CHAPTER 3

Global Trends in Opening Up and
Evolution of Opening-Up Policies

In recent years, economic globalization has advanced amid challenges, leading to profound
adjustments in the international trade and investment landscape, with increasing instability
and uncertainty. The opening-up policies of various countries are not only significant variables
affecting the globalization process but also crucial factors influencing international cooperation
and shared development. To stabilize global openness and promote steady growth in the global
economy, all parties should actively strengthen the coordination and interaction of opening-up
policies, appropriately respond to global issues and challenges, and continuously boost confi-

dence and expectations in the international community.

I. Economic Globalization and Process of World Economic
Recovery

In 2021, global trade rebounded rapidly from the impacts of the pandemic, with a growth rate
significantly surpassing that of GDP, causing the ratio of merchandise trade to GDP to rise to
46.6 percent. In 2022, the growth rate of merchandise trade was comparable to that of GDP,
with this ratio increasing to 50.5 percent, reaching its peak since the financial crisis. However,
in 2023, global GDP grew by 2.7 percent, while global merchandise trade experienced negative
growth (see fig 3.1).
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Figure 3.1 Global merchandise trade and real GDP growth rates: 2018-2023

Source: WTO, “Global Trade Outlook and Statistics,” accessed April 2024, https://www.wto.org/english/
res_e/publications_e/trade_outlook24_e.htm.

'The momentum of global economic recovery hinges on the balance between the positive
effects of increased openness and the negative effects stemming from regional conflicts and
other factors. The year 2023 remains an adjustment and recovery period following the pandemic.
Influenced by multiple factors such as the Federal Reserve’s interest rate hikes, financial turbu-
lence, regional conflicts, and the restructuring of global industrial and supply chains, the global
economic and trade landscape has worsened compared to 2022, with major trading countries
experiencing significant shocks. The WB! forecasts that global economic growth in 2024 and
2025 will be around 2.6 percent, remaining flat compared to 2023, with nearly 60 percent of
economies representing over 80 percent of the global population projected to grow below the
average levels of 2010-2019. The IMF? points out that rising geoeconomic fragmentation and
the surge in trade restrictive and industrial policy measures have weakened the medium- to
long-term growth prospects for the global economy, diminishing its resilience.

A comprehensive analysis of the post-pandemic actual economic and trade growth of various

economies shows that while opening-up has, to some extent, raised economic risks, its role in

1 World Bank, “Global Economic Prospect” (June 2024), http://hdl.handle.net/10986/41536.
2 International Monetary Fund, “World Economic Outlook: Steady but Slow: Resilience amid
Divergence” (April 2024).
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enhancing economic resilience is more significant. Weighing the two, the benefits of opening-up
outweigh its drawbacks.

According to the 2022 World Openness Index rankings, we define the top third of econo-
mies as highly open economies, while the bottom third are categorized as less-open economies.
Examining the 129 economies included in the World Openness Index from a cross-sectional
perspective reveals a trend of “high openness—high resilience.”

Increasing openness contributes to better shock absorption. Taking the rate of change in
GDP growth from 2019 to 2020 as an example, the variation in the openness index of the
129 economies shows a significant positive correlation with changes in economic growth rates.
Economies with reduced openness witnessed a more significant decline in GDP growth during

the pandemic, while economies that enhanced their openness experienced relatively lesser de-
clines in GDP growth.
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Figure 3.2 Relationship between volatility in openness index and volatility in GDP growth
rates: 2020

Source: WB, “DataBank World Development Indicators,” https://databank.worldbank.org/source/world-
development-indicators; World Openness Index from annual World Openness Report.

The level of openness is highly correlated with strong recovery. Using the average growth
rates from 2017 to 2019 as a baseline and measuring economic recovery capability through
the rate of change from the average growth rates of 2020 to 2021 compared to the baseline, a

significant positive correlation is observed between the openness index of the 129 economies
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and their economic recovery capability (see figs. 3.2 and 3.3). The more open the economy, the

faster the recovery.
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Figure 3.3 Relationship between openness index and relative changes in GDP growth:
2020

Source: WB, “DataBank World Development Indicators,” https://databank.worldbank.org/source/world-
development-indicators; World Openness Index from annual World Openness Reports.

II. Analyzing Trend in Opening Up from the Perspective of
Opening-Up Policies

Opening-up plays a crucial role in promoting the global economic recovery. However, the both
policy and performance sub-indexes of the latest World Openness Index indicates that global

opening-up policies are undermining openness performance.

1. Anincrease in restrictive measures

The Global trade alert data shows that from 2021 to 2023, the number of global trade inter-
vention measures exceeded 4,700, significantly higher than levels before 2020 (see fig. 3.4).
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According to the UNCTAD,? there were 21 restrictive measures in the global investment sector
in 2019, and those numbers from 2020 to 2023 increased to 50, 40, 39, and 38 respectively, far
surpassing pre-pandemic levels (see fig. 3.5).
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Figure 3.4 Global trade intervention measures: 2009-2023

Source: Global Trade Alert, https://www.globaltradealert.org/.
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Figure 3.5 Global investment policy measures: 2013-2023

3 UNCTAD, “World Investment Report 2024: Investment Facilitation and Digital Government” (June
29,2024).
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Source: UNCTAD, World Investment Report 2024: Investment Facilitation and Digital Government, fig. 11.2,
p-47 (June 20, 2024).

2. 'The exclusionary nature of regional trade rules

Certain RTAs exhibit discriminatory practices. In recent years, a new generation of high-stan-
dard RTAs, represented by the Comprehensive and Progressive Agreement for Trans-Pacific
Partnership (CPTPP), has emerged. While these agreements are more open in areas such as
market access, they also entail stricter entry conditions and more stringent rules of origin, nega-
tively affecting trade relations between member countries and non-member economies. The in-
troduction of “poison pill clauses” in the United States-Mexico-Canada Agreement (USMCA)
could potentially extend to future trade agreements, creating significant restrictions for third
parties wanting to establish bilateral trade agreements with member countries.

Certain regional cooperation frameworks carry an exclusionary tone. Recently, so-called
“minilateral” regional cooperation mechanisms have begun to rise, such as the Quad (the US,
Japan, Australia, and India) and the trilateral security partnership between Australia, the United
Kingdom, and the United States. Compared to open and inclusive multilateralism, “minilat-
eralism” often leads to risks of fragmentation and division in the international order. Experts
have pointed out that one major risk of minilateralism is its exclusivity; ongoing expansion
could create numerous conflicting agreements, making global coordination to address common
challenges (such as climate change, food security, and nuclear proliferation) increasingly difficult
and hampering efforts by international organizations like the United Nations (UN) to promote
peace and stability.*

3. Increasing risks of fragmentation in global supply chains

'The introduction of various trade and investment restrictions has triggered a restructuring of
supply chains, exacerbating the risks of fragmentation. IMF has indicated that such restructur-
ing of industrial chains could lead to a deterioration of the business environment, hinder com-
panies’ entry into overseas markets, increase trade uncertainty, and cause a rise in protectionism
and more trade frictions.® Statistics from the UN Commodity Trade Database indicate that
trade dependencies between the United States and China—two of the world’s largest economies
and critical poles in the global value chain—have significantly declined. The WTO economists

4 Mladenov, N. E., “Minilateralism: A Concept That Is Changing the World Order,” Guif News (April 13,
2023), https://gulfnews.com/opinion/op-eds/minilateralism-a-concept-that-is-changing-the-world-
order-1.95096716.

5 International Monetary Fund, “World Economic Outlook: Navigating Global Divergences” (October 10,
2023).
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estimate that if the global economy becomes divided, real income could decrease by 5.4 percent,
with the highest opportunity costs borne by the least developed countries (LDCs), followed
by other developing economies.® At the same time, fragmentation in the economic and trade
landscape is also reflected in the fragmentation of governance rules.

4. More variables brought by a “super election year”

The year 2024 is a “super election year” for the world, with over 70 countries and regions holding
significant elections, affecting more than half of the global population and bringing greater
uncertainty to global openness. For one thing, changes in government and policy adjustments
may lead to significant changes in existing opening-up measures, bringing global openness to a
new “crossroad.” To mitigate risks, businesses are adopting a wait-and-see approach regarding
overseas operations. For another thing, against the backdrop of rising populism and anti-glo-
balization sentiments, some political parties may propose or promise more radical trade and
investment restrictive measures to gain electoral advantages and please voters. In some countries,
presidential candidates have indicated that they will impose additional tariffs upon election to
protect domestic industries and jobs.

'The history of economic globalization shows that the tightening of opening-up policies
resulting from anti-globalization sentiments is primarily driven by domestic politics; it does
not imply a fundamental alteration in the function of globalization, which is to promote global
welfare. Human beings’shared aspiration for a better life, and the rise of progressive forces such
as digital technology and green low-carbon developments will, in the medium to long term,
dominate the historical trends. These trends are expected to encourage the majority of countries
to enhance their opening-up policies, resulting in a deeper, broader, more inclusive, and more
contemporary “re-globalization” (see box 3.1).

Box 3.1 International organizations propose “re-globalization”

The WTO introduced the concept of “re-globalization” in its World Trade Report 2023 (hereinafter

referred to as the report).

* The report assesses and addresses the following question: In order to address matters of econom-
ic and geopolitical security, poverty and inclusiveness, and environmental sustainability, should

we choose fragmentation or re-globalization?

6 Métivier, ]., Bacchetta, M., Bekkers, E., and Koopman, R., “International Trade Cooperation’s Impact on
the World Economy,” Journal of Policy Modeling 45, no.4 (2023): pp. 713-744.
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* The report argues that the world economy is at risk of fragmentation, but the notion of “de-glo-
balization” has been greatly exaggerated. A better alternative to fragmentation is re-globaliza-
tion, which aims to expand trade integration to more people, economies, and sectors.

* 'The report notes that the multilateral trading system, with the WTO at its core, has adhered
to the principle of “interdependence among nations through increased trade and economic ties
would foster peace and shared prosperity” for the past 75 years. In recent years, some have
suggested that globalization has intensified the risks faced by participating countries. This
perspective has influenced policymakers, leading to a surge in unilateral trade policies, which

ultimately contributes to global economic fragmentation.

Progress has been made in global trade regarding digitalization, greening, and inclusivity, with
trade policies also improving. Only through re-globalization can we address the three major global
challenges of security, poverty, and climate change. A revitalized WTO, following the reform, is
expected to play a central role in this process.

'The theme of the 2024 WTO Public Forum is “Re-globalization: Better Trade for a Better World.”
On September 10, a panel “Re-globalization: Trade in a Geopolitical World” was held, bringing
together insights and proposals from four continents. The panel was addressed by Ngozi Okon-
jo-Iweala, WTO Director-General, and hosted by Richard Baldwin, a senior fellow at the Peterson
Institute for International Economics. Baldwin pointed out that it is lazy thinking that thinking the
trade is deglobalizing. Globalization is not ending, but is evolving. Anabel Gonzilez, Vice President
for Countries, Inter-American Development Bank, proposed three measures to promote re-glo-
balization: reclaiming the role of trade policy as a catalyst for economic growth and development,
rebalancing national security concerns, and a tangible commitment to rebuild trust and update the
WTO rules to today’s realities. Yi Xiaozhun, former Deputy Director-General of the WTO, pointed
out that the silent majority of WTO members, such as small and medium-sized economies, want to
expand their trade to accelerate their growth, and to strengthen the rule-based system.

At the 2024 Boao Forum for Asia annual conference, experts and scholars from various countries,
including Long Yongtu, China’s chief negotiator for WTO entry and former Vice Minister of Foreign
Trade and Economic Cooperation, gathered to discuss and seek new directions for “re-globalization.”

Pierre-Olivier Gourinch, the Chief Economist of the IMF, argues that the global economy is not
in a phase of “de-globalization,” but rather at a “globalization plateau.”

Mark Leonard, Director of the European Council on Foreign Relations, notes that an increasing
number of people believe that due to accelerated reforms in energy and technology, the world is

experiencing “re-globalization” rather than “de-globalization.”

7 Leonard, M., “The Next Globalisation.” Project Syndicate (January 25,2023).
8 Gourinchas, P-O., “Transcript of January 2024 WEO Update Press Briefing” (January 30, 2024).
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Harold James, an economic historian at Princeton University, contends that people will not stop
transacting across borders, implying that the world is always in a state of “re-globalization.” The
current bottlenecks and shortages in the world could lead to deeper ties between different sets of
nations.’”

Marianne Schneider-Petsinger, a senior research fellow at Chatham House, believes that trade
policies can play a positive role in supporting re-globalization by coordinating and strengthening the
resilience of supply chains, allowing countries to benefit from the twin transitions to green and digital
economies.'

All above parties believe that the WTO’s advocacy for “re-globalization” not only affirms the
historical process of globalization but also signifies confidence in the inevitable deepening of global-

ization in the future.

ITII. Global Common Opening-Up and National Economic Security

Currently, some countries are formulating trade and economic policies with increasing emphasis
on security considerations, showing a trend of generalization. The most representative area is
in investment, where security review systems have widely proliferated globally. In 2019, eight
economies established or expanded their security review systems. In 2020, the number of coun-
tries implementing new security review systems amounted to 22, a year-on-year growth of 175
percent. In 2021 and 2022, the number of countries implementing new security review systems
and expanding their established ones reached 17 and 15, respectively, far exceeding levels prior
to 2019 (see fig. 3.6).

9 Livni, E., “Reglobalisation’ to the Rescue?” New York Times (April 08,2024).
10 Schneider-Petsinger, M., “The New Era of Reglobalization” (January 30, 2023), https://www.
chathamhouse.org/2023/01/global-trade-2023/new-era-reglobalization.
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Figure 3.6 Global investment screening regimes: 1995-2023

Source: UNCTAD, World Investment Report 2024: Investment Facilitation and Digital Government (20 June 20,
2024),57.

How to understand and balance the relationship between opening-up and security has be-
come a focus for countries. Theoretically, opening-up has both positive and negative effects on
security; practically, openness has shown to be more beneficial for economic security and stability
in responding to shocks such as the COVID-19 pandemic and geopolitical conflicts, indicating

that security issues need to be addressed within the context of opening-up and development.

1. Theoretical perspective: The overall effect of opening-up on risk is uncertain

Opening-up can simultaneously produce both positive and negative effects on risk, with the
final outcome depending on the magnitude of these opposing effects.

Trade-offs between enterprise security and development. Some argue that opening-up
exacerbates risks, contending that it exposes enterprises to greater external shocks. They suggest
domestic cooperation as a replacement for international collaboration. However, the primary risk
enterprises face in their development is whether or not they can survival in fierce market com-
petition. By opening-up and engaging in international operations, enterprises can significantly
lower costs of production, which is vital for their survival. Overemphasizing risk prevention may
lead companies away from the most cost-effective global allocation and endanger their price
competitiveness, hence creating greater risks.

Trade-offs between complementarity and substitutability in supply chains. Some believe
that with the increase in global instability and uncertainty, maintaining the resilience of supply
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chains is crucial. They worry that highly open global industrial divisions may amplify the effects
of external shocks, where disruptions in any one part of a supply chain could disrupt the entire
chain. For instance, if the timing of external shocks varies, it could continuously affect the re-
covery of the industrial chain. However, the premise implied in this viewpoint is that different
countries complement each other in the supply chain, while in reality, parts of global industrial
divisions are substitutable. Even if a supply chain is impacted locally, alternatives can still be
identified, thus ensuring the normal operation of the entire supply chain. Therefore, more open

industrial cooperative divisions contribute to the stability of global supply chains.

2. Practical perspective: Global opening-up effectively responds to shocks

In recent years, amid geopolitical conflicts and natural disasters, opening-up has not only failed
to exacerbate risks but also been advantageous in responding to shocks and maintaining eco-
nomic stability. WTO used Ethiopia as an example to emphasize the role of trade in resisting
geopolitical disturbances. Ethiopia imports 45 percent of its wheat from Russia and Ukraine.
Following the onset of the geopolitical conflict between the two, wheat imports from Russia and
Ukraine dropped by 75 percent and 99.9 percent, respectively. However, by increasing imports
from other countries, Ethiopia successtfully filled the wheat import gap, thus averting a food

crisis. !

3. Effects: various restrictive measures lead to significant economic losses

First, the adjustment of supply chains disrupts the original structure based on comparative ad-
vantages, resulting in increased production costs and loss of efliciency. Second, the adjustment
itself brings disturbances and rising costs, especially since modern production often involves
“relationship-specific investments.” Companies will incur substantial costs when seeking new
trade partners. According to McKinsey’s estimates, supply chain disruptions over an average

period of ten years can lead to annual profit losses exceeding 40 percent for companies.'

IV. Promoting International Coordination on Opening-Up Policies

Despite improvements in the latest Global Opening-up Policy Index, global opening-up re-
mains under pressure. In the face of a complex international environment, all parties should

11 WTO, “One Year of War in Ukraine: Assessing the Impact on Global Trade and Development” (2023),
https://www.wto.org/english/res_e/booksp_e/oneyukr_e.pdf.

12 Lund, S., Manyika, J., Woetzel, J., Barriball, E., Krishnan, M., Alicke, K., Birshan, M., George, K., Smit,
S., Swan, D., and Hutzler, K., Risk, Resilience, and Rebalancing in Global Value Chains (McKinsey Global
Institute, August 6, 2020).
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adopt a more rational, comprehensive, and objective view of the relationship among opening-up,
development, and security. It is important to actively coordinate trade and investment policies,
enhancing the scientific, stable, cooperative, and inclusive nature of policy-making, and truly

inject more positive energy into economic globalization.

1. Enhancing the openness of regional trade and economic rules

Opening-up within regions should serve as a complement to global opening-up rather than a
barrier; regional cooperation mechanisms should encourage members to expand opening-up
instead of exacerbating fragmentation of global economy and trade. It’s important to promote
regional trade and economic cooperation while enhancing openness, and ensure that countries
outside the region have the opportunity to join and benefit from relevant mechanisms, thus
avoiding the targeting and isolation of countries outside the region. At the same time, efforts
should be made to create conditions that gradually elevate the high-standard trade and econom-
ic rules within regions to the level of multilateral rules, facilitating effective connections among

global economic and trade rules, systems, and standards, and preventing fragmentation.

2. Exploring a more inclusive global cooperation framework

A decline in openness can adversely affect economic recovery and pose challenges to poverty
elimination and industrial upgrading in developing countries. There is a need to strengthen
and promote the BRI, BRICS cooperation mechanisms, and Global South cooperation mech-
anism, to align with the multi-level development needs of countries, therefore providing more
opportunities for industrial division and collaboration. It’s also important to support developing
countries to extensively participate in international economic and trade activities, thus enabling

them to integrate into the global value chain and share in the benefits of globalization.

3. Strengthening communication and coordination of international economic
and trade policies

Focusing on the security interests of an individual economy does not necessarily contradict
the promotion of global opening-up. However, an overly unilateral pursuit of security through
restrictive economic and trade policies can bring unprecedented risks and losses to the global
economy. Countries should enhance communication and coordination with stakeholders when
formulating economic and trade policies, seeking more mutual interest to avoid trade friction
and conflicts such as “trade wars.” By adopting a more open mindset, countries can advance

inclusive and shared economic globalization.



