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FOREWORD 1

We are living through a period of profound change. Recent years have
seen new economies emerge and old certainties vanish, challenging us all
to look at the world afresh. By analysing the evolution of international
economic and trade rules in the context of the financial crisis, this book
helps us to navigate this new landscape — and Chen Deming is the ideal
guide.

Mr Chen has tremendous experience to bring to bear on these issues -both
as a Minister during the crisis and as a trade negotiator at the World Trade
Organization (WTO) where I had the privilege of working alongside him.
He saw first-hand the process which led to the paralysis of the multilateral
trading system in 2008 and the early steps towards resolving it, which
led eventually to the successful Ministerial meeting in Bali in December
2013. That success has sparked a debate about the future of the WTO, the
restructuring of trade rules and the conclusion of the Doha round -a debate
to which this book is an important and timely contribution.

Within these pages you will find analysis that will shed light on how
to address the match and mismatch between existing international economic

rules and the shifting realities of the global economy. It highlights the
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importance of the rules-based multilateral trading system — much revived
by the success in Bali-and the value of the WTO's dispute'settlement
mechanism.

There is also valuable insight here into China's perspective, with
thoughts on many important issues, from regional trade initiatives to
intellectual property, concluding with a prescription for further economic
opening and engagement.

Any attempt to predict or prescribe actions on future trade-related
initiatives will have to be soundly anchored on a proper assessment of the
transformative events of recent years. With this book Minister Chen has
made an early, important and insightful contribution to the debate. Certainly

any conversation on rules restructuring within the WTO will benefit from

Robedy Aeguedy

(Robert Azevedo)
Director-General of the WTO

his thoughts and analysis.
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FOREWORD 1II

As evidenced in this book, Chen Deming who is known as a seasoned
trade negotiator in the world when he was the Trade Minister of China, is
also an expert, an intellectual, and a reformist. I must add, in the interest of
transparency, that he is a friend of mine.

The various facets of his talent appear throughout the chapters.

His analysis of the financial crisis which erupted in the US in 2007-
2008 is spot on: it originated in the poor global regulation of the most
global industry: finance. And the consequences were terrible worldwide.
Not least because of the huge number of job losses. Looking at the past
crises and considering how fast globalization (or “re-globalization”
as Chen puts it) has grown since should have led to preventive action.
Because of the absence of international consensus this unfortunately did
not happen. A failure in global governance which the G-20, the birth of
which was midwifed by the crisis, is now fixing, although too slowly in
my view.

But finance is not the only weak spot in global economic governance.

As described in various chapters, trade, investment, environment also need
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stronger international disciplines for globalization to be properly harnessed,
and the author’s suggestions cover much of this ground, including services
trade, government procurement, trade remedies, intellectual property,
E-commerce. Chen’s reforming credentials also appear in dealing with
issues that are critical, as well as sensitive for China, such as state owned
enterprises, or ‘“competitive neutrality”.

Where I believe Chen deploys his formidable pedagogic qualities is
in his description of the new patterns of international trade: global value
chains, the real world we live in as opposed to the conventional world of
trade most trade experts still have in mind. The increasing import content
of exports is slowly making the traditional mercantilist approach irrelevant.
The growing importance of non-tariff measures is questioning the old
wisdom of reciprocity and special and differential treatment. In the past,
most obstacles to trade were aiming at protecting domestic producers. In the
future, obstacles to trade will lie more and more in measures the purpose of
which is to protect the consumers. Or, to be more precise, in differences in
managing consumer related risks through standards, norms or certification
procedures. In short, opening trade is evolving from tariff reduction to
regulatory harmonization.

To achieve this new stage in global trade regulation, Chen basically
makes the case for an orderly coexistence of regional and multilateral
approaches. This is one of the rare topics on which I beg differ from him.
I believe the necessary multilateral convergence which is needed to level
the playing field, especially to the benefit of developing countries, will

not happen without WTO members agreeing to restate the primacy of
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multilateralism over regionalism which lies in GATT/WTO article XXIV,
and which needs, in my view, to be redrafted in order to avoid “regulatory
discrimination”. This is particularly true in the field of investment rules
which I have advocated many times, to replace the spaghetti bowl of
bilateral investment agreements by a multilateral regime. Needless
to say, Chen’s vision of China’s new responsibilities in strengthening
the rules based trading system has my full support. China’s weight in
the world economy is now such that its interests and policies cannot
diverge from the rest of the world, nor could the rest of the world
frame a new set of rules without China on board. This is fully in line
with what I expect to happen: a new wave of trade opening in China,
starting with services in order to improve China’s productivity in this
sector.

Finally, I must pay tribute to the deep thinking Chen devotes
throughout his book to the inherent tensions within global market
capitalism, as is stands today, whichever shape it takes. Homo oeconomicus
is both a worker and a consumer. As a consumer, he is fond of competition
which brings innovation, better and cheaper goods and services. As a
worker, he resents constant pressure on productivity, qualifications, mobility
and looks for more human cooperation. How much competition? How much
cooperation? Chen’s answer to this question, which he raises many times,
albeit often implicitly remains tentative.

What I can say, as an old friend of China, is that a large part of the
solution to this fundamental problem lies in the transformations of China.

We all have a huge stake in China getting it right. Chen Deming’s visions,
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explanations, suggestions, are as much about the construction of China as
about the reconstruction of a better world order. They now go hand in hand

and cannot be separated. For the better, I believe, like him.

(Pascal Lamy)
Former Director-General of the WTO
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