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After the Affiliation of Mainland China into WTO, the Transformation Trade Business and
the Measures It Will Take In Respondent to Tax Administration and Tariff Affairs.

Student :Jiunn-Horng Lin Advisors Dr. Wen-Chiech Wang

ABSTRACT

The essay is mainly on the transformation from “Three Offerings & One
Compensation”(“Three Offerings” includes processing foreign offered materials, assembling
foreign offered components and producing according to the foreign offered sample. “One
compensation” means compensation trade pattern) corporations to foreign-invested
enterprises. With the step of the reform and opening-up of the Mainland, Three Offerings &
One Compensation”, as a kind of investment operation pattern, has come into existence along
the southeast coast spontaneously, esp. in GuangDong provinee and FulJian province and
made inestimable effect on the Mainland’s foreign.economy. However, in the present
economic and policy circumstances of the Mainland, “Three Offerings & One Compensation”
corporations are confronted with more and more problems.

From Mainland’s standpoint, ”Three Offerings & One Compensation” corporations have
many inborn disadvantages, such as their short industry chains, instable operation period,
besides, Mainland can only get little economic interests and hardly master technology and
management experience. Meanwhile, there exist many difficulties in the levy and
management of the taxes on the “Three Offerings & One Compensation” corporations. All
above questions are determined by the nature of “Three Offerings & One Compensation” and
can’t be solved once for ever.

From the standpoint of foreign investors, comparative advantages of “Three Offerings &
One Compensation” corporations are increasingly becoming less obvious than before, and
compared with the pattern of establishing foreign-invested enterprises, “Three Offerings &
One Compensation” corporations take on many disadvantages. With the increasing enlarging
of the domestic market, “Three Offerings & One Compensation” corporations can not make
full use of it under the ban regulations of domestic sale.

Now the limitation of “Three Offerings & One Compensation” corporations has been
recognized by both Chinese government and foreign investors. A large number of foreign
investors have transformed their former “Three Offerings & One Compensation” corporations
to foreign=invested enterprises. From January to November in 2003, there are six such cases
in HuiZhou, GuangDong province. Meanwhile in the new projects invested by foreign
investors, foreign-invested enterprises have taken the place of “Three Offerings & One
Compensation” and become undoubtedly the majority.

Although we can’t take it for granted that “Three Offerings & One Compensation”, as a
kind of investment pattern, has come to its’ end, it is still undoubted that it is confronted with
an increasingly narrow development room, and it is also an inevitable  trend to transform
from “Three Offerings & One Compensation” corporations to foreign-invested enterprises.

Based on the above analysis, the essay specified on the transformation from “Three
Offerings & One Compensation” corporations to foreign-invested enterprises. This
transformation can be understood from the following two sides: Firstly, the end of the “Three
Offerings & One compensation” corporations and the establishment of the foreign-invested



enterprises can be regarded as two isolate processes if it is considered from investment
strategies. Secondly, the two processes can be regarded as a whole one, that’s to say, investors
enforce the transformation directly from “Three Offerings & One Compensation”
corporations they established before to foreign-invested enterprises. Just from the two aspects,
the essay embraces both the concrete steps and notable things of the transformation.

However, transformation itself, as to foreign investors, doesn’t resolve all the problems that
need resolving, for foreign-invested enterprises, as a new kind of investment pattern, can meet
many problems with which “Three Offerings & One Compensation” corporations have not
been confronted before, including taxation problems. On the one side, those foreign investors
who ever invested on the “Three Offerings & One Compensation” are not familiar with the
new problems foreign-invested enterprises may meet, on the other side, under the
circumstances of China’s membership in WTO tax system itself'is faced with reform, with
which foreign investors are less familiar. Therefore the essay, taking into account the China’s
tax reform after its’ entry into WTO, does much specific study on the relative tax problems
which those corporations going in for processing trade may meet.

As for the aspect of customs affairs, since the Mainland government adopt uniform customs
supervision and management system on processing trade, foreign-invested enterprises °
compared with “Three Offerings & One Compensation” corporations, don’t have to face more
problems of customs. But anyway, it is a very important issue for the foreign investors up to
processing trade. Moreover, for entering WTO, the Mainland government implemented new
regulations on the supervision and management of the customs as to the processing trade in
the later 90s. It’s of importance for the foreign investors to master those new systems and
respond to it. In view of this, the essay analyzes the customs system corporations up to
processing trade will encounter and the response way.
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