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Chapter 1 General Introduction of International Economic law

Learning objectives
This chapter is the basic theory of international economic law.By learning this chapter, students

are required to understand the coverage of IEL to master the features of IEL, to definite legal sources
and basic principles of IEL,thus makes us have a preliminary understanding of IEL,which Lays the
foundation for future learning.
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1.1 An overview of International Economic Law

1.1.1 The Definition of IEL

The author holds that there are narrow and broad definitions of IEL.

Under the broad definition, the scope of IEL shall not only include regulation-related rules, these
refers mainly exists in the legal system of a country’s domestic economic management and public
international law norms.but governance of economic activities conducted by private ( natural or legal )
persons, which transaction-specific IEL mainly consists of the domestic commercial law with foreign
elements and international commercial laws.

Under the narrow definition, the scope of IEL shall only include governance of economic activities
conducted by private ( natural or legal ) persons. With regard to the theory of IEL, most Chinese legal
scholars hold that a broad definition of IEL is appropriate . Most international scholars and textbooks,
e.g. Professor John H. Jackson, a widely respected scholar in the community of international law
in general and IEL in particular, have adopted a narrow definition to the IEL in their papers and
textbooks.

In China, however, mainstream scholars and textbooks, e.g. Professor An, CHEN a widely
respected scholar in Chinese IEL community adopt the broad definition of IEL.
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1.1.2 The Coverage of IEL

Mainstream opinions of the Chinese academic community for IEL covers the following three
components:

(D Legal relationships arising from cross-border economic transactions by subjects of private law;

() Legal relationships arising from cross-border economic regulatory activities;

(3 Legal relationships formed among states or international organizations regarding international
cooperation and global governance in the economic area.

The author, however, always believes that, although the relationships in terms of rights and
obligations between natural or legal persons and other economic entities of different states ( regions )
in relation to their cross-border business transactions can be paced under IEL in the broad sense, it is
more appropriate to incorporate them into the international business law in consideration of the nature
of such relationship.

In the author’s opinion, IEL covers the latter, i.e., legal relationship arising from cross-border
economic regulations, which can be further classified into two aspects:

(D relationships in terms of economic rights and obligations among states or regions ( international
organizations ) regarding international economic transactions;

) relationships in terms of economic rights and obligations among states or regions ( international
economic organizations ) regarding economic administration or regulation and global governance.
The former falls under public international law while the latter falls under domestic regulations on

transnational activities conducted by foreign persons.
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Specifically, IEL covers the following:

1. The Legal Relationship with respect to International Trade Regulation

The relationship of international trade regulation mainly covers rights and obligations between
states or regional governments and international economic organizations arising out of the regulation
on international trade in goods, services and technologies, and the relationship between government
of one state or region ( the regulator ) and nationals of other states or regions ( persons subject to
regulation ) arising out of the regulation of international trade in goods, services and technologies.

2. The Legal Relationship on International Investment Regulation

The legal relationship arising out of international investment regulation covers not only the
relationship of rights and obligations between states or regional governments and international
economic organizations regarding international investments but also the relationship of rights and
obligations between the government of one state or region and nationals of other states or regions in
areas of investment protection and regulation.

3. The Legal Relationship on International Monetary and Financial Regulation

Relationship of international monetary and financial regulation covers not only the relationship
of rights and obligations between national governments, or regional or global economic organizations
arising out of international cooperation in regulating cross-border financial activities but also
regulatory relationship between government of one state or region and nationals of other states or

regions in areas of cross-border financial services.
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4. The Legal Relationship on International Taxation

Relationship on international taxation covers both the relationship of international tax revenue
distribution between states or regional governments and the relationship of rights and obligations
between the government of one state or region and nationals of other states or regions arising out of
tax imposition and administration.

5. The Legal Relationship on Other International Affairs

In addition, because of the unprecedented concern for the deterioration of international ecological
environment and global climate change, including growing depletion of non-renewable energies
such as petroleum and coal ; the keen expectations of developing countries for fair and equitable
international economic order, and with advancing science and technology; and with an increasing
amount of regional trade arrangements ( RTAs ) and free trade agreements ( FTAs ), legal relationship
regarding international organizations in relation to international environmental protection, international
energy distribution, international economic development and assistance, international protection
to intellectual properties and regional economic integration is becoming an increasingly important

component of IEL.
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1.1.3 Features of IEL

1. Unique Subjects of IEL

Subjects of IEL cover not only natural person, legal person, but international economic
organizations, or countries. The fact that sovereignty countries and multinationals become the subjects
of the rights and obligations in economic relationship is a remarkable feature of IEL in relation to
subjects.

( 1) Sovereignty States are Important Subjects of IEL.

(2 ) Transnational corporations ( TNCs ) are Important Subjects of IEL.

2. Comprehensive Content of IEL

Economic relations between national governments and international organizations in areas of
international investment, trade and technical transfer are all covered by IEL.In addition, international
economic management relationships with government authority of one state as one party and an
individual person or legal entity as the other party are also governed by IEL. The latter is covered
and regulated not only by related norms of public international law, but also by norms of domestic

economic laws of the concerned countries.
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In this process, public international law and domestic law tend to play their roles simultaneously,
influence and supplement each other. Because of that, IEL is comprehensive in contents, which is
reflected in the following assumed international investment project.

Assume Company A from Country A, a developed country, invests a plant in Country B, a
developing country.

Careful analysis of such international or transnational investment activities or relations finds that
they are subject to constraint and governance by public laws of multiple types and layers.

First, according to the basic principle widely accepted under public international law, any
independent country enjoys territorial jurisdiction, i. e., the country has the right to exercise full
jurisdiction over all people, objects and events within its territory in accordance with its domestic
laws and policies, except for diplomatic privileges and exemptions under international law. Therefore,
investment activities of a company incorporated in Country A conducted within the territory of Country
B shall naturally be subject to protection, regulation and constraint by laws and regulations of Country
B, which have been drafted by Country B, as a host country, to address foreign investments within its
territory. Directly applicable laws include foreign investment laws, foreign exchange regulation laws, and
tax laws with foreign elements of Country B.



