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Introduction 
In 2018, the Chinese Communist Party (CCP) celebrates 
the 40th anniversary of the Third Plenary Session of the 
11th Central Committee decision to transform China’s 
economy in a way that would ‘meet the needs of modern-
ization’.1 This decision to open up to the world initiated 
a learning and adapting process that has dramatically 
transformed the country and allowed for the (re-)emer-
gence of China as a central political and economic force 
in contemporary global governance. Internally, China’s 
reforms have been successful to maintain an average an-
nual economic growth close to nine percent that has per-
manently transformed the national economic and social 
structure. This success is the fruit of a complex mix of 
political, economic, and social policies made of centrali-
sation and decentralisation, regulation and de-regulation, 
as well as interventionism and liberalisation. Externally, 
China’s reforms have enabled the country to become a 
central stakeholder in most institutions of global gov-
ernance as best exemplified by China’s accession to 
the WTO in 2001, which was the fruit of fifteen years of 
arduous negotiations.

Even without taking a position on the existence of a ‘China 
Model’ or the emergence of a ‘Beijing Consensus’,2 the 
analysis of China’s reforms cannot escape a reference to 
the notion of ‘Chinese characteristics’ that highlights all 
these aspects of China’s reforms that do challenge West-
ern political and economic theories.3 One could point to, for 
instance, the unchallenged control of State Owned Enter-
prises (SOEs) over the strategic sectors of the economy in 

the ‘Chinese corporate capitalism’4 or the ‘resilient capacity 
and adaptability’5 the CCP has demonstrated throughout 
the process of limited political reforms. China’s reforms 
have nevertheless also been deeply shaped by China’s 
gradual inclusion in the dynamics of globalisation as well 
as its growing interdependence with the main stakeholders 
in global governance, including the European Union (EU). 
Interestingly, China’s reforms have been taking place in a 
timeframe that has also been marked by both the deepen-
ing and widening of the European integration process. 
It is against this background that this paper aims to situate 
the evolution of the EU-China Strategic Partnership in 
the context of China’s reforms and identify how recent 
changes in the nature of China’s reforms can affect the 
future of the EU-China Strategic Partnership. It will be 
argued that the EU-China Strategic Partnership constitutes 
a testimony of the scope and limitations of both China’s 
reforms process and the role of the EU as a global market 
and normative power. In a first part, this paper will high-
light the importance of economic relations in the context 
of the EU-China Strategic Partnership confirming both the 
centrality of the economic aspects of China’s reforms as 
well as the relevance of the EU as a ‘market power’. In a 
second part, this paper will highlight the difficulty for the 
EU to emerge as a ‘normative power’ in the context of the 
EU-China Strategic Partnership. In fact, the relationship 
with China has tested the normative claim that the EU 
could strategically prioritise and promote Article 21 TEU 
values in a coherent way despite the strong limitations of 
China’s political reforms.  In a third part, this paper will ar-
gue that the uncertain future of China’s reforms will require 
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the EU and China to reinvent their relationship in order to 
solve the rising number of contradictions that characterise 
the EU-China Strategic Partnership. 

‘Market Power Europe’ and China’s Reforms
Relations between the EU and China have gone a long way 
since the establishment of diplomatic relations between 
the PRC and the European Communities in 1975. Interest-
ingly, China has proved to be a consistent supporter of the 
European integration process. In that sense, Zhou Enlai, 
then Chinese Premier, stated at the time of the establish-
ment of bilateral diplomatic relationship:

We… support the peoples of Europe in uniting themselves to 
safeguard their sovereignty and Independence. We are for 
the view that the cause of European unity, if it is carried out 
well, will contribute to the improvement of the situation in 
Europe and the whole world. 6

In a way China’s economic reforms and the relationship 
between the EU and China have evolved hand in hand to 
a point where the EU is now China’s main trading partner 
and China the second main trading partner of the EU.7 Very 
much in line with the overall economic nature of China’s 
reforms and the European integration process, the relation-
ship between the EU and China has always been mainly 
centred on economic and commercial issues.8 Despite the 
fact that the EU-China Strategic Partnership, as estab-
lished in 2003, now covers more than sixty dialogues, it is 
still arguable that joint priorities remain very much focused 
on the promotion of trade and investment flows. In that 
sense, it is ‘market power Europe’ that constitutes a prin-
cipal driver of the EU-China Strategic Partnership. ‘Market 
power Europe’ endorses as a fundamental premise that ‘[T]
the EU’s identity, both historically and presently, is crucially 
linked to its experience with market integration’.9 This has 
implications as to how the EU works internally but also 

how it is able to project its power (of attraction) externally, 
including in its relationship with China. 

At the multilateral level, the EU strongly supported China’s 
accession to the WTO and the European Commission – 
that had the mandate to negotiate China’s accession on 
behalf of the member states – adopted a consistent nego-
tiating strategy primarily aimed at achieving ‘relative gains 
against other great powers’.10 As importantly, the EU and 
China have made an increasing use of the WTO Dispute 
Settlement Mechanism (DSM) to solve their trade disputes 
since China’s accession in 2001.11 The fourteen disputes 
brought before the WTO DSM between the EU and China 
so far have hence contributed to the strengthening of Chi-
na’s legal capacity in the WTO. While a bilateral Free Trade 
Agreement (FTA) remains out of range for the time being,12 
the EU and China currently negotiate an investment agree-
ment that should strengthen the regulatory framework 
governing bilateral investment flows and clarify the type of 
dispute settlement mechanism that will be used to solve 
investments disputes.13 

It is not to say that everything is easy in the economic 
relationship between the EU and China. The significant 
trade deficit, the rise of protectionism in strategic sectors of 
economy, and challenges in terms of protection of intellec-
tual property rights explain the strong politicisation of the 
bilateral economic relationship. Despite all these challenges, 
the evolution of EU-China economic relations testify to the 
joint commitment of China’s reforms and ‘market power 
Europe’ in favour of the liberalisation of international trade 
in general, and the multilateral settlement of trade disputes 
in particular. This has been lately exemplified by a number 
of separate statements – despite some attempts to find a 
coordinated answer –14 denouncing the major protectionist 
moves in the United States foreign trade policy.15 
 
‘Normative Power Europe’ and China’s Reforms 
From the very early years, the relationship between the 
EU and China has constituted a test case for ‘normative 
power Europe’. ‘Normative power Europe’ is the widely-dis-
cussed notion developed by Ian Manners that refers to the 
shared norms at the heart of the acquis communautaire 
that define the EU’s identity.16 The EU’s success to use 
and operationalise these core values – i.e. human rights, 
democracy, and the rule of law – in its relationship with 
China has always been very much debated. In that sense, 
the sanctions imposed in the aftermath of the Tiananmen 
massacre (i.e. the arms embargo) have never been applied 
in a consistent way by the member states.  The adoption 
of a less confrontational approach such as in the context 

THE EU AND CHINA HAVE 
MADE AN INCREASING 
USE OF THE WTO DISPUTE 
SETTLEMENT MECHANISM 
(DSM) TO SOLVE THEIR TRADE 
DISPUTES SINCE CHINA’S 
ACCESSION IN 2001.
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of the EU-China Human Rights Dialogue has also been de-
scribed as a ‘fig-leaf for member states’ whose very limited 
commitment to the dialogue ‘might inadvertently confirm 
to the Chinese partners that Europe’s stand on values is 
extinct’.18 In that sense, the inability of the EU to come up 
with a joint statement to be delivered at the 35th session 
of the Human Rights Council (6 to 23 June 2017) was 
seen as a blatant failure of the EU to develop a coherent 
human rights policy.19 The increasingly visible division be-
tween member states is only one factor that explains the 
difficulties to meet the expectations set by the narrative on 
‘normative power Europe’. 

This paper would also emphasise that challenges to 
‘normative power Europe’ within the EU-China Strategic 
Partnership are primarily the product of false expectations 
regarding China’s reforms. Since the very inception of 
China’s reforms, there has indeed been the hope that the 
transformation of China’s economy would be later accom-
panied and strengthened by a democratisation of China’s 
politics.20 While it is arguable that China’s political reforms 
have constantly oscillated between periods of ‘opening’ 
and ‘closing’,21 they have nevertheless always taken place 
in the limited space allowed by the One-Party State. This 
does not mean that the EU has not been successful at all 
in influencing the evolution of China’s normative frame-
work. While the human rights dialogue constitutes a 
‘low-risk initiative’ whose ‘concrete influence is difficult to 
establish’,22 the EU and its member states have neverthe-
less seen part of their respective legal standards and pro-
cedures successfully internationalised through processes 
of ‘soft law legal transplants’. These ‘soft legal transplants’ 
- ‘obtained through formal or informal good practices by? 
learning or sharing’23 – are best exemplified by the 2007 
Chinese Anti-Monopoly Law that has been deeply influ-
enced by the EU Competition Law.24 Hence the EU’s ability 
to act as a ‘normative power’ should not only be assessed 
in view of the EU’s success or failure to directly export its 
values but also to indirectly shape the evolution of China’s 
domestic legal system in areas of common interests.  The 
need for a more strategic and probably less normative 
engagement with China is partly reflected in the 2016 

Global Strategy that puts a great emphasis on the notion 
of ‘principled pragmatism’ as an attempt to reconcile the 
coherent promotion of EU values with the fulfilment of EU 
interests.25  

The EU-China Strategic Partnership and The Future of 
China’s Reforms 
Forty years after the start of China’s reforms, there is 
a growing consensus on the fact that China has now 
reached an important turning point. In that sense, Presi-
dent Xi Jinping emphasised in his report to the 19th CCP 
National Congress that ‘socialism with Chinese character-
istics has entered a new era’.26 Internally, the challenges 
facing China have become numerous and require urgent 
political and economic responses: ‘The key issue for 
nations like China at this stage of development is precisely 
the relationship between economics and politics’.27 The un-
addressed challenges include the sustainability of such a 
rapid economic growth trajectory, the high level of income 
inequality and longstanding economic disparities across 
the country, as well as the necessity to reform an autocrat-
ic but consensus-based political system that has proved 
ill-equipped to address the more systemic challenges 
faced by China. Externally, China needs to respond to the 
crisis of the post-World War II international liberal order.  
Not only are this order and the global governance archi-
tecture in which it is embedded continuously challenged 
for their lack of legitimacy and efficiency, it is now the first 
time that the United States has elected a President who 
stands against the institutions and some of the basic val-
ues at the heart of liberal institutionalism.28 In that context, 
China needs to strike a good balance between acting as a 
supporter of a multilateral-rules based international order 
– which has benefited China so much since the inception 
of the reforms process - and a challenger when it suits its 
national interests. 

A significant part of this uncertainty relates to the question 
whether China might become more democratic or whether 
it is likely to become an even more authoritarian state in 
the future. In a monograph published this summer, Carl 
Minzner argues that recent developments mark ‘China’s 
authoritarian revival’ and ‘the end of an era’.29 In the same 
line, Elizabeth C. Economy argues that the authoritarian 
revival in China challenges Xi Jinping’s reform rhetoric.30   
A number of elements tend indeed to point in that direc-
tion. First, the 2018 amendment of paragraph 3 of article 
79 of the PRC Constitution repealed the two five-year term 
limits for the Chinese President.31 This revision of the 
Chinese Constitution showcases the extent of ‘Xi Jinping’s 
power grab’32 and makes it clear ‘‘history’ has returned’33 in 

THE KEY ISSUE FOR NATIONS 
LIKE CHINA AT THIS STAGE OF 
DEVELOPMENT IS PRECISELY 
THE RELATIONSHIP BETWEEN 
ECONOMICS AND POLITICS.
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the sense that there is no longer room for intra-Party de-
bate and opposition against the current Party line. Second, 
the adoption of a number of new laws aimed to protect 
China’s ‘national interests’ strongly impede –the already 
limited- leverage left for checks and balances mechanisms 
to operate. These new laws include the 2015 National 
Security Law34 as well as the 2016 Law of the People’s Re-
public of China on Administration of Activities of Overseas 
Nongovernmental Organizations in the Mainland of  
China.35  More generally, the increasing gap between the 
Party discourse on the rule of law and the reality of the 
Chinese legal system testify to the fact that ‘the regime’s 
commitment to law is partial and limited and law’s full po-
tential as an autonomous force is something the Party is 
deeply concerned with’.36 Third, China has grown increas-
ingly vocal against the promotion of ‘universal values’, 
‘civil society’, as well as the idea of ‘Western constitutional 
democracy’ as emphasised in a 2013 Communiqué on 
the Current State of the Ideological Sphere, the so-called 
Document 9.37 The rejection of these values has been 
translated into a number of crackdowns against individual 
and collective rights advocacy whose leverage has been 
very much shrinking since Xi Jinping came into power.38 It 
has also conducted China to become increasingly active 
in promoting an alternative discourse on human rights 
internationally as best exemplified by the recent adoption 
of the Beijing Declaration on Human Rights.39 

Needless to say that this historical momentum in China’s 
reforms will deeply influence the future of the EU-China 
Strategic Partnership. While the current authoritarian 
revival clearly impedes the leverage of the EU to engage 
into meaningful normative dialogues with China, the 
resurgence of trade protectionism in the United States 
and the possibility of a global trade war simultaneously 
call for a stronger economic cooperation between the EU 
and China. Hence, it remains to be seen how the success 
of ‘market power Europe’ can be reconciled with the weak 
performance of the EU as a coherent and strategic ‘nor-
mative power’.  No doubt that the EU and China will need 
to reinvent the nature of their bilateral relationship if this 
contradiction is to be solved. 

At the end of the day, this contradiction and the different 
ways to address it nevertheless go beyond the very issues 
at stake in the EU-China Strategic Partnership. On the one 
hand, the contradiction relates to the future of the multi-
lateral rules-based international order, which has not only 
shaped but also allowed the emergence of the EU as an 

international actor as much as it facilitated the (re-)emer-
gence of China as an economic and political powerhouse. 
The ability of the existing global governance system to 
avoid an even deeper fragmentation of international law 
will condition China’s ability to commit to multilateral 
trade rules, for instance, while negating its commitments 
under international human rights law. On the other hand, 
the contradiction relates to the ability of the EU to resolve 
its normative crises in a context where the rule of law and 
democracy as they stand no longer seem to function as 
sufficient legitimising force in the governance of the EU 
and its member states.40 Recent political and constitution-
al developments in Hungary and Poland tend, in fact, to 
indicate that the adoption of the acquis communautaire 
is not a sufficient guarantee to ensure Member States’ 
compliance and commitment to EU values.41 Hence the 
growing lack of internal coherence deeply constrains the 
possibility for a coherent and credible promotion of values 
to develop in the EU external action.  

Conclusions
The relationship between the EU and China gives us a clear 
picture of the scope and limitations of China’s reforms 
and the ability of the EU to act as a market and normative 
power. The fact that China is now facing a turning point in 
its domestic reforms combined with the multiple calls for 
the EU and member states to reinvent the European inte-
gration process are only likely to reinforce the contradic-
tions inherent to the EU-China Strategic Partnership. The 
growing disruption and multiple crises of the multilateral 
rules-based international order are nevertheless likely to af-
fect negatively both the EU and China. It remains therefore 
to be seen how the EU and China will navigate (together?) 
this new normal. ©

# 2.18
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1. The beginning 
After years of turmoil and infighting during the Cultural 
Revolution, the Chinese Communist Party under the 
leadership of Deng Xiaoping enacted in December 1978 
a new policy of “Reform and Opening Up”.1 In 1979, 
Deng Xiaoping created the first Special Economic Zone 
(SEZ) in Shenzhen to open China to the global economy. 
Shenzhen, then a small fishing village just north of Hong 
Kong, welcomed foreign and national investors to build 
factories for goods to be exported to the world.

Fences protected the economic zone from the surround-
ing poverty and separated its functioning from the rest of 
China’s economy: a planned economy based on directives, 
quotas, ration coupons allocating goods and services, 
resources, labour and investment. An island was creat-
ed, opening a window to the world, in a country that was 
still closed. The foundation was laid for China to become 
the factory of the world. Shenzhen became within a few 
decades a modern innovative metropolis bigger than Paris. 
‘Shenzhen spirit’ became the symbol of rapid change, eco-
nomic development and entrepreneurship. The success of 
Shenzhen found followers. Shanghai was built into an in-
ternational trade city. The Pearl River Delta attracted more 
and more international investment and foreign companies.

The global economy integrated China’s factories into its 
supply chains and production networks. These factories 
occupied positions at the lower or middle levels of the 
international value chains. The globalisation process of the 
eighties and nineties benefitted from cheap Chinese labour, 
allowing American, European and Japanese companies 

to control the production chain and to offer cheap prod-
ucts to their consumers. The new international division 
of labour increased efficiency and supported economic 
growth. It also contributed to an increase of the profit rate 
for capital and to a decrease of the share of labour income 
in the National Income in most of the western economies.2  

Income inequality increased in the US and in Europe.3 In 
China the divide between the rural countryside and the 
coastal metropolitan areas increased and migrant work-
ers began to flood the quickly growing cities. Millions of 
Chinese were lifted out of poverty. The rigid command 
economy of China moved step by step to a Socialist Mar-
ket Economy with Chinese characteristics.

In 2001 China was accepted as a member of the World 
Trade Organization (WTO). At the height of neoliberal 
thinking and after the break down of the Soviet Union, many 
Western observers expected that China would conform to 
the model of Western liberal market economies. Some even 
forecasted, in the long term, a radical change of China’s polit-
ical system leading to the demise of the Communist party.4

The obligations stemming from the entry into the WTO 
were an important stimulus to deepen the reform of 
China’s state-controlled economic system. After years of 
debate, the Chinese Communist Party confirmed that the 
market plays a decisive role in the allocation of resources.5 
Further reforms of State controlled companies took place, 
more private companies were allowed and joint ventures 
with Western companies fostered the import of modern 
technologies and management methods.

FORTY YEARS OF CHINA’S OPENING: CHANGING 
THE POST WORLD WAR II INTERNATIONAL ORDER

GERHARD STAHL
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However, the Chinese leadership was careful and did not 
opt for a ‘big bang’ transition to the market economy, but 
for a gradual, step by step approach. In deciding its poli-
cies it looked into the failures and the hardship caused by 
the quick introduction of market economy principles in the 
transition process of Russia and other former Soviet Union 
countries. Most importantly, it linked its market-oriented 
opening-up to the priorities laid down in its successive Five 
Year Plans with the aim of making China a moderately 
prosperous society by 2020. For today’s China, the overar-
ching objective is to develop so as to regain its status as a 
leading world civilisation. In the speeches of President Xi 
Jinping these objectives are described with the slogan of 
the “great rejuvenation of the Chinese nation”.6

2. From a developing country to an economic power-
house, a high tech leader and major international actor
There are still nearly 600 million Chinese living in rural 
areas. In a lot of villages, agricultural production has not 
changed very much over the years. Productivity is low 
and the specific rules for collective agricultural land are a 
barrier for modernisation. Although absolute poverty has 
been largely eliminated, there is still a big development 
gap between rural and urban areas, which needs to be 
addressed. 

Under the leadership of President Xi Jinping, the govern-
ment committed to reduc-
ing regional development 
gaps and to enable the rural 
populace to benefit from 
the wealth of urban China. 
The modernisation of 
agriculture and the incor-
poration of millions of rural 
citizens into the modern 
economic system will be a 
key task for at least another 
decade. As a consequence 
of the catch-up process 
of rural areas, China is ex-
pected to keep a relatively 
high economic growth rate for the years to come. The big 
difference in the GDP per capita of rural areas compared to 
prosperous dynamic metropolitan areas helps explain how 
China is still a developing country and a growth engine 
of the global economy at the same time.7 The growth 
potential of China is strengthened by the innovation drive 
coming from some of the internationally well-connected 
prosperous metropolitan centres. The prosperous urban 
class of China includes already around 400 million citizens. 

This gives China a middle class and consumer base bigger 
than the population of the United States. The demand of 
this large and increasingly sophisticated internal market 
provides a good basis to prepare the fourth industrial 
revolution. 

Modern societies and economies are at the starting point 
of the next technological revolution. The combination of ro-
botics, artificial intelligence, Internet of things, big data and 
cloud computing creates the potential for unprecedented 
changes. Slogans like “Smart Manufacturing” or “Indus-
try 4.0” try to raise awareness of the big changes to be 
expected in both the production and distribution of goods 
and services. More and more experts and stakeholders 
acknowledge that the fourth industrial revolution will 
reshape the dynamics of global competition.  Supported by 
central and provincial governments, Chinese companies, 
universities and research centres have entered the race for 
new technologies and innovations. The education system 
is rapidly improving to provide the highly skilled human 
capital needed for the future. China’s industrial policy plan 
“Made in China 2025” aims to turn the country into a “man-
ufacturing superpower” over the coming decades.8 

In some key areas, Chinese companies already succeeded 
in becoming market and technology leaders. Huawei, the 
largest maker of telecommunication infrastructure in the 

world, replaced Ericsson as 
the market leader also in 
Europe. Huawei’s innova-
tion capacity can be seen 
by the fact that in 2016 it 
registered more patents 
than any of its competitors. 
In solar energy, Chinese 
companies have also be-
come world market leaders. 
For electric cars, Chinese 
companies like BYD are 
leaders in the number of 
produced cars and in their 
experience with new tech-

nologies. In the production of batteries, a key component 
of electric mobility, there is a fierce competition between 
Chinese, Korean and Japanese companies. Many com-
mentators fear that European companies have already lost 
the technology competition in this area. In Internet-related 
services and products, Chinese companies like Alibaba and 
Tencent are leading market players and innovators. Chi-
nese companies are prominent in the production of mod-
ern high-speed trains and are getting strong in robotics. 

 
THE COMBINATION OF 
ROBOTICS, ARTIFICIAL 

INTELLIGENCE, INTERNET 
OF THINGS, BIG DATA AND 

CLOUD COMPUTING CREATES 
THE POTENTIAL FOR 

UNPRECEDENTED CHANGES.
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The competitive strengths of China’s economy can also be 
seen in the increased global presence of Chinese investors 
and companies. Whereas the first wave of Chinese direct 
investment was directed towards developing countries 
in Asia and Africa, in recent years Chinese investors have 
gained the confidence to enter developed markets. 
In Europe the globalisation process of the last several 
decades has been shaped by the European Union, creat-
ing the biggest internal market in the world for more than 
500 million people, as well as the most important trading 
partner for China.

The importance of the EU for China is also reflected in the 
soaring levels of Foreign Direct Investments (FDI). China’s 
annual FDI in the EU has become larger than European com-
panies’ FDI in China. In 2016, China invested 35 billion USD 
in the EU, whereas European companies only invested 8 
billion in China.9 As shown by these examples, the situation 
where Western companies were at the commanding height 
of the production and value chains of the international econ-
omy has changed. China’s successful opening policy was 
the major reason for the gravity shift of the world economy 
towards Asia. In 1980 half of the world GDP was created in 
the US and Europe. Since then this share has fallen to 36 per 
cent, whereas the Asia-Pacific region creates 45 per cent of 
the world GDP and China alone 19 per cent. 10 

In line with the increased economic strength of Chinese 
companies, the Chinese government has been intensifying 
its foreign policy activities. The new Silk Road or Belt and 
Road Initiative is the most visible and ambitious example. 
It is a long-term vision of infrastructure development and 
economic integration targeting Asia, Europe and even 
parts of Africa and Latin America. The creation of new 
international financial institutions like the Asian Infrastruc-
ture and Investment Bank (AIIB), the New Development 
Bank (formerly BRICS-Bank), and the upgrading of the 
Shanghai Cooperation Organizations (SCO) are other 
examples. The SCO is now an international organization 
representing, with new members like Russia, India and 
Pakistan, half of the world population and a quarter of the 
global GDP. 11 

3. China’s rise and the Post WWII International Order
The current international order, hinging on ‘Western’ inter-
national financial institutions (IMF, World Bank), the WTO 
and the strong role of the US Dollar as international reserve 
currency, reflects the economic and political situation after 
the Second World War. The US was the economic and po-
litical pillar of the post war international order for decades. 
The recent changes of the global economy and the rise of 

China affect American business and American politics, and 
therefore impact the US’ privileged position at the centre of 
the international system. 

For many American and some European academic ex-
perts, China’s rise poses a fundamental challenge. Some 
academics associated with “offensive realism” argue that 
China will attempt to dominate Asia; with the consequence 
that the US and some of China’s neighbours will push back, 
thereby heightening the risk of confrontation and con-
flicts.12 Other scholars focus instead on the advantages of 
China’s development for mutually beneficial cooperation. 
Some proponents of a liberal international order see China 
strengthening this order and defend it against critical 
voices.13

Also in the political and policy debate two positions are 
present. The first sees a hegemonic competition between 
the US and China. The former US Assistant Secretary of 
State for Asia, Kurt Campell said: the US “will not go quietly 
into the night”.14 The Trump Administration and part of the 
political system of the US seem to belong to this school, 
fighting for an ‘America first’ policy. This can be seen 
in the difficulty to reform the IMF, where the American 
Congress has refused to allow reforms seeking to ensure 
an appropriate representation of China and some other 
countries, based on the increased economic strength 
of these economies.15 Some of the rhetoric used by the 
Trump Administration in the current trade conflict between 
the US and China gives the impression that the intention is 
not to solve clearly defined trade problems, but to engage 
in a more global confrontation about supremacy.

The other position underlines that in a globalised context 
countries have become so interlinked, that uncoordinated 
national policies or trade barriers are no longer able to 
address many of the world’s common problems, such as 
climate change, oceanic pollution, global financial stability, 
and sustainable growth.

This can be seen in the statements of EU officials and 
national politicians rejecting an America first policy and 
defending the rules-based multilateral international system 
and an open global economy.16 European policymakers 
also understand that the economic rise of China must be 
reflected in the international financial architecture, and are 
generally in favour of a reform of the global governance 
system of the past.17 Therefore, European member states 
accepted the invitation of the Chinese government to join 
the AIIB, even against the wish of the US. 
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4. How to organise international cooperation and compe-
tition  in an evolving international order?

European integration is the historical answer to centu-
ries of deadly competition between European nations for 
supremacy. The experience of two world wars convinced 
European nations to accept a Union that is based on 
common rules and common legislation controlled by a 
European Court of Justice. A policy of “my nation first” was 
replaced by the search for policies representing the com-
mon interest and finding a compromise between different 
national positions. This method can be also of interest for 
the further development of the international economy.

For the future economic and political development it will be 
decisive which of the two schools of thought will prevail: 
hegemonic competition or international cooperation. 

There is one big challenge for upholding free trade and 
developing further the global economy and international 
cooperation: how to organise international competition 
between very different economic and political systems? 
The difficulty can be seen in the controversy linked to the 
obligations of WTO membership for China and its market 
economy status.

The gradual approach of Chinese market opening disap-
points some Western governments. As a consequence, 
these governments do not accept that China is regarded, 
even after the fifteen years transition period in the WTO, 
as a market economy. In the detailed report of the Amer-
ican trade representative to Congress on China’s WTO 
compliance in 2017, the Chinese government is severely 
criticised:

“U.S. policymakers hoped that the terms set forth in China’s 
Protocol of Accession (to the WTO) would dismantle exist-
ing state-led policies and practices that were incompatible 
with an international trading system expressly based on 
open, market-oriented policies and rooted in the principles of 
non- discrimination, market access, reciprocity, fairness and 
transparency. But those hopes were disappointed. China 
largely remains a state-led economy today, …” 18

China is still partly a developing country and at the same 
time a powerhouse of the world economy. These two 
conflicting sides of the Chinese reality and the character-
istics of the socialist market economy, with over 100,000 
state-owned enterprises, make it difficult for international 
partners to find the best way to deal with China. 
In order for an open world economy to be defended 

against critics and developed further in the interests of all, 
it is important to find a common answer to some funda-
mental questions. The starting point for any international 
cooperation must be to recognise the particular character-
istics of a country and to respect the national institutional 
structures. 

Looking to the economic and political development of Chi-
na since the start of its opening-up policy, it is not evident 
why China should change a successful policy model. Why 
should China adopt a Western concept of the market econ-
omy, if its socialist market economy serves its specific 
development needs best? China has the right to organise 
its economy so that it can best achieve its objectives. This 
includes the role of state-owned enterprises. 

The EU treaty is neutral to the ownership structure; it does 
not discriminate between state and private. In several 
EU-countries state-owned companies still play an impor-
tant role. In the European internal market state-owned 
companies are allowed to participate like private compa-
nies. But it must be guaranteed that companies - whether 
state or private - do not enjoy unjustified competitive 
advantages through state action. 

Of course, it raises questions when the European Chamber 
of Commerce in China notes that the initiative ‘Made in 
China 2025’ limits market access for foreign companies 
and provides state-support for the acquisitions of Europe-
an companies. This is the core of European companies’ 
request for reciprocity of investment conditions, and ex-
plains some of the critical voices against Chinese industri-
al policy and investment in the EU. 

5. China’s policy is crucial to the further development of 
the international trade system
It is in the interest of China and Europe to deepen their eco-
nomic cooperation. Chinese companies and investors in 
European markets are an essential element to upgrade this 
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cooperation. Therefore, it is important to eliminate irrita-
tions linked to unequal treatment and to agree on common 
rules. Progress should therefore be made in the negotia-
tions for a Comprehensive Agreement on Investment (CAI) 
between the EU and China. These negotiations started 
already in 2013 with limited progress up to now. However, 
it is reassuring that China and the EU agreed to put the 
investment agreement as a priority on the agenda of the 
20th EU-China summit in Beijing, 16 and 17 July 2018.19 In 
the conclusions of the summit it is stated that “Both sides 
welcome the exchange of market access offers which 
should bring the negotiations into a new phase and are 
committed to accelerate the discussions.” 20 

A success in the negotiations of the China-EU CAI could 
prove the commitment of China for further opening of its 
market and demonstrate the capacity to find an under-
standing between very different political systems.  Espe-
cially at a time of increasing trade conflicts, this would be 
an important signal to maintain confidence in the positive 
development of the global economy. It would demonstrate 
joint Chinese and European support of a rule-based inter-
national system. ©


