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1 Doing business in and with China

Unfair business practices represent one of the most frequent and persistent charges
against China made by the European Union and the United States.  ose practices are the



with China. Encouraged by the improvement in China’s business practices, we call on the
EU and US to reject calls for protection and decoupling from China, and instead to engage in















nuclear plants, air transport, internet and telecommunications, legal services, research and
development, education and media (European Chamber, 2020a). e rationale for restric-

tions includes the political sensitivity of the sector (media and education sectors), outdated
technologies (internal combustion engine vehicles), protection of some promising sectors,
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countries, and then compares the response with those of executives based in other countries.
Because the GCR executive survey is mainly composed of Chinese companies it provides us
only limited insight on the extent to which foreign companies are discriminated against, but
it does help make judgments about rule of law and institutional quality, which are concerns
expressed not only by international rms but by Chinese rms as well. Further, surveying
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China has higher tari s than advanced countries, but in line with middle-income
countries and 100 percent bound; Chinese low trade costs are relatively low
In surveys of western rms operating in China, tari s are often mentioned as a hindrance
to business, especially in the context of complex supply chains that rely on many import-
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Figure 7: China’s secondary sectors and industries are more open

Source: Bruegel based on OECD.

A mixed picture on predictability and enforcement of regulations in China
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In line with observations on the importance of networks and relationships with gov-
ernmento cials (the ‘guanxi’) for e ective operations (Meltzer and Shenai, 2019), China’s
GCR ranking is least favourable on the incidence of corruption indicator (75), far worse than
advanced countries and behind Turkey in our sample but ahead of the other ve countries
(Figure 9). e GCR takes this measure from Transparency International and reports it as
transparency.

Figure 9: Transparency ranking, GCR (1-141)

Source: Bruegel based on GCR.

However, the GCR ranks China surprisingly well on burden of regulation (19). China is
ranked highest in our sample onthe e ciency of the legal framework in challenging reg-
ulations, and 36 globally. On judicial independence, which is addressed by the WEF with
the question “In your country, how independent is the judicial system from in uences of
the government, individuals, or companies?”, China ranks 47, well ahead of Brazil, Mexico,
Russia and Turkey, all of which are ranked near 100. But on this measure, China is well below
advanced countries (Figure 10). China fares similarly ine ciency of the legal framework in
settling disputes (52), although not as well as other countries in our sample, of which  ai-
land is highest ranked at 44 (Figure 11).

Figure 10: Judicial independence ranking, GCR (1-141)

Source: Bruegel based on GCR.
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The playing eld for foreign companies in China is not level in many
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