: 25 April 2017

Aerospace Industrial Development 35.17 Latest release of shares: 21 August 2014

Corp.

"CSBC Corporation, Taiwan (CSBC)" 33.57 Latest release of shares: 18 December 2008

RSEA Engineering 100.00 It completed the privatization of its

construction sector on 1 November 2009 and
will implement the procedures for its
dissolution and liquidation in 2020

Tang Eng. Iron Works Co. 11.56 Latest release of  shares: 5 July 2006

Source: Information provided by the authorities; and Economist Intelligence Unit (2017), Country
Commerce , June. Viewed at:  www.eiu.com .

207 BTI (2016), Chinese Taipei Report . Bertelsmann Stiftung, 2016. Available at: https://www.bti -
project.org/fileadmin/files/BTI/Downloads/Reports/2016/pdf/BTI_2016_Taiwan.pdf (p. 13).

208 For example, the MOEA supervises "Taiwan Sugar", "Taiwan Power" and the CPC Corporation; the
Ministry of Transportation and Communications supervises Chunghwa Post and "Taiwan Railway
Administration"; and the MOF supervises "Taiwan Tobacco and Liquor”, as well as the banks. Economist
Intelligence Unit (2017), Country Commerce , June, London. Viewed at: www.eiu.com .

209 These enterprises include, inter alia, Chunghwa Telecom, "China Steel", "Taiwan Fertilizer", "Taiwan
Salt", CSBC Corporation (shipbuilding), Yang Ming Marine Transportation, and eight public banks.

210 Ministry of Finance (2016), Government Finance - 2016 , July.
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3.137. State -owned enterprises are also used as industrial developme nt or food security policy
tools. In November 2017, amendments to the Statute for Industrial Innovation (SIlI) mandating an
R&D spending quota (i.e. percentage of budget) for state -owned enterprises were passed

(Section 3.3.1.2.2 ).?!1 Regarding rice, the most important crop in Chinese Taipei, t he Agriculture
and Food Agency (AFA) of the COA continues to retain an exclusive right to import 65% of the rice

tariff quota at the in  -quota tariff rate (Sections 3.1.3.5 and 4.1) .?12 The Central Engraving and
Printing Plant (CEPP) retains an exclusive right to print currency and to import banknote paper to

stabilize financial markets and to prevent counterfeiting through the use of banknote paper.

3.138. According to the legislation and the authorities, a state -owned enterpri  se is a company that
retains de jure monopoly rights and at least 50% of its shares are owned by the government. Upon

the loss of its statutory monopoly rights or other special rights, and/or reduction of the number of

shares held by the public sector, a state -owned enterprise is considered privatized, and therefore

not subject to WTO notification despite being invol ved in trading activities (e.g. "Taiwan Tobacco
and Liquor Corporation" and "Taiwan Sugar Corporation"). 213 Consequently, Chinese Taipei's WTO
notifications during the review period cover state -trading activities on rice and banknote paper
only. 2

3.139. During the review period, there has been virtually a standstill in the privatization process

involving the closure by liquidation of the Kaohsiung Ammoni um Sulphate Co. Ltd.
(15 January 2016) as well as the release of shares of the Aerospace Industrial Development Corp.

(August 2014) and Chungwa Telecom (April 2017) (Table 3.8). This situation seems largely due,

inter alia , to: lack of consensus on privati zation between employees and corporation and
implementation of government policies; opposition; various economic considerations; regulatory
difficulties; and the fragmented administrative structure (i.e. different agencies involved in their
administration) .25 Furthermore, the January 2017 Electricity Act amendments included plans for the
restructuring of the publicly owned electricity company Taipower in the period 2023 -2026 and the
setting up of a new holding company that will gradually liberalize power gen eration and distribution
(Section 4.2.2.2). 216

3.3.6  Government procurement

3.140. Government procurement amounted to NT$1 trillion in 2016, representing 6% of GDP, down
from 7% in 2013. In 2017, construction works accounted for 36.5% of the total value of government

procurement, while goods and services represented 35.6% and 27.9%, respectively. 217 The share
of non -local suppliers in the total value awarded ranged from 10.9% (2014) to 25.5% (2017)
(Table 3.9), while their share in the number of contracts awarded was rel atively stable, at slightly
above 10% with a peak of 11.1% in 2017. 218

211 Online information . Viewed at:  https://www.export.gov/article?id=Taiwan -state -owned -enterprises .

212 WTO document G/STR/N/  16/TPKM, 20 June 2016

213 WTO document WT/TPR/S/232/Rev.1, 28 July 2010.

214 WTO documents G/STR/N/15/TPKM, 9 September 2014, and G/STR/N/16/TPKM, 20 June 2016

215 9o far the privatisation process, initiated in 1989, has been carried out through sale of shares and
assets, formation of a privately owned enterprise by joint venture with private individuals, merger with an
existing private enterprise, and/or capital in crease. WTO documents WT/TPR/S/232/Rev.1, 28 July 2010, and
WT/TPR/S/302/Rev.1, 18 December 2015; Economist Intelligence Unit (2017), Country Commerce , June,
London. Viewed at:  www.eiu.com ; and BTI (2016), Chinese Taipei Report , Bertelsmann Stiftung, 2016. Viewed
at: https://www.bti - project.org/fileadmin/files/BTI/Downloads/Reports/2016/pdf/BTI_2016_Taiwan.pdf

(p. 15).

216 Enerdata online information. Viewed at: https://www.enerdata.net/publications/daily -energy -
news/taiwan -amends -its -electricity -act-plans -nuclear -exit -2025.html ; and Export.gov online information.
Viewed at:  https://www.export.gov/article?id=Taiwan -state -owned -enterprises .

217 In 2017, the m ain procurement items for goods were: pharmaceutical products, weapons and
ammunition and parts thereof. The main services procured were: architectural, engineering and other technical
services. The major construction contracts covered were: construction w ork for civil engineering and buildings.
218 Regarding "domestic goods", the rule for determining source of origin of goods is pursuant to the
Regulations Governing the Determination of Country of Origin of Import Goods, which is prescribed by the
Ministry of Finance and the Ministry of Economic Affairs. Products produced by overseas -invested companies or
joint -ventures are not considered "domestic". Regarding "domestic services", the rule for determining source of
origin of services is pursuant to the GP Ac t and its related regulations, by the origin or the place of registration
of the actual service provider. Where the service provider is a natural person, the citizenship applies; where
the service provider is not a natural person, the place of registration applies.
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Table 3.9 Procurement by origin, 2014 -17
2014 2015 2016 2017
Total value (NT$ billion) 934.5 919.4 1,026.0 1,222.6
Percentage of GDP 5.8 5.5 6.0 7.0
Share (%)
Local 89.1 81.4 82.2 74.5
Non-local 10.9 18.6 17.8 255
Suppliers originating in GPA parties 9.5 16.7 16.7 16.2
Number of contracts awarded 187,966 177,956 182,082 185,803
Share (%)
Local 89.8 89.1 89.2 88.9
Non-local 10.2 10.9 10.8 11.1
Suppliers originating in GPA parties 8.9 9.4 9.2 9.3
Note: The statistics include procurement not covered by the WTO/GPA and with a value of more than
NT$100,000. The statistics do not include procurement for resale or using in the production of

supplies or services for sale.

Source: Information provided by the authorities.

3.141. Chinese Taipei is a member of the WTO Agreement on Government Procurement (GPA) and

has opened its GPA covered procurements to other members of the Agreement. Pub lic Private
Partnerships contracts are not covered by Chinese Taipei's commitment under the revised GPA.

According to the authorities, in 2016, market access opportunities in central and sub -central entities
under Chinese Taipei's GPA commitment stood at N T$206 .7 billion (NT$182.3 billion in 2014),

representing 20.2% (19.5% in 2014) of its total government procurement value; construction and

services accounted for 43.7% and 20.1% of the GPA procurement value respectively, and the

Ministry of Transportation and Communications and Taipower are the main procurement entities
responsible for 19.6% and 20.2% of this amount respectively. 219 The authorities reported that, as

at April 2018, the statistics for GPA  -covered procurement in 2017 were under preparation and w ould
be submitted when available. Since 2014, the GPA procurement value has remained stable.

3.142. Chinese Taipei maintains two bilateral trade agreements that contain market -access
commitments on government procurement: one with New Zealand (ANZTEC), which ente red into
force on 1 December 2013, and another with Singapore (ASTEP), effective since 19 April 2014.
Notably, under the ASTEP, the two signatories adopted lower market access thresholds for the

procurement of goods and services (excluding construction ser vices) than those under the GPA for
central entities but for the others they are the same as those under the revised GPA, reflecting their

willingness and ability to further liberalize their government procurement markets bilaterally. 220
Legislation

3.143. Government procurement remains regulated by the Government Procurement Act (GP Act),
which aims to ensure fair and open procurement procedures, promote the efficiency and
effectiveness of government procurement operation and ensure the quality of procureme nt. It
applies to procurement by any government agency, public school, or state -owned enterprise, for the
contracting of construction work, the purchase or lease of property, and the retention or employment

of services. 22! During the review period, the Act w as amended in January 2016. 2?2 The amendments

included: the introduction of payment and review procedures for procurement of construction
services; the strengthening of the role of the Complaint Review Board for Government Procurement
(CRBGP) in providing su ggestions or proposals in dispute mediation; the application of mediation
and arbitration to procurement of technical services; and the increase of the maximum number of

219 g0 far the GPA has covered procurement of Taipei and Kaohsiung Cities; other mega cities have not
been officially included in the list of the sub -central entities. Currently, Chinese Taipei has no plans to expand
its GPA coverage to include ot  her municipalities in its list of sub -central entities. WTO documents
GPA/137/Add.1, 27 May 2016 ; and GPA/142/Add.3, 3 July 2017.

220 The GPA standard thresholds are SDR 130,000 for goods and services procured by government
entities, SDR 200,000 for local go vernment entities and SDR 400,000 for other entities, and SDR 5 million for
construction services procurement by all entities. Under the ASTEP, Chinese Taipei and New Zealand set the
thresholds at SDR 130,000 for goods and services and SDR 5 million for co nstruction services procured by all
entities.

221 Articles 2 and 3 of the Government Procurement Act.

222 pyblic Construction Commission. Viewed at: http://lawweb.pcc.gov.tw/EngLawContent.aspx?id=49

Pengh


http://lawweb.pcc.gov.tw/EngLawContent.aspx?id=49

WT/TPR/S/377 /[Rev.1 A Separate Customs Territory nafdMitsui wan, Pengh

-84 -

CRBGP members from 25 to 35 in order to improve the quality and efficiency of dispute handling,
as well as to reduce the overload on members.

Procurement methods and relevant policies

3.144. Since the previous review, there has been no change in the procurement methods, bidding

procedures or procurement thresholds. Procurement contracts of not le ss than NT$1 million are
awarded through open, selective, or limited tendering procedures. Open tendering refers to the

procedure method under which a public notice is given to invite all interested suppliers to submit

their tenders. In principle, open ten dering must be used for all procurement contracts of a value of

NT$1 million or over. Selective tendering consists of procurement with pre -qualification procedure
where only qualified suppliers are invited to bid. It may be used when there is a recurring d emand;
the review of tenders is lengthy; the suppliers' cost of preparing a tender is high; the suppliers'

qualification requirements are complicated; or the procurement concerns research and development.

Limited tendering refers to the procedures under wh ich no public notice is given and only a limited
number of suppliers are invited to compete or only one supplier is invited to tender. It is used, inter
alia, when: there is no eligible tender in response to open and selective procedures; the subject of
procurement is an exclusive right; there is extreme urgency; or the procurement involves follow -up
maintenance by the current supplier. 223 Contracts are granted to either the lowest priced tender or

the most advantageous tender, as prescribed in tender documen ts. The authorities have been
promoting the most advantageous tender criteria in key and significant works.

3.145. Between 2014 and 2016, the share of open tendering in total procurement value dropped
whereas that of limited tendering rose (Table 3.10); this was due to large military procurements in
2015 and 2016 that were conducted through limited tendering. In 2017, the share of open tendering

in total procurement value rose back to 79.6%; 14.2% was awarded through limited tendering and

6.2% through selectivet  endering.

Table 3.10 Procurement share by type of procedure, 2014 -17
Open tendering Selective tendering Limited tendering
(%) (%) (%)
Share of total value 81.7 5.6 12.7
Construction 92.0 1.4 6.6
2014 Goods 69.6 14.1 16.3
Services 81.7 1.6 16.7
Share of total value 74.5 9.1 16.4
Construction 91.6 1.6 6.8
2015 Goods 49.2 25.4 25.4
Services 81.4 0.9 17.7
Share of total value 78.4 5.4 16.2
Construction 92.5 0.0 7.5
2016 Goods 57.1 15.7 27.2
Services 83.0 1.1 15.9
Share of total value 79.6 6.2 14.2
2017 Construction 96.0 0.0 3.9
Goods 61.0 16.3 22.7
Services 81.9 1.3 16.9
Note: The statistics include procurement not covered by the WTO/GPA and with a value of more than
NT$100,000. The statistics do not include procurement for resale or using in the production of
supplies or services for sale.
Source: Information provided by the a uthorities.

3.146. The Chinese Taipei public procurement system remains decentralized. The Public
Construction Commission (PCC) remains the authority to formulate, coordinate, and monitor the
implementation of government procurement policies on goods, services, a nd construction works.
The special municipalities of Taipei City, Xinbei City, Taoyuan City, Taichung City, Tainan City and
Kaohsiung City maintain their procurement audit teams to audit procurement operations handled by

their respective authorities. 224 pyrsuant to paragraph 1 of Article 108 of the GP Act, the central,

223 Article 18 -22 of the Government Procurement Act.
224 ECCT (2017), 2018 Position Papers - Clearing the Hurdles to Economic Progress , November. Viewed
at http://www.ecct.com.tw/file/Publications/201711151808326974.pdf
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municipal, and county (city) authorities may establish procurement supervision unit(s) to monitor

and supervise procurement affairs. Besides the Central Procurement Supervision Unit under the PCC,
15 central entities and 22 local entities have established their own procurement supervision units.

The Central Procurement Supervision Unit under PCC is responsible for auditing and supervising all
procurement cases, while the other procurement a udit teams are responsible for their entities and
subordinate agencies. According to the authorities, there is no problem arising from their allegedly

overlapping project supervision and dispute handling systems. 225

3.147. Relevant laws and regulations on governme nt procurement, procurement notices and
contract award information are published in the Government Procurement Gazette (currently an
e-gazette) as well as on the PCC's website. 226 To enhance the openness and transparency of
procurementinformation, since 199 9 Chinese Taipei has maintained an online procurement platform,
namely GEPS (Government E  -Procurement System), to provide single website e -procurement
service for government entities and suppliers. 227 All procuring entities are required to publish their

tend er notices, tender documentation and award notices in the Government Procurement Gazette

and on the platform. A procuring entity may base its decision on whether to receive tenders through

GEPS upon "actual needs" relating to the specificity/characteristic s of the procured item; the
authorities indicated that certain local companies do not have the capacity to meet e -procurement
requirements. For GPA covered procurements, summary notices in English are also published

through the system. During the review pe riod, there was an annual average of about
250,000 procurements providing e  -tender documentation annually, accounting for over 99% of the

total number of tenders. By promoting e -tendering documentation, the authorities saved time and
reduced human resource s and printing costs estimated at over NT$ 1 billion per year. In addition,

the publishing ofthee - Government Procurement Gazette saves printing -related advertisement costs
estimated at about NT$3 billion per year.

3.148. Chinese Taipei's government procurement regime requires reciprocity in terms of market
access opportunities. The GP Act stipulates that procuring entities should restrict or ban suppliers,
products or services from certain territories from participating in the procurement where the territory

imp oses a restriction or ban on the suppliers, products or services from Chinese Taipei. 228 A
procuring entity may indicate in its tender documentation whether overseas suppliers from countries
not parties to agreements signed by Chinese Taipei are allowed to p articipate in the tendering; if

allowed, the procuring entities must specify the name of the country concerned.

3.149. Legal provisions for preferential treatment for local suppliers, with the aim of promoting local

employment and industrial development remain i n place. 22° This treatment is available to
procurement not subject to Chinese Taipei's commitments under international treaties or

agreements (e.g. GPA). 230 | ocal suppliers are eligible for a price preference of 3% maximum. 231 The
margin of the price preference and the starting/expiry dates of the price preference period for
particular tenders must be published by the responsible entity in the Government Procurement
Gazette . However, the authorities indicated that although no price preference has been published o r

implemented since the entry into force of the GP Act in 1999, there is no plan to suppress this
provision from the Act.

3.150. The GP Act allows procuring entities to introduce offset requirements in their procurements,

except when prohibited by agreements to which Chinese Taipei is a party. 232 The offsets may include
requirements on local content, technology transfer, investment, export facilitation, or other similar

measures, provided that they do not have a weight of over one third in the evaluation. No furthe r
information (e.g. number of cases and type of items) on the implementation of this policy since 2014

was available from the authorities.

225 ECCT (2017), 2018 Position Papers - Clearing the Hurdles to Economic Progress , November. Viewed
at http://www.ecct.com.tw/file/Publications/201711151808326974.pdf

226 PCC website . Viewed at : http://www.pcc.gov.tw

221 An English version of t  he introductory page of the GEPS website is available at:
http://web.pcc.gov.tw/tps/pss/tender.do?method=goNews

228 Article 17 of the GP Act.

229 | ocal suppliers are defined as suppliers t hat supply property with at least 50% value added locally,
or suppliers of construction work or services locally.

0 Articles 17, 43 and 44 of the GP Act.

21 Article 44 of the GP Act.

22 Articles 43 and 44 of the GP Act.
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3.151. Chinese Taipei continues to use non -GPA covered government procurement to support: the
development of local small and medium enterprises (SMEs) (Section 3.3.1.2.1); the procurement of

environment -friendly (green) products; indigenous suppliers; and people with disabilities. To

promote SMES' participation in government procurement, a yearly target percentage (YTP) of the

value of procurement awarded or subcontracted to SMEs in the total value of procurement is set.

The YTP has increased from 20% in 2000, when the schedule was established, to 40% in 2010 and

has remained unchanged since then. 233 The YTP has non -binding charac ter and is assessed in a
"conglomerated" manner. The value to be subcontracted to an SME by a non - SME is determined by
the latter and at its own discretion. For a procurement valued at less than NT$1 million, the procuring

entity may prescribe in its tende r documentation that the contract will be granted to an SME unless

SMEs are not in a position to carry out the procurement in question. The award information published

online in the GEPS specifies whether the winning supplier is an SME, and if not, an esti mated value
is sub -contracted to SMEs. The Small and Medium Enterprise Administration provides information

on government procurement regulations and advises SMEs on practical issues. The PCC collects and

classifies the information yearly, notifies the proc uring entities, and publishes it on its website. In
2017, the total value of contracts of a value exceeding NT$100,000 awarded or subcontracted to

SMEs was NT$782.4 billion, representing 64% of the total procurement of these contracts.

3.152. Procuring entities  are encouraged but not required to give priority to environment -friendly
goods in their procurements according to Article 96 of the GP Act. A price preference of no more

than 10% might be granted to relevant certified goods. Terms and sp ecificationsrelate dto Article 96
are defined by the Regulations for Priority Procurement of Eco -Products, jointly published by the PCC
and the Environmental Protection Administration in 1999. 234 A 2001 Programme defines the
proportion and categories of environmentally prefer able products that governmental agencies shall
purchase. The goal has been amended annually according to the yearly performance and it is set at

90% for 2017. Currently, a total of 167 categories of products, with the Green Mark, the Energy
Label, the Wate r Efficiency Label, or the Green Building Material Label, are included in the list. The

system applies to products regardless of origin considerations. On 21 March 2018, there were 295

local an d overseas companies with 6,437 certified models among 51 kinds of products. An appraisal
mechanism was created and maintained to evaluate the overall performance of the system in
accordance with established criteria and index; honours or awards are granted to entities meeting

their annual environment  -friendly goods p urchase targets.

Enforcement

3.153. The Complaint Review Boards for Government Procurement (CRBGP) established at different

levels of government are responsible for handling complaints filed by suppliers where there might

be a breach of laws and regulations in a procurement whose contract value is over NT$1 million. If

the supplier does not accept the CRBGP's decision, it may file an administrative appeal with the
administrative appeal court. Reportedly, arbitration is often the preferred form of dispute settleme nt
for overseas suppliers, rather than mediation, which is the current practice in public procurement

contracts. 235 Between 2014 and 2017, 1,235 complaints related to invitation to tender, evaluation

of tender, or award of contract were filed with the CRBGP of the PCC, of which 14 cases were filed

by overseas suppliers, accounting for 1.1% of total cases. Of the aforementioned 14 cases, none of

them were found to be in breach of relevant laws and regulations; 1 case was appealed to the
administrative court. C  ompared with the period covered under the previous TPR, the number of
complaints increased due to the objections of suppliers to the payment of a bid bond which they

were informed of by the procuring entities pursuant to a notice of the audit office of Chi nese Taipei
which calculates the related costs of a tender. Between 2014 and 2017, a total of 5,937 disputes, of

which 3,040 were complaints (including complaints related to invitation to tender, evaluation of

tender, or award of contract and the debarred suppliers) and 2,897 were mediations for GPA -covered
and non GPA -covered procurements, were settled by seven CRBGPs. Among the complaints and
mediations filed to the CRBGPs, 47% involved construction , 28% services and 25% properties.
According to the PCC's  Annual Enforcement Report 2017, during the period 2014 -2017, among
complaints related to invitation to tender, evaluation of tender , or award of contract filed to the

23 WTO document GPA/WPS/SME/26, 6 July 2016.

24 The Regulations are available at:
http://law.moj.gov.tw/Eng/LawClass/LawAll.aspx?PCode=A0030084

25 The outcomes of mediations are not legally binding, and thus parties m ay subsequently pursue
remedies in courts or arbitration, an option that lengthens the process and is costly for both sides. ECCT
(2017), 2018 Position Papers - Clearing the Hurdles to Economic Progress , November. Viewed at
http://www.ecct.com.tw/file/Publications/201711151808326974.pdf
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CRBGP of the PCC regarding ordinary complaints, 91% involved "complaint against the proc edures
or the outcome of the procurement”, 8% involved "complaint against the content of the tender
documentation"; and 1% involved "complaint against the interpretations, subsequent explanations,

amendments or supplements of the tender documentation". 2% Nodat a balnrigging cases
examined from 2014 onwards were available from the authorities. According to the results of a
satisfaction survey on the CBRGP of the PCC by suppliers and procuring entities, the overall
satisfaction rating stood at 93%, which is indicative that Chinese Taipei's complaint review
mechanism is effective and efficient.

3.3.7 Intellectual property rights

3.154. Chinese Taipei considers that the protection of intellectual property rights (IPR) encourages

investment and fosters the development of knowledge -based industries which are key to maintaining

its global competitiveness. 237 Chinese Taipei's IPRs policy has remained virtually unchanged; it is
focused on improving its regime by amending the existing regulations, and its 2015 -2017 IPR Action
plan has been largely focused on enforcement (Section 3.3. 7.3). 28 During the review peri  od,

Chinese Taipei strengthened protection in areas such as patents, trademarks and copyrights,
whereas further workis under way in trade secrets and copyright. In discussions in the TRIPS Council

it has either co -sponsored or supported ad hoc agenda item s under which the link between
innovation and IPRs was examined from various perspectives. 239

3.155. Since 2014, Chinese Taipei has submitted 23 notifications with respect to its obligations

under the WTO TRIPS Agreement (Table A2.1). Apart from the WTO TRIPS Agreement, Chinese
Taipei participates in IPRs protection and cooperation within the APEC Intellectual Property Rights

Expert Group (IPEG) framework. It remains a non -Member of WIPO and, therefore, a non - signatory
of WIPO -administered agreements. Chinese T aipei maintains bilateral instruments on IPR protection

and enforcement in the form of agreements or MoUs with several economies. 240 During the review
period, it signed new MoUs with the Republic of Korea on the Exchange of Industrial Property
Information an  d the Electronic Exchange of Priority Documents (2015), the United Kingdom (UKIPO)

for the Mutual Cooperation in the Field of Deposit of Biological Material for the Purposes of Patent

Procedure (2017), and the European Union (EUIPO) on bilateral IPR cooper ation (2018), as well as
Patent Prosecution Highway (PPH) MoUs with the Republic  of Korea (2015), Spain (SPTO) (2016),
Poland (UPRP) (2017) and Canada (CIPO, pilot) (2018) (Section 3.3. 7.1.1). In addition, it continues
to strengthen exchanges and cooperati on with the USPTO, JPO, KIPO, SIPO, and other intellectual
property offices in various economies. 241 A Cross - Strait Agreement on IPR Protection and
Cooperation has been in place since 12 September 2010.

3.156. The MOEA's intellectual property office (TIPO) remains in charge of formulating IPR policy,

laws and regulations; administration of IPR registration and public IP awareness; settling disputes,
and enforcement of IPR  -related laws; inter -agency coordination; and promoting cooperation with

236 The Annual Performance Report is available at: https://www.pcc.gov.tw/ (in Chinese only).

27 For examp le, all royalties for patents, trademarks and know -how to overseas licensers face a 20%
tax to be withheld at the source. However, these royalty payments may be exempt from the withholding
requirement if trademarks and patents are licensed to a local entit y (including an approved inbound investment
with up to 100% overseas ownership) under an approved agreement for technical cooperation. This exemption
does not apply to transfers of technical know -how for use exclusively by high -tech industries or important
technical industries. Economist Intelligence Unit (2017), Country Commerce , June, London. Viewed at:
www.eiu.com ; AmCham 2015 Industry Committees priority issues. Viewed at: http://amcham.com.tw/wp -
content/uploads/2016/05/WP -2015 -Intellectual -Property -Licensing.pdf .

28 MOEA (2016), 2015 Intellectual Property Office Annual Report , June 2016.

2% Chinese Taipeiwas aco -sponsor of the ad hoc agenda item on IP and Innovation at the TRIPS
Council meetings in February 2018 (IP/C/M/88); October 2017 (IP/C/M/87 and Add.1); March 2017 (IP/C/M/85
and Add.1); November 2016 (IP/C/M/83 and Add.1); June 2016 (IP/C/M/82 and Add.1); March 2016
(IP/C/M/81 and Add.1); October 2015 (IP/C/M/80 and Add.1); and June 2014 (IP/C/M/76 and Add.1).

240 These economies include: Austria, Australia, Chile, Costa Rica, El Salvador, the European Union,

France, Germany, Guatemala, Japan, Liechtenstein, the Netherlands, Paraguay, the Philippines, Spain,
Switzerland, the United Kingdom and the United States. The complete list of bilateral agreements is provided
online by TIPO . Viewed at:  https://www.tipo.gov.tw/ct.asp?xltem=175779&ctNode=6842&mp=2 ; and in WTO
document WT/TPR/S/302/Rev.1, 18 December 2015.

241 MOEA's Intellectual Property Office online information. Vie wed at:
https://www.tipo.gov.tw/ct.asp?xltem=175779&ctNode=6842&mp=2 ; and MOEA (2016), 2015 Intellectual

Property Office Annual Report  , June 2016.
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Chinese Taipei's tradi  ng partners. 242 All main IPR laws and regulations are available in both English

and Chinese on TIPO's website (  https://www.tipo.gov.tw/mp.asp?mp=2 ). 243 Since January 2014,
TIPO has operated an electronic deli very of patent and trademark official documents; this
improvement facilitated document search, statistics and management, and reduced document

storage space, cost and postage. In the period 2014 -2017, a total of 1,090,812 official documents
were delivered and 293,376 cases filed electronically. 244 A patent or trademark applicant must file
an application with TIPO, which normally renders a decision within six months upon submission of

all supporting documents (Sections 3.3. 7.1.1and3.3. 7.1.2).In2017,the av erage first official action
pendency for invention patents and trademarks was 8.8 and 5.07 months, respectively; and the

average disposal pendency for inventions, utility models and design patents and trademarks was

16, 2.4, 7.1 and 7.04 months, respective ly.

3.157. Following the 2011 amendments of Article 59.1.6 of the Patent Act and of Article 36.2 of the
Trademark Act that introduced the principle of international exhaustion, parallel imports are not

considered to be in violation of relevant laws, therefore the y are permitted. However, regarding
copyright, according to Article 87. 1.4 of the Copyright Act parallel imports are considered as
infringement except for the cases listed in Article 87bis of the Act. 245 No data on values and main

product categories of parallel imports since 2014 were available from the authorities.
3.3.7.1 Industrial property
3.3.7.11 Patents and utility models

3.158. Protection for patent rights remains for 20 years from the filling date of the application fo r
inventions, ten years for utility models, and 12 years for design. 246 The Patent Act was last amended

in 2017 with key revisions including: the extension of the grace period for invention and utility model

patent applications from 6 to 12 months preceding the date of domestic filing; the removal of
restrictions on the types of disclosure that qualify for the grace period regardless of whether such

disclosure was the applicant's intention or not; and in response to public calls, the removal of the

requiremen ts of claiming the grace period at the time of filing an application. 247 In line with the
needs of the industry and relevant policies, and to align relevant provisions with the 2017
amendments to the Patent Act, amendments were introduced to the Enforcement Rules of the Patent
Act and, interalia , referred to the submission of the priority documentin e -form, technical terms for

design patents and the postponement of the publication of a patent (e.qg. its extension from three to
six months). 248

3.159. To promote partn erships with other economies with respect to mutual recognition of
biological material deposit effects, 2015 amendments, enforced in January 2016, were made to

242 WTO document WT/TPR/S/232/Rev .1, 28 July 2010.

243 1n accordance with the relevant laws and regulations, all applicants for IPR protection, irrespective of
origin, receive the same level of protection; application procedures in terms of time and fees are also the
same. WTO document WT/T  PR/S/232/Rev.1,28  July 2010.

244 MOEA (2015), Annual Report 2014 Intellectual Property Office , July 2015; MOEA (2016), 2015
Intellectual Property Office Annual Report , June 2016. MOEA (2017), 2016 Intellectual Property Office Annual
Report, August 2017. Vie  wed online:  https://www.tipo.gov.tw/public/data/782314564271.pdf

245 These exceptions include the original or copies of a work imported that are, inter alia : (i) for the use
of all levels of government agencies; (ii) for the supply of works to non - profit scholarly, educational, or
religious organizations, or for library lending or archival purposes, (iii) for the private use of the importer, not
for distribution; (iv) for visually impaired, learning disabled, hearing impaired or other persons with a
perceptual disability; (v) original or copies of a work incorporated into any legally imported goods, machinery,
or equipment that are imported in conjunction with the import of such items; and ( vi) user's manuals or
operating manuals accompanying any legally imported goods, machinery, or equipment. Article 87bis of the
Copyright Act. Viewed at: https://www.tipo.gov.tw/public/data 161221027271 .pdf

246 Articles 52, 114, and 135 of the Patent Act. Viewed at:
https://www.tipo.gov.tw/public/Attachment/752949427 .pdf .

247 WTO document IP/N/L/TPKM/15, IP/N/L/TPKM/P/8, 10 October 2017; and MOEA (2017), 2016
Intellectual Property Office Annual Report , August 2017. Viewed  at:
https://www.tipo.gov.tw/public/data/782314564271.pdf

248 Other amendments of the En forcement Rules of the Patent Act to clarify certain doubts in practices
and coordinate with the amendment of the 2014 Patent Act were undertaken in 2014 and relate to: clarifying
the calculation of grace period; clarifying continuation of the patent right s; and inserting a new provision to
avoid double patenting. WTO document IP/N/1/TPKM/7, IP/N/1/TPKM/P/6, 11 March 2015.WTO document
IP/N/1/TPKM/16, IP/N/1/TPKM/P/9, 10 October 2017.



https://www.tipo.gov.tw/mp.asp?mp=2
https://www.tipo.gov.tw/public/data/782314564271.pdf
https://www.tipo.gov.tw/public/data/61221027271.pdf
https://www.tipo.gov.tw/public/Attachment/752949427.pdf
https://www.tipo.gov.tw/public/data/782314564271.pdf

WT/TPR/S/377 /[Rev.1 A Separate Customs Territory nafdMiati wan,

- 89 -
Article 11 of the Regulations for the Deposit of Biological Material for Patent Application base don
the Regulations under WIPQO's Budapest Treaty on the International Recognition of the Deposit of
Microorganisms for the Purposes of Patent Procedure. 249 |n 2016, amendments were introduced to
the Patent Attorney Act, to cover issues relating to patent at torneys' practices, including the modes
and the scope of their commissioned practices, their on -the -job training, as well as management
and disciplinary actions for patent agents. 250
3.160. With respect to pharmaceutical inventions, important steps have been taken towards
ensuring better protection in this area to promote the economy's innovation potential. 21 n
December 2017, the Pharmaceutical Affairs Act (PAA) was amended as part of Chinese Taipei's
commitment to join the then Trans -Pacific Partnership Agreement (TPP, Section 2.3.2). The
amendment was aimed at aligning existing IPRs in this area to the TPP provisions by, inter alia,
reportedly tightening data exclusivity for new indications and setting up a patent linkage system to
ensure that generic drugs are no t launched in Chinese Taipei while the original patent is still valid. 252
Data exclusivity for new drugs with new ingredients were set out in the 2017 PAA amendments.
Additional amendments to the PAA, providing data exclusivity for drugs with newly added or change

of indications  with international data involving a three year regulatory protection that might be
extended to five years for those with domestic clinical trials, have been in place since 31 January

2018; nevertheless, the legislative process for the Patent Linkage amendments has not yet been
completed. 253

3.161. During the review period, there were no changes to compulsory licensing in the Patent Act
and no such cases have  arisen so far.

3.162. The number of patent applications declined whereas the number of paten ts granted
increased and continues to mainly relate to invention patents (Table 3.11). Although the majority of

applications are made by residents, the share of overseas patent applicants and recipients has risen

to above 40% due to a drop in patent applic ations by residents, especially for inventions between

2012 and 2016. In 2017, TIPO received a total of 73,791 patent applications (compared to

78,015 applications in  2014); the same year, 71,877 patents were granted (compared to 76,252 in

2014) (Table 3.1 1); the top three item categories in which the most patents were granted in 2017

were semiconductor devices (6,618 cases), optics (5,587 cases) and shaping of metal (4,261 cases).

Chinese Taipei's patent application review period has shortened from an aver age of 41 months
in 2013 to 16 months in 2017, following the implementation of the Patent Backlog Reduction Project
launched in 2010, the Patent Prosecution Highway (PPH) as from 2011, and other fast -track
measures. 2®* As at February 2018, TIPO maintained si x PPH bilateral agreements of which three
were signed during the review period (see above). 255 |In 2017, the pendency from PPH request to
final decision was within 4 months. Reportedly, TIPO's e  -filing service for patent applications and

249 WTO document IP/N/L/TPKM/11, IP/N/L/TPKM/O/3, 10 December 2015.

250 WTO document  IP/N/1/TPKM/13, IP/N/L/TPKM/P/7, 10 December 2015.

21 USTR (2017), 2017 National Trade Estimate Report on Foreign Trade Barriers . Viewed at:
https://ustr.gov/sites/default/files/files/reports/2017/NTE/2017%20NTE.pdf .

252 A patent linkage system provides notice of a patent owner's rights to potential competitors.
Economist Intelligence Unit (2017), Industry Report: Healthcare , 3™ Quarter, 22 Aug ust, London. Viewed at:
www.eiu.com/healthcare

253 Online information Viewed at: https://www.fda.gov.tw/en/newsContent.aspx?id=22815 and
http://www.conventuslaw.com/report/taiwan -amendment -to -the -pharmaceutical -affairs -act/ .

254 There are two types of PPH programs, i.e. the general PPH and PPH MOTTAINAI. The general PPH
enables an applicant, whose claims are dete rmined to be allowable/patentable in the Office of First Filing (OFF),
to have the corresponding application filed in the Office of Second Filing (OSF) advanced out of turn for
examination while at the same time allowing the OSF to exploit the search and e xamination results of the OFF;
PDX is the programme for electronic exchange of priority documents. Under the PPH "MOTTAINAI" enables an
applicant, whose claims have been determined to be allowable/patentable by the Office of Earlier Examination
(OEE), to u ndergo an accelerated examination at the Office of Later Examination (OLE), regardless of with
which office the application was first filed. MOEA's Intellectual Property Office online information. Viewed at:

https://www.tipo.gov.tw/ct.asp?xltem=335512&ctNode=7556&mp=2 and
https://www.tipo.gov.tw/ct.asp?xltem=575120&ctNode=6687&mp=2 ; Export.gov online infor ~ mation. Viewed
at: https://www.export.gov/article?id=Taiwan - Protection -of-Property -Rights .

%5 These agreements were signed with the United States (2011), Japan (2012), Sp ain (2013), the
Republic of Korea (2015), Poland (2017) and Canada (2018). Online TIPO information . Viewed at:

https://www.tipo.gov.tw/ct.asp?xltem=335512&ctNode=7556&mp=2
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continued PPH expansi on with a number of economies have resulted in fewer complications and
delays in the application process (Section 3. 3.7).2%6

Table 3.11 Patents applied for and granted, 2012 -17

Patent applications
Invention 51,189 49,218 46,379 44,415 43,836 46,122
Domestic (%) 45 44 41 39 38 39
Overseas (%) 55 56% 59 61 62 61
Utility model 25,636 25,025 23,488 21,404 20,161 19,549
Domestic (%) 95 95 94 94 94 94
Overseas (%) 5 5 6 6 6 6
Design 8,248 8,968 8,148 7,808 8,445 8,120
Domestic (%) 61 57 57 57 54 53
Overseas (%) 39 43 43 43 46 47
Total 85,073 83,211 78,015 73,627 72,442 73,791
Domestic (%) 62 61 59 57 56 5
Overseas (%) 38 39 41 43 44 45
Patents granted
Invention 25,536 40,251 45,601 48,315 48,947 45,710
Domestic (%) 48 49 47 44 43 41
Overseas (%) 52 51 53 56 57 59
Utility model 24,643 24,847 23,712 22,106 19,793 19,037
Domestic (%) 95 95 95 94 94 94
Overseas (%) 5 5 B 6 6 6
Design 6,431 7,050 6,939 7,666 7,666 7,130
Domestic (%) 61 61 58 56 55 51
Overseas (%) 39 39 42 44 45 49
Total 56,610 72,148 76,252 78,087 76,406 71,877
Domestic (%) 70 66 63 59 58 56
Overseas (%) 30 34 37 41 42 44
Source: Information provided by the authorities.

3.3.7.1.2 Trademarks

3.163. Upon registration, the exclusive right of the trademark continues to be provided for ten

years, renewable indefinitely for ten year periods. 257 During the review period, the Trademark Act

was amended in December 2016 to exclude application of conf iscation/seizure provisions of the
Criminal Code and to maintain the absolute obligation of confiscation under Article 98 of the
Trademark Act. The amendment made no changes to confiscation practices. The 2015 amendments
to the Enforcement Rules of the Tra demark Act were mainly aimed at streamlining the trademark
application process by exempting the applicant from submitting the original copy of proof for rights

of priority and exhibition priority, as well as a copy of the written request and related docume nts of
the original application for the division of application for registration. 258 |n 2017, the schedule of
Article 19 of the Enforcement Rules of the Trademark Act was amended to correspond with the Nice
Classification (NCL 11  -2017). 259

3.164. TIPO's e -filing ser vice for trademark applications led to fewer complications and delays in

the trademark application process (Section 3.3. 7 and above). In 2017, TIPO received a total of
83,802 applications for trademark registration (compared to 75,933 in 2014), mostly from residents
(Table 3.12).
Table 3.12 Trademarks and related data, 2012 -17
Trademarks
Applications 74,357 74,031 75,933 78,523 79,300 83,802
Domestic 55,696 55,338 56,217 57,356 57,548 61,215
Overseas 18,661 18,693 19,716 21,167 21,752 22,587
256 Amc ham online information. Viewed at: https://amcham.com.tw/wp -
content/uploads/2017/06/Intellectual -Property -Licensing -EN.pdf .
257 Trademark Act online information. Viewed at: https://www.tipo.gov.tw/public/data/7161442371.pdf

258 WTO document IP/N/1/TPKM/9, IP/N/1/TPKM/T/6, 1 October 2015.
29 WTO document IP/N/L/TPKM/ 18, IP/N/L/TPKM/T/8, 10 October 2017.
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2012 2013 2014 2015 2016 2017
Registrations 61,918 60,557 66,257 62,993 68,177 74,226
Domestic 45,659 44,174 48,728 45,233 48,828 53202
Overseas 16,259 16,383 17,529 17,760 19,349 21024
Rejections 8,724 8,581 7,641 7,692 8,956 8903
Certification marks
Applications 37 41 31 43 27 41
Registrations 42 30 37 31 26 30
Collective membership marks
Applications 71 64 72 58 47 61
Registrations 39 54 48 56 52 36
Source: Information provided by the authorities.

3.165. Despite the existence of relevant legal and penal provisions, reportedly there are concerns

regarding the seemingly unauthorized use by Chinese Taipei companies of luxury brand logos and
other promotional materials, thus creating a false impre ssion that trademark owners act as sponsors

or conduct co -marketing activities with these companies. 260 Plans to introduce plain packaging for
tobacco products raised concerns about possible spill -over effects of standardized packaging
requirements into othe  rindustry sectors, including alcoholic beverages, soft drinks and fast food. 261
A draft amendment of the Tobacco Hazards Prevention Act was sent for legislative consideration on

21 December 2017 (Section 3.3.2.1.1); the proposal for plain packaging was not included in the

suggested amendment.
3.3.7.1.3 Geographical indications

3.166. During the review period, the legislative framework governing geographical indications (GIs)

consisting of the Trademark Act and other relevant legislation remained unchanged. 262 Gls are
protecte d against uses that mislead consumers and allow free riding; third parties are prohibited

from applying for registration as trademarks and from abusing indications of origin, which constitutes

an act of unfair competition. According to the authorities, the re have been no Gl infringing cases
between 2014 and 2017; nevertheless, during the same period TIPO rejected three applications for

trademark registration that were similar to overseas Gls for wines or spirits. In WTO negotiations,
the authorities support a multilateral system of naotification and registration of Gls for wines and

spirits that is based on voluntary participation . With regard to the extension to other products of the
higher level of protection for wines and spirits required under the TRIPS A greement, the authorities
continue to maintain that neither the necessity nor urgency for such an extension had been
demonstrated.

3.3.7.1.4 Plant varieties

3.167. Since the previous review, there have been no changes to the Plant Variety and Plant Seed

Act, amendedin 20 10. 263 The Act provides protection for plant varieties that have the characteristics

of novelty, distinctness, uniformity, and stability, as well as an appropriate plant variety
denomination. 264 In 2016, discussions were held in the context of the bilateral Ec onomic and Trade
Consultation IPR Working Group with the European Commission on issues of IPR law, enforcement

of protection, mutual recognition on distinctness, uniformity and stability (DUS) reports for plant

variety of Phalaenopsis and Doritaenopsis , as well as on cooperation with global counterparts. 265 To

260 Articles 36.1, 68, 69, 95 and 97 of the Trademark Act. Amcham online information. Viewed at:
https://amcham.com. __tw/wp -content/uploads/2017/06/Intellectual -Property -Licensing -EN.pdf ; and ECCT
(2017), 2018 Position Papers i Clearing the Hurdles to Economic Progress , November. Viewed at
htt p://www.ecct.com.tw/file/Publications/201711151808326974.pdf .

261 ECCT (2016), 2017 Positions Papers , and ECCT (2017), 2018 Position Papers - Clearing the Hurdles
to Economic Progress , November. Viewed at
http://www.ecct.com.tw/file/Publications/201711151808326974.pdf

262 These include the Fair Trade Act, the Tobacco and Alcohol Administration Act, the Regulations

Governing the Labelling of the Alcohol Products, the Commodity Labe lling Act, and other related regulations.
Online information . Viewed at:  http://aippi.org/wp -
content/uploads/2017/06/2017_StudyReport_IM_Tai wan_SC_Geolnd_2017 -06-06_NEW.pdf .

%63 | aws & regulations online database. Viewed at:
http://law.moj.gov.tw/eng/LawClass/LawContent.aspx?pcode=M0030024

264 WTO document WT/TPR/S/  302/Rev.1, 18 December 2015.

265 MOEA (2017), 2016 Intellectual Property Office Annual Report , August 2017. Viewed  at:
https://www.tipo.gov.tw/public/data/782314564271.pdf
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expedite the mutual takeover of DUS test reports between Chinese Taipei and the European Union,
the authorities amended the DUS test report for Phalaenopsis to discuss it with the EU Community
Plant Var iety Office (CPVO) Technical Committee.

3.3.7.1.5 Layout designs of integrated circuits (topographies)

3.168. Layouts of integrated circuits remain protected under the Integrated Circuit Layout
Protection Act, last amended in 2002. The protection period remains for ten ye ars from the date of
application or the date of first commercial exploitation, whichever is first. 266

3.3.7.1.6 Trade secrets

3.169. Since the last TPR, no changes have been made to the Tra de Secrets Act, last revised

in 2013. The Act contains civil and criminal liability ( Article 13 and 13 -1 to 13 -4) for trade secret
misappropriation. In 2017, TIPO proposed draft amendments to the current Act that inter alia relate
to: trade secret infringement indictable only upon complaint; an unrecognized overseas entity's

standing to fi le a complaint; limited accessibility of secret -related materials during criminal
investigation; and, reciprocal treatment for overseas trade secrets. 267 However, at a public hearing
held on 5 May 2016, the public voiced its opposition against the proposed ¢ hange to trade secrets
infringement indictable only upon complaint, thus leading to the non -inclusion of the proposed
change in the revised version of the draft amendments

3.170. Agro -pesticides are considered a trade secret under the Standards for Physico -chem ical
Property Tests and Toxicology Testing of Agro - pesticides.

3.171. To promote awareness of trade secret protection during the review period, Chinese Taipei
conducted 9 rounds of seminars on Trade Secret Practices with over 400 participants aimed at

stepping up investigation techniques. In addition, 5 symposiums on Reasonable Measures for
Maintaining Confidentiality of Trade Secrets with around 600 participants aimed at helping SMEs

build a robust protection mechanism were held between 2016 and 2017. Participa nts were mostly
members of law enforcement agencies as well as legal counsels from technology industry and

courts. 268

3.3.7.2  Copyright and related rights

3.172. Chinese Taipei's Copyright Act was last amended in November 2016. It continues to protect

ten types of work ( Article 5) upon accomplishment of the work and for 50 years after the author's

death (Article 30) except for photographic works, audio visual works, sound recordings, and artists'
(performers') performances, for which copyright is granted for 50 years from the time of public
release (Article 34). 2%° Copyright does not need to be registered to be protected. Under Article 4,

works of overseas right holders enjoy copyright protection provided there is a treaty/agreement

ratified by the legislature. 270 Wwith respect  to other works, no protection applies, unless first published

in Chinese Taipei, or published in Chinese Taipei no more than 30 days after first publication in a
territory that provides reciprocal protection to Chinese Taipei right holders.

3.173. Similar to tr ademarks (Section 3.3. 7.1.2), the 2016 amendments to the Copyright Act
(Article 98) were aimed at the alignment of existing provisions with the new chapter on
"Confiscation” in the Criminal Code. 211 Revisions of the "Operation (al) Directions for (Various )

266 WTO document W T/TPR/S/232/Rev.1, 28 July 2010.

%7 Online information . Viewed at:  https://www.lexology.com/library/detail.aspx?g=ce36be36 -d5a4 -
47cf -bfa3 -75537db3fld7 _and https://www.lexology.com/library/detail.aspx?g=63501e8b -4494 -4afl -be53 -
0cf342deac93 .

268 MOEA (2015), Annual Report 2014 Intellectual Property Office , July 2015; MOEA (2016), Annual
Report 2015 Intellectual Property Office , June 2016; and MOEA (2017), 2016 Intellectual Property Office
Annual Report , August 2017. Viewed at: https://www__.tipo.gov.tw/public/data/782314564271.pdf

29 These works include: oral and literary works, musical works, dramatic and choreographic works,
artistic works, photographic works, pictorial and graphical works, audio -visual works, sound recordings,
architectur al works and computer programs. Article 5 of Copyright Act. Viewed at:
https://members.wto.org/crnattachments/2017/IP/TPKM/17_4035_00_e.pdf .

210 As of 2002, when Chinese Ta  ipei became a WTO Member, works created by people from WTO
Member obtained protection.

211 WTO document IP/N/L/TPKM/14, IP/N/L/TPKM/C/12, 10 October 2017.
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Applying (of) the Copyright Collective Management Organization (of the Intellectual Property Office,
MOEA)" and "Directions Applying for Permission to Establish a Copyright Collective Management
Organization" were published in July 2016 (see below); they now include more concrete description
of original provisions, enhancement of review meetings, more flexibility in public hearings, and the
coverage of financial statements in applicants' business plans. 272
3.174. In response to the advanced development of digital tec hnology, in October 2017 a draft

amendment to the Copyright Act comprising 145 articles expected to change 80% of the current

provisions was approved and sent to the legislative branch for inspection and formal amendment

through three successive readings w here it remained as of April 2018. 273 The key proposed changes
include: revised definitions of "public broadcasting” and "public transmission"; new provisions on
"simultaneous further communication to the public rights ", new provisions on "retransmission
rig hts"; new provisions on performer's rights, namely, performers whose acting appears in a physical

audiovisual form such as a digital video disks shall receive the same rights as persons whose
performances are fixed in phonograms; provisions on fair use of copyright works by the general
public were adjusted; new provisions on compulsory licensing of works of unknown economic right

holders and those on the registration of copyright pledges; and amendments to provisions on

criminal liability. 274

3.175. According to th e authorities, at the time of the previous TPR the Copyright Act was:
consistent with the TRIPS Agreement and had implemented protection and enforcement standards

as stipulated by the WIPO Internet Treaties (i.e. the WIPO Copyright Treaty and the WIPO
Performances and Phonogram Treaty) as well as provisions on exceptions and limitations set by
WIPQO's Marrakesh Treaty to Facilitate Access to Published Works by Visually Impaired Persons and
Persons with Print Disabilities.  27°

3.176. During the review period and as in many other WTO Members, copyright -related concerns
included: the use of infringing streaming devices (ISD), apps, website linking, and "plug in" media
players offering stream ripping/downloading functions and inability of laws/regulations to deal with

the vast amount of illegal downloading activities facilitated by non -hosted websites and websites
offshore; short -term copyright protection compared to other economies (e.g. the European Union
(up to 70 years), the United States (95/120 years depending on the work), Mexico (75 years));

relaxing current penal provisions and no longer treating violations as public crimes; and the greater

freedom given under the Copyright Collective Management Organization (CCMO) Act to content

users to appeal to TIPO to revise t he copyright royalty fees. 276 The authorities indicated that any
person committing acts involving provision of peer -to - peer (P2P) to facilitate viewing via streaming

or downloads by the general public is violating the provision of subparagraph 7, paragraph 1 of
Article 87 of the Copyright Act. Any person providing the public with hyperlinks that enable streaming

of infringing contents may be regarded as a joint -principal offender or abettor according to Article

92 of the Copyright Act, although judicially col lecting relevant evidence can be difficult; right holder
groups recently called for legislative amendment, demanding that any person committing the
aforementioned act be deemed as copyright infringement. Stream ripping is a technology that

enables users to  decode or disrupt streaming platforms to facilitate (illegal) download; any person
committing the above act is liable for violating the provisions of Article 80 -2 or Subparagraph 7,
Paragraph 1 of Article 87 of the Copyright Act. To stem the infringing ac tivities facilitated by
non - hosted websites and websites offshore, in mid -2017 Chinese Taipei adopted "Follow the Money"
measures to block the advertising revenues of piracy sites. 277 The authorities consider that the

272 MOEA (2017), 2016 Intellectual Property Office Annual Report , August. Viewed at:
https://www.tipo.gov.tw/public/data/782314564271.pdf

273 They cover 93 amendments and 17 new articles. Online information . Viewed at:
https://www.lexology.com/library/detail.aspx?9=884d7f2c -c6d4 -4695 -9611 -c8eebbcdOad? .

274 TIPO online information. Viewed at:
https://www.tipo.gov.tw/ct.as p?xltem=652057&ctNode=6687&mp=2 ; and Lexicologa online information.
Viewed at:  https://www.lexology.com/library/detail.aspx?g=10ec7be4 -8071 -4be3 -92e4 -8ff8e8 9866ab .

275 WTO document WT/TPR/S/302/Rev.1, 18 December 2015.

276 TIPQ's intervention into copyright royalty rate setting under the CCMO Act has seemingly resulted in
unstable royalty rates and interference with the normal rights of parties to negotiate rates in the free market.
AMCHAM information . Viewed at:  http://amcham.com.tw/wp - content/uploads/2016/08/WP -2016 -Intellectual -
Property -Licensing -English.pdf ; and ECCT (2017), 2018 Position Papers - Clearing the Hurdles to Economic
Progress , November . Viewed at: http://www.ecct.com.tw/file/Publications/201711151808326974.pdf

277 Following the recent adoption of "Follow the Money" me asures overseas, e.g. in the United States
and the United Kingdom, in September 2017 TIPO facilitated the conclusion of a Memorandum of
Understanding (MoU) on the Infringing Website List (IWL) between the invited rights holder groups and
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current term of protection for economic rights of a work is in compliance with WTO/TRIPS
requirements. A draft amendment to the Copyright Act removes the minimum penalty of 6 months
imprisonment for some criminal liability provisions, thus giving a court of law more flexibility in
determining se ntences in lawsuits; other than this amendment, the criminal sentencing and
standards of prosecution are in line with the existing laws.

3.3.7.3 Enforcement

3.177. Chinese Taipei has continued to pursue its objective of making the intellectual property
environment con ducive to more innovation and R&D. Chinese Taipei is seen as having one of the

most efficient IPR enforcement regimes in the Asian region. 278 |ts ranking on IPRs protection has
remained virtually unchanged. In 2017, it was positioned 27 th out of 137 economie s in the WEF
Global Competitiveness index in terms of intellectual property protection, compared to 26 out of 144

economies in 2014. 27° According to the International Property Rights Index (IPRI), it ranked 24 th
globally and 6 ™ regionally out of 127 and 19 economies, respectively, in 2017; and 23 @ globally and
6™ regionally out of 95 and 16 economies, respectively, in 2014. 280 According to the Global Software
Study, the estimated rate of unlicensed software installation in Chinese Taipei stood at 36% in 2015 ,
down from 38% in 2013 and well below the Asia Pacific regional average of 61%. 281 The authorities
indicated that online piracy within Chinese Taipei has been curbed through the "Follow the Money"
initiative (Section 3.3.  7.2) and international cooperation ( see below) as most major online
infringements are committed by websites located overseas.

3.178. Since its previous review, Chinese Taipei has maintained policies and measures to strengthen

IPRs enforcement. The TIPO 2015 -2017 IPR Action plan was, inter alia , ai med at: coordinating
inspection agencies, police forces, and prosecutors to counter new forms of IPR violations;
strengthening enforcement in counterfeit and piracy investigations; investigating and curbing online

copyright infringement; implementing borde r control measures; strengthening the Trade Secrets Act
enforcement; facilitating a comprehensive IPR legal system; enhancing education; and promoting
international and cross - strait exchange and cooperation. 282

3.179. Chinese Taipei's IPR Action Plan 2018 -2020 is a response to global industrial trends,
particularly in areas such as digital technology, as well as fast development in the Internet and social

media. It is also in line with its overall economic and trade policies, such as the 5+2 Industry
Innovation Pl an and the New Southbound Policy (Sections 2.2 and 3.2.5). 283 The Plan highlights
assistance to corporations (especially SMEs) working on R&D and innovation, strengthens trade

secrets protection and infringement investigation involving e -commerce and online  purchases, as
well as strengthens overseas IPR protection assistance. Its main objectives include: increasing
enterprises' R&D and innovation capability; the establishment of an IPR legal regime that suits the

advertisers. As a  result, advertisers receiving lists of rogue sites from rights holders groups should refrain from
placing ads on such sites to deter infringement. TIPO is to continue its intermediary role to facilitate the sound
operation of the mechanism and encourage mo re advertisers to participate in the agreement. Online
information . Viewed at:  http://www.taipeitimes.com/News/biz/archives/2017/09/05/2003677797

278 1n 2009, reflecting progress in Chinese Taipei's IPR legal regime and enforcement, the Office of the
US Trade Representative removed it from the Special 301 Watch List. Export.gov online information. Viewed

at: https://www.export.gov/article?id=Taiwan - Protection -of-Property -Rights ; Amcham online information.
Viewed at:  https://amcham.com.tw/wp - content/uploads/2017/06/Intellectual -Property -Licensing -EN.pdf .

219 WEF (2017), The Global Competitiveness Report 2017 -2018 , Geneva. Viewed at:
http://www3.weforum.org/docs/GCR2017 -
2018/05FullReport/TheGlobalCompetitivenessReport2017%E2%80%932018.pdf ; and WEF (2015), The Global
Competitiveness Report 2014  -2015 , Geneva. Viewed at:
http://www3.weforum.org/docs/WEF _GlobalCompetitivenessReport_2014 -15.pdf .

280 The IPRI scores the underlining institutions of a strong property rights regime: the legal and political
environment, phys ical property rights, and intellectual property rights. It is the world's only index entirely
dedicated to the measurement of intellectual and physical property rights. International property rights index

online information. Viewed at: https://internationalpropertyrightsindex.org/countries and
https://internationalpropertyrightsindex.org/about

281 The biennial study publi  shed in May 2016 by the Business Software Alliance - a private industry
group, estimated the commercial value of unlicensed software in Chinese Taipei at US$264 million in 2015,
down from US$305 million in 2013. Economist Intelligence Unit (2017), Country Commerce , June, London.
Viewed at: www.eiu.com .

282 MOEA (2015), Annual Report 2014 Intellectual Property Office , July 2015; MOEA Intellectual Property
Office online information. Viewed at: https://www.tipo.gov.tw/public/data/75161541271.pdf .

283 Online information . Viewed at:  https://topics.amcham.com.tw/2017/05/52 -industrial -innovation -

plan/ .
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local environment and aligns with internationa | regulations; the effective investigation of counterfeit
and piracy and strengthening of trade secrets protection; the enhancement of online copyright
protection and fair use mechanisms; the effective implementation of campus IPR protection;
enhancemento fenforcement officers' professional knowledge and skills; improving public awareness

of IPR protection; and, the strengthening of global cooperation and overseas IPR protection.

3.180. All IPRs laws contain provisions on civil remedies in case of infringement. 284 Criminal
penalties upon infringement of copyright include imprisonment for up to five years and a fine of up

to NT$5 million. 285 Criminal penalties for trademark infringement include imprisonment for up to

three years and a fine of up to NT$200,000. Criminal penalties are also in place for trade secrets
misappropriation (Section 3.3. 7.1.6). Intellectual property right holders can enforce their rights with
investigations, raids, preliminary injunctions, indictment and trial, and cease and desist letters. 286

3.181. An Inter -agency Coordination Taskforce for IP Enforcement, including representatives of the

police force, the IPR Police, the Customs Administration, the Ministry of Justice (MOJ), the
Investigation Bureau of the MOJ, the Ministry of Education, and the Minist ry of Economic Affairs,
continues to coordinate enforcement work (Sections 3.3. 7.3.1 and 3.3. 7.2). %7 Campus IPR
protection has been enhanced through the MOU signed in August 2016 between the Ministry of

Education and right holder groups. In addition to the MOU on the Infringing Website List (IWL)
(Section 3.3. 7.2), an MoU on IPR Enforcement Cooperation betwee n the United States and
Chinese Taipei entered into effect in February 2017. 288

3.3.7.3.1 Domestic enforcement

3.182. The Police Force, the District Prosecutors Office and the High Prosecutors Office (Intellectual
Branch Office) implement IPR legislation. The IPR Police undertakes counterfeit and piracy
investigation. The Joint Optical Disk Enforcement Taskforce (JODE) continues to conduct periodic

and random inspections  of optical disc plants, printing plate factories, and other related facilities. In

2016, the value of trademark and copyright seizures in the local market is reported to amount to

NT$14.4 billion (US$432 million), down from NT$19.5 billion (US$630 million ) in 2015; in 2016,
affirmed IP infringement cases totalled 4,946 cases, a 1.35% decline over the previous year. 289

3.183. TIPO continues to pursue activities to enhance educational advocacy in this area, including:
publication of various advocacy materials, newsp apers, television and radio ads, internet activities,

and speeches to promote IPR. 2°° Chinese Taipei has also continued to promote professional
knowledge and the enforcement capability of police officers, judges, and lawyers as well as to raise

awareness of representatives of the industry and academia through various training courses and
workshops. These were mainly focused on trade secrets protection (legal regime and practices)

(Section 3.3. 7.1.6), IPR online enforcement, high -tech crime/cybercrime investig ation and digital
forensics technology, patent strategies and their use in various tech fields, as well as patent search

system.

3.3.7.3.2 Enforcement by Customs

3.184. IPR enforcement on incoming and outgoing goods is conducted by Customs, which may

suspend ex officio the release of goods suspected of infringing IPRs. The number of cases involving
seizures of incoming counterfeit branded goods rose from 149 cases in 2014 to 228 cases in 2017,

with the majority of the violations involving computing, communication, and cons umer products
(Table 3.13). Furthermore, seizures of incoming goods infringing trademark increased to 228 cases

284 WTO document WT/TPR/S/232/Rev.1, 28 July 2010.

285 Articles 88 and 91 of the Copyright Act . Viewed at:
https://www.tipo.gov.tw/public/data/61221027271.pdf ; and Article 95 of the Trademark Act . Viewed at:
https://www.tipo.gov.tw/public/data/7161442371.pdf

26 \Wang&Wang online information. Viewed at: https://www.wangandwang.com/intellectual -
propertyl/intellectual  -property -overview -taiwan/intellectual -property -taiwan/ .

287 WTO document WT/TPR/S/302/Rev.1, 18 December 2015.

288 USTR (2017), 2017 National Trade Estimate Report on Foreign Trade Barriers . Viewed at:
https://ustr.qgov/sites/default/files/files/reports/2017/NTE/2017%20NTE .pdf .

289 Online information. Viewed at: https://www.export.gov/article?id=Taiwan -Protection -of-Property -
Rights .

20 MOEA Intellectual Property Office online information. Viewed at:
https://www.tipo.gov.tw/public/data/75161541271.pdf
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in 2017 with vehicle parts, consumer electronics and cosmetics ranking at the top, in terms of the

number of confiscated articles. Customs offic ials attribute the rise in seizures to increased detection

of small parcel air freight shipments of counterfeit goods purchased from overseas e -commerce
sites. 291

Table 3.13 IPR enforcement by Customs, 2014 -17

Enforcement on incoming goods infringing trademarks

:
- — 7] (]
—_ = (&S] (]
o o ) — n =
— _ (] — (0] — (2]
(] >S5 — £= (] £= (7)) (&) —
o o [3) - = ) () — ()
) 1S ) o n - o ° - =
«© o — — o © I= o © -
@) 0 o $) @) = n = ¢) o
2014149 4,39 1, 48 942 31, 3 874 698 200 36 2,3812,9
20149199 5,05 2,45 1, 04 6, 30 304 1, 23 - 2,604981, 3 15,1
2014 169 107, 3 141 4,86 2, 82 6 27 - 17,6 5,3014,31 49, 8
201797228 18,6]16,185,48 9,40 4, 11 184 7,66157,185,2 40,1

Cases Game softwar Pirated optic Ot her s
CD:¢ movie DV
2014 9 1 1,439 0 1,440
2015 12 0 785 300 1,085
2016 9 46 1,341 1 1, 388
2017 0 0 0 0 0

Enforcement on outgoing goods

Export commodities infringil Trademar kkshei export decl a
Cases Quantities in conformity with the

commodities in trademark and referred t (
TI PO

2014 1 1,500 122
2015 1 660 291
2016 3 7,747 242
2017 5 16, 484 260
Source: Information provided by the authorities.
3.3.7.3.3  Judicial action
3.185. An Intellectual Property Court continues to cover first instance and second instance civil

action for the protection of IPRs. Criminal cases are dealt with by district courts in the first instance

and by the IP Court in the second instance. For administrative action, the Court acts as first instance,

and appeals are made to the Supreme Administrative Court. Between its establishment in July 2008

and end 2017, the Intellectual Property Court dealt wit h 13,206 cases (8,323 until 2013), of which
95.7% (12,634 cases) had been closed. 292 More than half of the cases were either first or second
instance civil cases, while the remaining cases were virtually evenly spread between administrative

and criminal case s.

3.186. Between 2013 and 2017, the share of cases found violating the law out of all investigated

cases at all District Prosecutors Offices (including prosecution, application for summary judgement,

and deferred prosecution and ex officio ) dropped from 51% (20 13) to 33% (2017), and the share
of cases found guilty by the Court (including imprisonment, detention and fines) out of total
adjudications was reduced from 81% (2013) to 73% (2016) (Table 3.14). Between 2013 and 2017,
the share of indictment out of all i nvestigated cases at all District Prosecutors Offices dropped from

22.6% to 16.5%, and the share of imprisonment out of total adjudications declined from 36.9% to

291 Online information. Viewed at: htt ps://www.export.gov/article?id=Taiwan -Protection -of-Property -
Rights .

292 \WWTO document WT/TPR/S/302/Rev.1, 18 December 2015; online information . Viewed at:
http://ipc.judicial. __gov.tw/ipr_english/doc/Statistics/10612 -1.pdf .
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22.2% whereas the share of fines rose from 3.2% to 5% (Table 3.14). This performance reflects an
enforcement concern relating to a seemingly increasing reluctance to grant search warrants in
IPR-related cases, which are necessary for the preservation of evidence; IPR enforcement appears

also hampered through reduced levels of sentencing and fines given to those convicted, an
explanation considered by the authorities as lacking substantial supporting evidence. 293
Table 3.14 IPR enforcement within the market, 2012 -17

District Prosecutors Offices

Outcome (case)

Investigations Indicted Indicted Not
concluded (ordinary Deferred . Others
indicted
procedure
2012 7,763 799 995 2,073 2,754 1,142
2013 7,818 712 1,058 2,081 2,909 1,058
2014 6,791 587 842 1,566 2,798 998
2015 8,075 757 820 1,602 3,629 1,267
2016 7,667 625 679 1,279 3,678 1,406
2017 7,032 560 599 920 3,730 1,223
Police Force
Trademark Copyright Optical discs Internet
violations violations seized
Suspects Cases Suspects Cases Suspects No. of discs
2012 5,484 6,342 3,260 3,716 2,224 2,626 131,648 2,892
2013 5,730 6,623 3,475 3,983 2,255 2,640 99,608 3,535
2014 4,910 5,730 2,760 3,120 2,150 2,610 350,604 2,929
2015 5,014 5,691 2,804 3,070 2,210 2,621 183,958 3,935
2016 4,946 5,527 2,642 2,908 2,304 2,619 3,912 893
2017 4,523 5,191 2,123 2,446 2,398 2,742 3,572 92,306
IPR police
Types of cases
Internet Markets Storefronts Flyers Factories Others
2012 2,576 1,570 402 562 3 6 24
2013 2,754 1,803 370 551 2 2 27
2014 2,115 1,393 217 458 1 9 37
2015 2,428 1,963 100 345 0 6 14
2016 2,516 2,143 119 238 1 8 7
2017 2,162 1,694 103 108 0 38 219

IP adjudication findings

Imprisonment Detention Acquitted Others
2012 1,915 818 677 62 125 233
2013 1,700 628 695 55 93 229
2014 1,740 493 782 66 120 279
2015 1,520 328 760 64 107 261
2016 1,339 279 608 91 104 257
2017 1,295 287 636 65 67 240

Source: Information provided by the authorities.
23 Amcham online information. Viewed at: https://amcham.com.tw/wp -

content/uploads/2017/06/Intellectual -Property -Licensing -EN.pdf .
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4 TRADE POLICIESBY SE CTOR
4.1 Agriculture, Forestry, and Fisheries

4.1. Agriculture, forestry and fisheries together accounted for 1.7% of GDP and 4.9% of total
employment in 2017 (Table 1.2). Continuing a trend in evidence during the previous review period,

the value of total agriculture, forestry and fishery production continued to grow, peaking in 2014
and dropping off slightly in 2015 due to climate and weather factors, but recovering thereafter

(Table 4.1). * Inward investment in most agriculture and animal husbandry activities , as well as
forestry, fishing and aquaculture , is restricted under the applicable laws (Section 2.4.1 and Table

A2.4); as indicated by the authorities , the decision as to whether to allow overseas investment rests

with the Investment Commission, which relies on the advice of th e Council of Agriculture (COA).
Inflows of inbound direct investment into these sectors over the review period were negligible
(Table 1.5).

Table 4.1 Value of agriculture, forestry and fisheries production, 2 012 -16

NT$ million

Agriculture production 372,050 408,364 430,913
Forestry production 375 432 207
Fishery production 106,174 92,256 86,453
Total 478,000 522,052 500,863 517,573

Source: COA (2016) Statistics Yearbook. Viewed at:

http://agrstat.coa.gov.tw/sdweb/public/book/Book.aspx

authorities.

; and information provided by the

4.2. The budgetary outlay for agriculture, forestry and fisheries reached NT$35.5 billion in 2017,
down from 39.5 billion in 2016 and 35.8 billion in 2015. Budgetary support is most significant for

agriculture (72.1% of the total in 2017), followed by forestry (16.4%) and fisheries (11

(Table 4.2).

Table 4.2 Budgetary outlays for agriculture, forestry,

expenditure , 2015 -17

and fisheries by type of

NT$ million

2015 2016 2017
Agriculture (total) 25,079.8 27,988.0 25,627.3
- development of agricultural food technologies 161.5 143.3 722.6
- general administration 741.9 775.7 270.4
- agricultural food management 1,418.4 2,901.9 1,192.9
- food administration operation 22,758.0 24,167.1 23,441.4
Forestry (total) 6,226.4 6,370.1 5,841.2
- forestry research 66.4 71.0 39.4
- general administration 2,273.7 2,625.0 2,326.7
- forestry management and development 3,886.3 3,674.0 3,475.2
Fisheries (total) 4,478.8 5,138.1 4,052.2
- management services 298.4 351.7 344.7
- research services 161.3 182.1 179.1
- fisheries management 3,050.3 3,363.0 2,376.5
- fisheries development 968.8 1,241.3 1,152.0

Source: Information provided by the authorities.

4.3. The COA remains the entity responsible
livestock and other affairs concerning foodstuffs.
involve the establishment of an agriculture ministry, once the requisite decision has been taken

for the administration of forestry, agriculture, fisheries,
2 An ongoing executive level reorganization will

the legislative branch. It is envisaged that the new ministry will improve the functioning of its
departments, including through promoting agricultural technology industrialization, strengthening
agricultural product safety and marketing, enhancing agri
farmland water conservancy construction and rural development, and improving animal protection

1 Online information. Viewed at: https://eng.coa.gov.tw/ws.php?id=2505341

2 The various bodies falling under the COA's responsibilities were viewed at:

https://eng.coa.gov.tw/ws.php?id=2501014

cultural resource protection, implementing
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and pet management. The COA owns and manages the Pingtung Agricultural Biotechnology Park,
while two other biotechnolo gy parks (for trees and orchids) are owned and managed by local
administrations.

4.4. In 2014, an agricultural technology research institute (ATRI) was established by the COA as an
independent foundation; it is intended to provide a platform for applying advanced agricultural
technology to the sector in order to enhance productivity and export competitiveness. Apparently,
this is part of a drive to encourage value chain agricultural production. The ATRI's responsibilities

include analysing market informati on and technological developments; and providing training
services. 2 There have been no other institutional changes since 2014.

4.1.1 Agriculture

4.1.1.1 Characteristics and policy objectives

4.5. The key impediments to the productivity and competitiveness of the agricultura | sector in
Chinese Taipei remain the fragmented nature of agricultural holdings and demographic trends (the

average age of farmers is 63.5 years). The average farm size is still 1.1 hectares and the number of
farming households has steadily increased from 749,375 in 2012 to 775,264 in 2015 (Table 4.3). 4
Low incomes in the farming sector have made it difficult to attract young people into the profession. 5

Chinese Taipei is also vulnerable to natural disasters as witnessed by the damage inflicted by the
typh oons Soudelor and Dujuan in 2015, which also negatively impacted production and labour
productivity.

Table 4.3 Agricultural land, 2012 -15
\[¢} <0.1 0.1-0.5 >0.5
land hectare hectares hectares
Farming households 4,730 26,266 405,468 342,911 779,375
2012 Share in total agricultural 0.6% 3.4% 52.0% 44.0% 100%
household
Farming households 3,978 23,423 407,053 345,853 780,307
2013 Share in total agricultural 0.5% 3.0% 52.2% 44.3% 100%
household
Farming households 3,150 32,614 380,737 367,989 784,490
2014 Share in total agricultural 0.4% 4.2% 48.5% 46.9% 100%
household
Farming households 4,848 13,355 383,430 316,331 775,264 2
2015 Share in total agricultural 0.6% 1.7% 49.5 % 40.8% 100%
household
a 2015 data includes a total of 57,300 farm households which did not engage in agriculture.

Source: COA (2016), Basic Agricultural Statistics 2015 . Viewed at:
http://agrstat.coa.tw/sdweb/public/book/Book.aspx ; and information provided by the authorities.

3 FFTC Agricultural Policy Platform online information. Viewed at:
http://ap.fftc.agnet.org/ap_db.ph p?id=241 .

4 In 2015, this figure included 57,300 farming households that did not engage in agriculture.

5 On average , farming families earn only just over 20% of their total income from farming.



http://ap.fftc.agnet.org/ap_db.php?id=241





































































































































































































































