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Abstract


The rules-based multilateral trading system (MTS) emerged from the Atlantic Charter signed in 1941. It greatly contributed to peace and prosperity in the Atlantic nations, and to the emergence of the Pacific trading nations. Until recently, however, the MTS (established first through the General Agreement on Tariffs and Trade (GATT), and continued through the WTO) remained a fairly exclusive Western/Atlantic club, albeit with the inclusion of Japan. 


In the 21st century, the greatest transformation in world trade for the past two hundred years is taking place. China, a global recluse for an extended period, has “re-emerged” as a formidable trading power. Greater China – including the People’s Republic of China, Hong Kong, Chinese Taipei and the Chinese overseas enterprises – are redesigning global trade patterns, refashioning the global supply chain, and redefining the basis of global competitiveness. 


As these dynamics occur, questions arise regarding the future of the MTS, including its governance. One premise is that, while the emerging Pacific is keen to preserve the MTS, the stalling of the Doha Round of negotiations, among other things, is resulting in a proliferating “noodle-bowl” of free trade agreements (FTAs) which could jeopardize the future of the MTS. Arguably, this is the most critical issue to the future of global trade and the rules-based MTS.


Trade barriers do not present the main problem to China’s progress, but differing regulatory environments, bilateral versus global trade agreements, and labour practices and poverty were consistently raised in comments from the floor. Acknowledgement was made that China is being held to a higher standard than any nation before on these same challenges.

1.
Presentations by the panellists

(a)
Jean-Pierre Lehman, Professor of International Political Economy at IMD; Founding Director of The Evian Group at IMD


The moderator, Prof. Jean-Pierre Lehmann, described China’s importance in global trade and investment. Its outward direct investments are in the process of surpassing its inward direct investments. China is the leader of the rising global south, where, increasingly, South-South cross-border trade and investment dynamics are taking place. At present, China is driving globalization through trade in capital, goods and services. 


He invited the panel to discuss the challenges and future of the multilateral trading system from the points of view of the People’s Republic of China, Hong Kong and Chinese Taipei.


Their perspectives were broad, including business, legal and political influences and implications.

(b)
Yong Wang, Professor, School of International Studies, Director, Center for International Political Economy, Peking University


Prof. Yong said China’s rise in the last 30 years was not to be seen in isolation; it is part of a worldwide force of countries re-engaging with the global market economy. While continuing to support the multilateral trading system and being active in setting up a regionalized market in East Asia, China is in the process of giving up its old economic growth model and trying to restructure its economy, moving from growth generated by external trade, to one driven by the internal market, combined with creating a balance in the internal market.

(c)
Arthur E. Appleton, Partner, Appleton Luff, Geneva


Dr Appleton analysed the China-Chinese Taipei Economic Cooperation Framework Agreement (ECFA). He noted that the agreement has political as well as economic implications. For Chinese Taipei, the agreement is beneficial economically, but it has also sparked a debate within Chinese Taipei’s different political groups.

(d)
James Tang, Professor and Director of the Master of International and Public Affairs Programme in the Department of Politics and Public Administration, University of Hong Kong


Prof. Tang looked at China’s emergence since 1990, when it was only partially integrated into the global economy. The seventh supplement to the China-Hong Kong, China Closer Economic Partnership Arrangement (CEPA) represents a big step forward by the mainland to open up its professional services to Hong Kong, China’s businesses and individuals, which will benefit both large and smaller enterprises. One significant obstacle is the lack of a sense of urgency to making MTS central to this growth.

(e)
Michael Garrett, Co-Chairman, The Evian Group at IMD; Former Executive Vice President Asia-Oceania-Africa and Middle East, Nestlé S.A.


Mr Garrett warned that the sequels of the great recession lie in high levels of indebtedness, which will have an impact on global economic growth and trade. He said China will continue to rely on its massive production sectors, which are efficient and which currently have no significant competitors. Both foreign consumers and companies benefit from trade with China, while China also benefits from investing in commodities overseas. Completion of the Doha Round needs expediting to avoid the risk of emerging “protectionism” which has so far remained latent despite the financial/dept crises.

2.
Questions and comments by the audience 


Discussion ranged over a number of issues, including: the regulatory environment in China and the impact this has on trade; the increasing prominence of FTAs in the region, and prospects for a North East Asian trade area; and social developments in China arising from labour practices and conditions. It was pointed out that there is no “perfect” model of industrialization that does not involve abusive labour practices and environmental damage. However, the panel’s consensus view was that China is doing much better in terms of labour conditions and environment. The critical thing is to keep issues and differences within the framework of the MTS.

3.
Conclusions and way forward


The world never anticipated the extent of China’s market growth and success. Whether the 21st century would be the Pacific Century was indeed a question twenty years ago. China’s success should be to the benefit of all. However, the absence of a strong MTS and the risk of the Doha negotiations not concluding give pause and, because of the resulting anxiety, there is a risk that this growth and success will not achieve its potential benefits. The future of China and the future of the multilateral trading system are inextricably interlinked.
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