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Even though they are normally the subject of distinct 
jurisprudence, I treat international trade and foreign 
investment as two sides of the same coin, which in 
economic terms is what they typically are. For example, 
trade in services is carried out predominantly through 
foreign investment (Mode 3 Foreign Establishment). In 
the era of complex global value chains, it is difficult to 
promote trade—whether in manufacturing or services—
without promoting foreign investment. Often, when I 
refer to ‘trade’ I convey messages that also apply to 
foreign investment. I refer to the United States and its 
main allies (the European Union, Japan, and the UK) as 
the ‘West’ or the ‘Western powers’. 
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The third issue, subsidization and SOEs, is the most 
problematic because it goes to the heart of China’s 
state-capitalist system. In this case, too, there has 
been considerable progress in Chinese thinking and 
practice but change on the ground remains insufficient. 
Accelerating the change requires, first and foremost, 
structural reforms in China and the willingness and 

https://www.bruegel.org/2021/05/how-difficult-is-chinas-business-environment-for-european-and-american-companies/
https://www.ey.com/en_us/banking-capital-markets/how-china-financial-liberalization-can-unlock-new-opportunities
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important new developments confirm this tendency:

•	 The 2019 Foreign Investment Law, which came into 
force on January 1, 2020, removes the joint venture 
requirements in many sectors, outlaws forced 
technology transfer, and places foreign firms broadly 
on the same legal footing as Chinese enterprises. This 
includes forbidding government entities at all levels 
from discriminating against foreign enterprises in 
government procurement. China has adopted this 
reform unilaterally, even though it has yet to formally 
join the WTO Government Procurement Agreement.

•	 China has concluded several bilateral trade 

https://www.eastasiaforum.org/2021/03/26/the-complexities-of-chinas-cptpp-entry/
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World Intellectual Property Organization (WIPO) in that 
year, Chinese entities filed nearly 59,000 applications 
for patents, about 1000 more than were filed from the 
United States. For the third year in a row, a Chinese 
company, Huawei, was the leading corporate filer 
of patent applications. A recent GCR special report 
developed composite indicators designed to measure 

https://www.reuters.com/article/us-usa-china-patents/in-a-first-china-knocks-u-s-from-top-spot-in-global-patent-race-idUSKBN21P1P9
https://www.weforum.org/reports/the-global-competitiveness-report-2020
https://harrisbricken.com/chinalawblog/foreigners-win-68-of-cases-in-beijing-ip-court-how-to-use-this-to-your-advantage/
https://www.managingip.com/article/b1kbljp0pgd3m0/china-court-improvements-increase-foreign-litigators-confidence
https://ustr.gov/about-us/policy-offices/press-office/press-releases/2018/march/section-301-report-chinas-acts
https://ustr.gov/about-us/policy-offices/press-office/press-releases/2018/march/section-301-report-chinas-acts
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https://documents.worldbank.org/en/publication/documents-reports/documentdetail/449701565248091726/how-much-do-state-owned-enterprises-contribute-to-china-s-gdp-and-employment
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