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President’s Message

O 2021 White Paper on the Business
u r Environment in China is our 14th such
endeavor, and | believe it to be our strongest. It has
taken more than six months and a team of highly
accomplished experts from both sides of the Pacific
Ocean, including seven who hold doctoral degrees, as
well as respected professors, business executives and
legal and financial scholars. As a policy document—a
structured argument in favor of choices we believe
will benefit the Chinese economy and the foreign
investors who have contributed to its historic growth—
it is required to present a reasoned, factual foundation
for what in the end is a rhetorical goal. Our purpose is
to win the respect of our readers before winning their
opinion.

You will note that, in pursuit of this goal, we have
attempted to compile a well-balanced and neutral
framework for our arguments. This framework is
extensively researched and exhaustively cited. It does
not represent the opinion of this Chamber so much
as the condensed—distilled—opinion of a diverse
cross section of interested parties. Both domestic and
international media are represented, as are academics
and statisticians from around the world.

In many ways, 2020 was a disappointing year that
will long be remembered. We had anticipated the
underlining theme of this year's book to be one of
progress on a Phase Il if not Phase Ill deal between the
US and China. Instead, we had to face the undisputable
consequences of COVID-19. Many of us tragically lost
loved ones and friends. We also had to deal with the
repercussions to our businesses as we continued to
grieve.

| believe that there is much to be proud of as we enter
2021. Like a phoenix, we have risen again from what
may have been certain catastrophic circumstances.
We made it through together by helping each other.
China was the first country to get back to business,
but it was not easy. For example, we worked feverishly
with government officials and other institutions such

as the Guangdong Department of Commerce and
Foreign Affairs Office (FAO) for a speedy return of our
member company executives as well as teachers and
administrators of international schools back to China.
Our challenge was getting people back to work, and
we succeeded. Although we were all hurting, AmCham
South China also was able to raise millions of dollars in
cash and supplies for those in need for we understand
that doing what is best for our community is good for
our businesses.

Ultimately, our success depends on the hard work
and contributions of our membership. At the onset of
COVID-19 AmCham South China members were quick
to jump into action and by mid-February 2020 had
already donated US$38 million in cash and 1.05 million
US dollars in-kind to aid Wuhan, Hubei, and other
areas in need. AmCham South China members also
donated millions of US dollars to the last two Sichuan
earthquakes in 2008 and 2013 (2008: US$ 35 million;
2013: US$ 14 million). | was delighted to see the 550
members and dignitaries attending our 2020 Hope Ball
take time at the party to donate cash to the Guangzhou
Women and Children’s Hospital. All the money, which
was donated directly to the hospital foundation, is
never touched by our Chamber and goes directly to
pay for immediate lifesaving surgeries for poor and
orphaned children. In the past ten years we have raised
over 5,172,000 RMB in cash that literally saved the lives
of 221 orphaned children who otherwise would not
be alive today. We have also raised 12,945,811 RMB
in in-kind donations which, together with investments
we have introduced, have raised four impoverished
villages and tens of thousands of poor villagers above
the poverty line. The philanthropic program has been
wildly successful. | always believe that charity brings
hope for tomorrow and we can always do more.

Economic shocks like the coronavirus pandemic
of 2020 only arrive once every few generations, and
they bring about permanent and far-reaching change.
Measured by output, the world economy is well on the
way to recovery from a slump the likes of which barely

any of its 7.7 billion people have seen in their lifetimes.
Vaccines should accelerate the rebound in 2021. But
other legacies of COVID-19 will shape global growth
for years to come. Some are already discernible. The
takeover of factory and service jobs by robots will
advance, while white-collar workers get to stay home
more. There'll be more inequality between and within
countries. Governments will play a larger role in the
lives of citizens, spending—and owing—more money.
Nevertheless, policy makers must move decisively.
Although the world economy is already growing again
following the 4.3% contraction of 2020, the pandemic
caused a heavy toll of deaths and illness, plunged
millions into poverty, and may depress economicactivity
and incomes for a prolonged period. To overcome the
impacts of the pandemic and counter the investment
headwind, there needs to be a major push to improve
business environments, increase labor and product
market flexibility, and strengthen transparency and
governance. China's economy is expected to expand by
7.9% in 2021 following 2% growth last year. Excluding
China, emerging market and developing economies
are forecast to expand 3.4% in 2021 after a contraction
of 5% in 2020. Among low income economies, activity is
projected to increase 3.3% in 2021, after a contraction
of 0.9% in 2020. According to the United Nations and
the World Bank, the pandemic is expected to leave long
lasting adverse effects on global activity with a likely
slowdown in global growth stretching through the next
decade, due to underinvestment, underemployment,
and labor force declines in many advanced economies.

The global economy could be heading for a decade
of growth disappointments unless policy makers
put in place comprehensive reforms to improve the
fundamental drivers of equitable and sustainable
economic growth. Policymakers need to continue to
sustain the recovery, gradually shifting from income
support to growth-enhancing policies. In the longer
run, in emerging market and developing economies,
policies to improve health and education services,
digital infrastructure, climate resilience, and business
and governance practices will help mitigate the

economic damage caused by the pandemic, reduce
poverty and advance shared prosperity, while in the
context of reduced public spending and elevated
debt, institutional reforms to spur organic growth are
particularly important.

According to the results of the AmCham South
China's 2021 Special Report, our annual State of
Business Study, the opportunities outweigh the
challenges. As the first major economy to show a
recovery, China has successfully navigated the extreme
hardship brought by the COVID-19. AmCham South
China members have withstood the impact to various
degrees. While a combination of factors including the
coronavirus pandemic severely impacted the global
economy in 2020, only a slight decrease in reinvestment
from profits in China was realized, with 17% of the
studied companies having reduced their reinvestment
quota in 2020 in China compared with 2019. Factors
including huge market potential, preferential policies
and uncertainties of pandemic in other countries, have
whetted companies’ interest to increase investment
in China or shift investment to China. Furthermore, a
vast majority of companies still have expansion plans
in China in the next three years. Nearly all the studied
companies express their willingness to stay in China
despite US-China trade friction. Compared to the
previous year, more companies firmly believe that they
will see further improvement in US-China relations
in 2021. American business has obviously not given
up on China. Our governments must get back to the
table immediately for a new Phase Il deal. As Henry
Ford once said, what is good for business is good for
America.

An interesting finding of the 2021 Special Report is
the direct connection between the reduced number of
expatriateexecutivesin Chinaandthe massivereduction
in the number of very large planned reinvestments.
While total dollar amount of budgeted reinvestments
has held steady due to the increase in number of large,
medium and small reinvestment projects (between 1
million and 250 million US dollars each), the number



of very large foreign planned reinvestment projects
involving 250 million US dollars or more each have
reached the lowest levels in several years (a 4/5th
reduction year on year for all foreign companies and
nearly 3/4th for US companies). We predict that this will
severely impact China's manufacturing output two to
three years from now. The last time a similar situation
happened was in 2016. Our 2017 study predicted the
pre COVID-19 slowdown in China’s economic growth in
2018 and 2019 (GDP growth dropped to 6.6% in 2018
and 6.1% in 2019).

The world's two largest economies have been
locked in a bitter trade dispute since the beginning of
the Trump presidency. The dispute has seen the US
and China impose tariffs on hundreds of billions of
dollars worth of one another's goods. President Trump
has long accused China of unfair trading practices
and intellectual property theft. In China, there is a
perception that America is trying to curb its rise as a
global economic power. Negotiations are ongoing but
have proven difficult, but this remains necessary. Both
sides signed a preliminary agreement widely known as
the Phase | Deal in January of 2020. It has now been
over a year and some of the thorniest issues remain
unresolved. Now going into a new administration in the
US, uncertainties around the trade conflict continue
to hurt businesses and weigh heavily on the global
economy. The Trump administration raised tariffs on
a range of Chinese imports and implemented harsh
sanctions against Chinese companies such as Huawei
Technologies Co., citing national security, leading to a
deterioration in relations. The relationship between
China and the US has fallen to its lowest level since
Beijing and Washington established formal diplomatic
ties over 40 years ago, with the two countries clashing
on a range of issues including trade and the handling
of the Covid-19 pandemic. But many business leaders
expected the Biden administration to maintain a tough
stance on China when it comes to access to hi-tech
equipment and components. President Biden may
have inherited the trade conflict with China that now
involves over $700 billion in bilateral trade, but he
owns it now.

The tariffs have got to go, but Biden has already
announced that he will not immediately cancel the
trade agreement that Trump struck with China nor take
steps to remove tariffs on Chinese exports. Biden said
he would pursue policies targeting China’s “abusive
practices,” such as “stealing intellectual property,

dumping products, illegal subsidies to corporations”
and forcing “tech transfers” from US companies to
Chinese counterparts. But he also stressed the need
to develop a bipartisan consensus at home and focus
government efforts on investments in research and
development, infrastructure and education that would
allow companies to compete better with Chinese rivals.
Don't expect a new deal with China in the first 100 days
of the new presidency. According to Reuters, Biden
said, “l want to make sure we're going to fight like hell
by investing in America first.” He wants to talk with
American allies before proceeding. “The best China
strategy, | think, is one which gets every one of our —
or at least what used to be our — allies on the same

page.”

Chinese foreign ministry spokeswoman Hua
Chunying responded to Biden's comments by
reiterating a long-standing position that trade between
the two countries should be mutually beneficial. She
said, “Trade issues should be dealt with in the spirit
of mutual respect and equal consultation.” We agree
with the leaders from both countries, but governments
do not run on a linear plane. Both sides must return
to the table. Both sides want a strong trade deal and
international business should not have to wait. It's time
to get busy.

Finally, after explaininghowwe believe the world sees
China’'s economy, we make a single recommendation:
continue moving forward, and continue offering the
Chinese people opportunities for improved health,
wealth and happiness. This opinion is, necessarily,
transformative. We seek not to conserve what came
before but rather to build newer, fairer and more
profitable structures upon that robust foundation. This
is a strategy of synthesis, and it is one with which we
hope you will agree whole-heartedly.

With best regards,

.'\.LJ?,-I

Dr. Harley Seyedin

President, American Chamber of Commerce in South China
Winner of the 2017 Oslo Business for Peace Award (together with
Elon Musk) , awarded by the Award Committee of Nobel Laureates in
Peace and Economics

Visiting Scholar, Jinan University, Guangzhou, PRC

President, Allelon Energy Partners
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1.1 The Covid-19 Pandemic

From the Beginning

Th Covid-19 global pandemic is the
e most extensive to afflict humanity
in a century. A serious crisis for the entire world,
and a daunting challenge, it poses a grave threat
to human life and health. From the beginning,
China launched a resolute battle to prevent and
control its spread. China adopted extensive,
stringent, and thorough containment measures.
1.4 billion Chinese people have exhibited
enormous tenacity and solidarity in erecting a
defensive rampart that demonstrates their power
in the face of such natural disasters. Having forged
the idea that the world is a global community of
shared future, and believing that it must act as a
responsible member, China has fought shoulder
to shoulder with the rests of the world. In an
open, transparent, and responsible manner and
in accordance with the law, China gave timely
notification to the international community of the
onset of a new coronavirus, and shared without
reserve its experience in containing the spread of
the virus and treating the infected (China Daily,
Fighting Covid-19).

The outbreak of coronavirus disease (often
referred to in the White Paper as Covid-19,
coronavirus, or simply Covid) was first reported
on December 31, 2019, in Wuhan, China. The virus
spread rapidly throughout China over the next
few weeks and within a month to several other
countries, including Italy, the US, and Germany.
Difficulty controlling such aggressive spread
resulted partly from the size of Wuhan, which has
an official population of over nine million and a
transient population of an additional 5.10 million,
for a total population of about 14 million people.
Wuhan is located in central China and has a wide
range of transportation links, including airplanes,
trains, interstate buses, and private transportation.
In an attempt to reduce virus transmission,
on January 23, 2020, authorities locked down

Wuhan, but by that time, about five million people
had already left. Reasons for leaving included
returning to hometowns for the Chinese New Year
or leaving for vacation, but some left because of
fear of Covid-19. By June 2020, the virus had been
identified in every province or autonomous region
in China, although the highest number of cases
was still in Wuhan. As of January 23, the date of
the Wuhan lockdown, the Gansu Provincial Centre
for Disease Control and Prevention in Lanzhou,
China had identified only two cases of Covid-19
in Lanzhou, the capital of Ganzu Province. One
patient had traveled from Wuhan and another
had been in contact with persons from Wuhan.
Within two weeks, however, 54 cases of Covid-19
in Gansu Province were confirmed, indicating the
seriousness of this outbreak and triggering the
alarm for the Gansu Province government to make
it mandatory that face masks be worn in public
places (Fan et al.).

The coronavirus epidemic in China exposed
the nation’s over-reliance on big hospitals in cities
and problems with its response to emergencies.
William Hsiao, the K.T. Li Research Professor of
Economics at the Harvard T.H. Chan School of
Public Health in Boston noted in late February
2020 that China’'s leaders needed to be more
“nuanced about transparency,” especially when
it comes to dealing with diseases like Covid-19.
The Centers for Disease Control and Prevention
(CDCQC) confirmed the first case in the US of the
virus on 21 January. The patient had recently
returned from Wuhan, China, where an outbreak
of pneumonia caused by this novel coronavirus
had been ongoing since December 2019. While
originally thought to be spreading from animal-
to-person, there were growing indications that
limited person-to-person spread was happening.
It was unclear at this point how easily this virus
was spreading between people. The patient
sought care at a medical facility in the state of
Washington, where the patient was treated for the
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illness. Based on the patient’s travel history and
symptoms, healthcare professionals suspected this
new coronavirus. A clinical specimen was collected
and sent to CDC overnight, where laboratory
testing yesterday confirmed the diagnosis (CDC).

After a California woman tested positive
for coronavirus—the first case of “community
transmission” in the US, in which someone
is infected in spite of no known link to travel
abroad—infectious disease experts expressed
concern that the disease was spreading
undetected in other parts of the country.
Test availability in the US was limited due to
strict federal testing criteria (since loosened).
As a result, tracking the possible spread of
coronavirus in the US was slow due to a lack of
reliable testing. A test produced by the Centers
for Disease Control and Prevention (CDC) didn't
work as expected, and the agency restricted its
use until February 26 to only a handful of state
labs across the country. Without wider testing,
experts believed that it's impossible to know the
true number of infected Americans. Containment
strategies—such as travel restrictions, border
closures, and quarantines helped curtail the
spread of coronavirus, but such restrictions
become problematic as the geographic spread of
the virus expanded (McGinley and Johnson).

Scientists know now that the coronavirus was
present in the US weeks earlier than scientists
and public health officials previously thought, and
before cases in China were publicly identified.
Findings published in the journal Clinical Infectious
Diseases suggest that the coronavirus, known
officially as SARS-CoV-2, had infected people in
the US even earlier. "SARS-CoV-2 infections may
have been present in the US in December 2019,
earlier than previously recognized," the authors
said. This discovery added to evidence that the
virus was quietly spreading around the world
before health officials and the public were aware,
disrupting previous thinking of how the illness
first emerged and how it has since evolved. It also
showed the virus's presence in US communities
likely didn't start with the first identified case in
January. Researchers came to this conclusion after
the CDC analyzed blood donations collected by the
American Red Cross from residents in nine states.
They found evidence of coronavirus antibodies

in 106 out of 7,389 blood donations. The CDC
analyzed the blood collected between Dec. 13 and
Jan. 17. The presence of antibodies in a person's
blood means they were exposed to a virus, in
this case the coronavirus, and that their body's
immune system triggered a defensive response.
Researchers found coronavirus antibodies in 39
samples from California, Oregon, and Washington
as early as Dec. 13 to Dec. 16. They also discovered
antibodies in 67 samples from Connecticut, lowa,
Massachusetts, Michigan, Rhode Island, and
Wisconsin in early January — before widespread
outbreaks in those states. Despite the findings,
widespread community transmission in the US.
was unlikely until late February, the authors said.
"These findings also highlight the value of blood
donations as a source for conducting SARS-CoV-2
surveillance studies," they said (Diaz).

By the end of February, coronavirus cases were
soaring globally. Southeast Asia's foreign ministers
met with officials from China and declared their
intention to “stay strong!” Yet their hastily called
meeting in secretive, socialist Laos suggested not
so much resiliency as the need to shore up mutual
support. Health experts were widely skeptical
of the numbers reported by China's neighbors,
and believed the deadly infection was spreading
undetected throughout much of Southeast Asia.
With infection clusters increasingly sprouting
outside of China, many feared these pockets were
sustaining the outbreak and pushing the world
toward a global pandemic. Strangely absent from
the list were Myanmar and Laos, two countries
that share borders with China, as well as Brunei,
East Timor, and Indonesia—of which the latter
had daily, direct flights to the virus epicenter,
Wuhan. Every other country in the region — all
beneficiaries of Chinese aid, investment, and
tourism—had reported cases (Barron).

Around the same time, more than 600
Massachusetts residents who had recently
traveled to China quarantined themselves at home
while being monitored for the novel coronavirus.
The quarantines were voluntary and last 14 days.
For the most part, people in America began
to stay home. A CDC's warning provided little
guidance on what actions people should take to
prepare, nor exactly what scenarios to prepare
for. It coincided with the news that the Covid-19
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was gaining strength in Europe for the first time,
with an outbreak in Italy affecting more than 300
people. That prompted Emerson College to cancel
a trip to Milan and Endicott College to offer to
bring the study-abroad students home. The news
that hundreds of Massachusetts residents were
quarantined at home, however, highlighted the
challenges others could face if the virus spreads.
People were worried if a coronavirus outbreak
occurs, people would be forced to stay home to
slow the spread of illness. Family staples such as
toilet paper began flying off the shelves. Dr. Eric
Toner, a senior scholar with the Johns Hopkins
Center for Health Security, said that Covid-19
warned that outbreaks in the United States
were likely and could be severe. But the risk to
individuals was small. “For an individual who
is otherwise healthy, this is probably no more
dangerous to you than the flu,” Toner said. “But
to the health care system this could be really
as bad as or worse than a severe flu pandemic
and it's a threat to the elderly and people in long
term care facilities.” Elective surgeries started
being postponed. Dr. Irwin Redlener, director of
the National Center for Disaster Preparedness
and professor health policy and management
at Columbia University, cautioned against
overreacting. It's too soon to start stockpiling
cans of beans in the basement, he asserted; that
“creates an unnecessary amount of panic.” Taking
overly strong measures can do more harm than
good. “If we overdo it, the other consequences
for the economy and education could be a very
unfortunate thing,” Redlener said. Dr. Nahid
Bhadelia, assistant professor at Tufts University’s
Fletcher School and medical director of the Special
Pathogens Unit at Boston University School of
Medicine, has worked in Ebola treatment units
in Africa. She noted that Ebola epidemic was
devastating to West Africa — even though less
than one half of 1% of residents became ill. School
and business closings had more far-reaching
effects. “That's really what pandemics do,” she
said. “It's a not a direct impact. It's an indirect
impact” (Freyer).

Among the many unknowns about the new
virus was the role children played in transmission
of the virus that causes Covid-19 disease. Knowing
whether kids were innocent bystanders, getting
infected if someone brings the virus into their

households, or were actually a population that
was stealthily driving this epidemic, would give
response planners critical ammunition to use
in the battle against the virus. At stake were
decisions about policies that could be hugely
disruptive to families and workplaces. Should
schools be closed to slow spread when the virus
enters new terrain, forcing parents to scramble
for child care alternatives or stay home? Should
long-term care facilities discourage families from
bringing young children to visit grandparents
or other aging relatives? Though the evidence
suggested this virus doesn't inflict severe disease
on children, there were reasons to believe
children were amplifying transmission. It's a role
they play to devastating effect during flu season,
becoming ill and passing flu viruses on to their
parents, grandparents, teachers, and caregivers.
While the new virus is from a different viral
family, its behavior was more like influenza than
its coronavirus cousins, SARS and MERS, making
experts wonder if it is doing the same. Flu is clearly
driven in part by schools. School closures could
become a reality if the US and other advanced
countries saw sustained transmission of the virus.
Initial predictions, which were backed up by data
from China, were reassuring. These viruses were
brutal on older adults — particularly the elderly.
But for some as yet unexplained reason, children
appeared to be spared the worst of the disease
(Branswell and Thielking).

Viruses can strike one group more severely
than another. The 1918 flu, which claimed 50
million lives worldwide, particularly affected young
adults. The Zika outbreak that raged through
Brazil in 2015-2016 had an especially devastating
effect on pregnant women, attacking the brains
of the fetuses they carried. This new coronavirus
appeared to get more dangerous with age. There
seemed to be this threshold - very few cases
were being reported by March 2020 below the
age of 35 but people in their 40s to 80s suffered
a mortality increase. A study that examined the
first 45,000 known cases in China found that 80%
of the reported cases appeared to be mild. The
other 20% of those diagnosed had moderate,
severe, or critical symptoms, including a hard
time breathing, pneumonia, and organ failure.
About 2.3% of overall infections were lethal.
Severe acute respiratory syndrome—commonly
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known as SARS-- was a similar virus that started
in China in 2002, also hit people over 60 the
hardest. More than 8,000 people contracted the
virus over eight months, nearly 10% of whom
died. With Covid-19, ages 1-9 accounted for just
1% of all Chinese infections, and none of the
deaths. Another 1% were ages 10-19. Of people
in their 70s who got the virus, 8% died, the study
found, along with nearly 15% of those 80 and
older. Early data suggested that men were more
vulnerable, as they accounted for just more than
half the cases, according to the Chinese Center
for Disease Control and Prevention. Infected men
died twice as often as infected women. Men might
have accounted for more cases because they
were tested more often, but the evidence was
not strong to make any good conclusions. It was
possible that because Chinese men are more likely
than women to be smokers, they could be hit
harder than women. A World Health Organization
study from 2019 found that 47.6% of Chinese men
smoke, compared to only 1.8% of Chinese women.
Women also generally mount stronger immune
responses than men. People with heart problems,
diabetes, or lung issues were also at a higher risk
for severe disease and death. Health care workers
also appeared to be at particular risk. At least 1,700
had become infected by March 2020 while treating
patients in China, most in Hubei province where
the outbreak began. Overall, nearly 15% of cases
among health workers were classified as severe
or critical, and five had died, including Li Wenliang,
a 34-year-old Chinese ophthalmologist who tried
to raise an early warning about the disease.
Health care workers were likely to be particularly
vulnerable either because they did not realize the
person they treated was infectious, did not wear
protective gear perfectly with every one of the
dozens of patients they treated, or because they
were exposed when they thought they were safe,
such as in dormitories where they slept. Being
run-down from the fight didn't help (Weintraub).

At this point, efforts focused on containment:
slowing the spread of the virus within China,
keeping it from being exported to other countries,
and, when patients do cross borders, aggressively
tracing anyone they were in contact with and
quarantining those people for two weeks. Public
health experts disagreed, however, about how
quickly the travel restrictions that marked the first

phase of the epidemic should be loosened. Some
countries banned all flights to and from China; the
United States quarantines anyone who has been
in hard-hit Hubei province and refuses entry to
foreign nationals if they had been anywhere in
China. Several countries also added restrictions
against South Korea and Iran. The restrictions
worked to some degree. “If we had not put a travel
restriction on, we would have had many, many,
many more travel-related cases than we have,”
Anthony Fauci said. But many epidemiologists
claimed that travel bans bought only a little
extra time, and WHO didn't endorse them. The
restrictions also come at a steep price. China’s
economy had already taken an enormous hit from
Covid-19, as has the airline industry. China also
exports many products, from pharmaceuticals to
cellphones, and manufacturing disruptions caused
massive supply chain problems. Furthermore,
China's domestic restrictions came at a huge
cost to individuals, says Lawrence Gostin, who
specializes in global health policy at Georgetown
University Law Center. (Cohen and Kupferschmidt).

From its earliest onslaught, the Covid-19
outbreak transformed how scientists
communicated about fast-moving health crises.
A torrent of data was released daily by preprint
servers that didn't even exist a decade ago, then
dissected on platforms such as Slack and Twitter,
and in the media, before formal peer review
began. Journal staffers were working overtime to
get manuscripts reviewed, edited, and published
at record speeds. The venerable New England
Journal of Medicine (NEJM) posted one Covid-19
paper within 48 hours of submission. Viral
genomes posted on a platform named GISAID
were analyzed instantaneously by an assemblage
of evolutionary biologists who shared their
phylogenetic trees in preprints and on social
media. The intense communication catalyzed an
unusual level of collaboration among scientists
that, combined with scientific advances, was
enabling research to move faster than during
any previous outbreak. An unprecedented
amount of knowledge was generated in the first
two months of the outbreak. Sluggish scientific
communication has often been a problem during
past outbreaks. Researchers sometimes sat on
crucial data until a paper was accepted by a high-
profile, peer-reviewed journal, because they were
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worried competitors might run with them. Even
if researchers were willing to share their findings
early, there wasn't a natural platform to do so. In
this new online system, scientists could post fresh
data rapidly and still get some credit, regardless
of where the work was ultimately published.
By early March 2020, more than 283 papers
had already appeared on preprint repositories,
compared with 261 published in journals. Two of
the largest biomedical preprint servers, bioRxiv
and medRxiv, were getting around ten papers
each day on some aspect of the novel coronavirus.
The deluge challenge for their small teams.
Much of that work, done by staff and outside
scientists, involves screening the submissions to
weed out pseudoscience and opinion pieces. The
manuscripts that make it through vary wildly in
quality. Anthony Fauci, head of the US National
Institute of Allergy and Infectious Diseases, says
he's so busy that he often reads preprints late
at night. “Eleven o'clock, 12 o’clock comes and
you have 25 of these things to read,” Fauci says.
“You can't ignore them.” But sometimes, “It gets
a little confusing what you can really believe.” It
was even harder for journalists and the public at
large. Much of the data was becoming part of an
“infodemic” of bad information. Still, the benefits
of rapid information sharing far outweigh the
disadvantages (Kupferschmidt).

Yet, the global Covid-19 march was beginning
to look unstoppable. A countrywide outbreak
surfaced in Iran, spawning additional cases in
Irag, Oman, and Bahrain. Italy put 10 towns in the
north on lockdown after the virus rapidly spread
there. An ltalian physician carried the virus to
the Spanish island of Tenerife, a popular holiday
spot for northern Europeans, and Austria and
Croatia reported their first cases. Meanwhile,
South Korea's outbreak kept growing explosively
and Japan reported additional cases in the wake
of the botched quarantine of a cruise ship. The
virus was spreading stealthily in many more
places. A modeling group at Imperial College
London estimated that about two-thirds of
the cases exported from China have yet to be
detected. Yet, the World Health Organization
(WHO) still avoided using the word “pandemic”
to describe the burgeoning crisis today, instead
talking about “epidemics in different parts of the
world.” But many scientists say that regardless

of what it's called, the window for containment
was almost certainly shut. “It looks to me like this
virus really has escaped from China and is being
transmitted quite widely,” says Christopher Dye,
an epidemiologist at the University of Oxford. “I'm
now feeling much more pessimistic that it can be
controlled.” In the United States, “disruption to
everyday life might be severe,” Nancy Messonnier,
who leads the coronavirus response for the US
Centers for Disease Control and Prevention,
warned in late February. “We are asking the
American public to work with us to prepare for the
expectation that this is going to be bad” (Cohen
and Kupferschmidt).

Politicians all over the world embraced war
metaphors to describe the global pandemic.
Covid-19 was the enemy. In the United States,
President Donald Trump called himself a
“wartime president,” and in New York, Governor
Andrew Cuomo referred to health-care workers
as “troops,” even though many frontline health
workers object to the characterization. With
deaths growing at an exponential rate, and
millions having lost jobs and livelihoods, the
metaphor may seem to fit: disease, like war,
calls for sacrifice and battle. Language has
consequences, however, and war is a loaded
term. Metaphors of war prove useful to
authoritarian regimes that clamp down on dissent
and exploit public fear to consolidate power.
They also support the use of police and military
forces to impose quarantines, curfews, and other
public health measures. Most governments have
mobilized such forces, and many have concluded
that a punitive approach—using arrests, fines,
and intimidation—is necessary to protect public
health (Wise).

But is it? Physical-distancing measures—such as
staying home, wearing masks, washing hands, and
closing non-essential businesses—were necessary,
but their enforcement could be humane, allow
for exceptions, and should not unnecessarily
involve armed personnel. After all, the war with
Covid-19 is likely to be protracted. Researchers
have warned that social-distancing measures
such as stay-at-home orders may be necessary—
intermittently, one hopes—well into 2022. And
these orders are not easy for everyone to obey.
Some people don't have homes. For others, home
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is not a safe place, and for many, staying home
is an unaffordable luxury. Saving lives during
this pandemic will require a different approach
from simply “policing bad behavior.” Individual
failures are not driving high rates of infection—
rather, the infection reveals structural failures
in the manner in which societies are organized.
Those whose employment is precarious and
who cannot afford to stay home—because they
lack paid sick leave or because they have been
designated “essential workers” but nonetheless
lack protective equipment—struggle to protect
themselves and their families. Those in congregate
settings, such as nursing homes, prisons, and
homeless shelters, depend on others to reduce
their risk of infection. The data in the US, although
incomplete, tell a clear story. Death and illness
are concentrated among people of color and in
neighborhoods where a large majority are poor.
African Americans account for 13% of the country’s
population but fully 30% of confirmed Covid-19
cases, according to the CDC. Hispanics and Latinos
account for 18% of the population and 24% of
confirmed cases. The United States is not alone in
recording such health inequities. In the UK, only
14% of the population identifies as black, Asian,
or minority ethnic, but this population accounts
for more than a third of the country’s cases of
Covid-19 by April 2020. Even in Sweden, with its
egalitarian reputation, poor neighborhoods where
the vast majority of residents are immigrants
have the highest rates of infection and death.
The militarization of the Covid-19 response was
particularly troubling in light of these disparities—
and in light of the experience many communities
of color and immigrants have had of excessive
surveillance and violence at the hands of police.
Because law enforcement is so differentially
received among different people, its use as a
tool of public health could have the unintended
consequence of undermining health policy and
provoking noncompliance. Such attitudes can
have serious public health implications. Research
from the Ebola epidemic in Liberia showed that
those who distrusted government took fewer
precautions against the disease and were less
compliant with government-mandated social-
distancing policies. In April, the United Nations
issued a report underlining the importance of
respecting human rights in the global struggle
against the novel coronavirus. Citing widespread

recent incidents of discrimination and excessive
use of force, the report warned that emergency
measures, especially if applied with a heavy hand
or disproportionately, could undermine the entire
pandemic response (Wise).

On Sept 22, 2020, President Trump gave a
combative address to the UN General Assembly
referring to the coronavirus as the “China virus”.
He demanded that China be held accountable for
“unleash[ing] this plague onto the world". Chinese
President Xi Jinping, who addressed the General
Assembly after Trump, urged nations affected
by Covid-19 to “follow the guidance of science...
and launch a joint international response to beat
this pandemic”. He added that “any attempt of
politicizing the issue or stigmatization must be
rejected”. As of October 2020, China had confirmed
90,604 cases of Covid-19 and 4,739 deaths, while
the US had registered 7,382,194 cases and 209,382
deaths. The UK has a population 20 times smaller
than China, yet it has seen five times as many
cases of Covid-19 and almost ten times as many
deaths (Burki).

All of which raises the question: How did China
manage to wrest control of its pandemic? Despite
being the first place to be hit by Covid-19, China
was well-placed to tackle the disease. It has a
centralized epidemic response system. Most
Chinese adults remember SARS and the mortality
rate that was associated with it. The society was
very alert as to what can happen in a coronavirus
outbreak. Other countries did not have such fresh
memories of a pandemic. Ageing parents tend
to live with their children, or alone but nearby.
Only 3% of China's elderly population live in care
homes, whereas in several western countries, such
facilities have been major sources of infection. The
speed of China's response was the crucial factor.
They moved quickly to stop transmission. Other
countries, even though they had much longer to
prepare for the arrival of the virus, delayed their
response and that meant they lost control. Wuhan
was placed under a strict lockdown that lasted
76 days. Public transport was suspended. Soon
afterwards, similar measures were implemented
in every city in Hubei province. Across the country,
14,000 health checkpoints were established at
public transport hubs. School re-openings after
the winter vacation were delayed and population
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movements were severely curtailed. Dozens of
cities implemented family outdoor restrictions,
which typically meant that only one member of
each household was permitted to leave the home
every couple of days to collect necessary supplies.
Within weeks, China had managed to test nine
million people for Covid in Wuhan. It set up an
effective national system of contact tracing. By
contrast, the UK's capacity for contact tracing was
overwhelmed soon after the pandemic struck the
country. As the world's largest manufacturer of
personal protective equipment, it was relatively
straightforward for China to ramp up production
of clinical gowns and surgical masks. Moreover,
the Chinese readily adopted mask wearing.
Compliance was very high compare to the US.
While the virus was surging, people still refused
to wear masks. Even in late September, President
Trump treated Joe Biden's mask-wearing as a
weakness to be ridiculed. Drones equipped with
echoing loudspeakers rebuked Chinese citizens
who were not following the rules. Then, state-
run Xinhua news agency has released footage
taken from the drones. In the UK, 150,000 people
were permitted to attend a horse racing meet
in mid-March, 10 days before the country went
into lockdown. In August, 460,000 Americans
congregated in Sturgis, South Dakota, for a
motorcycle rally. Wuhan opened three so-called
Fangcang hospitals in February 2020. Another
13 would appear over the next few weeks. The
hospitals were established within public venues
such as stadiums and exhibition centers and were
used to isolate patients with mild-to-moderate
symptoms of Covid-19. Patients who started to
show symptoms of severe disease were quickly
transferred to conventional hospitals. The network
of Fangcang hospitals, which held 13,000 beds,
meant that patients with Covid-19 did not have
to isolate at home, which reduced the risk of
family members becoming infected. By March,
the Fangcang hospitals were no longer needed.
From around the same time, the focus of China's
countermeasures shifted from controlling local
transmission to preventing the virus from taking
hold as a result of imported cases. Those who
entered the country were tested and quarantined.
A modelling study calculated that the public health
actions undertaken by China between in the month
of February alone may have prevented as many as
four million infections and 56,000 deaths (Burki).

Still, it does not necessarily follow that China's
response to the pandemic is generalizable. “As
each country has its own health system and
epidemic curve, measures implemented in one
country may not be easily replicated by another”,
points out Imperial College London's Han Fu.
“Other factors such as coordination between
government sectors and civil compliance with
regulations may also affect the effectiveness
of the response”. Much also depends on each
nation's conception of civil liberties. Gregory
Poland, director of the Vaccine Research Group
at the Mayo Clinic said, “In China, you have a
combination of a population that takes respiratory
infections seriously and is willing to adopt non-
pharmaceutical interventions, with a government
that can put bigger constraints on individual
freedoms than would be considered acceptable
in most Western countries... Commitment to the
greater good is engrained in the culture; there
is not the hyper-individualism that characterizes
parts of the US, and has driven most of the
resistance to the countermeasures against the
coronavirus.” Poland noted that the Chinese
accept the notion that disease control is a matter
of science. “China does not have the kind of
raucous anti-vaccine, anti-science movement that
is trying to derail the fight against Covid-19 in the
USA", he said (Burki).

Everything done in China to prevent the spread
of coronavirus was done with a heavy hand. It was
necessary to waste as little time as possible. A
heavy hand to force people to do what is right may
not always be the answer, but it was the invisible
hand of the free market may have done the most
damage. The US is the world's richest country, and
home to 10 of the 20 largest diagnostic companies
in the world. And yet, it not only has suffered
more deaths from Covid-19 than any other
country, but also remains highly vulnerable to a
continued escalation. The reason is simple: there
are not enough diagnostic tests. During a disease
outbreak, medicines and vaccines understandably
get a lot of attention. But diagnostics are effectively
a first line of defense against transmission,
particularly for a disease like Covid-19, which
can be spread by asymptomatic carriers. As the
divergent experiences of the US and South Korea
show, testing can be the difference between
containment and catastrophe. The Covid-19
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outbreak began on a similar trajectory in both
countries, with the number of confirmed cases
increasing at a comparable rate. But South Korea's
government quickly acted to create a market for
rapid innovation and fulfillment of testing demand,
boosting its capacity to 15,000 tests per day and
establishing unique ways to conduct them. As of
March 20, South Korea had carried out more than
300,000 Covid tests—a rate exceeding 6,000 per
million inhabitants — despite being home to none
of the 20 largest diagnostics companies. Just over
two weeks after reaching 100 confirmed cases,
the country flattened its curve, with very few — if
any — new cases per day. In the US, by contrast,
delayed government intervention left markets
in charge of meeting accelerating demand. As of
March 20, the country had performed roughly
100,000 tests — about 300 per million people.
New cases -— and the death toll — continued to
rise. Simply put, swift government intervention
worked in South Korea, whereas the market's
invisible hand failed in the US. Globally, the
development of diagnostics has long been left to
markets, many of which are highly specialized.
But while there are diagnostics markets for major
infectious and non-infectious diseases, and even
neglected tropical diseases, there is none for
pandemic diseases. Governments can of course
counteract market deficiencies, but the commonly
used mechanisms still require a trace level of
demand, which does not exist for pandemic-
disease diagnostics until the brink of an outbreak.
And national governments, subject as they are
to political and ideological constraints, cannot
be relied upon always to create markets with the
same swiftness demonstrated by South Korea.
Reactive market creation is therefore not the way
forward. Instead, national governments should
support the creation of a global coordinating
platform for pandemic preparedness. Such a
platform can take the lead in raising and pooling
capital to channel toward rapid development,
production, and distribution of diagnostics for
pandemic diseases (Silva and Braunstein).

Politics and Polls

Covid-19 has affected almost every country
around the globe. As of this writing, the World
Health Organization has confirmed cases in 216
countries and, a total that represents more than
85% of 251 entities recognized by the United
Nations. Yet each government has responded
differently to the coronavirus pandemic —
including how data on the disease have been
shared with each country's citizens. The
selectiveness with which governments release
information about the number of confirmed cases
and the deaths caused by the coronavirus suggest
techniques of “bio-power” may be in play. French
philosopher Michel Foucault invented the concept
of bio-power in his lectures at the College de
France in 1977-78. He defined bio-power as a "set
of mechanisms through which the basic biological
features of the human species became the object
of a political strategy, of a general strategy of
power." Foucault found an early example of bio-
power in the smallpox vaccine developed by
the end of the 18th century — one of the first
attempts to manage populations in terms of the
calculus of probabilities under the banner of public
health. A balanced take on Covid-19 and a proper
course of action to deal with the pandemic means
the information provided by governments must
be complete, valid and reliable. Unfortunately,
that is not happening in many cases. When
examining how some countries have responded
to the pandemic, bio-political factors should be
considered. This includes how governments are
collecting and sharing data about the coronavirus.
For example, in addition to being the only source
of information about Covid-19, the Russian
government also took every effort to protect its
monopoly on the production and dissemination
of the relevant data. Anyone who attempted to
collect and disseminate Covid-19 figures without
having a "license to inform" faced criminal
charges for being an agent provocateur. A group
of medical doctors in Chechnya, the previously
rebel region in the Caucasus now under the tight
control of the central government, attempted
to complain about the lack of preparedness to
combat the coronavirus. They were promptly
accused of "provocations" and forced to deliver
public apologies. According to government data,
Russia has one of the lowest Covid mortality rates
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in the world, less than 1%. (The US reports a 6%
mortality rare; Italy, France and the U.K. are in
the range of 14-15%). Either the Russians have an
exceptionally strong immune system or something
is wrong with the way the government counts
the deaths. The gap between the number of
officially acknowledged Covid-19 cases and deaths
may have political explanations: the pandemic
interferes with the political agenda in Russia.
Putin made the gambit of accepting high (but not
necessarily accurate) figures of Covid-19 infections
and simultaneously doing everything possible
to under-report the true number of Covid-19-
related deaths. If successful, he would be able
to claim credit for handling the crisis better than
other world leaders. On the other hand, Canada's
figures do not look controversial at first sight. The
country has neither an exceptionally high number
of Covid-19 cases nor an exceptionally high
mortality rate (7.5%). But that doesn't mean there
aren't potentially some elements of bio-power at
play. Canada's government chose to complicate
the task of comparing the Covid-19 figures across
its provinces and territories. The government's
Covid website only included the aggregate data
and no death statistics. Comparing the responses
of each province requires an examination of 13
different provincial websites, which have various
formats of reporting the relevant figures. Access-
to-information requests are not of great help here
either, despite the fact that there are access-to-
information acts both at the federal and provincial
levels, and the government has full discretion
what information concerning the virus to release.
This means that in Canada, bio-politics manifests
itself through the fuzziness of information and,
in the absence of clear information, the public is
expected to uncritically accept the actions of their
governments (Oleinik).

Shortly after the outbreak began, China's
allies described the country’s fight against the
coronavirus as a story of pride. One Sudanese
diplomat said, “The world has witnessed China
working under the leadership of President Xi
Jinping in harmony and setting unprecedented
measures to control the epidemic. Chinese people
lining up behind their leadership, providing a
good example to the world that the Chinese
social system is one of the best in the history of
humanity. It was for China to prove to the world

through the management of the challenges
accrued during the outbreak that its development
and advancement to the top of the global system
is real and based on a solid foundation of mutual
trust between the nation and the leadership of
the Communist Party.” He added that in spite of
all kinds of sympathy and support that China has
received when faced with the outbreak, the world
has still noticed that many traditional international
powers have used the current situation in China
as an opportunity for cheap political propaganda.
China's battle against coronavirus was a concern
for humanity, not a childish global leadership
competition. It is obvious that China won the
battle against the coronavirus, but on the moral
front. “It is a foregone conclusion that China is
capable and has the ability to handle all current
and future challenges in a collective and organized
manner. This hard chapter in Chinese history
will definitely make it even much stronger. Their
leadership model of communication during crises
will become an example to be followed by the
rest of the world” (Elmansour). Of course, not all
countries are as in control of their bio-power as
Chinais.

In the US, Covid-19 information is disseminated
by government agencies, universities, and the
media. Various levels of governments remain
the ultimate source of the reported figures, but
how accurate are those figures? The US now has
the most confirmed cases and deaths caused
by Covid-19. While this can be explained by a
late response to the pandemic and the lack of
universal health care coverage, the political
stakes in the Covid-19 crisis were also very
high. The social and economic crisis caused by
the pandemic was a major factor in the 2020
elections. In an effort to shift attention from
his administration's response, President Trump
indicated China should be blamed for the crisis.
The high number of infections and deaths
contribute to a feeling of fear and insecurity
— which from a bio-power perspective helped
Trump sell his message (Oleinik).

Americans continue to pay close attention
to news about the coronavirus outbreak both
nationally and locally. In doing so, they relied on
a broad mix of media, government and other
providers of news. But the continuous news churn
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had an impact. According to a Pew Research
Center survey conducted in late April, the majority
of Americans said they needed to take breaks
from it, many said the constant news flow it made
them feel worse emotionally and half said they
found it difficult to sift through what was true and
what is not, according to the survey. About nine-
in-ten Americans (87%) were following coronavirus
news fairly or very closely, a figure roughly on par
with the previous month. In getting this news,
more than half the public (56%) said national news
outlets were a major source, and nearly as many
(51%) said this of public health organizations and
officials. Local news outlets were a major source
of Covid-19 news for 46% of the public, while 36%
said state and local elected officials were a major
source for them. About three-in-ten US adults
(31%) said President Donald Trump and the White
House coronavirus task force were a major source
of news about the outbreak. Americans were
focusing their attention on both national and local
news related to the pandemic. Half of Americans
said they found it difficult to determine what was
true and not true about the outbreak, while 49%
say they found that task easy. And close to two-
thirds of adults (64%) said they had seen at least
some news and information about the coronavirus
that seemed completely made up (Mitchell et al.).

Within the rapid flow of news and information
has been a stream of claims about Covid-19
- some with spotty evidence, some closer to
speculation and still others deemed by experts
to be actively dangerous. The Pew survey asked
about six of these purported treatments or causes
to get a sense of how widely they had reached
across the US. Of the six, Americans were most
likely to be familiar with the claim that use of the
anti-malaria drug hydroxychloroquine could be
useful in treating the virus: 44% have heard a lot
about this. Three-in-ten US adults had heard a
lot about the use of plasma transfusions from
recovered patients as a treatment. Fewer heard
a lot about vitamin C as a prevention (15%). In
the survey, only 3% said they had heard a lot
about the widely discredited claim that drinking a
form of diluted bleach sometimes called “miracle
mineral solution” was a way to treat current
cases. (The majority of the survey was completed
before President Trump’'s comments about
using disinfectants to treat the virus on April 23.)

More broadly, 59% of Americans say at-home
treatments for serious cases of the coronavirus
were not too or not at all effective; 38% say
they are somewhat or very effective. Americans
did express a fair amount of knowledge about
some of the basic elements of one of the first
actions taken by the federal government to help
limit damage from the economic downturn: the
CARES Act, signed into law by President Trump
on March 27. About nine-in-ten (91%) knew the
bill includes US$1,200 for many American adults,
about half (51%) identify the amount of money
with the aid package as either US$2 trillion or
US$2.5 trillion and nearly two-thirds (64%) knew
it increased unemployment benefits. Still, there
was confusion about what else might and might
not be in the fast-moving legislation. While 52%
knew the bill did not include federal aid for
undocumented immigrants, another 40% weren't
sure and 7% thought it did. Few Americans (8%)
incorrectly said the bill included pay raises for
members of Congress, but 54% say they were not
sure (Mitchell et al.).

In the US, attitudes about the Covid outbreak
differ widely by political party affiliation. But
among Republicans, opinions also differ
considerably by source of news. Republicans and
GOP-leaning independents who relied most on
President Donald Trump and his coronavirus task
force for news about Covid-19 - one of 10 news
sources the Center asked about - stand out in
several ways in their attitudes about the outbreak.
For example, 89% of Republicans in this group said
the US had controlled the outbreak as much as it
could have, compared with 59% of Republicans
who don't rely most on Trump and the task force.
Republicans who turn to Trump for coronavirus
news were also more likely than other Republicans
to say the pandemic had been overblown, that
Trump was getting the facts about the outbreak
right and that public health organizations were
not getting the facts right (The poll was fielded
before Trump tested positive for the virus and
was hospitalized). Republicans who rely most
on Trump and the task force for Covid-19 news
were more likely than other Republicans to say
the outbreak has not merited the attention it has
received. About two-thirds in that group (65%)
said news organizations were giving Covid-19
too much attention. That compares with 55%
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of other Republicans. On a related question,
75% of Republicans who rely most on Trump
and his task force for coronavirus news said the
outbreak had been made a bigger deal than it
really was, compared with 63% of Republicans
who don't rely most on Trump and the task force.
Differences also emerge around whether various
actors were getting the facts right during the
pandemic. Among Republicans who rely most on
Trump for coronavirus news, 70% said he and his
administration got the facts right almost all or
most of the time. Among other Republicans, far
fewer (39%) say the same (Jurkowitz and Mitchell).

Economic Ramification

While it was difficult to predict how the
international financial markets would react to
Covid's impacts, what the markets did suggest
shortly after the first Covid case crossed the US
shoreline was a world that was extremely anxious.
There was a degree of anxiety in late February
that was well beyond the health scares. To counter
these fears, “Governments need to spend at this
point in time to prevent the kind of meltdown
that could be even more damaging than the one
that is likely to take place over the course of the
year,” Richard Kozul-Wright, Director, Division
on Globalization and Development Strategies
at UNCTAD, insisted. One “Doomsday scenario”
in which the world economy grew at only 0.5%,
would involve “a US$2 trillion hit” to gross
domestic product, he said, adding that collapsing
oil prices had been “a contributing factor to that
growing sense of unease and panic.” Kozul-Wright
said it was important not to let grim milestones
such as passing the infection rate of 100,000
worldwide, sap resolve to contain the disease,
stressing that 93% of deaths at that point been in
just four countries. It would be “the first pandemic
in history that could be controlled. “The bottom
line is, we are not at the mercy of the virus,” he
added (UN).

The Covid-19 pandemic was a global shock ‘like
no other’, involving simultaneous disruptions to
both supply and demand in an interconnected
world economy. On the supply side, infections
reduce labor supply and productivity, while
lockdowns, business closures, and social

distancing also cause supply disruptions. On the
demand side, layoffs and the loss of income (from
morbidity, quarantines, and unemployment) and
worsened economic prospects reduce household
consumption and firms' investment. The extreme
uncertainty about the path, duration, magnitude,
and impact of the pandemic created a vicious cycle
of dampening business and consumer confidence
and tightening financial conditions, which lead to
job losses and investment (Chudik et al.).

Mark Zandi is the chief economist at Moody's
and an analyst highly regarded by both US
political parties. He is a man not generally prone
to hyperbole. In early March, Zandi immediately
reached for the metaphor of a devastating natural
disaster to describe the toll that the pandemic
would take on commerce—the businesses it
would destroy, the jobs it would wipe out, the
retirement nest eggs it would crack and shatter.
That there will be economic pain was already
clear. By May 2020, the stock market lost more
than one-third of its value, giving up all of the
considerable gains it made since President Donald
Trump took office in 2017. The urgent call for
social distancing across much of the country
forced the closure of just about any business
where human beings congregated. The restaurant,
live-entertainment, tourist, and airline industries
were being crushed. Public and private mass-
transit systems—many already unprofitable—
began facing budgetary crises. State and local
governments, legally required not to run a deficit,
would soon be overwhelmed both by the strain
on their public-health systems and by the ensuing
burden on their balance sheets. Yet the full scope
of the economic ramifications of the coronavirus
was, like its cascading effect on the health-care
system, only just beginning to become apparent.
Goldman Sachs was expecting a 24% drop in the
second quarter. To put the data in perspective:
These second-quarter forecasts would mean the
deepest, fastest drop in economic activity since the
government began calculating the nation's GDP on
a quarterly basis in 1947. Before that, the worst
three-month plunge was 10% in early 1958, which
happened to coincide with a flu pandemic that
began the year before. Under the Goldman Sachs
estimate, the jobs gone would total 14 million. By
comparison, a rough total of about 8.7 million jobs
disappeared in the Great Recession, but those
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losses were spread out over years. This would
occur in a single springtime. And whatever data
the government produces would likely understate
the true reality of the economic hit, because
the unemployment rate measures only people
who are actively looking for work. Unemployed
waiters might not apply for jobs when all the
restaurants are closed. Neither, in all likelihood,
would many hotel staff, casino workers, theater
ushers, or others. Yet what was scariest about
the new economic projections was that they
were probably too rosy. A federal-government
plan to combat the pandemic estimated that it
could last 18 months and hit in “multiple waves”
that would require some degree of prolonged
social distancing. If there was any hope in this
dark outlook, it was that the federal government
likely had more power to soften the economic
blow than it did to contain the virus. And unlike
during the last economic crisis, in 2008 and 2009,
both parties were in general consensus about
the scope of the fiscal response required. With
warnings that the unemployment rate could hit
a staggering 20% — by far the highest since the
Great Depression—if Congress didn't act. Trump
and his advisers called for US$1 trillion or more in
stimulus spending (Berman).

America was not alone. The Covid-19 pandemic
pushed the entire world into a recession. The
economic damage was mounting across all
countries, tracking the sharp rise in new infections
and containment measures put in place by
governments. China was the first country to
experience the full force of the disease. European
countries such as Italy, Spain, and France were
next, followed by the United States where the
number of active cases grew even more rapidly.
In many emerging market and developing
economies, the epidemic appears to be just
beginning. In Italy, the first country in Europe to be
severely hit, the government imposed a national
lockdown on March 9 to contain the spread of the
virus. As a result, attendance in public places and
electricity use declined dramatically, especially
in the northern regions where infection rates
have been considerably higher. The economic
consequences of the pandemic impacted the
United States with unprecedented speed and
severity. In the last two weeks in March almost
10 million people applied for unemployment

benefits. Such a sharp and staggering increase
has never been seen before, not even at the peak
of the global financial crisis in 2009. Disruptions
caused by the virus rippled through emerging
markets. After showing little movement early in
the year, April indices from purchasing manager
surveys (PMIs) were pointing to sharp slowdowns
in manufacturing output in many countries,
reflecting drops in external demand and growing
expectations of declining domestic demand.
On a positive note, China was seeing a modest
improvement in its PMI after sharp declines early
in the year, despite weak external demand. The
modest improvement in economic activity in China
was reflected in daily satellite data on nitrogen
dioxide concentrations in the local atmosphere—
a proxy for industrial and transport activity (but
also the density of pollution as a by-product of
fossil fuel consumption). After a steep decline
from January to February during the acute phase
of the pandemic, concentrations increased as
new infections fell, allowing China to gradually
relax its strict containment measures. The
China recovery, albeit limited, was encouraging,
suggesting that containment measures could
succeed in controlling the epidemic and pave the
way for a resumption of economic activity. But
there was huge uncertainty about the future path
of the pandemic and a resurgence of its spread in
China and other countries could not be ruled out
(Bluedorn et al.).

To stem further spread of the virus, authorities
around the world implemented measures to lock
down countries and cities to varying degrees. That
included closing borders, shutting schools and
workplaces, and limiting large gatherings. Those
restrictions, which the International Monetary
Fund called the “Great Lockdown,” brought much
of global economic activity to a halt, hurting
businesses and causing people to lose their jobs.
This was a truly a global crisis as no country is
spared. By April 2020, many economists warned
that lockdown measures around the world would
accelerate job losses. More than 26 million jobs
were lost over a five-week period starting in mid-
March in the US. The country’'s unemployment
rate of 4.4% in March was the highest since August
2017. The US was not alone in dealing with rising
unemployment. Australia and South Korea also
registered an uptick in unemployment rates,
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with some economists warning that the situation
could become far worse. But both countries
reported sharp declines in retail sales as lockdown
measures during the pandemic forced many stores
to shut and kept consumers at home. A surge in
online sales reported by some retailers, such as
Amazon, failed to stem the overall fall. Economists
warned that consumers may not resume spending
even after lockdown measures were lifted. That
was evident in the “slow improvement” in retail
sales in China even after the country allowed a
gradual reopening of businesses, said analysts
from Oxford Economics. “The slow improvement
in household spending underpins our view that,
globally, consumers are unlikely to rush back to
the shops as soon as restrictions are lifted,” they
wrote in a report. A broader hit to the services
industry was observed globally, with businesses
in the transportation, real estate, and travel
and tourism sectors experiencing some of the
largest declines in activity. Manufacturers, already
weighed down by the US-China trade war, once
again came under pressure as the coronavirus
spreads around the world. The Covid-19 pandemic
first hit manufacturers outside China that rely on
factories in the Asian economic giant for materials
and parts — also known as “intermediate goods”
— to make their own products. Chinese factories
suspended operations for longer than expected as
authorities worked to contain the virus. As more
countries impose lockdown measures, a greater
number of manufacturing firms were hit. Some
were forced to temporarily shut down, while those
that remained open faced restrictions in getting
their supply of intermediate goods and materials.
On top of that, a reduction in demand for goods
exacerbated the challenges that manufacturers
face. As a result, factories across the US, Europe,
and Asia reported declines in output. Global trade,
which was already slowing in 2019, was expected
to be weighed down into 2021. The World Trade
Organization, in its April 2020 forecast, said global
trade volume could plummet by 12.9% or 31.9%
in 2020 — depending on the trajectory of the
global economy “Under both scenarios, all regions
will suffer double-digit declines in exports and
imports in 2020,” the WTO said. The coronavirus
pandemic’s hit to economic activity has led many
institutions to slash their forecasts for the global
economy. The International Monetary Fund, whose
assessment of the economy is widely followed,

expected the global economy to shrink to 3% in
2020. Only a handful of economies — such as
China and India — were expected to grow in 2020.
While the fund penciled in a rebound of 5.8%
growth in 2021, it said that recovery is “only partial
as the level of economic activity is projected to
remain below the level we had projected for 2021,
before the virus hit... The cumulative loss to global
GDP over 2020 and 2021 from the pandemic crisis
could be around US$9 trillion, greater than the
economies of Japan and Germany, combined (Lee).

According to the Covid-19 and Peace report
released in July 2020 by the Institute for Economic
Peace (IEP), the US GDP fell 1.2% from the prior
year in the first quarter of 2020 - an annualized
decline of 4.8%. The euro area experienced a
significant decline of 3.8%, while China’s production
decreased by 9.8%, which was equal to an annual
rate decrease of 34%. When it became obvious that
the contagion would not be constrained to East
Asia in February 2020, global financial markets were
severely affected by the Covid-19 crisis as evidenced
by the Morgan Stanley Capital International (MSCI)
World stock index decreasing by 34%. The global
stock markets recovered after March, but there
were expected to be more downswings. The
extent of this epidemic and economic instability
may have been misinterpreted by the financial
markets. Furthermore, the increased funds for
more investment have been the result of the
stimulus programs and lowered interest rates.
The emergence of different tendencies among
corporate and government bonds was a reaction
to the uncertainties brought about by the crisis.
Since the private sector was confronting more
risks there was a swift increase in yields while
long-term government bonds saw a decrease
in yields along with their prices rising. Several
organizations released projections and estimates
to help stakeholders gain insight into the severity
of the economic recession. The IMF expected rapid
economic decline of 3% for the world economy in
2020 and recovery in 2021. The expected decline
is serious for North America and Europe’s main
developed economies along with China and
India projecting to not contract. These forecasts
are being made under the assumption that the
pandemic would be contained, rapidly overcoming
trade conflicts and the rising availability of capital to
ease the global crisis (Bekmirzaev, Outlook).
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More countries are likely to reduce their
peacekeeping commitments as their economies
contract. Reduced international aid will also
negatively impact countries who are heavily reliant
on it such as Liberia, Afghanistan, Burundi and
South Sudan that are vulnerable and experiencing
conflicts. Most nations would have trouble funding
costly initiatives like in Syria or in Iran, assisting
militias like Hezbollah for neighboring Yemen,
Turkish and Russian assistance. The combined
decline in finance, transport and businesses
contributed to a decrease in global oil prices.
These markets were already adversely affected
by an inadequate supply from Russia and Saudi
Arabia, which were unable to find consensus on
output restrictions. For the first time in memory,
the crude oil price became negative in April 2020.
The market crashed so quickly that purchasers
were being paid to clear surplus inventory by the
overstocked suppliers. Thanks to the manner in
which potential contracts are written, the negative
price was short-lived, and oil prices quickly
returned to positive territory. The extraordinary
event nonetheless reflected a worldwide
deterioration in demand. This dramatic drop in
oil prices will have an impact on the Middle East
political regimes, especially Saudi Arabia, Iraq and
Iran, and may contribute to the collapse of the
US shale oil industry unless oil prices rebound
to their previous levels. The national security
and humanitarian crisis in Venezuela have been
aggravated by the pandemic and poor oil markets.
This has also contributed to the adoption of strict
border controls in Colombia, Brazil and other
countries with regard to Venezuela which has
resulted in additional difficulties for Venezuelans.
Central banks, in an attempt to alleviate the
economic effects of this pandemic, cut down
funding to the banking sector in hopes of reducing
the debt repayment costs for businesses and
families. Nevertheless, relatively low levels of
interest until Covid-19 would ensure that cuts in
levels would not offer global economies enough
stimulus. Countries like Brazil, Argentina, Pakistan
and Venezuela might not have the ability to
get a sufficient amount of loans to help their
economies rebound which may result in more
unrest, instability and violence. The pandemic has
caused chaos on labor markets. As a consequence
of business sector shutdowns and social isolation,
unemployment levels have grown dramatically

worldwide. Consequently, many nations also
expected a rise in unemployment. Countries
with high unemployment until the pandemic
experienced a downturn in their economies, as
unemployment rose in a moment of vulnerability.
Countries with low degrees of long- or short-term
unemployment, by comparison, found absorbing
the effects of this pandemic and reassigning their
workforce afterwards to vital industries easier.
One of the big consequences of the global crisis
has been the demonstration of how the world
relies on China for the supply chain of many
goods. Japan and India are paying businesses
to shift production away from the PRC. Chip
manufacturers, such as Intel, have committed
themselves to the construction of more factories
in the United States. China’s failure in production
during the pandemic quarantine has shown the
dangers of overreliance on single manufacturing
points. Its Asian neighbors will be the main
beneficiaries of the production shift away from
the PRC, however this process can take years or
even decades to happen as it takes time to switch
supply chains (Bekmirzaev, Ramifications).

The economic impact of Covid-19 on the
industrial sector ultimately depends on how the
crisis affects manufacturing firms. The extent
of firms’ productive capacities, their degree of
integration in domestic and global production
networks and the type of market they serve are
important factors that determine the extent of
the pandemic’s impact on firms. Accordingly,
some firms (and countries) are better suited
to quickly respond and adapt their operations,
thus reducing the shock’s overall effect on their
profits, cash flow and staff. To gain a better
understanding of the pandemic’s socioeconomic
impact on developing countries, UNIDO conducted
a survey of manufacturing firms in nine emerging
economies in Asia. The survey was conducted
online between April and July 2020 in collaboration
with governments, business chambers and other
agencies in the participating countries. The results
obtained promised new insights into the distinct
impacts of Covid-19 on countries, industries and
firms, as well as into the main responses adopted
by governments and firms. On average, over half
of the firms surveyed predict a significant fall in
profits, and one in five expects massive job cuts.
Firms in Indonesia, Mongolia, Bangladesh and
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Afghanistan are the most pessimistic: the share
of firms in those countries anticipating extreme
losses in profits and jobs lie above the regional
average. A large number of firms in Cambodia and
Pakistan also expect record-high layoffs, although
they are less pessimistic in terms of profits. Firms
in Viet Nam, Malaysia and Thailand tend to be
more optimistic in general. The share of firms
that expected a sharp decline of both profits and
jobs is lower in those countries than the regional
average. The pandemic’s short-term economic
impacts on industrial production tend to reflect the
stringency of governments’ containment policies.
Countries that introduced stricter containment
measures also experienced sharper drops in
industrial activity. Results at the firm level support
this conclusion too. The share of firms anticipating
massive layoffs rose with the level of stringency
of the country’s containment policies. Nine Asian
countries can be grouped according to the relative
stringency of their containment measures and the
expected impact on jobs compared to regional
averages. It is assumed that countries that have
adopted very stringent measures (e.g. Bangladesh,
Mongolia and Afghanistan) experienced massive
job cuts, while employment loss in countries with
less stringent measures in place is expected to
be low (e.g. Malaysia and Viet Nam). Interestingly,
some countries have implemented very stringent
containment measures but only registered a
low impact on jobs (e.g. Thailand and to a lesser
extent Pakistan), while countries that adopted
less stringent policies recorded high job losses
(e.g. Indonesia and Cambodia). This indicates that
containment policies may explain part of the story,
but certainly to do not tell the entire story. Other
factors clearly play a role in the heterogeneous
economic impact the pandemic is having on
manufacturing firms across countries. To weather
the economic downturn caused by Covid-19,
manufacturing firms around the globe needed
government financial assistance and support.
Many governments have already implemented
a wide range of policies, including exchange rate
adjustments and balance of payment measures, as
well as monetary and fiscal policies. A UNIDO survey
of policymakers in 20 African countries found that
a wide range of policies has been implemented in
different countries. Tax deregulation and deferral
as well as debt payment relief measures are among
the most frequently mentioned policies. Evidence

shows that medium- to long-term measures
are playing an increasingly important role in the
Covid-19 policy mix, with the aim of reorientation
of businesses to better prepare them for the ‘new
normal’ in the post-Covid world. The underlying
rationale is that recovery from this shock will not
allow for a return to pre-crisis business as usual
(Bekmirzaev, Looking).

Vaccines

Even before coronavirus broke out in 2019,
pharmaceutical companies were working on
designs for vaccines they could quickly adapt
to a pandemic strain of virus. Their work paid
off in some of the new Covid-19 vaccines being
tested and prepared for rollout has illustrated.
International collaboration was vital to quickly
producing a Covid-19 vaccine to save lives
worldwide. Since the outbreak of the novel
coronavirus, multiple groups of researchers
around the world have been working hard to find
the cure or treatment as early as possible. Some
were more successful than others. Every region
needed the vaccine. Some countries tried to make
their own while others cooperated and negotiated
for their supply.

Dina Ben-Yehuda, dean of the medicine
school at Hebrew University of Jerusalem, said
one country could hardly achieve success single-
handedly in the vaccine development. "We need
international collaboration to save the world. And
| hope that nobody will forget it," she stressed.
Ben-Yehuda praised China for transparency
in sharing its research findings regarding the
coronavirus that caused the Covid-19 pandemic.
"The fact that Chinese physicians and scientists
felt a responsibility to publish everything, even
the bad results, helped many people around the
world and saved lives," said Ben-Yehuda. China
shared the initial information about the virus DNA
with all other countries so that every one of them
could work on vaccines and treatments. This kind
of collaboration should continue for the benefit of
all humankind, according to the professor. Oren
Zimhony MD, head of the infectious diseases unit
at Kaplan Medical Center, said the international
collaboration now on creating a vaccine is
stronger than ever. There are approximately eight
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main directions taken to work out a vaccine for
Covid-19. Such a variety of possibilities increased
the odds of finding the right way to the desired
result, according to Zimhony. "The major game-
changer to overcome this pandemic is vaccine
development," Zimhony said, who believes that
the first clinical implications of the intense vaccine
research will be available in six months. Gili Regev-
Yochay, director of the infection prevention
control unit at Sheba Medical Center, believes that
only a vaccine could stop the global outbreak of
the novel coronavirus. "It seems there is no proper
treatment for Covid-19 disease patients, and the
only effective global cure would be a vaccine,"
she noted. The biggest challenge in the work,
according to Regev-Yochay, is to find a completely
safe vaccine for everybody and a reliable way
to deliver it to all kinds of people with different
health situations. "We need to be very cautious
with vaccines. It's much more complicated than
clinical trials with the drugs," stressed Regev-
Yochay. Many Covid-19 patients don't have
symptoms or have mild ones, "so we need to make
sure we don't inject them with vaccines, drugs, or
chemicals that could do more harm than good,"
she said. International sharing of information
could help researchers compare the effectiveness
of different vaccines and speed up the progress
of the development. According to the statistics of
the World Health Organization, currently more
than 130 Covid-19 candidate vaccines are being
developed worldwide, with about 10 of them
being already in clinical evaluation. Among the
vaccine challenges is also its mass production for
the use of all of humanity, which calls for global
cooperation. "We need to vaccinate billions of
people around the globe. Better to do it before
the upcoming winter to prevent the dangerous
effect of dual infection of influenza and COVID-19,"
said Zimhony. Ben-Yehuda said she believes new
technologies of computational medicine and
international sharing of big data could help create
personalized medicine for Covid-19 infection,
as the virus affects people differently (Xinhua,
Development Requires).

By July, many countries started reported
development in their Covid-19 vaccine trials,
bringing hope to the world amid the still raging
pandemic, while health experts called for
an objective, rational and scientific attitude

towards vaccine candidates. At least 24 Covid-19
candidate vaccines were in clinical evaluation
mid-summer 2020, and another 142 were in
preclinical evaluation. Chinese experts said in a
study published in medical journal The Lancet that
a phase 2 trial of a Covid-19 vaccine candidate
has found that the vaccine is safe and induces
an immune response. "The phase 2 trial adds
further evidence on safety and immunogenicity
in a large population than the phase 1 trial. This
is an important step in evaluating this early-stage
experimental vaccine and phase 3 trials are now
underway," said Professor Fengcai Zhu from
Jiangsu Provincial Center for Disease Control and
Prevention, China. A report published also in The
Lancet revealed the results of the phase 1/2 trial of
the Oxford coronavirus vaccine ChAdOx1 nCoV-19.
It indicates no early safety concerns and produces
strong immune response. The Russian Defense
Ministry said that together with the Gamaleya
Scientific Research Institute of Epidemiology and
Microbiology, it has successfully completed clinical
trials of Covid-19 vaccine with the participation
of volunteers. "Without exception, all volunteers,
having received immunity from the coronavirus, felt
fine," First Deputy Defense Minister of the Russian
Federation Ruslan Khadzhismelovich Tsaikov told
Moscow's Argumenty i Fakty newspaper. German
biotech company BioNTech and US pharmaceutical
corporation Pfizer announced that data from their
experimental Covid-19 vaccine showed that it was
safe, and induced an immune response and high-
level T-cell responses against the novel coronavirus
in patients. Research institutes in other countries
also reported progress in their Covid-19 vaccine
trials. Despite the good news on Covid-19
candidate vaccines, experts warned of uncertainties
of vaccine development and clinical trials, as
well as multiple risks and challenges including
virus mutation, while appealing for an objective,
rational and scientific attitude towards vaccine
research. Dr. Michael Ryan, executive director of
the WHO Health Emergencies Program, said that
there is no accurate timetable for the delivery of
Covid-19 vaccines. Although the preliminary data
of some candidate vaccines is quite promising, it
is still unpredictable which one is totally clinically
effective. While a vaccine candidate might show
its effectiveness by year's end, the question is how
soon it could be mass produced, he added. Saudi
Arabia's Asharqg al-Awsat newspaper said recently
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that researchers should avoid being over-optimistic
about the significant progress of some candidate
vaccines in clinical trials, and wait for further trial
results. Merck CEO Kenneth Frazier said that the
effectiveness of developing vaccines cannot be
guaranteed (Xinhua, Development Reported).

"There is now real hope that vaccines, in
combination with other tried and tested public
health measures, will help to end the pandemic,”
said the WHO Director-General Dr. Tedros
Adhanom Ghebreyesus in November. "The
significance of this scientific achievement cannot
be overstated. No vaccines in history have been
developed as rapidly as these. The scientific
community has set a new standard for vaccine
development," Dr. Tedros added. He pointed out
now the international community must set a new
standard for access, as "the urgency with which
vaccines have been developed must be matched
by the same urgency to distribute them fairly".
Worried that the poorest and most vulnerable
countries would be trampled in the stampede for
vaccines, WHO established the Access to Covid-19
Tools Accelerator to support global efforts in
developing vaccines, diagnostics and therapeutics,
and joined 187 countries in the COVAX facility to
collaborate on the procurement and rollout of
vaccines, ensuring affordable prices, volumes and
timing for all countries. According to the WHO
chief, some 4.3 billion US dollars was needed
immediately to support the mass procurement
and delivery of vaccines, tests and treatments,
while additional 23.8 billion dollars will be needed
next year. "The International Monetary Fund
estimates that if medical solutions can be made
available faster and more widely, it could lead to a
cumulative increase in global income of almost 9
trillion dollars by the end of 2025," he said (Xinhua,
Real Hope).

By early December, a robust and very strong
safety monitoring system was in place for
vaccines globally to ensure their safety. Kate
O'Brien, director of the WHO's Department of
Immunization, Vaccines and Biologicals, said the
system is capable of looking at relevant data in
real time. "So, if there is any concern around the
vaccine, we have the ability to look at that and to
investigate it and to really understand if there is
really any issue," she said during a virtual news

conference in reply to a question about hesitancy
among some people to take new vaccines for the
novel coronavirus. O'Brien emphasized the fact
that safety was a critical part of the evidence that
is assessed by regulators during large-scale clinical
trials. And she noted that vaccine hesitancy and
guestions about vaccines can be legitimate, but
that people need to make sure the information
they are basing decisions upon is rooted in
science. She also emphasized the importance
of sharing information and of transparency
throughout the regulatory process. According to
a Pew Center survey, people in the United States
intent on getting a Covid-19 vaccine rose to 60% in
late November, from 51% in September, indicating
confidence in research and development
processes has increased. Around 20% were "pretty
certain" they would not get vaccinated, however,
even if there is more information available. The US
was the hardest hit country that has been hardest
hit by the novel coronavirus. In an Ipsos survey
in October, only one in five citizens surveyed
globally said they wanted to get a Covid-19 vaccine
immediately after one became available. In most
countries, many people said they would like to
have the vaccine a few months after it is rolled out
(Chen).

The following examples, mostly seen through
the lens of official Chinese media, demonstrate
how different regions from around the world
dealt with the devastating blow of the coronavirus
pandemic that rocked the world during 2020.

China

Since SARS-CoV-2 was first reported in China
almost a year ago, policymakers have swung
the weight of the state’s resources towards
developing a vaccine. Their approach, alongside
similar efforts in other countries, has thrown
a spotlight on immunology, epidemiology and
virology, bringing increased funding, prestige
and public interest. Conversations with Chinese
immunologists, policymakers and funders
reveal a complex picture of science mixed with
international politics. Scientists, drug developers
and research institutions were racing to tackle the
virus. But some were concerned about the cost
of rapid progress, and the incentives that have
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been created for companies and researchers
to rush their work. Many people see China “as
mishandling the early stages of the epidemic”,
but there is a sense that if they come up with a
vaccine, then they're saving the world and can
exonerate themselves in the eyes of the public,
says Elanah Uretsky, a medical anthropologist at
Brandeis University in Waltham, Massachusetts,
whose research into China’s global role in public
health has brought her into contact with scientists
working on Covid-19. The concept that science
can boost China’'s public image is fundamentally
baked into politics. In China, science and
academia are of great interest and importance to
the ruling party and its mission of strengthening
the state. In December, China’s coronavirus task
force announced it had 13 vaccines involved in
clinical trials, and the World Health Organization's
tracker lists 11 being developed there. Two
of those were developed by the state-owned
enterprise Sinopharm. A third is being made by
the private pharmaceutical company CanSino
Biologics in Tianjin, in collaboration with military
backed researchers. Beijing-based firm Sinovac
Biotech is developing the fourth candidate, and
the fifth comes from a collaboration between
Anhui Zhifei Longcom Biologic Pharmacy and
the Chinese Academy of Sciences’ Institute of
Microbiology (Murphy).

China made bold promises in the race for a
coronavirus vaccine in October 2020. A Chinese
health official publicly pledged that an effective
coronavirus vaccine would be available by the
end of the year. The country also committed
to sharing its vaccines with more than a dozen
nations, particularly low-income countries that
it has close ties with. Some scientists, however,
questioned whether the country would be able to
produce enough doses to meet its international
commitments, and if deals with individual
countries are the best way to ensure equitable
vaccine distribution. Wu Guizhen, the chief
biosafety expert at China’s Center for Disease
Control and Prevention in Beijing, told Chinese
state media that two vaccines co-developed by
Shanghai pharmaceutical group Sinopharm and
other groups would be available in November
or December. The vaccines were being tested
in countries including the United Arab Emirates,
Bahrain, Peru and Argentina. In the same month,

China announced that it had joined Covid-19
Vaccine Global Access (COVAX), the collaborative
effort by Gavi, the Vaccine Alliance, together
with the Coalition for Epidemic Preparedness
Innovations (CEPI) and the World Health
Organization (WHO), which aimed to provide two
billion doses of vaccine to the most vulnerable
people and health-care workers especially in
poor countries. Some 80 wealthy ‘self-funding’
countries committed to support the initiative,
with the notable exception of the US. Chinese
vaccine makers developed four of the roughly
dozen leading candidate vaccines that are in the
final stages of testing worldwide. No vaccine had
yet completed the crucial phase Il trials that are
needed to firmly establish safety and efficacy.
But that didn't stop hundreds of thousands of
people in China and abroad being injected with
one of the four Chinese vaccine candidates under
policies known as emergency-use authorization.
Scientists said the country's drug regulator, which
is part of the Ministry of Health, needed to wait for
robust trial data that showed the vaccines were
safe and effective before granting vaccines full
approval. In an e-mail to Nature, Wu said that the
health ministry will await the results of large trials
before approving them for sale. “Until then, there
are still uncertainties,” she said. Outside China,
expectations were high that a successful Chinese
vaccine would soon be available. China’s leader,
Xi Jinping, told the World Health Assembly in May
that its vaccines would be a “Global public good”,
and the list of countries with which China had
promised to share its vaccines continued to grow.
Government leaders, including Xi and Premier Li
Kegiang, publicly pledged to make Chinese vaccine
accessible to the Philippines, Cambodia, Burma,
Thailand, Vietnam and Laos, as well as African and
Latin American countries. Chinese vaccine makers
also had agreements with the countries where
vaccines were being tested (Cyranoski).

The primary worry from the general public
was that vaccinations would give people who've
had them a sense of invincibility that was not
warranted - and that could help spread the virus.
A vaccine may work to prevent bad outcomes from
infection, but it may not prevent infection itself
in some cases. But among those in China given
preferential access to the experimental vaccine,
the unorthodox approach was a sign of China's



strength — first in controlling a coronavirus
epidemic, then in its ability to potentially protect
its workers. China's four experimental vaccines
developed by three companies started going
through phase Ill human trials and safety testing
before they can be approved for commercial use
in late September. In reality, their vaccines had
already been deployed months earlier in the
summer for "emergency use" and shot into the
arms of people that China deems vulnerable to
Covid-19, including front-line medical workers and
critical service providers in large cities. Sinovac
had already set up several vaccination sites in
China's coastal Zhejiang province where several
hundred vaccine doses each day were sold first
come first served for about 400 RMB (US$60)
in out of pocket costs. Other countries followed
suit. The Philippines claimed it vaccinated up to 9
million people with Sinovac's product before the
official try started. The Brazilian state of Sao Paolo
conducted advanced human trials for Sinovac
and intended to buy the vaccine once approved.
Brazilian authorities temporarily suspended
the trials the following month however after an
apparent suicide of one of the trial participants.
"Administering the vaccines through emergency
use is a very necessary measure," Zheng Zhongwei
explained. "The decision to approve emergency
use came after rounds and rounds of strict
debate and evaluation after relevant World Health
Organization regulations were fulfilled." Global
health experts said that reasoning was flawed.
"There is no emergency in China, because there
are basically zero confirmed cases over many
months already," Hong Kong University molecular
virology researcher Jin Dong-Yan said. There are
other risks, too. Antibodies from new vaccines in
rare cases can be found to make things worse.
Beyond health, rolling out vaccines without all the
data raises other risks for China. Already, a string
of quality scandals over the years has people
inside the country, and out, skittish about made-
in-China drugs. If something goes wrong with
these vaccines, it would be a disaster. In October,
Chinese media reported students studying abroad
could sign up for Sinopharm's coronavirus vaccine
in Beijing and Wuhan, the port city where the
epidemic first began. But the registration platform
was taken down the next day, and those who had
signed up were notified that Sinopharm could no
longer provide the vaccine (Fend and Ruwitch).

By the end of November 2020, almost a million
people in China had already taken an emergency
Covid-19 vaccine that was still in its official
testing phase. Chinese authorities released
the vaccine to select groups of people in July
including Chinese government officials, students,
and workers travelling overseas, before the
vaccines had been proven to work. Sinopharm
did not specify which of its vaccines had been
given, but said the individuals had travelled to
more than 150 countries around the world and
“there has not been a single case of infection
after inoculation”. “Only individual patients have
had some mild symptoms. The overseas trials
caused some controversy, in part because of a
lack of communication from Chinese authorities.
In August, 48 Chinese construction workers
were barred from entry to Papua New Guinea
over concerns they had been given an unnamed
experimental vaccine. More widely, however,
the decision by countries like China and Russia
to go ahead with vaccination programs before
completing full testing was quite concerning.
Experts warned that taking short cuts to
internationally accepted approaches to testing
and regulation could fuel a wider public mistrust
over coronavirus vaccines and potentially reduce
the uptake required for effective protection
of populations. China had promised to supply
multiple countries with its vaccines, delivering
potentially conflicting promises to prioritize
places such as the Philippines and nations in
Africa (Davidson).

Though China’s vaccine had not been formally
been proved safe or effective, officials injected
them into thousands of people across the country,
ostensibly under an emergency-use policy. One
such campaign was underway in the city of Yiwu in
eastern China. The campaign succeeded perhaps
too well. Yiwu's 500 doses were consumed within
hours. Other cities were limiting doses or asking
people to show proof that they were traveling.
The overwhelming demand has inspired a cottage
industry of scalpers — called “yellow cows” in
China, the people who usually score the newest
iPhones or hot railway tickets — charging as much
as US$1,500 for an appointment. Those users
could be taking big risks. People who have taken
ineffective vaccines might believe they are safe and
engage in risky behavior. They can be barred from



taking another, better vaccine because they have
already been injected. In a few cases in the past,
unproven vaccines have caused health risks. The
potential problems often go undiscussed. Copies
of the vaccination consent forms for one candidate
that were reviewed by The New York Times did
not specify that the product was still in testing. It
is unclear how many people have already received
a vaccine candidate. Local governments indicated
they planned to make the current vaccines
available to more people. Beijing said it kept tabs
on those who had been given the vaccines but did
not disclosed any details. The contrast with the
United States is stark. A growing number of polls
showed that many Americans would not take a
coronavirus vaccine, which could imperil efforts
to stamp out the pandemic. According to a global
online survey published in October in the journal
Nature, respondents from China gave the highest
proportion of positive responses when asked
if they would take a “proven, safe and effective
vaccine.” In China, there's this trend of ‘everyone
is getting it, so | want it, too. Chinese officials
defended making vaccine candidates available.
Zheng Zhongwei, a top official at China's National
Health Commission, said that the move was a
“very necessary means of protecting peoples’
lives and health,” given outbreaks abroad. China’s
drive has taken nationalistic overtones, with
many celebrating the fact that the country has
candidates in late-stage trials (Wee and Chen).

Russia

Iran and Russia cooperated to produce a
Covid-19 vaccine in the Islamic republic as
Covid-19 cases in Iran surged. Iran was the
hardest-hit country in the Middle East region.
The announcement of Iran-Russia cooperation
on producing a coronavirus vaccine was made
at a September online meeting between Kazem
Jalali, Iran's ambassador to Moscow and Kirill
Dmitriev, CEO of Russian Direct Investment
Fund. Jalali called for further health and medical
cooperation between the two countries. "The
lack of compliance of the citizens will increase
the number of infections and make the ministry
to stop at a certain stage because our health
institutions have a limited capacity and this will
also lead to an increase in deaths," Ryadh Abdul-

Amir, head of Iraqgi Public Health Department in
the Health Ministry, said in a press release (Xinhua,
Iran Russia).

Russia claimed to have registered the world's
first vaccine against the novel coronavirus in
August 2020 though the US, China and Turkey
may have beaten them to the punch. Russian
President Vladimir Putin claimed, "As far as |
know, this morning, for the first time in the world,
a vaccine against the new coronavirus infection
has been registered," Putin said during an online
meeting with the Russian government. Russian
Health Minister Mikhail Murashko confirmed at
the meeting that the vaccine issued in Russia is
the first in the world, while other countries are
conducting clinical studies of vaccines under
development. Murashko said that the new vaccine,
after passing all necessary checks, showed that
it forms a stable immunity. "The main thing,
of course, is that in the future we can ensure
the unconditional safety of this vaccine and its
effectiveness," Putin said, congratulating everyone
who worked on the drug. Russian Deputy Prime
Minister Tatyana Golikova said at the meeting that
she expected the production of the vaccine would
start at the end of August or the beginning of
September and health workers would be the first
to be vaccinated. Putin said one of his daughters
had been vaccinated against the coronavirus was
feeling well afterward Xinhua, Russia First). Russia
immediately began production of the first batch
of vaccines against Covid-19. Russian President
Vladimir Putin announced the world's first
registered vaccine against the novel coronavirus
was named Sputnik V after the space satellite
launched by Moscow in 1957. The vaccine was
created by the Gamaleya Scientific Research
Institute of Epidemiology and Microbiology, a
medical institute located near Moscow. Health
Minister Mikhail Murashko said Russia would
offer the vaccine to other countries once its own
citizens were vaccinated, adding that doubts over
the effectiveness of the vaccine are unfounded
(Xinhua, Russia Begins).

Asia

Japan started conducting clinical tests of a
vaccine for the novel coronavirus in late June.



According to Osaka Governor Hirofumi Yoshimura,
the test initially targeted 20 to 30 medical
workers at Osaka City University Hospital, and
was expected to expand to hundreds by October.
Starting from April, the prefectural and municipal
governments of Osaka as well as AnGes Inc, a
startup set up by an Osaka University professor,
began working on treatment drugs and vaccines
for the coronavirus. By injecting a genetically
engineered circular DNA into the body, the
envisioned vaccine expected to stimulate the
immune system and make antibodies against
the coronavirus. Early results from tests in mice
showed increased antibody production and had
proven its safety. Ryuichi Morishita, a professor
of clinical gene therapy at Osaka University and
founder of the AnGes, said the university would
increase the number of people given the vaccine
in stages while working to confirm whether
antibodies can be produced. AnGes' candidate was
one of Japan's best hopes for a novel coronavirus
vaccine as development was further along than
others being produced by firms such as Shionogi
& Co and Daiichi Sankyo Co (Wang).

In October, the Japanese Health Ministry's
advisory body approved a policy to provide
all members of the public in Japan with a free
dose of vaccine against Covid-19 in a move
aimed at tackling the spread of the virus. Amid
ongoing uncertainty as to how many doses of
a vaccine might need to be administered for it
to be effective, the policy refers to, at this stage,
the initial dose for the Japanese public. At this
point it had yet to be officially decided whether
foreign residents in Japan would be covered by
the policy, despite the vast majority of foreign
residents there in gainful employment paying for
the National Health Insurance in the same way
as the Japanese. The government said that by the
first half of 2021 it hopes to have secured enough
vaccines from a budget of 671.4 billion yen
(US$6.4 billion) to secure and administer enough
vaccines to all members of the public. It agreed
with British drug maker AstraZeneca Plc to receive
120 million doses of a potential Covid-19 vaccine
being developed with the University of Oxford.
Similarly, Japan has agreed with Pfizer Inc and
its German partner BioNTech SE to receive 120
million doses of their potential vaccine, providing
its development proves successful. Japan was

also in negotiations with US firm Moderna Inc for
at least 40 million doses of its vaccine candidate
(Xinua, Japanese Public). The Japanese government
endorsed the bill later in October to make novel
coronavirus vaccinations free to all residents here.
The bill would also compensate the suppliers
of the vaccines should serious side effects be
caused and free health care will be offered to
recipients of the vaccine should they experience
any adverse effects. The bill amended the current
vaccination law and came on the heels of Prime
Minister Yoshihide Suga in his first policy speech
in parliament since taking office, saying that the
government would make sure that it secured
enough vaccines for all people in Japan. Once
their safety has been confirmed pending clinical
trials and regulatory approval, Suga said the
government aims to secure enough vaccines for
all people in Japan in the first half of 2021. While
the Japanese government has been hoping that
pharmaceutical firms here will be able to develop
a homegrown vaccine, so far local drug makers
involved in Covid-19 vaccine developments
are only in clinical trials. The government also
endorsed a separated bill on the same day to
revise the quarantine laws so that the isolation
measures for people who test positive for the
virus upon entry into Japan can be continued after
February next year (Xinhua, Japan’s Govt).

Indian Health Minister Harsh Vardhan said that
no date for launching the Covid-19 vaccine had
been fixed yet but it might be ready by the first
quarter of 2021. "Efforts are being made to ensure
that vaccine manufactures will try to produce these
vaccines parallelly so that we don't lose precious
time in providing vaccines to the population." His
comments came two days after Indian vaccine
manufacturer Serum Institute of India (SII)
said it would pause Phase 3 trials that were to
begin in India in September after international
biopharmaceutical company AstraZeneca stopped
vaccine trials in four countries as a precautionary
measure. The pausing of trials by the pharma
giant was linked to a British volunteer showing
potentially adverse symptoms. The minister said
that the government was taking full precautions
in conducting the human trials of the vaccine.
"Issues like vaccine security, cost, equity, cold-
chain requirements, production timelines, etc. are
also being discussed intensely," he said. Vardhan



said he would volunteer to receive the Covid-19
vaccine first if people have a "trust deficit" on
the drug. However, he stressed that frontline
health workers, senior citizens and those with
comorbidities should be given the vaccine first
whenever it becomes available. "If there are
doubts over government or around the scientists
or over the development of vaccine then to dispel
the doubts | will be the first to get vaccinated," the
minister said. "However, | personally feel the ones
who need it (vulnerable groups) shall be given the
vaccine and | am not among those." Vardhan also
said it was premature to comment on the price
of the vaccine which was still under trial. "But the
government of India will assure that the vaccine
will be made available to those who need it the
most, irrespective of their paying capacity," he said
(Xinua, Vaccine Possible).

Indian Minister of Finance and Corporate
Affairs Nirmala Sitharaman announced a grant
of over US$120.6 million for the research and
development of Covid-19 vaccine in November
2020. The announcement came during the spelling
out of the third stimulus for the revival of economy
in the wake of the ongoing Covid-19 pandemic.
At the time of this writing, three Covid-19 vaccine
candidates were in different stages of human
clinical trials in India. The government also
approved over US$2 billion financial outlay to
incentivize the global and domestic players to
engage in high-value production of pharmaceutical
drugs (Xinhua, India's Finance).

Oceania

A Covid-19 candidate vaccine developed in
South Australia (SA) cleared the first phase of
testing in July 2020. The vaccine developed by
Nikolai Petrovsky from Flinders University was
the first Australian candidate to pass phase one
trials after it was found to be safe and generated
an immune response in human subjects. Dubbed
"Covax-19," the vaccine was administered to
40 volunteers in the first phase of trials. "We
have confirmed that the Covax-19 vaccine can
induce —appropriate antibody responses in
human subjects," said Petrovsky, the founder of
biotechnology company Vaxine. We now have
preliminary safety data showing there were no

significant systemic side-effects in any of the
subjects. We also have permission to immunize
subjects who have -already had Covid-19 to
see if we can further boost their immunity and
prevent them getting re-infected." Petrovsky
said he has offered to dose aged care residents
at risk of contracting Covid-19 with his vaccine
in Victoria, the hardest-hit state in the country.
None of the 40 volunteers in phase one developed
significant side-effects or a fever, and if Covax-19
passes phase two, Vaxine would have to enroll
up to 50,000 volunteers from around the world
for phase three, according to the report (Xinhua,
Aussie COVID-19).

An Australian Covid-19 vaccine under
development by the University of Queensland
(UQ) and local biotech firm CSL will not progress
to Phase 2/3 trials after returning false positive
HIV test results. Despite eliciting an effective virus
response and strong safety profile, a deal for
the Australian government to purchase over 50
million doses of the vaccine had been cancelled.
UQ and CSL stressed there was no possibility
the vaccine causes HIV infection and that 216
people involved in the trial experienced no
serious adverse health effects. The issue stems
from the use of an HIV protein to stabilize UQ's
molecular clamp vaccine. Despite posing no risk
to health, the presence of the protein prompts
an antibody response which is detectable in
HIV tests. However, due to the implications of
delivering the vaccine to the broader populations
and potential interference with existing HIV testing
procedures, CSL and the Australian government
agreed vaccine development would not proceed
to Phase 2/3 trials. Chief Scientific Officer for CSL
Dr. Andrew Nash said the outcome "highlights
the risk of failure associated with early vaccine
development." CSL will continue with plans to
manufacture approximately 30 million doses
of the Oxford/AstraZeneca vaccine candidate
with first doses planned for release in Australia
in early 2021. Following the failure of the UQ
vaccine, the Australian government revealed it
would commission the manufacture of additional
20 million doses of the Oxford/AstraZeneca and
increase access to the US Novavax vaccine to
around 50 million doses. Australian Prime Minister
Scott Morrison said it was no surprise that not
all vaccine candidates made it through the trial



process and that a commitment to safety and
health was central to the government's response
(Xinhua, Program Scrapped).

Africa and the Middle East

In April, World Health Organization (WHO)
Director-General Tedros Adhanom Ghebreyesus
said that Africa would not become testing ground
for any vaccines against Covid-19. "Africa cannot
and will not be a testing ground for any vaccine.
We will follow all the rules to test any vaccine
or therapeutics all over the world using exactly
the same rule, whether it's in Europe, Africa or
wherever," Tedros said. "Appalled" by comments
made by some scientists, who said the testing
ground for the new vaccines will be Africa, Tedros
said "the hangover from a colonial mentality
has to stop". Two French doctors have been
accused of racism after a TV debate in which one
suggested trials in Africa to see if a tuberculosis
vaccine would prove effective against coronavirus.
While condemning those "racist remarks" in
"the strongest terms" and as "a disgrace", the
WHO chief reiterated that "this will not happen
in Africa, and will not happen elsewhere, in any
country." "Proper protocols will be followed and
human beings will be treated as human beings...
the same way equally," he underlined. Tedros
revealed that the WHO would hopefully announce
later this week an initiative to accelerate research,
development and production of vaccines against
Covid-19, as well as designed mechanisms for
"equitable distribution" of the vaccines. "We will
have a problem while looking for vaccines, unless
we break the barriers to equitable distribution of
the products,” he said, adding "we need to address
the challenges to access ahead of time". According
to the WHO chief, more than 70 countries joined
WHO's Solidarity Trial to accelerate the search for
an effective treatment, and at this point about 20
institutions and companies were racing to develop
a vaccine (Xinhua, Africa).

In May 2020, South African President Cyril
Ramaphosa said any Covid-19 vaccine should be
made freely and equitably available to citizens
of all countries. The South African government
supported and funded several research projects,
including a plan to locally manufacture coronavirus

vaccines as soon as candidates are available.
Ramaphosa said South Africa will use the skills,
expertise, infrastructure and organizations within
the vaccine industry to produce and distribute the
vaccines (Xinhua, South Africa).

Egypt's Health Ministry announced that it
had started to prepare for the manufacturing
of a Covid-19 vaccine in cooperation with the
Chinese government once the vaccine is proved
effective in trials. Egypt aimed to become the
African continent's center of coronavirus vaccine
manufacturing. The Ministry of Health and
Population said it discussed with China about
that, after a meeting between health minister
Hala Zayed and the Chinese Ambassador to Egypt
Liao Li Chang in July. The meeting discussed
Egypt's participation in conducting experiments
as one of the international centers involved in
producing coronavirus vaccines in cooperation
with China. Zayed chaired a meeting at the
headquarters of the Holding Company for
Biological Products and Vaccines (VACSERA),
an Egypt vaccine manufacturer, to inspect
the readiness of the company's factories and
production lines to begin producing the vaccine.
Health Ministry spokesperson Khaled Megahed
said that the minister also checked the efficiency
of the company's infrastructure and factory
equipment to determine what is needed and
identify any obstacles to be resolved. The World
Health Organization (WHO) has instructed that at
least one or two countries per continent should
manufacture Covid-19 vaccine (CGTN, Egypt).

Turkish President Recep Tayyip Erdogan said
Turkey become the third country to develop
vaccines locally against Covid-19 in August after
the United States and China according to the
World Health Organization. "The Covid-19 Turkey
Platform, founded by the TUBITAK (the Scientific
and Technological Research Council of Turkey,)
is currently working on eight different vaccines
and 10 different medication projects," Erdogan
said at the opening ceremony of the TUBITAK
Excellence Centers in the northwestern province
of Kocaeli. "Collaborating with state and private
sectors and universities, Turkey has been making
significant progress in developing vaccines and
drugs against Covid-19," the Turkish leader added.
Erdogan noted that two vaccine candidates have



successfully completed the animal tests, and one of
them has received ethical approval to move on to
the clinical trial on humans (Xinhua, Erogan Says).

By late November, the United Arab Emirates
announced that China's state-backed coronavirus
vaccine protected 86% of people against Covid-19
in trials conducted in that country, state media
there reported, giving credence to the quickly
developed shot that Beijing planned to distribute
around the developing world. The data was from
trials that included 31,000 volunteers in the UAE,
which found the vaccine was highly effective in
preventing moderate and severe cases of Covid-19
and had no serious safety concerns, according to
the report that cited the UAE's Ministry of Health
and Prevention. That paved the way for full public
use of the vaccine and a re-opening of the Gulf
nation’s economy. In an early sign of how the
vaccine could be a game-changer, Abu Dhabi
officials said that they would start working with
local authorities to “resume all activities within
two weeks,” including economic, tourism and
cultural operations. With an 86% efficacy rate,
the vaccine would almost meet the high bar set
by Western front-runners, but those companies
have disclosed more detail. The protection rate of
CNBG's shot is also higher than the results from
the vaccine developed by AstraZeneca Plc and
the University of Oxford. The CNBG vaccine could
become a more favorable option to vaccinate large
swathes of the developing world. While mRNA
vaccines from Pfizer Inc. and Moderna Inc. showed
higher efficacy of more than 90%, those present
distribution challenges for some nations as they
required deep-freeze facilities and trucks. CNBG's
vaccine can be transported and stored at normal
refrigerated temperatures. The difference is that
the Chinese vaccine uses an inactivated version
of the coronavirus to prime human immune
systems to fight it. While Pfizer and Moderna are
among developers relying on novel technology,
manufacturers have decades of experience with
the method that the Chinese company is using.
Still, those inactivated vaccines can require
multiple booster shots to achieve strong immunity,
and production means handling large amounts
of the virus. In theory, mRNA vaccines should be
much faster to manufacture, because they require
only tiny volumes of raw material to produce
millions of doses (Che and Paton).

Bahrain has started inoculating frontline
workers with a Chinese Covid-19 vaccine in early
November. The program used a shot developed
by Chinese State-owned pharmaceutical company
Sinopharm, which is in Phase Il trials in the
United Arab Emirates, Egypt, Bahrain and Jordan.
Bahrain's Health Minister Faeqga bint Saeed Al
Saleh said that the use of the vaccine complies
with the country's regulations on exceptional
licensing in emergency cases. Around 8,000 people
volunteered by midmonth in the Phase IlI trials in
Bahrain and received a second dose. Abu Dhabi-
based artificial intelligence and cloud computing
company Group 42 (G42) handling the trials in
the Middle East he vaccine. Several ministers and
senior officials received the vaccine early in the
program in both the UAE and Bahrain, including
Bahrain's crown prince (CD, Bahrain).

Great Britain

Thousands of volunteers in the UK took part
in late-stage trials of a Covid-19 vaccination from
United States biotechnology company Novavax,
the UK government has announced. Ten thousand
people have been recruited to the Phase Il trial
for the so-called NVX-CoV2373 vaccine. Half the
volunteers will receive the real treatment, with
the remainder being given a placebo. At this time,
daily cases of Covid-19 had risen sharply over
several weeks in the UK. While this is a concern
for the public and health services, it made the
nation a good proving ground for the vaccine,
as many volunteers were likely to be exposed
to the virus. This was the first Phase Il study
for the Novavax vaccine, and the second Phase
[l vaccine trial to be initiated in the UK after
the commencement of late-stage trials for a
Covid-19 inoculation from biotechnology company
AstraZeneca. "With a high level of SARS-CoV-2
transmission observed and expected to continue
in the UK, we are optimistic that this pivotal Phase
[l clinical trial will enroll quickly and provide a
near-term view of NVXCoV2373's efficacy," said
Novavax Research and Development President
Gregory Glenn. The NVX-CoV2373 works by
introducing nanoparticles into the body that
bear spike proteins from the novel coronavirus,
eliciting an immune response. The vaccine also
delivers an adjuvant called Matrix-M. An adjuvant



is a pharmacological ingredient that encourages
the body to produce more antibodies when the
immune system is triggered by the spike proteins.
Novavax initially developed the NVX-CoV2373
technology for influenza, and began repurposing
the vaccine in January when the pandemic began
to take hold. The vaccine gained approval for
late-stage trials after showing promise in animal
testing and safety studies. Of at least 90 COVID-19
vaccine candidates in development around the
world, fewer than one dozen reached Phase Il
clinical trials. Several major Chinese healthcare
companies, including Sinovac Biotech, CanSino
Biologics, and Sinopharm, were involved in the
development of vaccines that have entered late-
stage trials. The UK government secured 60
million doses of the Novavax vaccine, which began
manufacturing in Stockton-on-Tees in England by
Fujifilm Diosynth Biotechnologies, a company that
produces active ingredients for pharmaceutical
companies. "Finding a safe and effective vaccine
that works for the majority of the UK population
is the best way to tackle this devastating disease,"
said Kate Bingham, chair of the UK government's
vaccines taskforce. "Whilst social distancing,
testing and other measures can help reduce the
impact of coronavirus, the only long-term solution
to beating it will be finding a vaccine. One of the
ways people can help with that is by signing up
to the (National Health Service) Vaccines Registry,
so they can be rapidly called." The addition of
the Novavax study means that around 250,000
people were registered to take part in various
Covid-19 vaccine trials in the UK. "The more
people that sign up, the quicker we can find a safe
and effective vaccine, defeat this virus and protect
millions of lives," said UK Business Secretary Alok
Sharma (McNeice).

The UK was the first Western nation to
authorize a Covid-19 vaccine, a landmark moment
in the coronavirus pandemic that paved the
way for the first doses to be rolled out across
the country. A final analysis of the Phase 3 trial
of the vaccine shows it was 95% effective in
preventing infections, even in older adults, and
caused no serious safety concerns, Pfizer. The
announcement meant the UK vaulted past the US
and EU in the race to approve a vaccine, months
into a pandemic that has killed almost 1.5 million
people worldwide. "We believe it is really the start

of the end of the pandemic," BioNTech CEO Ugur
Sahin said. Pfizer CEO Albert Bourla hailed the
emergency authorization as "a historic moment in
the fight against Covid-19." The UK has ordered 40
million doses of the vaccine -- enough to vaccinate
20 million people. Hancock said an initial 800,000
doses would be delivered from Pfizer's facilities
in Belgium to the UK, and "many millions" more
before the end of 2020. Elderly people in care
homes, those who care for them, health workers
and other vulnerable people will be top of the
priority list. The vaccine has been rolled out at
extraordinary speed, from conception to approval
in around 11 months, according to BioNTech. The
process usually takes years. Prime Minister Boris
Johnson called the news "fantastic", saying that
"we are no longer resting on the mere hope that
we can return to normal next year in the spring,
but rather on the sure and certain knowledge that
we will succeed, and together reclaim our lives."
The UK health department said the approval
followed “months of rigorous clinical trials and a
thorough analysis of the data" by the Medicines
and Healthcare products Regulatory Agency
(MHRA), which had "concluded that the vaccine
had met its strict standards of safety, quality and
effectiveness." MHRA chief Dr. June Raine insisted
that "no corners have been cut.” Raine said the
clinical trials were "overlapping" to make progress
on the process faster. "Separate teams have
been working in parallel to deliver this review,"
she added. BioTech and Pfizer submitted their
vaccine candidates to the FDA in mid-November.
Another vaccine, from US biotech firm Moderna,
is awaiting approval in various countries, including
the US and UK. The company expects to have 20
million doses available in the US by the end of
2020 and 500 million to 1 billion in 2021. The UK
has secured 7 million doses of Moderna's vaccine,
which is set to be available in Europe in spring
2021. Moderna has also submitted its vaccine to
the EMA in Europe, which will look at it on January
12 (Pleitgen).

A 90-year-old woman from Northern Ireland
became the first person in the world to receive
the Pfizer/BioNTech Covid-19 vaccine out of a trial
as the UK's mass vaccination program. Chaand
Nagpaul, chair of the British Medical Association,
said the first vaccination was a "landmark
moment" in combating this virus. "But we need



to be honest in that this is going to pose a huge
logistical challenge for our health service," he
added. "More public health advice needs to be put
our because this really is fundamental to how you
treat a viral pandemic... so there are quite a lot
of challenges ahead." The news about the other
soon-to-be dispensed vaccine, however, was not
so good. Earlier this year, the government vaccine
task force said it hoped that around 30 million
doses of the Oxford vaccine would be made in
the UK by the end of the year, and it was reported
that they had suggested the packaging should
include the union flag. But now the reduced
number of early doses will have to be imported
from Germany and the Netherlands. "There have
been some (UK manufacturing) challenges," said
lan McCubbin, the task force's manufacturing
lead, told a media briefing on Monday. "That's why
there is a little delay in the delivery of the doses."
Downing Street said the "majority" of vulnerable
people would be vaccinated in the first two
months of 2021, but declined to suggest a more
precise figure (Shea).

Europe

The European Union concluded exploratory
talks with CureVac to purchase a potential vaccine
in August 2020. The Commission quickly had
a contractual framework in place for the initial
purchase of 225 million doses on behalf of all EU
member states, to be supplied once a vaccine has
proven to be safe and effective against Covid-19.
It added that CureVac pioneers in vaccines based
on messenger RNA, transported into cells by lipid
nanoparticles. The basic principle is the use of
this molecule as a data carrier for information,
and the human body would then produce its own
active substances to combat various diseases.
The company received earlier EU funding. In early
July, the European Investment Bank and CureVac
signed a 75-million-euro loan agreement for
the development and large-scale production of
vaccines, including CureVac's vaccine candidate
against Covid-19. CureVac was the fourth
partner the Commission to be considered. The
Commission had also signed an actual advance
purchase agreement with AstraZeneca, and
published "positive steps" with Sanofi-GSK
and Johnson & Johnson. Commenting on the

Commission's vaccine plans, Paivi Sillanaukee,
a director general at the Finnish Ministry for
Social Affairs and Health, said it is a new situation
that the EU is negotiating on behalf of all the 27
members. She said, "The countries agreed on
this with a view to securing the best possible
negotiating position" (Xinhua, EU Concludes).

In light of "encouraging developments" in clinical
trials and the regulatory approval of a Covid-19
vaccine, vaccination centers across Germany
became operational by mid-December, Minister
of Health Jens Spahn. Spahn was confident that
a first coronavirus shot could be approved and
be available in Germany by the end of 2020 or
at the beginning of 2021."l would rather have a
vaccination center that is ready to start and is not
in operation for a few more days than an approved
vaccine that is not used immediately," said Spahn.
German pharmaceutical company BioNTech
and US company Pfizer applied to the US Food
and Drug Administration (FDA) for emergency
authorization of their Covid-19 vaccine. The two
companies concluded the Phase 3 trial of their
Covid-19 vaccine candidate and announced that it
met "all of the study's primary efficacy endpoints"
and had a vaccine efficacy rate of 95%. The
German government launched a special program
for the development of a Covid-19 vaccine for
750 million euros (US$892.5 million), funding the
German companies BioNTech, CureVac and IDT
Biologika. "Vaccines are our key for the way out
of the pandemic, so it makes sense to support
several approaches," said Spahn. Spahn also
announced the planned purchase of 5 million
vaccine doses from the German pharmaceutical
company IDT Biologika which expects its Covid-19
vaccine to be approved by the end of 2021. In
order to support IDT Biologika's effort to build up
production capacities, the German government
would pay 30 million euros in advance as part
of the full purchase price, according to Spahn
(Xinhua, Germany).

Also, in November Spain's Health Minister
Salvador llla explained the government's plans
to vaccinate the population against Covid-19 in
2021. Illa said the vaccination would be completed
in three stages. During the first stage between
January and March, around 2.5 million people
would receive the vaccine, starting with the



elderly people and residential care workers,
followed by other health workers and dependent
people. The minister said that during this period
the supply of vaccines would be "very limited",
but supply would increase progressively in the
second stage between March and June, with a
significant increase foreseen for the third stage.
The government's vaccination strategy divides
the population into 18 groups. People would be
vaccinated progressively and "in strict order". llla
did not elaborate, saying only that details "will
be announced in a timely manner". Spain will
have enough doses to vaccine around 80 million
people even though the country's total population
is just below 47 million. Madrid has concluded
agreements on the purchase of vaccines from
AstraZeneca, Pfizer, Johnson & Johnson, Sanofi
GSK, CureVac and Moderna through the European
Union vaccine purchase plan. Prime Minister
Pedro Sanchez explained that vaccinations would
be carried out at 13,000 points around the country
and that the aim was to vaccinate the majority of
the population during the first half of 2021 (Xinhua,
Spanish Gov't).

South America

Argentina President Alberto Fernandez said
his country obtained 25 million doses of the
Russian Covid-19 vaccine "Sputnik V" between
December 2020 and January 2021. Local media
said the agreement with Russia was finalized after
Argentine authorities visited Moscow. Argentina
registered its first case of Covid-19 on March 3
(Xinhua, Argentina to Buy). President Fernandez on
Wednesday said his government devised a mass
vaccination scheme against the novel coronavirus
(Covid-19) to be launched by the end of 2020 or
first weeks of 2021. "We are working tirelessly
so that by the end of the year or the first weeks
of the next, Argentina will already have a mass
vaccination system in place," Fernandez said in a
statement released by his office. Starting in March,
"we will be able to count on the AstraZeneca and
Oxford vaccine" being developed by the British, he
added (Xinhua, Argentina Working).

Brazil launched its mass vaccination drive
against the novel coronavirus (Covid-19) in January
2021. "We are signing contracts with those who

manufacture the vaccine and the expectation is
that the vaccine will reach us starting in January.
In January of [2021] we will begin to vaccinate
everybody," the acting Minister of Health Eduardo
Pazuello said. Brazil's government signed an
agreement with the state-run Oswaldo Cruz
Foundation (Fiocruz), which is working with
the University of Oxford to develop a vaccine.
The plan was to initially receive 100.4 million
vaccines, which would serve to immunize half
the population. A second supply of dosages is
expected to be ready in the second half of 2021.
Minister of Tourism Marcelo Alvaro Antonio
said he expected the availability of a vaccine to
make the 2021 summer season "the one with the
highest volume of domestic tourism." The sector
"will come back strong" from the health crisis, he
predicted (Xinhua, Brazil to Launch).

After a brief pause, Brazil restarted late
stage trials for CoronaVac, the Covid-19 vaccine
candidate developed by China's Sinovac Biotech
Ltd. In late November. Anvisa, the Brazilian health
regulator, said that it had received and evaluated
enough information "to allow the resumption of
vaccination". The trials were suspended for less
than two days. "It is important to clarify that a
suspension does not necessarily mean that the
product under investigation lacks quality, safety or
efficacy," said the regulator in a statement. Anvisa
paused the vaccine trial after reports linked the
vaccine to the death of a participant under trial
in late October. Pearson Liu, director of brand
management and public relations at Sinovac,
pointed out in a statement on Tuesday: "Sinovac
will continue to communicate with Brazil on this
matter... we are confident in the safety of the
vaccine," he said. Sinovac worked with its Brazilian
development partner, the Butantan Institute,
a public research institute based in Sao Paulo.
Sinovac said the stoppage in the trial was caused
by a miscommunication. "We have learned that
Anvisa failed to receive the data sent by Butantan
Institute in time, and it urgently suspended the
clinical study Nov 9," Sinovac said. "The Butantan
Institute communicated with Anvisa on Nov 10,
and the report from Data and Safety Monitoring
Board was submitted to Anvisa on the same day."
Anvisa approved phase lll trials for CoronaVac
on July 3. The aim was to recruit 9,000 patients
to test the safety and efficacy of the vaccine. The



vaccine is also being tested in Indonesia, Turkey
and Bangladesh. The Butantan Institute also
announced in late October that it had received
Anvisa's approval to import enough raw materials
to produce 40 million doses of CoronaVac. "This is
another important step towards making CoronaVac
available, which will be applied only after Anvisa's
approval and registration as soon as the safety
and effectiveness results are proven," the
Butantan Institute said in a release. Avisa added
in its release: "The suspension and resumption
of clinical studies are common events in clinical
research and all studies aimed at registering
medicines that are authorized in the country are
previously evaluated by Anvisa in order to preserve
the safety of the study volunteers." Trial stoppages
are not uncommon in phase lll trials for vaccines.
The trials for AZD-1222 by AstraZeneca Plc and
Oxford University were temporarily paused in
September and then restarted, also after reports
of adverse effects. Johnson & Johnson paused
the trials for its Covid-19 vaccine candidate JNJ-
7843635 in October, also due to an unexplained
illness in a trial participant. The trial was later
restarted (Held).

United States

Commissioner of the US Food and Drug
Administration (FDA) Stephen Hahn refused to
offer a timeline for COVID-19 vaccine in July, which
US President Donald Trump suggested could be
available "long before the end of the year." Hahn
claimed he could not predict when a vaccine
would be available. "We are seeing unprecedented
speed for the development of a vaccine. But ...
our solemn promise to the American people is
that we will make a decision based upon the data
and science on a vaccine, with respect to the
safety and effectiveness of that vaccine." During a
Fourth of July address in Washington, Trump said
the country is likely to have a therapeutic and/or
vaccine solution long before the end of the year.
Hahn said that he was "cautiously optimistic"
about current efforts to develop a coronavirus
vaccine, pointing to "year's end or early next year"
as potential completion dates (Xinhua, Refuses).

A fourth Phase 3 clinical trial evaluating an
investigational Covid-19 vaccine began enrolling

adult volunteers in August. The trial was designed
to evaluate if the investigational Janssen
Covid-19 vaccine JNJ-78436725 could prevent
symptomatic Covid-19 after a single dose regimen.
Around 60,000 volunteers enrolled in the trial
at up to nearly 215 clinical research sites in the
United States and internationally. The Janssen
Pharmaceutical Companies of Johnson & Johnson
developed the investigational vaccine, and was
leading the clinical trial as regulatory sponsor. It
was the fourth large-scale phase 3 clinical trials for
a Covid-19 vaccine in the United States. The other
three trials were for vaccine candidate AZD1222,
co-invented by the University of Oxford and its
spin-out company Vaccitech; vaccine candidate
MRNA-1273, developed by the US National
Institute of Allergy and Infectious Diseases (NIAID)
and American biotechnology company Moderna;
and vaccine candidate BNT162b2, developed
by American biopharmaceutical company Pfizer
and German company BioNTech. While the other
vaccine candidates require two doses, the Janssen
vaccine candidate was studied as a single-dose
vaccine. It is a recombinant vector vaccine that
uses a human adenovirus to express the SARS-
CoV-2 spike protein in cells. Preclinical findings
published in Nature showed that the Janssen
vaccine induced neutralizing antibody responses
in rhesus macaques and provided complete or
near-complete protection against virus infection
in the lungs and nose following SARS-CoV-2
challenge. The trial was designed primarily to
determine if the investigational vaccine could
prevent moderate to severe Covid-19 after a
single dose. It also aimed to understand if the
vaccine could prevent Covid-19 requiring medical
intervention and if the vaccine could prevent
milder cases of Covid-19 and asymptomatic SARS-
CoV-2 infection. An independent Data and Safety
Monitoring Board then provided oversight to
ensure the safe and ethical conduct of the study.
"Four Covid-19 vaccine candidates are in Phase 3
clinical testing in the United States just over eight
months after SARS-CoV-2 was identified. This is an
unprecedented feat for the scientific community
made possible by decades of progress in vaccine
technology and a coordinated, strategic approach
across government, industry and academia,"
said NIAID Director Anthony Fauci. "It is likely
that multiple Covid-19 vaccine regimens will be
required to meet the global need. By this time,



the Janssen candidate had showed promise in
early-stage testing and may be especially useful in
controlling the pandemic if shown to be protective
after a single dose," Fauci added (Xinhua, Fourth).

With biotech company Moderna becoming
the second US drug maker after Pfizer to
announce strong data from clinical trials for its
experimental Covid-19 vaccine in November, it
became inherently clear that some Americans
could be immunized as soon as the second half
of December. Moderna's announcement that its
vaccine was 94.5% effective came a week after
pharmaceutical company Pfizer and German
technology firm BioNTech said an analysis found
their vaccine was more than 90% effective.
Moderna and Pfizer then filed with the US Food and
Drug Administration (FDA) for emergency use of
their vaccines, raising the prospect of at least two
approved vaccines before the end of the year. Dr
Anthony Fauci, the nation's top infectious diseases
doctor, expected the first Covid-19 vaccinations to
begin "towards the latter part of December, rather
than the early part of December. "l think that
everybody else will start to get vaccinated towards
the end of April," Fauci said. "And that will go into
May, June, July. It will take a couple of months to
do." Moderna expected to be able to ship about
20 million vaccine doses in the US by year-end.
The company projected it would be to be able to
make 500 million to 1 billion doses worldwide in
2021. Both vaccines are given in two doses several
weeks apart, but there are major differences in
how the vaccines are stored. Moderna's vaccine
requires long-term storage at -20 C (-4 F) and is
stable for 30 days between 2 to 8 C (36 to 46 F).
Pfizer and BioNTech's vaccine, however, requires
some of the coldest temperatures of any vaccine
under consideration: -70 C (-94 F) or lower.
Moderna's vaccine can be thawed and kept in a
normal refrigerator for 30 days. Pfizer's vaccine
can survive in a normal refrigerator for five days.
Pfizer said that it was developing a powder form
of the vaccine. Powdered vaccines are often
reconstituted with a liquid and then injected. The
new powder vaccine would reportedly work for
standard refrigeration temperatures and could be
ready in 2021. Fauci's agency, the National Institute
of Allergy and Infectious Diseases, collaborated
with Cambridge, Massachusetts-based Moderna
on the development of the vaccine. In July, it said

it expected to spend about US$410 million on the
effort. The federal Operation Warp Speed project
to hasten development of Covid-19 vaccines
awarded Moderna a US$1.5 billion contract in
August to ramp up manufacturing and deliver
100 million vaccine doses, enough for 50 million
people. The government has an option to buy up
to 400 million more doses. Pfizer's and Moderna's
vaccines have similar results because they use the
same technique to activate the body's immune
system. The vaccines deliver messenger RNA, or
mMRNA, which is a genetic recipe for making the
spikes that sit atop the coronavirus. Once injected,
the body's immune system makes antibodies to the
spikes. If a vaccinated person is later exposed to
the coronavirus, those antibodies should stand at
the ready to attack the virus. No vaccine currently
on the market uses mRNA. "There has always been
skepticism about mRNA — it's brand new and
would it work?" Fauci said. "What we saw in the
trials is there was no real safety concern, and the
efficacy is quite impressive. We saw nearly identical
results (with Pfizer and Moderna) and it almost
really validates the mRNA platform" (Heping).

All the news coming out of the US, however,
was not good. US public health officials called
on drug makers in December to release
detailed information on the side effects of their
coronavirus vaccines after participants in trials
complained of high fever, body aches, headaches
and exhaustion. Dr Sandra Fryhofer of the
American Medical Association was afraid that as
both Pfizer's and Moderna's vaccines needs to be
taken in two separate doses that if people have
severe side effects with the first shot, that could
deter them from getting the second one. "We
really need to make patients aware that this is not
going to be a walk in the park," Fryhofer said at an
online meeting with the Advisory Committee on
Immunization Practices (ACIP), a group of medical
experts that advise the Centers for Disease
Control and Prevention (CDC). "They are going to
know they had a vaccine. They are probably not
going to feel wonderful. But they've got to come
back for that second dose." All of the vaccine
makers have said patients could experience mild
coronavirus symptoms. But doctors want them
to explain further how it could affect different
patients (Robinson).



Canada

The first Canadian clinical trial for a potential
Covid-19 vaccine was officially approved in May
2020. According to Canadian Prime Minister Justin
Trudeau, Health Canada gave the Canadian Center
for Vaccinology at Dalhousie University the green
light by Health Canada to begin clinical trials of
the vaccine candidate. "If these vaccine trials
are successful we could produce and distribute
it here at home," Trudeau said. "Research and
development take time, and must be done right,
but this is encouraging news." Trudeau said the
National Research Council of Canada would
work with the manufacturers of the potential
vaccine so that it will be able to be manufactured
domestically should the trials be successful. Health
Canada reportedly authorized 33 clinical trials
for supportive care or treatments for Covid-19
to date. National Research Council of Canada
announced a collaboration with CanSino Biologics
Inc. (CanSinoBIO) to advance bioprocessing and
clinical development in Canada of a candidate
vaccine against Covid-19. Referred to as Ad5-nCoV,
the vaccine candidate received Chinese regulatory
approval earlier this year, allowing CanSino
Biologics to move ahead with human clinical trials
in China. It was one of only a handful of vaccine
candidates in the world against Covid-19 so far
approved for initial safety testing in humans, and
was the first candidate vaccine to begin conducting
Phase Il human clinical trials. By bringing their
respective technologies and expertise together to
fight Covid-19, CanSino Biologics and the National
Research Council of Canada are aimed to pave
the way for future clinical trials in Canada, in
collaboration with the Canadian Immunization
Research Network at the Canadian Center for
Vaccinology. The vaccine was subject to approval
by Health Canada, for which CanSinoBIO is in the
process of filing a Clinical Trial Application. The
Ad5-nCoV was developed using technology from
both China and Canada. It was co-developed
by the Beijing Institute of Biotechnology (BIB)
and CanSino Biologics Inc. using a genetically
engineered replication-defective adenovirus
type 5 vector to express the SARS-CoV-2 spike
protein, which is grown using living cells that were
designed and developed at the National Research
Council of Canada (Xinhua, Canada Approves).

Canadians showed different attitudes toward
getting vaccinated when a Covid-19 vaccine
becomes available in the country, according to a
survey released in August by the Canadian Angus
Reid Institute. The survey showed that 46% of
the respondents said they have no reservations
and are ready to get a vaccination as soon as it
becomes available. However, 32% said they would
wait and see. About 76% of those who say they
would wait to get the vaccine also said they were
worried about side effects. By contrast, only 37%
among those who were eager to get vaccinated
as soon as possible worried about possible side
effects. The survey also showed 75% said they
did not feel life in their community would get
back to normal until most people are vaccinated.
Meanwhile, 75% said that a coronavirus vaccine
should be mandatory in long-term care homes,
which have been the hardest hit by the Covid-19
pandemic, and for healthcare workers. About 63%
say vaccinations should be mandatory in schools
(Xinhua, Canada Divided).

Canada's health regulator approved Pfizer's
Covid-19 vaccine in December. Health Canada
posted on it is website that the vaccine made by
US drug maker Pfizer and Germany's BioNTech
was authorized. "Canadians can feel confident
that the review process was rigorous and that we
have strong monitoring systems in place. Health
Canada and the Public Health Agency of Canada
will closely monitor the safety of the vaccine
once it is on the market and will not hesitate to
take action if any safety concerns are identified,"
Health Canada said. Canada is received 249,000
doses that month and expected 4 million doses of
the vaccine by March 2021. The department said
the vaccine is for use in people 16 years of age
or older, but noted Pfizer-BioNTech was running
further clinical trials on children of all age groups
and that could change. The vaccine already has
been approved by the UK and officials have said
they expect US approval within days. Canada has
purchased 20 million doses of that vaccine, which
requires people to receive two doses each, and
it has the option to buy 56 million more. Health
Canada continued to review three other vaccine
candidates, including one from Moderna. Ontario
Premier Doug Ford said, "This is phenomenal
news for all Canadians as we take the next step
toward ending this pandemic. As soon as vaccines



arrive on Ontario soil, we will be ready to deliver
and administer them" (Xinhua, Canada Health).
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1.2 The On-going China-US Trade Conflict

Th United States and China have
e been locked in a trade dispute
for more than two years. Between July 2018 and
September 2019, the US slapped tariffs of up to
25% on almost all imports from China. The tariffs
have had a profound impact. Before the dispute
began, 23% of all US imports came from China
- more than US$526 billion in 2017 alone, and
roughly as much as neighboring Canada and
Mexico combined. At the end of 2019, that was
down to 18% - a decrease of more than US$26
billion. For US consumers, the dispute has largely
meant that they have had to pay higher prices for
Chinese products, while for China, it has mainly
led to a loss in export value. A look at the biggest
Chinese exports to the US confirms that US firms
were sourcing substantially fewer cell phones,
computers, and furniture from the Asian economic
powerhouse at the end of 2019 than at the end
of 2017, before the trade war started. In January
2020, the US and China signed the Phase | deal
aimed at deescalating trade tensions (Lasowski).

As a candidate in 2016, Donald Trump built his
argument for the presidency around his claimed
acumen as a dealmaker. As the 2020 election
drew nearer, President Trump and his surrogates
doubled down on that assertion, including by
calling the Phase | agreement the biggest deal
ever seen. Despite Trump’s insistence that “trade
wars are good, and easy to win,” the ultimate
results of the phase one trade deal between
China and the United States — and the trade war
that preceded it — significantly hurt the American
economy without solving the underlying
economic concerns that the trade war was meant
to resolve. The effects of the trade war went
beyond economics, though. Trump's prioritization
on the trade deal and de-prioritization of all other
dimensions of the relationship produced a more
permissive environment for China to advance
its interests abroad and at home, secure in the

knowledge that American responses would be
muted by a president who was reluctant to risk
losing the deal. During the 2016 presidential
campaign, a consistent refrain from then-
candidate Trump was to point to US trade with
China, and the agreements that enabled it, as a
primary cause of the loss of US manufacturing
jobs and intellectual property. President Trump
said China was responsible for “the greatest theft
in the history of the world” and lambasted the US
trade deficit with China. Building on the image
of Donald Trump as the ultimate dealmaker, his
campaign released a strategy to reform the US-
china trade relationship, in which it pledged to
“cut a better deal with China that helps American
businesses and workers compete.” Trump laid
out a four-part plan to secure a better deal with
China: declare China a currency manipulator;
confront China on intellectual property and
forced technology transfer concerns; end
China's use of export subsidies and lax labor and
environmental standards; and lower America’s
corporate tax rate to make US manufacturing
more competitive. Upon entering office, Trump
sought to engage Beijing directly to address
structural concerns about China's economic
policies. Just three months into his administration,
he met with China president Xi Jinping at Mar-
a-Largo, where they agreed to establish a 100-
Day Action Plan to resolve trade differences. The
next month, China agreed to open its economy
(slightly) to US firms and services in exchange for
greater Chinese access on bilateral trade and US
recognition of China’s Belt and Road Initiative.
Yet follow-on negotiations fizzled as Washington
pushed Beijing for more concessions and Beijing
rebuffed American pressure. The 100 days
concluded in July 2017 with no agreement, no
press conference, and no joint statement out of
the first meeting of the US-China Comprehensive
Economic Dialogue. Trump then argued that
unilateral tariffs would shrink the US trade
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deficit with China and cause companies to bring
manufacturing jobs back to the United States. US
economic growth slowed, business investment
froze, and companies didn't hire many people.
Across the nation, a lot of farmers went bankrupt,
and the manufacturing and freight transportation
sectors have hit lows not seen since the last
recession. Trump’'s actions amounted to one
of the largest tax increases in years. China also
felt economic pain as a result of the trade war,
though apparently not enough to capitulate to
the Trump administration’s core demands for
major structural reform. Indeed, as the trade
war dragged on, Beijing lowered its tariffs for
its other trading partners as it reduced its
reliance on US markets. The final deal that both
sides announced on January 15, 2020, largely
resembled the offer Beijing had put on the table
from the start — increased goods purchases plus
commitments on improved intellectual property
protection, currency, and forced technology
transfer. Missing from the deal was any forward
movement on subsidies, state-owned enterprises,
and China’'s uses of industrial policy to advantage
its own firms over foreign competitors. Progress
on market access also proved underwhelming
outside of the financial sector. Ultimately, the
phase one agreement disappointed because it,
along with the trade war, severely damaged the
US economy while failing to make significant
progress in fundamentally resolving the structural
imbalances of the US-China trade relationship
(Hass and Denmark).

The pandemic that followed effectively
disrupted global supply chains as well. But
China's economy has been able to bounce back
since the second quarter of 2020. As one of the
first major economies to come out of lockdown,
it has been able to provide countries like the US
with the products they need. Part of this was
due to increasing exports of health supplies and
equipment. This has been helped by the many
tariff exceptions granted by the US concerning
products like not only surgical gloves and face
masks, but also many electronic items, car parts
and others. All this has boosted trade between
the US and China almost back to pre-dispute
levels. But the effects of the trade war are still
playing out. While prices for Chinese imports rose
during the dispute, US demand in cell phones,

computers, lamps or printers didn't cease. As
a result, US consumers and manufacturers are
shifting to other countries to get the products
they need. For some, the gains from this trade
redirection might even outweigh the negative
effects of the dispute. For non-China emerging
economies, the positive impact dominates. The
gain seems to be the largest for countries who
can produce similar products to those made in
China. Among those who benefited most was US
neighbor Mexico: Between 2017 and 2019, the
country exported an estimated US$4.7 billion
more to the US as a result of the trade dispute.
The added billions are especially significant for
countries with lower GDPs, like Vietnam, Malaysia
or Taiwan. Among them, Vietnam is the clear
winner. The additional US$6.4 billion gained
during the two years of the conflict is equal to
almost twice the country’s entire yearly health
care spending. One clue for the importance of
an exporter is the market share that its products
command among all products imported by
its trade partner. For example, China used to
provide 62% of computers imported by the US.
At the end of 2019, that was down to 44%, a loss
of more than US$5 billion. But China's loss was
Taiwan's and Mexico's gain: They each gained
around six percentage points in market shares.
By the end of 2019, they provided 10 and 25% of
all computers imported by the US, respectively.
For Mexico, though, the pandemic disrupted
the gains made in the past two years. Imports
from Mexico to the US have nosedived; Even
fewer products come from Mexico to the US now
than before the trade dispute began. But so far,
Vietnam and other Southeast Asian economies
have been able to hold onto their gains. Some,
like Vietnam and Taiwan, have even increased
their exports to the US further. That is partly
because countries like Vietnam had long started
positioning themselves as alternatives to China
for foreign manufacturers (Lasowski).

Present state of Agreement

US President Donald Trump started a trade
war with China to fix what he's repeatedly blasted
as an unfair relationship between the world's two
largest economies. But as the president made
his case for a second term ahead of November's

R EEESBERAE 201 7FE2019F 8, A THER
S5 Us, 2P EIXY EH IE I T Y4712 E 0.3 T .
IR oA EECDPRIEME KA FKIR, ExtsE
HOWEMTHHZETED, HEEARERASH
E AN ERENTER S BInT, HE O T 64
2%, BT zE2EETRESZ HNRE S
W OEEEEN—KIEFEETRER S I EE O
FrB =@ PT B 210 8. 510, i A S=EFH ORI E
AR5 62%3% B HR[E, F20194F K, X—EhBIpE ZE 44%,
Fh[E O S830 5012 32 75, I E AR i 5k, B
E & SHIX A B = H g K ANt EE OH
DHEDBIEIN T AN BE D R A E2019F K, =EH
HOMEBKSED, KB EISFMEAITHIH 5 510%F
25%. 182, BT HEIBE &M, kA T B aEhd ARE
BRI 55 HH 11218, 28 P8 ST X S [E B 3RS TR ; T
NS BRI EEHOFREELLFERZ S IRITH
IR D BRI BN LE, SR E M R T E5HE
BELEIF LTINS SEH 18K R F & S — LLFE A
X EHOMEEBE . X0 RREET, #rE
EEFHNESEEMS, —BELEEE M ANTRE
MR EARRE OE (Lasowsk) o

FREE— P ER B2 B N ERAK

EERAENE - FRAERENTERZ L, BT
BREH—BHLURITENXA MERRANEFE 28
WA FRF KR ABELLE AR, REE A FRELR
VOB, WX ENEIITBEEE LN R Z 4,
BT ARG UEERETR S EEH B EERN
BRE5F, BREZRFACT T hEH . MELERS
ERXTEE O, BRAHALMES MR TEER
BRI OINERGEHMRIR L, f) B RS E R
B, REREAIEEN P EB RS TR LGN
EERSZHE, BF2020E88, EERZFET AEB
T670123%7T, NIAFERNAERE KT XIE R Z K
1T, BE TS ANSRTIE RS FRFEANFLIY
B, RETZFNBANRERRZRFH I —ENEFAE
AR BMEERIER LY, EERZ T EN STt LF
BB AR 2 T, RESFAEL ST LEUE 7T, X
WEERGHIAZ— MNP EE.MELFER, PEVH
HORS R SR EBNE2020FEFRBSTESE T
ERRAZE M MER RS0 XM, EEH
HEEBUEX R EIT 160012 =589 8 @INER X X2 TE
BIB@EAHPEL2REFT 2 H. HESESH, FEWX
EERTDNEXEAIHNFEEN—F.REAER
JAFMInNLE FEEE (LarryKudlow) B A FER, 5
RSXE T8, BEMBDIRGAAR R IR LI
TRIERBHEIR SFIAEEE—MEXINET, 155E
SPIZINFRA Y, IR EEE “U T EEIR, IE
ETARERNRENS—MNEF LAEBREHRRK

U/, RrBAE EFH RN HREIFEINF, BRI, 5
FHMABERF AL, WESENMTKTokER KA
SIRIBRE!, H B EREH— T fEIER (Disis) o

EEE=FRRE D8 L, KRR E SARAIRA 7 i
et SRR 2 [BAY K R HR L T~ B SOR S TR
EX MEESFIRZENS —MBRRAZMIUNTESE
FRRARFTFANED 202077, REZ BRI R KX
R EEBREAMTE —RAEBFERT
EARBEIEHENS, BB EM EERET. BHEAIIR
FRAMRIEAN  EEE RFEfE N <X H T REHERET
HAFEE, MRAMBINRES S T A5 ERAS), thAE
EREL N X AEEE A EINEE.

BEIAIPEREL KX AZINBENE RFE, &
FAE IR FERERD XY P E B SRAEUER S MR A B XY B 3=
EH O @R ER B KB E M E T R W &R
BRI EE T L EREWHA FT2020F 1 F1ANE—
MEERZ NN B —BELRE T EXREZFRASN
BT, LR HES —ZT, RIFHFHNRE. ARREZ S
BUAMIAEINZE K R B BUN AP EN T A E R B
E—MNERZ NN T KENBMBUA R K BE R
E 2 BN EKBBEE R, WHMMFEERIAA, L 1EY
WRTF, RERZ AL K EREN W EE R EE,
BREREDROE S ERFAENLSTRIM L, 56
PEXRAFRFE—MREIRSEER S B EER
PIRR, FER KX AZTNELRT I AR LA
. EEE RFRT, ISV DAR, B ENITAEEFEER
MEEPIY, BEEEFERAFNT. ZE. NEEEH
hen REVE R IERITE. PE—LARAYE Hm@m LK
MNERNPREFEERETTMHEMNZIELILR XL =AE
XA ERINNERESE, FEE RME KN, REF
END KRB NEK, EHFRAEBAMIEFERNE
BBy, W FREXRFNESL, PE—BEZHED
T, MR PR B Rk LRI E (Swanso-
nandBradsher,OnceaSource) o

TE—MEMNEEZENBfE, MELFX RN
EXABUNER A HAEFTRRERIEEENINE
TE T, BICBWA L EZMINETZAE 2 25 FEA
R ZRANKR N SBERA R PARIFT RS - =15
# (WendyCutler) #F, NS EREE RAAB.00
Wk, MTREBE T X TEFE 7, BRI EE KL,
RE RS K EE N . RIF#RT, “ELURE
RIS, REMENRNESSHER, BNAEHER
FBREITIZINI, dhab 7, TS ST RFRAE X
HUSFITIKTOKRENRTT IR A Mo iR FEH, RESF
EZNEENRTRXWELFHE, RBAFEETETHE
B S MY AR RIS, o FE2020EE 7 B 1R K2 BD 3 85—
AER A Z AT H E I EY, REINTEIL E A#
IRFT, PECAREL DN M IE, A &



election, he didn't have much to show for a
bruising trade battle that has been a cornerstone
of his foreign policy. Trump vowed to cut the
US trade deficit, but instead it's reached historic
highs. He wanted China buy more American
products, but that hasn't happened as much as
Washington would like. And he's made almost no
progress on big structural issues that American
companies care most about. Despite Trump's
pledge to narrow America's trade deficit by
slapping heavy tariffs on Chinese goods, the gap
by which imports exceeded exports in August
2020 widened to more than US 67 billion, its
highest monthly tally in 14 years. But it's a rough
look for Trump, who made the deficit central
to his spat with Beijing despite experts arguing
that it alone wasn't necessarily a negative for the
economy. Even before the pandemic hit, the gap
between exports and imports was still higher
than when he took office. It also doesn't help
the United States that China has found relative
economic success this year. The country's exports
and imports have been surging as its economy
reopens. Trump started off 2020 with a partial
US-China trade deal in hand. The two countries
agreed to reduce some tariffs and allow Beijing
to avoid additional taxes on almost US$160
billion of the country's goods. That was before
the pandemic upended the global economy. As
of August, China was on pace to purchase less
than half of what it had agreed to. And while
White House top economic adviser Larry Kudlow
said that month that the trade relationship with
Beijing was "fine," talks to revisit the temporary
truce and hash out future agreements appear
to have been postponed indefinitely. Trump
praised the Phase | deal when he signed it in
January, claiming that the two countries were
"righting the wrongs of the past and delivering
a future of economic justice and security for
American workers, farmers, and families." Since
then, Trump reiterated that the deal is “going
very well,” even as Washington has pressured
Beijing on other fronts, tightening the screw on
tech companies such as Huawei and TikTok and
threatening further sanctions (Disis).

For the better part of three years, President
Trump's trade war strained relations between the
world’s largest economies. Now, the trade pact the
two countries signed in January appears to be the

most durable part of the US-China relationship.
Tensions between the United States and China
began flaring up over the coronavirus in July 2020,
which the Trump administration accuses China
of failing to control, as well as accusations of
espionage, intellectual property theft and human
rights violations. American officials ordered the
closure of China’s consulate in Houston, saying
that diplomats there had aided in economic
espionage, prompting China to order the closure
of the American consulate in Chengdu.

But unlike previous moments of heightened
tensions between the US and China, Trump did
not threaten to impose additional tariffs on
Chinese goods or take other steps to punish
companies that export their products to America.
And neither side has threatened to rip up the
initial trade deal they signed in January 2020,
which took years of painful negotiations to
complete. Trade, long the most contentious part
of the US-China relationship, suddenly became
an area of surprising stability. The reasons have
more to do with politics than diplomacy. Both
the Trump administration and Chinese leaders
invested time and political capital in reaching
the Phase | trade deal. As tensions between the
two countries rise again, both sides appear to
think they have more to lose from rupturing the
agreement than they would gain. As painful as
the trade war was for companies on both sides
of the Pacific, it provided a strange source of
stability for the US-China relationship by focusing
the conflict between the countries on purely
economic matters. With trade no longer the
source of friction, tensions are spilling over into
diplomacy, security and technology. American
officials say that China’s behavior has become
increasingly provocative in recent months,
prompting tougher action not just from the
United States but also Australia, Britain, India
and other nations. Some public figures in China
blamed increasing tensions on Democrats and
Republicans in the US competing to appear
tougher on China ahead of the general election
in November. Chinese officials and experts
argue that recent difficulties in bilateral relations
between Washington and Beijing are caused by
the Trump administration and not by the Chinese
government, which has tried to address different
challenges in the relationship individually, rather
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than linking them together for leverage (Swanson
and Bradsher, Once a Source).

Six months into the Phase | deal, the economic
relationship became the bright spot in an otherwise
deteriorating relationship. Amid the current
recession and pandemic, it would been foolhardy to
rip it up on either end. Wendy Cutler, a former trade
negotiator and the vice president of the Asia Society
Policy Institute, said that the agreement would allow
officials in China to focus on its economic recovery
without having to worry about more tariffs, and
help American officials keep farmers happy before
the election. “At least for now, both sides share an
interest in making the agreement work, although
the naysayers in both capitals are gaining ground,”
Cutler said, adding she expected the Chinese side
to express displeasure over Mr. Trump's actions
against WeChat and TikTok, while also pointing
to record agricultural purchases they made this
summer as evidence of their commitment to the
trade deal. Asked in July 2020 about the imminent
half-year review of the phase 1 trade agreement,
Zhao Lijian, a Chinese foreign ministry spokesman,
said that China had “conscientiously implemented
the agreement.” He added that the coronavirus
epidemic and the tightening of American export
controls had undoubtedly had an impact on some
imports. “Under the current situation, it is necessary
for both parties to work together to strengthen
cooperation and overcome difficulties together,”
Mr. Zhao said. “China hopes that the United States
will stop restrictive measures and discriminatory
practices against Chinese companies and create
conditions for the implementation of the first phase
of economic and trade agreements” (Swanson and
Bradsher, American).

Meanwhile, as China shakes off the coronavirus,
its purchases of American products appeared to
be ticking up. China’s politically sensitive trade
surplus soared to a record US$75.4 billion in
November 2020 as exports surged 21.1% over
a year earlier, propelled by American consumer
demand. Exports to the United States rose 46%
despite lingering tariff hikes. Total exports rose
to US$268 billion, accelerating from October's
11.4% growth. Imports gained 5% to $192.6 billion,
up from the previous month’s 4.7%. Chinese
exporters have benefited from the economy’s
relatively early reopening after the Communist

Party declared the coronavirus pandemic under
control in March while foreign competitors still
are hampered by anti-disease controls. “Exports
were much stronger than expected in November,”
said Julian Evans-Pritchard of Capital Economics
in a report. Forecasters say that surge is unlikely
to last into 2021 once coronavirus vaccines are
rolled out. China’s global trade surplus for the first
11 months of 2020 was US$460 billion, up 21.4%
from this time last year, already one of the highest
ever recorded. The trade surplus with the United
States swelled 52% over a year earlier to $37.3
billion. Beijing promised to buy more American
soybeans, natural gas and other exports as part
of the “Phase 1" agreement signed in January
and aimed at ending a costly tariff battle over
Chinese technology ambitions. China fell behind
on meeting those commitments earlier in the year
but is catching up as demand rebounds. Chinese
imports are growing faster by volume than by
value because demand has been chilled by the
shutdown of travel and industry, driving prices
lower. China is on track to become the only major
economy to grow in 2020 while activity in the
United States, Europe and Japan falls (Mcdonald).

Indeed, by November 2020 some farmers
who were able to weather the storm were
asking themselves “What trade war?” Measured
by the bushel, the US-China relationship has
never been stronger. Through the trade war and
open hostilities at the highest political levels,
pig farmers in China and crop farmers in the
US have become increasingly interdependent.
Already America’s biggest customer of soybeans
and sorghum, for this season China bought an
unprecedented 11.2 million metric tons of corn,
up nearly 1,300% compared with pre-trade-war
purchases. For the moment, both sides seem
happy. The American imports have helped China
feed its hog herd, which is recovering faster than
expected after the African swine fever outbreak
created a shortage of the country’'s most staple
protein. Meanwhile, US farm profits are at a
seven-year high, riding China’'s demand and
additional support from federal aid to agriculture.
China’'s bought nearly 30 million metric tons
of US soybeans, the most for this point in the
season since 1991 and 57% of America’'s export
sales. For sorghum, which is also a substitute
for corn, China accounts for 80% of sales. Corn
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purchases, once negligible, rocketed to almost
30%. But the deeper reliance is tenuous. As
the trade war showed, that market can quickly
evaporate, and experts warn that any number
of geopolitical events could end with another
chill on Chinese imports. “American agriculture
has to be careful of putting too many eggs in the
China basket,” said Tom Vilsack, who served as
Agriculture Secretary from 2009 to 2017 and as
of this writing was the top pick to reprise the role
under a Biden presidency. “I think the lesson that
should be learned from the last couple of years
is the need for American agriculture to continue
to diversify so there's always somewhere else the
products can go, other than the storage bins.”
For now, purchases are so big that traders are
even drawing parallels with the Soviet era’s “Great
Grain Robbery,” another huge agricultural trade at
a time of tensions between superpowers. Overall,
the US nearly exhausted its export capacity. The
farm belt, which voted overwhelmingly for the
re-election of Donald Trump, is waiting to see
how Biden will approach trade negotiations with
China. Trump’s North American and Chinese
trade deals, plus Covid-linked farm aid, have
sustained the agricultural economy. Even if
relations improve, China's appetite for American
crops reflects a combination of factors that won't
remain static: the strength of China’s post-Covid
economy, the unanticipated consequences of the
African swine fever recovery, and the limitations
on the country’s own corn production. Others are
skeptical about the influence of the trade deal.
“China doesn't adhere to trade policies because
they'd like to, it only happens when there is a
need,” said Dan Basse, president of Chicago-
based consulting firm AgResource. “I think China
would have bought the same amount of grain
relative to having a phase one agreement or
not.” China has already bought so much corn
from the US and Ukraine, traditionally its biggest
supplier, that imports this year exceeded for the
first time the 7.2-million-ton quota set by the
World Trade Organization. The USDA's Foreign
Agriculture Services expects China's purchases
to triple to 22 million tons in 2021. Those are the
projections that will inform US farmers as they
decide how to allocate their land for the 2021
growing season. Behind closed doors, American
executives worry that they're at a disadvantage.
China closely guards the status of its reserves,

and only its state-owned enterprises understand
the full scale of the country’'s demand. Typhoons
in the northeast could have done serious damage
to the country’s harvest or, as its agriculture
minister said, this year could see a bumper crop.
The amount of corn subject to lower tariffs is
also opaque. Despite the jumps in purchases, the
scars of the trade war remain. Tariffs are still in
place, a challenge the Biden administration will
eventually have to deal with. The new president
will also have to tackle issues such as intellectual
property and business practices, which remain
on the table. Any sticking points over any of those
issues could stress agricultural trade, as China’s
tension with Australia is once again making
clear. What began in 2018, when Canberra
barred Huawei Technologies Co. from building
its 5G network on national security concerns,
has snowballed; this year, China moved to block
imports of barley, wine, sugar, lobster, coal and
copper ore (Bloomberg).

China’s New Export Control Law

China’s blooming imports and exports may
have been in anticipation of China’s broadly
defined export control law that came into effect in
late November 2020, expanding Beijing's arsenal
of countermeasures to trade restrictions imposed
by other countries. The law bears resemblance to
US Export Administration Regulations, including
a list of controlled items like sensitive technology,
military goods, dual-use items that have both
civil and military uses, and a license requirement
for anyone who intends to export or re-export
these goods. The regulation is widely viewed as a
response to United States’ restrictions on Chinese
technology firms like Huawei Technologies Co.,
which has seen access to American technology
severed amid a growing tech war between the
world's two largest powers. The Export Control
Law may prove to be a milestone for China
because this new law provides the country with
the first comprehensive regulatory framework
for restricting exports of military and dual-use
products and technology for national security
and public policy reasons. Virtually all major
economies already have similar laws and
framework to regulate foreign export control
practice in place, so China is filling a major gap
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and catching up with what has been done in
many other places. The new law explicitly allows
China to retaliate against a country that violates
export controls and endangers national security,
although the definition of abuse is not clearly
defined. The regulation would allow Beijing to
take radical positions in terms of trade exports
as it was much broader than similar legislation
in other countries. For instance, the government
would be authorized to restrict exports to foreign
companies deemed to threaten China’s national
security or national interests, he said. China’s
new export control law explicitly allows it to
retaliate against a country that violates export
restrictions and endangers national security.
While the control list is not yet available, the
Ministry of Commerce published an expanded
list of Chinese technologies restricted for export
at the end of August 2020. The updated list,
which should give a clue on controlled items,
added two dozen technologies, including lasers
and drones, that need government approval for
sale overseas. The new law also allows Beijing
to impose temporary export controls on goods,
services and technologies that are not on the
official export control list for up to two years,
providing the government with ample flexibility to
impose restrictions. It is unclear whether Beijing
will use US-style to penalize foreign companies
that violate Chinese export controls by selling
products that consist of restricted technology.
A draft version of Beijing's export control law
published in 2017 contained something similar
to long-arm jurisdiction, but was removed in the
final version because of concerns over its negative
impact on China’s role in the global supply chain.
Importers and end users of controlled items also
face greater scrutiny. An end use certification
document issued by the destination country
is a prerequisite to getting an export license.
Companies or individuals that break the law could
have illegal gains confiscated and be levied with
fines of up to 20 times the value of transactions.
Business licenses could also be suspended and
export permission revoked (Leng).

The law is not entirely new, but a higher-level
and more comprehensive update to existing
regulations “for the control of nuclear, biological,
chemical, missile, and military export[s].” The law
is to be administered by the State Export Control

Administrative Departments” of both the State
Council (China’s top governmental body) and the
Central Military Commission (the top authority
over China's military, the People’s Liberation
Army), to which companies will have to apply for
licenses if they want to export restricted goods
and services. The law reserves the right to restrict
items not on the control list if the exporter “is
or should have been aware” of potential risks to
China's national security or national interests.
The government can also restrict exports of
items not on the list for up to two years using
“temporary” export controls. In the law, export
controls are defined as applying to “dual-use
items, military items, nuclear items and other
goods, technologies, services and items relating to
the maintenance of national security and national
interests, and performance of anti-proliferation
and other international obligations.” The vague
mention of exports related to “national security
and national interests” raises the potential for
broad application. Already, earlier this year the
Chinese government moved to block Chinese
company ByteDance from ceding control of the
algorithm used to run its popular TikTok app as
the Trump administration sought to force a sale
as a condition of allowing TikTok to continue to
operate in the US. Sharing the algorithm was
deemed a threat to China’s national interests.
The phrase “national security” alone appeared
in previous drafts. The addition of “national
interests” “provides an explicit basis for export
control measures designed to advance foreign
policy or industrial policy goals unrelated to
conventional defense and security risks.” That,
combined with placing the onus on exporters
to decide if even unlisted products and services
require an export license, adds up to a potential
minefield for companies. And, as a report
from the US Congressional Research Service
pointed out, the law allows for the granting of
export licenses to be based on “not only the
particular technology, end use, and end user,
but also an entity’s ‘social credit’ rating.” That
effectively provides another legal tool for the
Chinese Communist Party to coerce businesses’
compliance with Party ideology and end goals. Of
particular note from a geopolitical perspective,
the Export Control Law explicitly mentions striking
back at other countries’ own export control tactics
in article 48: “If any country or region abuses
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export control measures to endanger the national
security and national interests of the People’s
Republic of China, the People's Republic of China
may, based on the actual situation, take reciprocal
measures against that country or region.” And
the law provides for extraterritorial reach as well,
meaning China could seek to use the new law to
retaliate against US firms for trade restrictions
imposed on Chinese companies by the US
government. Under the Trump administration, the
Commerce Department’s “Entity List” has been
used more and more frequently as a weapon in
the trade war with China. The Entity List restricts
US companies from selling products and services
to certain buyers. The Commerce Department
added Huawei to the list in May 2019. Since then
a spate of Chinese companies have been added
for their ties to the Chinese military and other
entities. Currently, the US Entity List includes over
250 Chinese companies - not counting foreign
subsidiaries established abroad (Tiezzi).

Future Expectations

With past incoming presidents, Beijing has
made it patently clear its cooperation was
conditional. New presidents tend to be quite
bullish about their ability to change American
policy, but almost all tend to be disappointed.
Obama sent an emissary to Beijing and they came
back empty handed. That's a way you can test a
new president. It doesn’t have to do something
dramatic but it sends a signal. Maybe you just
won't return their phone calls. Personalities can
ease or intensify the parrying. Known, predictable
players, even if they are disliked, tend to lower
the temperature and blunt the temptation
to score opportunistic points, analysts said.
Biden's experienced choices, including Antony
Blinken as secretary of state, contrast with the
revolving door of neophytes seen in the Trump
administration. During the 2001 US spy plane
downing - the result of a single Chinese pilot
rather than an intentional Chinese test, many
believe - secretary of state Colin Powell and
US ambassador Yang Jiechi worked through
diplomatic channels to resolve the crisis, even
as Beijing made propaganda hay of it in public.
That working relationship paid dividends a short
while later when the US sought UN help after the

September 11 attack. It showed both sides they
could work together diplomatically, even with the
hardest problems, however, there are lots of fault
lines that can be trampled. Most US presidents
weather an early foreign policy test that can set
the tone for their tenure. John F Kennedy'’s failed
1961 Bay of Pigs invasion of Cuba and early
meeting with Nikita Khrushchev in Vienna, which
led the Russian leader to conclude Kennedy was a
pushover, helped fuel the Cuban missile crisis the
next year. Bush was taken aback by the Hainan
Island spy plane downing. Obama was criticized
for appearing weak, allowing China to militarize
the South China Sea despite Xi's assurances. Let's
face it. In the end, the US is the big prize for China
and China is the big prize for the US. Each side is
going to be looking for whatever advantage they
can get (Magnier).

President Trump's rhetoric against China may
have brought few lasting economic benefits
so far, but all those attacks still have changed
the relationship between the two economic
superpowers. And although President-elect
Joe Biden will likely set a politer tone, he can ill
afford to ease off on China as American attitudes
toward trade and big global deals have soured
in recent years. Meanwhile, skepticism toward
China abounds in both parties, especially among
the progressives who helped elect Biden. It's
a marked change for an incoming president
who voted for the North American Free Trade
Agreement, despite later expressing misgivings
about it. He also once voted to set the path for
China to enter the World Trade Organization,
eventually helping fuel the Asian country's
incredible rise as a manufacturing superpower.
But Trump has successfully shifted the debate on
China by repeatedly accusing Beijing of predatory
policies that gutted American industries, even
if few companies have relocated back to the
United States. Meanwhile, years of job losses
and factory closures have hardened public views
about trade, especially in key electoral states in
the Rust Belt. The hostility toward China is shared
by unions and left-wing groups that helped elect
Biden and see previous Democratic support for
trade agreements such as NAFTA as a betrayal.
Biden could also be constrained by changes to
global sentiment toward the United States under
the Trump administration. During the campaign,
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Biden criticized what he sees as Trump's go-
it-alone approach to China and said that the
US needs to ally itself with Asia and Europe to
force Beijing to play by the rules on trade. "If
we don't set the rules, we in fact are going to
find ourselves with China setting the rules, and
that's why we need to organize the world to
stop China to stop the corrupt practices that are
under way," he said in a 2019 Democratic debate.
That may be easier said than done. Joining
with allies to contain Beijing was the impetus
for the Obama administration's Trans-Pacific
Partnership, a gargantuan trade deal among 12
Pacific-Rim nations that excluded China. But the
TPP was scrapped by Trump as soon as he took
office, and Biden has said he won't support it
without significant improvements in labor and
environmental safeguards. Meanwhile, the world
has moved on without the United States. China
and 14 other countries signed a trade pact of
their own, the Regional Comprehensive Economic
Partnership (Zarroli).

So, there is no indication the trade war will
end anytime soon. Keep in mind that many
of President Trump’s positions on trade are
those previously supported by the Democratic
rather than Republican Party. The reason that
President Trump has received so little blowback
from his own party — beyond the fact that most
presidents generally win the support of the
parties over which they are the titular head —
is that much of the world believes that China
has not lived up to the commitments it made
when it was granted admission to the World
Trade Organization in 2001. That would include
many Democrats. That was the reason President
Obama had helped cobble together a dozen
nations to create the Trans-Pacific Partnership,
after all. All that was lacking was congressional
approval. One of President Trump's first official
acts was to withdraw from TPP. The other nations
went ahead, on their own. Although there have
been questions over the years about the post-
war initiatives and the US's level of financial
commitment to them — UN, WTO, NATO, WHO —
President Trump has dialed up the pressure on
this alphabet soup of global organizations, forcing
proponents to argue for the survival of United
States’ involvement. Enter the US-China trade war
in the spring of 2018, about 2 1/2 years ago, one

year after the United States would become the
first nation to ever import more than $500 billion
from one nation — and then do it again the next
year. US trade with China actually increased in
2018, even though the trade war had begun, and
for the fourth straight year it was the nation's
No. 1 trade partner. In 2019, however, Trump
ratcheted up the pressure with sweeping import
tariffs, and US-China trade fell to its lowest level
since 2012 — and fell behind Mexico and Canada
to rank third globally, its lowest finish since 2002
— one year after becoming a member of the
WTO. That might suggest some success. But that
would fail to consider US-China trade in 2020. US-
China trade is down 12.57%, which is less than
the US average with the world, 13.75%. If you
subtract imports from exports, you get the trade
surplus — if exports are greater than imports —
or deficit. If you divide exports by total trade, you
get a related but slightly different measurement,
a true "balance of trade.” This number doesn't
move much from year to year or even over time.
The US average with the world has hovered
between 40-42% exports for most of the last 15
years. For the two years prior to China's ascension
to the WTO, in 1999 and 2000, for every dollar of
trade between the world's two largest economies,
14 cents was an export and 86 centsimport. By
2009, it was at 19 cents. For seven of the next
eight years, it was 20 cents on the dollar or better.
In other words, trade was more than 50% more
balanced that it had been within a decade, even as
the deficit grew, and it stayed that way until 2017
— right before Trump launched the trade war.
That's because US exports to China were growing
faster as a percentage though not in actual dollars
than US imports from China. The good news
here is that, year-to-date, the percentage is 21%,
essentially matching the record high — which
remains somewhat stubbornly well below the US
average. For the month of July, the percentage
was back down to 18%, though on a monthly
basis, the figure can be a little jumpy, particularly
in a pandemic and recession. Bottom line: Here
you can see the impact. In the eight years prior to
the start of the trade war, the trade balance was
20 cents on the dollar or greater all but one year.
It was below that in both 2018 and 2019. Let's see
what happens with 2020 (Roberts).

2016: XESFE#LABES

R
—H 20186
—J 2018
=H 2016
)] 2016
HA 2016
77H 2016
4 H 20186
M 2016
R 2016
B 2016

+—H 2016
=K 2016

EL 2016

e
82089
B.080.5
89258
BETRY
85420
BA456
9,129.7
93729
85212

12,600.0
12,0441
11,644.8

115,594.8

. du
37,1264
36,086.9
29,812.3
32,9202
75137
38,5382
39,4380
43.221.8
42,0209
43,7881
425026
38,3588

462, 420.0

i
=28.917.5
-27,985.4
-20,885.8
-24.240.5
-28,971.8
-28,683.6
=30,309.2
-33.840.9
-32.498.8
-31,1838.1
=30,558.5
=27.714.1

-346,825.2



As progress on the US-China trade relationship
languishes, tensions between the two countries
have escalated in other areas as they blame each
other for starting and mishandling the coronavirus
pandemic and other issues. Washington has
targeted TikTok owner ByteDance and has forced
Huawei into a fight for survival. What Trump
has succeeded in doing is changing the way
Washington talks about China. The idea that a
more aggressive approach is needed has now
attracted bipartisan support, for the most part, as
lawmakers consider all aspects of the relationship
with more scrutiny. The evolution of the US-China
trade conflict is likely to vary across a number
of dimensions, including trade, technology, and
the financial sector. In that scenario, expect the
relationship between Washington and Beijing
to continue splintering as the two countries
fight over 5G networks, quantum computing,
artificial intelligence and biotechnology. In vying
for dominance in these areas, the US and China
have set about decoupling, reducing cooperation,
restricting technology sharing, even shutting down
trade in some cases. Biden would likely be forced
to pursue policies that encourage decoupling,
albeit with his own style of governance (Disis).

Beijing may face a more complex challenge in
relations with Washington with Biden's top trade
appointment set to be an experienced hand in
US-China trade disputes. Biden plans to nominate
Katherine Tai - a Chinese-American and the
trade lawyer for the House of Representatives'
chief taxation committee - to succeed Robert
Lighthizer as head of the Office of the US Trade
Representative (USTR). If confirmed, Tai would be
the first woman of color to fill the position and
the second Asian-American to take a cabinet-level
post in the upcoming Biden administration. (Wu
and Wong).

If confirmed by the Senate, Tai would inherit
a critical, Cabinet-level position tasked with
enforcing America's import rules and brokering
trading terms with China and other nations. Tai,
who is Asian-American, would also be the first
woman of color to serve as the USTR. She is fluent
in Mandarin. In choosing Tai, the senior trade
lawyer on the House Ways and Means Committee,
the Biden team likely signals an intent to return
to a more multilateral trade approach to advance

US trade interests and confront growing economic
competition from China. Biden heralded Tai's
experience in a press release as key to important
insights while the incoming administration reviews
the trade deal outgoing President Donald Trump
brokered with Beijing. “Her deep experience will
allow the Biden-Harris administration to hit the
ground running on trade, and harness the power
of our trading relationships to help the US dig out
of the COVID-induced economic crisis and pursue
the President-elect’s vision of a pro-American
worker trade strategy,” the Biden transition
team wrote. Though Tai may favor multilateral
enforcement mechanisms more than Lighthizer,
her leadership as USTR wouldn't necessarily signal
a change to the tougher stance toward China. She
has said that China should be addressed forcefully
and strategically. “They both also have a long
history of dealing with China’s unfair practices, the
most pressing trade issue of our time,” according
to former top White House trade negotiator
Clete Willems. “Where Katherine's approach is
most likely to differ is on how she uses the WTO
system and alliances to pressure China to change
behavior.” From 2007 to 2014, Tai successfully
litigated Washington’s disputes against Beijing
at the WTO, the global trade organization based
in Geneva, Switzerland. Lighthizer and his team,
frustrated with what they viewed as slow-moving
bureaucracy and China's influence at the WTO
and World Bank, often opted to work around the
WTO and take a more direct approach through
tariffs. As the former head of USTR's China trade
enforcement, Tai has experience bringing and
winning joint WTO disputes against China while
partnering with countries like the EU and Japan
and is likely to pursue a similar approach. Her
fluency in Mandarin would command respect at
the negotiating table with China. In August 2020,
Tai called for a different approach to China from
the years-long tariff war waged by Lighthizer
and said the use of import taxes are actually a
defensive maneuver. Rep. Don Beyer, D-Va., Tai
would be a smart choice for USTR based on their
time working together on the Ways and Means
Committee. “She is exactly the right kind of
cooperative leader to help return rationality to our
trade policy and restore the respect of our allies
around the world,” Beyer said in the release. The
committee’s chairman, Massachusetts Democrat
Richard Neal, offered similar sentiments: “Her



time with Ways and Means is filled with many
accomplishments, but none greater than the
key role she played behind the scenes in our
successful work to improve the US-Mexico-
Canada Agreement and secure widespread
support for its passage,” Neal said. “As the United
States seeks to repair strained relationships
with our partners around the world and address
increasingly perilous challenges from China,
Katherine will be an honorable and effective
representative for this nation, our people, and
our interests,” he added (Franck).

As the Biden administration takes the reins in
Washington, the stakes have never been higher
for the US relationship with China and the rest
of Asia. As the likelihood of a US-China reset
increases, former intelligence officials and foreign
policy analysts are gaming how Beijing could test
the mettle of the incoming Biden administration
for weakness and opportunity. Most expect
Beijing to initially take it slow in line with its past
approach toward presidential transitions and
to avoid jinxing a potential course correction
after four brutal years of trade wars, name-
calling and recriminations. Unplanned events or
misunderstandings also can try the relationship,
analysts said, as seen with the US bombing of
China’s Belgrade embassy in 1999 during the Bill
Clinton administration or the downing of a US spy
plane off Hainan Island early in George W Bush's
presidency. In the complex world of diplomatic
probing and gamesmanship, one touchstone will
be who takes the initiative on any efforts to reduce
tariffs on about US$360 billion in US imports
hanging over the global economy and which side
travels to the other’s capital. This would likely
signal which side feels the greatest economic and
political pain and is willing to make concessions.
Some early signaling on Beijing's part could
include the reining in of nationalistic “wolf warrior”
diplomats and even meeting 2020-2021 agriculture
purchase targets of US$81 billion under the phase
one trade deal, to undercut the narrative that it
can't be trusted. Joe Biden today is more cautious
about China's trajectory than he was 20 years ago
because China’'s behavior has not been consistent
with a rules-based international order. But he has
not closed the door on China. Another key part
of the wary US-China dance will be sequencing,

specifically whether the new administration
engages directly with Beijing or lets it twist until
it forges a common front among allies equally
frustrated with China's intellectual property theft
and subsidized state-run companies. In apparent
preemptive moves, Beijing recently sent envoys
to Seoul and Tokyo, urged Europe to chart its
own course independent of the US and became a
founding member of one regional trade grouping
and expressed interest in another, neither of
which include the US given Trump's “America First”
policies (Magnier).

Biden will need to walk a careful line. He and
his advisers view many of Trump’s measures,
which were aimed at severing ties between the
Chinese and American economies, as clumsy,
costly and strategic. They say they want to take
a smarter approach that combines working with
the Chinese on some issues like global warming
and the pandemic, while competing with them on
technological leadership and confronting them
on other issues like unfair trade. Even if Biden
departs from Trump’s punishing approach, his
administration will be eager to maintain leverage
over China to accomplish its own policy goals.
And the new administration will face pressure
from lawmakers in both parties. “This is likely
going to be a period of continuing uncertainty
on the US-China front,” said Myron Brilliant, the
executive vice president of the US Chamber of
Commerce. “There is no question that President
Trump has adopted a tough stance on China, and
this probably doesn't give President-elect Biden a
lot of political flexibility early on, but we expect a
significant departure in tone, style and process.”
Biden has given few details about his plans for
US-China relations, other than saying he wants to
recruit American allies such as Europe and Japan
to pressure China to make economic reforms, like
protecting intellectual property. He has pledged
to devote more resources to enhancing American
manufacturing capacity, infrastructure and
technological development, to ensure the United
States retains an edge over China even as it invests
huge sums in fields like telecommunications,
artificial intelligence and semiconductors. Biden's
first moves could also be dictated by Trump’s final
months (Swanson).
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2020: U.S. trade in goods with China
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2017: U.S. trade in goods with China
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February 2017
March 2017
April 2017
May 2017
June 2017
July 2077
August 2077
September 2017
October 2017
November 2017
December 2017
TOTAL 2017

2016: U.S. trade in goods with China

Muonth
January 2016
February 2016
March 2016
April 2016
May 2016
June 2096
July 2016
August 2016
September 2016
October 2016
November 2016
December 2016
TOTAL 2016

NOTE: All figures are in millions of U.S. dollars on
a nominal basis, not seasonally adjusted unless
otherwise specified. Details may not equal totals due
to rounding. Table reflects only those months for

Exports
3,955.5
3,739.8
9.720.2
5,806.5
2.EED.D

97182

9.954.1 |

10,8255
10.896.0

12,9632

12,9084 |

13,6299

128,957.2

Exports
6 1080
BORD.S
89756
BETAT
B.5420
BE45.8
$120.7
83725
5212
12,6000
120441
11,6448

115,594 B

which there was trade.

Source: US Census Bureau

Imports
41,3356
32,785.0
34162.0
374419
41,7568
42,258.1

A5 |

45,7823
45.405.1

48,1331

481048 |

A4, 4394

505,165.1

Imiporis
371264
36,0669
29.812.3
32,8202
arsiay
38.539.2
354389
43,221.8
42,0209
43 7981
42 602.6
36 358,49

462 4200

Balance
<31.380.0
-23,045.1
24,4418
-27,635.4
-31.876.8
=32,530.9
=33,607.0
-34,956.9
-34,509.1
-35,169.9
=35,196.4

20,809.5
=375,167.9

Balance
-28,817.5
-27 9806.4
-20,BB6.8
=24 2405
~28.571.8
-29.693.6
-30,300.2
-33,848.9
-31,499.5
-31,188.
-30,558.5
27,7141

~345 8252
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1.3 The 14th Five-Year Plan- An Overview

Th fifth plenum of the Chinese
e Communist Party (CCP)'s 19th
Central Committee wrapped up in Beijing in late
October 2020 after a four-day meeting. The semi-
annual gathering of China’s top leaders had a
special task: finalizing the blueprint for the 14th
Five-Year Plan, which will set China’'s economic
and social policy vision for the period from 2021-
2025. The proposals outlined 60 key points for
formulating the 14th Five-Year Plan (2021-2025)
for National Economic and Social Development
and the Long-Range Objectives Through the Year
2035, which can be separated into three broad
areas and 15 parts (CGTN).

The final version of the plan will not be passed
until the National People’s Congress meets in
early 2021, but it is unlikely to differ in substance
from the initial blueprint. They released the
full text of the post-plenum communique for
the public to view. The text contains essential
clues about China's trajectory over the next five
to fifteen years. The communique was largely
triumphant in tone, declaring victory in meeting
the goals of the previous Five-Year Plan. There
was, however, acknowledgement of some of
the problems that China still faces, including
persistent (and growing) inequality between
rural and urban residents, environmental issues,
and, despite a heavy government focus, lack of
quality innovation. The new plan aims to tackle
those issues. The plan places a heavy emphasis
on quality over raw numbers. The blueprint calls
for “sustained and healthy” growth marked by
“significantly improved quality and efficiency”
during the next five-year period. Importantly,
there is no specific target for GDP growth,
something analysts have long said needs to be
dropped if China truly wants to transition away
from an obsession with growth at all costs. It
is possible that they may still add a soft GDP
target to the final version of the 14th Five-Year

Plan approved in 2021, but for now the main
focus seems to be on GDP per capita instead.
The communique set the goal of raising GDP per
capita to the level of a moderately developed
country - a vague goal that leaves room for
flexibility. The communique also pledged to
significantly reduce the earnings gaps between
rural and urban residents and reiterated a long-
standing focus on “new urbanization.” Battling
the rural-urban development gap has been a goal
for the CCP for decades, but very much remains
a work in progress. There is also a tantalizing
mention of a “breakthrough” on property rights
reform. As expected, the summary of the next
Five-Year Plan includes references to “dual
circulation,” a new term coined by Xi Jinping
last spring, amid the travails of both COVID-19's
global economic disruption and the increasingly
hostile economic competition with the US. The
phrase suggests a new, inward focus for China’s
economy moving forward. The “domestic cycle”
(meaning internal production and consumption)
will be the main focus for the next Five-Year
Plan, complemented by the “international cycle”
(foreign trade and investment). The communique
thus includes numerous references to the need to
boost domestic demand, but no specifics on how
to actually achieve that goal. Most notably, there
is a strong focus on technology and innovation
in the communique, in keeping with the growing
“tech war” between China and the US. The
communique noted that innovation occupies
the “core position” in China’s modernization
drive and pointed to “self-reliance in science
and technology as the strategic support for
national development.” The “core technologies”
were not named in the communique, but likely
include the same technologies emphasized
in other government plans: semiconductors,
telecommunications, big data, and artificial
intelligence. Notably, the above technology goals
are for 2035, not 2025. In addition to the normal
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Five-Year Plan, the plenum also discussed a more
ambitious 15-year blueprint that sets out China’s
goals through 2035 (Tiezzi).

The drafting of a Five-Year Plan is always
important for Chinese policy. In terms of
official discourse, the 14th Five-Year Plan will
be the first as China moves from its 2020 goal
of creating a “moderately prosperous society”
towards the 2050 goal of comprehensive socialist
modernization. That makes this Five-Year Plan
especially important. It should be noted that the
proposals are intended to provide guidance only
and consist mainly of qualitative statements.
Next, the State Council's National Development
and Reform Commission will lead the drafting
of a more concrete outline of the 14th Five-Year
Plan. This will be in accordance with the overall
direction and strategy set in the Proposals. It will
take on board opinions from other government
bodies, research institutes and stakeholders,
and ultimately produce specific targets and
projects. That draft will be submitted to the
National People’'s Congress (NPC) for approval
at 2021's Two Sessions. Once the 14th Five-Year
Plan outline is approved by the NPC, government
departments and local governments will come up
with their own special plans. For the first time this
will include a plan on climate change, the drafting
of which will be led by the Ministry of Ecology
and Environment (MEE). The plans for energy and
the power sector, to be drafted by the National
Energy Administration, are expected after the
2021 Two Sessions. The plan sets forth goals
that reach as far as 2035 in scope. One of the
goals set in the Proposals is for per capita GDP to
match that of moderately developed nations by
2035. There is no generally accepted definition
of such nations but based on classifications from
the World Bank, the International Monetary Fund
and the Organization for Economic Co-operation
and Development on high-income and advanced
economies, Chinese experts have interpreted
moderately developed nations as having a per-
capita GDP of US$20,000 to $40,000. As China's
per-capita GDP was US$10,000 in 2019, analysis
shows this will require China to maintain steady
real growth over the coming 15 years - at an
average of 3.6%, 4.8% or even 5.4%, depending on
the calculations used. Economists generally hold
that maintaining such high growth for that long

a period is difficult. The media have commented
that while the Proposals may have seemed low-
key, in this respect they have set a concrete target
for future economic growth. There is a strong
push for proposals. The vision in the Proposals
for carbon emissions and ecological conservation
should be understood in this context of China’s
economic trajectory. They stipulate that by 2035
“China’s carbon emissions will gradually decline
in a state of stabilization after peaking, and there
will be fundamental ecological and environmental
improvements.” This wording on economic
growth and carbon emissions sets the boundaries
for climate and energy targets for the coming
period, and particularly for the 14th Five-Year
Plan. The need for higher GDP means the next
15 years will continue to see a powerful drive for
development and growth that is better quality
and more efficient. Meanwhile, the “stable and
declining” formulation indicates that no sudden
drop in post-peak carbon emissions is expected.
Particular attention will be paid to binding targets
on carbon intensity, the proportion of non-fossil
fuels in the primary energy mix, and coal power
capacity, in both the outline of the general 14th
Five-Year Plan and the more specific plans. Those
targets will have a huge impact on low-carbon
and emissions-reduction efforts over the coming
five years (Yixiu and Zhe).

The national savings rate remained at 46.2%
in 2017, the latest year for which full data are
available, more than double the world average of
around 20% and higher than that in other high-
saving East Asian peers. The decline appears to
reflect that the economic structure is upgrading
to a more balanced state, which indicates a
positive trend. Falling government savings are
the main factor behind the decline, but as private
sector savings account for a larger proportion
of national savings, any further declines in
the national savings rate in the future will be
mainly triggered by decreases in the private
savings rate, especially in the household savings
rate. Household savings accounted for 47.3%
of national savings in 2017, and the trend of
household savings during the 14th Five-Year
Plan period (2021-25) will have a decisive impact
on the overall changes in national savings. As
wages have experienced rapid growth in China
over the past decade and are growing faster
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than labor productivity, it is expected that the
growth rate of household income will slow
down during 2021-25 and lead to a decline in
the household savings rate. The uncertainty
caused by the ongoing COVID-19 pandemic will
have a smoothing effect on consumption and
reduce the savings rate during the early stage
of the 14th Five-Year Plan period. The savings
rate of enterprises is likely to see a small upward
momentum during the period. As industry
concentration increases, the savings behavior of
large enterprises will bring up the overall level
of savings. Such a trend will continue during the
2021-25 period. In addition, global uncertainties
brought by woes like Sino-US trade frictions and
the COVID-19 pandemic will push firms to save
more to mitigate possible operational risks. The
public savings rate will continue to drop during
the same period. To better cope with the aging
population issues, the social security spending
on old-age care, healthcare and related areas
will continue to rise. Together with moves like
tax cuts or expansionary fiscal policies, these
will further drive down the public sector savings
rate. In addition, the COVID-19 impact on the
economy has not been completely digested. How
long this pandemic will last remains unknown.
The post-epidemic economic recovery, which is
always accompanied by massive public spending,
will also reduce public savings. But as the share
of public savings in national savings falls, its
marginal contribution to changes in national
savings will become smaller and smaller. Apart
from the factors discussed above, demographic
changes may determine future declines in
savings rates. China's private sector savings rate
accounted for 92.7% of national savings in 2017,
with 45.4% of corporate savings and 47.3% of
household savings. The increase of population
dependency ratio and the change in structural
factors are the main determinants of the change
in residents' savings. In 2019, those aged 65 and
over accounted for 12.6% of the total population
in China, while those aged 60 and over accounted
for 18.1%. Moreover, the aging population issue,
in the future, will further boost the dependency
ratio. During 2021-25, the number of the
working-age group will further decrease by 25
to 30 million, much faster than the pace seen
during the 13th Five-Year Plan period. There are
a few options to improve matters: First, China's

high savings rate is typical and has laid a solid
foundation to carry out more proactive fiscal
policy to handle the COVID-19 epidemic. Second,
to deal with the impact of the COVID-19 epidemic
on their national economy, the governments
concerned should not only offer a helping hand
to the micro and small-sized enterprises hit hard
by the virus, but also arrange income-payment
plans to safeguard the livelihood of the low-
income families. Third, the COVID-19 epidemic
will have an impact on the savings behavior of
residents and businesses, and the motivation
for preventive savings is likely to increase in the
future. In conclusion, China should seek a growth
pattern that matches the trend of the savings
rate. When demographic dividends and the old
growth patterns are not leading to sustainable
development, the link between high savings rates
and economic growth will no longer be strong
(Fang and Yang).

The new Five-Year Plan continues to expand
on a key goal of the previous plan, that being
the transformation of China's economic model.
It is necessary to focus on building a market-
based, efficient, and open business environment;
to further upgrade the country's domestic
innovation capabilities; to move industry to
higher-value added products; to spread common
prosperity among more citizens; and to ensure
that growth does not come at the cost of
environmental degradation. Not all GDP growth
is good for society or beneficial for long-term
economic transformation, so China will continue
to push toward higher-quality growth. China is
seeking to avoid the previous models in which
its production was high in pollutants but low
in wages for its workers. One critical factor is a
long series of market-based reforms that raise
economic efficiency by improving the business
environment and opening up its domestic markets
to world-class competition. This process will be
strengthened in the next five years. China has
taken big steps to open its markets to foreign
competition and investment. The Foreign
Investment Law puts foreign firms on an equal
footing with Chinese firms in almost all industries.
China is also seeking to further its technological
prowess to reach the cutting and leading edge.
Naturally, the country has to concentrate on
pushing its own technological capabilities.
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During the next five years, national research and
development spending will increase further and
companies will be encouraged to apply many
of the new technologies coming online. China is
also continuing its priority to advance poverty
alleviation, lifting all rural residents living below
the current poverty line out of poverty represents
a significant step toward common prosperity.
It is necessary to further emphasize promoting
common prosperity for everyone as China
embarks on a journey to fully build a modern
socialist country (Blair).

Longevity of the Plan

The 14th Five-Year Plan for National Economic
and Social Development should aim to promote
high-quality development, deepen supply-side
structural reform, meet people’s growing need
for a better life, and be strategic, forward-looking,
targeted, and practical. The plan should put the
interests of people first and widely solicit ideas
from different groups, especially the public, to
stand the test of history and practice, Premier
Li Kegiang noted. “It needs unremitting efforts
to achieve the goal of building a moderately
prosperous society in an all-around way, basically
realizing socialist modernization by 2035, and
fully building a modern socialist country by 2050,”
the Premier said, emphasizing the importance
of scientifically constructing a system of indexes
and setting concrete goals related to improving
the quality of development and the well-being
of the people to make the plan both inspiring,
pragmatic and one to stand the test of history
and practice. “The relations between government
and the market must be well addressed when
making plans because people are the major force
to implement the plan,” the Premier said, stressing
that the government should respect economic law
and allow the market to function while shouldering
the responsibility of formulating the plan. “The
tough issues should be addressed with priority, and
reforms in major areas should be strengthened.
Efforts to streamline administration, delegate
powers, and improve compliance oversight and
government service must be continued to speed
up building a market-oriented and law-based
international business environment and to further
energize market players,” Premier Li said. He

also underlined the importance of a higher level
of opening-up with more effective measures in
boosting international cooperation and bringing
win-win outcomes. The Premier requested clearly
identified supporting measures for the plan. A
batch of projects featuring economic development,
livelihood improvement and innovation should
be launched, especially in education, medical
treatment, old-age care, and parental care.
Above all, the government should keep a sense
about the border between itself and the market,
bearing clearly in mind what should be planned
and carried out by itself and what should further
arouse the market vitality and public creativity,
said the Premier. He pointed out that it is of great
priority for the government to formulate the plan,
and the government should seek improvement in
stability by focusing on both immediate and long-
term interests (The State Council, “Premier Li: 14th
Five-Year Plan Should Stand the Test of Practice
and History”).

Striving for Self-Sufficiency

The plan aims to double China's GDP by 2035,
implying an average annual growth rate of about
4.4% from 2021 to 2035. It is expected that the
government will gradually lower the growth target
over the next 15 years, starting with around 5%
growth in the first five years and falling below 4%
by 2031-2035 (vs. 7% in 2011-2015 and 6.5% in
2016-2020). This is consistent with China’s long-
term trend growth and could help accommodate
reforms while avoiding the risks of over-stimulus.
Building out a self-reliant economy does not
mean China will close its doors to the world. The
plan pledged to implement policies such as the
further two-way opening up of financial markets,
strengthening trade competition, and improving
international cooperation. The internationalization
of the renminbi (RMB) is expected to regain
momentum, in tandem with capital-market
liberalization, and the government will likely show
more tolerance for a stronger RMB (CNY) as the
country becomes less export-reliant. The goal is to
achieve self-sufficiency in key technologies, such
as semiconductors and artificial technology, by
2035. China aims to boost its technology capacity,
targeting key industries such as Al, quantum
information, integrated circuits, and biotech. China
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will likely spend more on R&D and education, and
use structural policies to support targeted sectors
(Chang et al.).

International Impact

One area that is seeing a unique change
is the intertwining of domestic and foreign
markets. According to Xinhua, for the 14th Five-
Year Plan period, China will speed up fostering
a new development pattern where domestic
and foreign markets can boost each other, with
the domestic market as the mainstay, according
to a communique released after the session.
Under their current plan, ideally the following will
happen: China's domestic market will become
stronger, the economic structure will be further
improved, and its innovation capacity will be
significantly strengthened. The industrial base
will be upgraded, and the industrial chain will be
further modernized. Market entities will show
more vitality, and significant progress will be made
in the reforms of the property right system and the
market-based allocation of factors of production.
Significant improvement is expected to be made
in people's intellectual and moral integrity, cultural
and scientific qualities, as well as physical and
mental health. China will continue reducing
emissions of major pollutants and improving
the natural environment, make environmental
security shields more solid, and greatly improve
the urban and rural living environment. China will
achieve fuller and higher-quality employment,
with personal income growth essentially in step
with economic growth. The country's multitiered
social security system and health system will be
further enhanced. The administrative efficiency
and credibility will be significantly strengthened.
The country also will step up the level of social
governance, especially at the community level
(Xinhua, China's Development Targets for 14th
Five-Year Plan Period).The 14th Five-Year Plan
draws all efforts and close cooperation among
stakeholders. People from all social sectors of life
were involved in conducting in-depth deliberations.
The process took about a year. The plan considers
the interests and demands of the entire country,
various industries, regions, and institutions.
The current disparity between the western and
eastern regions, the rich and the poor, and cities

and the countryside is still vast, which demands
the 14th Five-Year Plan to be more elaborate and
fully consider the interests of all people, narrowing
down the gap. The focus of this plan is “people,”
the ordinary people, the welfare and well-being of
common people. Consistency is the characteristic
of the 14th Five-Year Plan, which serves as a link
between past and future, continuing the reforms,
opening up, and globalization policies. The plan
emphasized sustainable developments while
keeping in mind the background of domestic
development and drastic adjustment of a rapidly
changing global order. The 14th Five-Year Plan is
based on on-the-ground facts and seeks regional
synergy of key industrial chains and a new global
layout. The global economy is slowing down,
and international uncertainty is intensifying.
Globalization is likely to be reversed, and the
international division of labor has undergone
significant adjustments. Drastic deterioration
of geopolitics has created many unpredictable
challenges and public concerns. It is designed to
build a more prosperous society in all respects.
The formulation of the 14th Five-Year Plan is
especially important under current circumstances,
where the international environment is not as
friendly as it was in the last four decades, when
the international community extended more
cooperation and enabled environments for rapid
developments in China.

The journey ahead might be an uphill task,
where the US and its allies might resist China’s
peaceful rise, and contain China, or counter China.
The US is increasing its influence in the region and
pulling allies against China. China has emerged as
an economic power and geopolitical power and
has different dynamics of its role and contribution.
China has the potential not only to develop its own
economy but also to contribute toward the global
economy. The 14th Five-Year Plan has to take all
these aspects into serious consideration (Awan).

Impact on the Belt and Road
Initiative

Key ideas from the plan are also the policy
priorities of the megaregional connectivity
project of the Belt and Road Initiative (BRI), which
enhances the integration of China’s industrial,

MEFTRBBBEMES, PER LT BHF AN, 5
s RE A Z AR IR ASHNL — MR LT
ERRREBRISFENSE, XM= B e LIERE. 8
PEHTEN AR ERRBENE ZBRNE LB
ROHARKREBETN, PEARIBEERLE D HRFAER
AIF R PR BREFEMT T EAN, BERI
B3, SKIT b, BMEE S AT R EWRIFHE T, 2020F =
=[E, PEBRZ AL T 16%BIE LEIB K, IR —
BTN T8I oA “+ R MK 2035F R H
RS N EF R, B EBIESRIXER
HEARRER EREH A~ RREEINZOERER UKL H
EEUARIBIS R FEBE, PFEELLINTE—1
BERE}EM, BB T ARBENME, BERK, TE
EERAE D EFESERBER LR E1T. W&
IR A BB R QIR R anE K H BN ASERET
EE SR BT EY SR, T REMEROF DY)
M. PEBLIEAT B2 — MAREN2KE TN
SE, BXSMBEFRMFEEARIRE (Korybko)o

RIE ORI R BRI, PEOANRIZA
RTABE, USRS S R/E KHEAT B XE T
KRB LN OTUE R B B FRISHR R AR
E—RARFEAERR BXF-—ANTRBELLL
F, IR AL LR E ), HP 8T
EEZE NS HFEAT AT ERERRTOEM
SMBEATIRER 2R BRIBIRNEE R T Z = INE N
P2k EFo VB H, BF T RERBH LU B T E iR B
SERNRRRE I EZRFHMEAENEHET, 5
RO IMEER Y RFAY S, BERTHEE
ho 58— PEMRS I RBWL SR B HHRIRERY
E 7 —FETRENRFRNBEN T REBENSE
TIRBEE 7 .2019F, PEIALEEENEIEY 12
H127T (8953020125 7T) , BRARRK—ERAE, &
EARERENSIRGEANENEE, THEESME
XA BRSS R RADR B AR B g T 2120254 “+
MA" MU ER, REABGDPRIE14000% 700 FEIX
MERET, KBRS REENLLERZR/E TR,
MRS X BRIV ENR = L7+, BRIRE, BaeHti
BRI EHRML, RITR R E T E&EE RkK™
£/, 25 ERRAREE B ERED, 8T8k
E-hEH-FEFEEXM BRI L E B F R
KRIUARF = AFEMBEULBRIVELZ LUFAR
BB IBE N S M FIMRERLS S NS SRR L2.0
RERRFRTART PR EE(FA. HIW, FEF
WE RIS LISGILE. AL ER T (R 2. B8 REEB . BB ThIS
B AR AR, MIFANR R RS
RO R IR XA B THR T A5 RN & R
RBEE. TUSRNL2REBEFN.EN. LEBEE
R 5T AR+ FEW, PRI ZAE R E, 7+
TE2060F KM P AREFN, BRIFNEZERER
EMTPBYUE R L ER SRR TER eI 7

o 3t 75 BURF AL 1 Mk TE BRI 5 E Y 2R TR =2 2l # >Rt
2B R E I HE A S J B AR B A AN\ 3 75 BT B K 52
ZZ3ET. B, PENIEMARERBEELENII15%,
BREREIHERNIZER, ZEEE2025F IR A
F20%IE . NBEM L RFEERITI BHES AL LR, B
BY, MTEE R S E W A RRRIIN A BB k. HEERHII 2
O ENRAER Y — BRAAERHIMNEEEX
R BIEBERA S, T, £ DA AT EKE,
BEEKIESEN. XEFEIFT KL EIL LB
BAMBIRT R TR SFTE I IR R WIEIR
KERANEEZZEN T FIEIRNTT, BB REFTINFH,
DURRZEAR =L BERVAR B IR = AL S B FH 2, SRR
TLYBLZF(Zigiang).

WEN A BOERFE ARSI FEFEEFARIR
H8, WEBEZHBEETFTES N RENNF S
BROML BHEMS, WEHRE— I FAHEN AR
B, Bt EAE R IEE R, B KA. AR RE
BRIR T, S IIMEF RIS A, P EH = SE 1R
TR, ERES. FENT Y AERNER Y
HRR R L0 W TR ES EER M, B “BB=E
EENERBERT  BYABTEMIZRS, =&
BACTBIA R, BRI RmIER A, (2 4k E4& TOE 2R
&, A 2 BT M. s, ERmZ LS Zm L
R R8s _E N EMEL B2 B RS
X F K AZEEEINRE, BRIFPERHNERANEK
FIE KT8] lEEER M E R AERME, “TRE A
AE" R IBERRNEDS, YRR L7k
B & B S (Dezan Shira & Associates)o

Bi#d

‘I AXERE] (2021 F F2025%) , RFERH
THTSEHRIB KRN ), E R BRI S 56,
YFRERFNE, LTS8 R BRI TEBRK
HEEF AR, BoR WM M SRR E A =
FERENER TESNART, WHETERENT
WEShE Bl 5% A 5E DU S imfliS Ll Fh Ry R
TME. REERT, BT XFEERBE . WEEL
WG 2N B RBETSMhE, LEEH/ e
b, BT BEZEEXER, RE—F et EENA L2 88
FRECHT B013F LK, REEI I EE RIIRE
FH A E6000R IR T #400012 T ART (N5
597.61237T) o [FIFY, K REIL S| FRENBREEE,
PRARARRR AR, 8B ESL 7 M ENE, N EE RIRER
Mo N T BH MV E S A, Z25EXMEEXEA
&, PEE S BENERIEAT (G o BEM) iTLE
2022FBIFRAELT001ZTT ARM BRI I =AMBIN T
12 EMNE—R BT MNHBIRE, TBAN K
2. oEE MNENEREREENRS. B EMNE



supply and value chains for global economic
circulation. In this new phase of development,
the 14th plan and the BRI will ideally balance
each other, where China will continue to
provide support for BRI partner countries in
terms of investment, sustainable and inclusive
development, and the global commons. It indicates
very strongly that the coming social and economic
policies and targets will also act as springboard
for the BRI activity. In the prevailing environment,
expect the top-level blueprint to have a profound
impact on China’s energy transition and the
world’s climate; reset perceptions and cement
consensus on globalization as the continuing
norm of economic development and growth;
coordinate strategies that see common benefit;
and cultivate integration with other megaregional
entities and projects. Of course, this must be in
collaboration with the Shanghai Cooperation
Organization, the Association of Southeast Asian
Nations, the Eurasian Economic Union, and the
European Union’s Juncker Plan. Unlike what some
critics would like to suggest, the new economic
blueprint does not appear to be “a la carte” to pick
and choose where it suits and pull back when it
does not. This should be enough to hold the view
that the coming plan will support multilateral
processes to forge greater synergy with other
countries’ national development policies and
plans. It will surely promote global governance and
cooperation between major economies for win-
win results and common prosperity. It remains
to be seen if this will be enough to encourage
countries and international businesses from
Central Asia, South Asia, Southeast Asia, Europe,
the Middle East, Africa and South America to join
China's up-and-coming economic plan (Naderi).

Integrating Hong Kong and Rural
Regions

Han Wenxiu, deputy director of the Office of the
Central Finance and Economic Commission, said
the central government would further support
Hong Kong to “consolidate and enhance” its
competitive advantage over the course of the 14th
Five-Year Plan. “[We will] build [Hong Kong] into
an international innovation and technology center
and create a functional platform for the Belt and
Road Initiative. [We will] build the Guangdong-

Hong Kong-Macau Greater Bay Area with high
quality and improved policies and measures to
facilitate the development of Hong Kong and
Macau residents in the mainland. [We will] support
Hong Kong and Macau to carry out exchanges and
cooperation with countries and regions,” he said.
Han said that as long as “one country, two systems
is fully and accurately implemented, exchanges
and cooperation between Hong Kong, Macau and
the mainland are strengthened, and Hong Kong
and Macau's better integration into the overall
development of the country is supported, [we
will be able to] maintain the long-term prosperity
and stability of Hong Kong and Macau.” As for
employment, the CCP is not ignoring rural areas
of China. Ning Jizhe, vice-chairman of the National
Development and Reform Commission, said China
would first strengthen its employment strategy
in the 14th Five-Year Plan period, expanding
capacity and improving employment support
for key groups, with the aim of achieving more
adequate and higher-quality employment. China
would increase incomes for urban and rural
residents through multiple channels and keep
incomes synchronized with economic growth, he
said. The next five years - from 2021 to 2025 -
will see a multi-pronged push to raise incomes in
urban and rural areas - by building a high-quality
education system, as well as improving aged care
and the social security system, Ning said. Ning said
China would continue to set a quantitative target
for its economic growth rate, with the National
Development and Reform Commission proposing
corresponding quantitative targets and specific
indicators on the basis of careful calculations
(Wang et al.).

Global Pandemic

As the fallout of the COVID-19 pandemic hit
hard the global economy, China is expected to play
its role as a key engine to rekindle global growth
in the future. The country has unveiled proposals
for formulating the 14th Five-Year Plan (2021-25)
for National Economic and Social Development
and the Long-Range Objectives Through the Year
2035, which puts more emphasis on innovation,
domestic demand, and the quality of development.
The Understanding China Conference 2020
commenced in November 2020 in Guangzhou,
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facilitating multi-faceted and in-depth discussions
to enhance mutual understanding between China
and the rest of the world. As many observers
agreed, China's new development paradigm
embodied by the plan will offer more development
opportunities and bring shared prosperity to the
world (The State Council, “China’s New Five-Year
Plan to Boost Post-Pandemic Global Recovery”).

Dual Circulation

After all of this, what exactly does China's dual
circulation strategy mean? Officially, China will look
inward to tap the potential of its huge domestic
market and rely on indigenous innovation to fuel
growth. But despite the increased emphasis on
the domestic market and on self-reliance in some
sectors, President Xi has said repeatedly that China
will not completely close itself off from the outside
world, and will instead open up more. There are,
however, some concerns that China will take an
inward-looking approach to its future development
since it is difficult to balance self-reliance with
opening up. So, why was China's dual circulation
strategy introduced? The strategy was promoted
earlier in 2020 as relations with the US continued
to deteriorate, making the external environment
less predictable for China. This changing
environment indicated it would be unsustainable
for China to continue relying on overseas demand
to keep its vast manufacturing apparatus running.
It is essentially a defensive approach by Beijing
to prepare for the worst-case scenario as the
world undergoes significant geopolitical and
economic changes. The coronavirus exposed how
dependent the world was on China for critical
supplies of medical equipment, with nations
around the world vowed to be more self-reliant on
such products, amid a push by the US for a sharp
decoupling of the world's two largest economies.
What does China's dual circulation strategy mean
for its domestic economy? In short, China’s dual
circulation strategy involves tapping into its huge
domestic market of 1.4 billion consumers. China
will try to increase the size of its middle class and
narrow the wealth gap so domestic consumption
will increase. It also means China's production
system will be repositioned to focus more on
demand at home rather than abroad. A report
issued in September 2020 by China’s Development

Research Centre under the State Council, the
government'’s cabinet, predicted that the nation’s
per capita GDP will reach US$14,000 by 2024, and
that the size of China's economy would exceed
that of the US by 2032, with at least 560 million
middle-income consumers. The core goal is to
reduce market distortion and allocate labor, land
and financial resources to higher-productive areas.
It is also important to consider what China’s dual
circulation strategy means for its overseas trade
economy. China’s Politburo, the supreme decision-
making body of the ruling Communist Party,
decided that the dual circulation strategy will guide
economic policies in the decades to come, and
while it will lean more on domestic consumption,
it will not turn away from the international market.
But while the process of economic liberalization
should be increased in preparation for a long-term
technological and economic rivalry with the US,
the dual circulation plan also includes lowering
barriers for investors and a motivation to secure
regional trade pacts. The priority on domestic
circulation has indicated the importance of supply-
side structural reform to increase domestic
competition and higher-level opening (Tang).

This outlook aims to continue the policies
of reform and opening-up while prioritizing
innovation as the primary driving force behind
development. Increased self-reliance also plays
an important role for reasons of long-term
economic security, but the leadership reassured
everyone that it's not in conflict with the trend of
openness, but rather complements in a strategic
way by fostering more domestic development and
internal circulation. The two centenary goals are
converging, with 2035 as the midpoint between
these historic moments, hence the long-range
objectives that China aims to meet by that year.
The 14th Five-Year Plan marks a new starting
point towards the second centenary goal and
will focus on ensuring high-quality development
in the material and cultural spheres. It was
significantly noted that socialist modernization
is impossible without a thriving socialist culture,
hence why one of the goals is to develop what
was described as a Great Socialist Society by
2035. This reaffirms the CPC's commitment to
the people's social and cultural needs. China is
transitioning from a middle-income to a high-
income country, yet the external environment



is characterized by uncertainty and rapid
changes. The new development paradigm of dual
circulation aims to ensure maximum flexibility
for responding to unforeseen challenges, and
the driving role of innovation will guarantee that
China is able to make significant breakthroughs
that see it strengthening its integral role in
the global economy. With an eye on economic
trends, scientific and technological development
will wisely be prioritized above other sectors,
thus resulting in China retaining its leadership
in these spheres. While some observers are
understandably pessimistic about the world's
future outlook, the CPC is actually much more
optimistic about how everything will unfold across
the coming years. One of its representatives
powerfully predicted that it'll be impossible to
decouple the Chinese and American economies
like a fringe minority of people across the world
want to see happen. Their economic structures
are too complementary for that to happen, and
actually, a 16% year-on-year growth in Chinese-
American trade was observed in the third quarter
of 2020 despite the current global challenges,
which grants credence to this optimistic prediction.
When analyzing the 14th Five-Year Plan, the Long-
Range Objectives Throughout The Year 2035, and
the second centenary goal, one must not neglect
the core importance of the CPC and the nature
of China's governing system for actualizing these
ambitions. Looking forward, officials confirmed
that China is well on its way to realizing the second
centenary goal after impressively accomplishing
the first one. The new development paradigm of
dual circulation and the leading role of innovation
in driving growth are strategic breakthroughs that
others across the world will surely follow. China
has proven that it is a responsible global economic
leader with an obligation to assist the world's
recovery from the COVID-19 crisis (Korybko).

Based on the key proposals of the 14th Five-
Year Plan, it is necessary for China to achieve a
resource-saving economy in order to implement
the new dual-circulation development pattern
after the COVID-19 pandemic. To build such a
society, the following four measures would help.
First is an increase in digital media usage. Since
the beginning of the COVID-19 epidemic outbreak
in late January 2020, many forums, including
key economic seminars, have been held online.

The digital format is in line with the inherent
requirements of building a resource-saving society
and the dual-circulation pattern. A lot of meetings
can be conducted online, which will reduce carbon
emissions as well as wastage of resources caused
by business trips and gatherings. Recent months
have shown the digital format is suitable not only
for business and academic occasions but also
for daily life. Second is an overhaul of the service
industry in China. One of the most important
changes since the epidemic is that the middle-
income group has become more rational in
consuming overseas. For a long time, the overseas
consumption of Chinese people, which hit over 2
trillion RMB (US$302 billion) in 2019, may gradually
shift to domestic consumption, especially to high-
quality culture, services, and entertainment, as
well as in-depth experiences. China's per capita
GDP is expected to reach US$14,000 by 2025,
which marks the end of the 14th Five-Year Plan
period. During this process, the proportion of
physical consumption in total consumption will
continue to decline, while service consumption
will rise. But now, more and more attention is paid
to intelligent supply chains. Real-time orders are
based on consumer tastes and will connect directly
to excellent producers in the industry chain, which
will eliminate the inefficiencies in the previous cycle
of production, remarketing, and inventory. Third is
a movement towards a new form of urbanization.
Urbanization 2.0, which is characterized by the
combination of urbanization in metropolitan areas
and digital cities, will further play an important
role in resource conservation. For example, the
acceleration of "new infrastructure" construction
is represented by 5G networks, new medical care,
smart grids, and electric vehicle charging piles,
instead of heavy investment in traditional public
amenities. This will help improve the economic
agglomeration effect and relieve the cities' traffic
congestion, air pollution and safety concerns.
Fourth is a move to a green low-carbon economy.
Within 10 years, carbon emissions will peak, and
hit carbon neutrality by 2060. In the next five years,
coal power consumption as a proportion of the
primary energy sector's fuels will be reduced. The
carbon trading mechanism will be activated. The
performance evaluation of local governments and
the evaluation of corporate performance should
get more and more attention. Data on carbon
emissions and pollutants may be included in the



key performance indicators of local governments.
During this process, China's nonfossil energy is
expected to rise from only 15% of the total energy
at present to about 20% in 2025. Energy industries
such as wind power and photovoltaics continue
to develop significantly while new energy vehicles
maintain a vigorous development momentum.
The final result of this process may be increasing
populism in developed countries. Policies are easy
to formulate but difficult to roll back; productivity
is increasingly mediocre; and inflation is returning.
This is the external background amid which China
will seek to achieve a dual circulation pattern and
resource-saving economy. The dual circulation
pattern is mainly aimed at expanding the domestic
market, while at the same time persisting with
opening-up, in order to retain the industrial chain,
promote the continuous upgrading of it, and
achieve a resource-saving economy (Zigiang).

It is now clear that the dual circulation policy -
first proposed by Xi in May - will play a central role
in the 14th FYP. In a nutshell, dual circulation policy
is a two-pronged development strategy that involves
mutual reinforcement of domestic and international
markets to spur long-term, sustainable consumption
patterns, and to hedge against external shocks
within the global environment. The communique
indicates a series of forthcoming policies that will
create a supply system that is more compatible and
conducive to ‘expanding domestic demand.’ Some
examples laid out include: Promoting a system of
“managing the purchase behavior to managing
the latter usage” for consumer goods such as
automobiles; and improving the modern circulation
system by developing contactless transaction
services, reducing corporate circulation costs,
integrating online and offline consumption, and
coordinating urban and rural consumer markets.
Further, emphasis is placed on balancing and
coordinating the internal players in the domestic
market (across industries and upstream and
downstream of the supply chain). The takeaway
for investors here is that there is still a large space
for investment growth; as attention shifts to the
domestic economy, investing “in China, for China"
may become a common refrain and indeed a
necessary strategy for many businesses (Dezan
Shira & Associates).

Technological Advancements

China will foster new growth drivers in areas
of development for regional integration, 5G, and
digital technologies in its State-owned enterprises
during the 14th Five-Year Plan (2021-25) to create
a new pattern of high-quality development. The
government will promote the adjustment of the
industrial structure and enhance the stability
and competitiveness of the industrial and supply
chains. This is primarily to promote the deployment
of SOEs in key links of the industrial and supply
chains, as well as the high-end manufacturing
sector, said Weng Jieming, vice-chairman of
the SASAC. In addition to supporting selected
companies to carry out mergers, acquisitions,
and other types of professional integration, the
SASAC said SOEs will be encouraged to form
more partnerships with private companies - in
particular small and medium-sized enterprises - to
further boost compatible innovation among them.
Through industrial funds, equity purchases, and
other methods, central SOEs have invested more
than 400 billion RMB (US$59.76 billion) in over
6,000 private companies since 2013. Meanwhile,
the SASAC guided central SOEs to reinforce
management and become active shareholders
after investment, strictly regulate transactions,
and promote information disclosure. To better
respond to the government's call to participate in
the country's coordinated regional development,
China Southern Power Grid Co Ltd, which supplies
electricity to the Guangxi Zhuang autonomous
region and the provinces of Guangdong, Yunnan,
Guizhou, and Hainan, plans to invest more than
170 billion RMB in power grid construction in
the Pearl River Delta region by 2022. Based on
the power grid, the Guangzhou-based central
SOE intends to build an international standard
smart power grid in the Guangdong-Hong Kong-
Macao Greater Bay Area by 2030 and aims to
help build the area into a vigorous international
urban agglomeration, a main hub of the Belt and
Road Initiative, a cooperation demonstration
zone between the Chinese mainland, Macao, and
Hong Kong, as well as an area ideal for living,
traveling, and working. As China's new economic
development pattern of dual circulation relies
on domestic circulation to drive its international
circulation and promotes deeper and wider
opening-up, China Post Group Corp, another



central SOE with nearly 1 million employees,
launched a nationwide e-commerce festival to
build an e-commerce ecosystem in the country's
rural areas in 2020. Domestic circulation, or the
internal cycle of production, distribution, and
consumption, will be the mainstay of economic
development while the domestic market is
integrated with international circulation to
promote the smooth two-way flow of goods and
capital, said the Ministry of Commerce (Nan).

China will include quantum technology as one
of the new high techs in its 14th Five-Year Plan
(2021-2025), a senior official with the Chinese
Ministry of Science and Technology (MOST) said at
a press briefing in October 2020. Developing self-
reliant technologies is expected to be one of the
top priorities in its 14th Five-Year Plan. China will
be more forward-looking and vigorously develop
the new generation of high techs represented
by intelligent and quantum technologies in
the next five years, striving to gain first-mover
advantages. Efforts should be made to bridge
the gap between the demand for high-quality
development and insufficient technological
innovation capabilities. Over the past five years,
China has made significant progress in building
an innovative country, with its strengths in science
and technology steadily improving in terms of
major indicators. In the Global Innovation Index
released by the World Intellectual Property
Organization (WIPO), China's ranking jumped from
29th in 2015 to 14th in 2020. The country's total
expenditure on research and development (R&D)
reached 2.21 trillion-RMB, accounting for 2.23% of
GDP, up from 1.42 trillion RMB and 2.06% in 2015.
The gross expenditure on basic research almost
doubled from 2015, reaching 133.6 billion RMB
in 2019. The total contract value of technology
also doubled, exceeding 2.2 trillion RMB in 2019.
Science and technologies have also played a major
role in underpinning high-quality development.
For example, mobile communications have
advanced by leaps and bounds, with 5G entering
full commercial application. The development of
key equipment for chip packaging has also made
important progress. The accelerated application of
artificial intelligence, blockchain, and new energy
technologies has also helped foster new drivers
of growth (The State Council, “China to Include
Quantum Technology in Its 14th Five-Year Plan”).

Hydropower

One area from the plan that is already being
addressed is hydropower. China could build up
to 60 gigawatts (GW) of hydropower capacity on
a section of the Brahmaputra river, known as
the Yarlung Tsangbo, which flows from Tibet into
India and Bangladesh. Yan Zhiyong, chairman
of state-owned Power Construction Corporation
of China said that plans to dam the river were a
“historic opportunity”, and would not only help to
meet the country’s clean energy plans but would
also strengthen water supply security. As part
of the Five-Year Plan, the Chinese government
said it would “implement the development of
hydropower resources on the lower reaches of
the Yarlung Tsangbo river.” Yan said hydropower
construction would help to develop Tibet, while
the construction of power grids and roads would
make cross-border cooperation with South Asian
countries “more smooth.” Anti-hydropower groups
say China's rivers are already at saturation point
after a dam-building boom that included the
construction of the Three Gorges Project and many
other giant hydropower plants on the Yangtze and
its tributaries. China says its current hydropower
capacity of around 350 gigawatts represents only
about half of its total potential (Stanway and Xu).

Future Plans, 2035 and Beyond

China is once again at a critical juncture where
the current Five-Year Plan is ending and a new one
is in the making. Even though this plan is designed
for the next five years, the CCP is looking even
further to 2035 and beyond. For a long time, lack of
innovation has been the "Achilles heel" of China's
economy. But with years of investments and policy
support, the country is now catching up fast in
making its economy both big and smart. In the past
five years, the country's social spending on research
and development expanded from 1.42 trillion RMB
(214.2 billion US dollars) to 2.21 trillion RMB. On the
Global Innovation Index rankings, China climbed
15 positions, rising from 29th in 2015 to 14th in
2020. Much more needs to be done as the country
eyes major breakthroughs in core technologies in
key areas and seeks to become a global leader in
innovation by 2035. The development proposals
reiterated innovation's "core position" in the



country's march toward modernization and to
make technological self-sufficiency strategic
support for national development. As previously
stated, technological self-sufficiency is raised to
such a position for the first time in history, making
it not only the key to accelerating the completion
of the domestic supply chain but also an area
that will provide an important foundation for
development and national security. In order to
support technological innovation, more effort
must be made in generating industrial strategies,
improving the market system, and encouraging
more enterprises and people to focus on this
area. While innovation will make firms and the
broader economy more resilient amid massive
uncertainties, it will also play a key role in driving
greener growth, also a stated goal for China. Eco-
friendly ways of work and life will be advanced
to cover all areas of society, carbon emission will
steadily decline after reaching a peak and there will
be a fundamental improvement in the environment
with the goal of building a Beautiful China basically
reached, according to the development proposals.
The newly released development proposals
reaffirmed China's determination on pursuing
higher-level opening-up with more emphasis on
institutional openness, such as improving the "pre-
establishment national treatment plus negative list"
management system for foreign investment and
granting free trade zones greater decision-making
power. As the cornerstone of the national economy,
the real economy will play a more prominent role
over the coming years through 2035. Over recent
years, China has been laying emphasis on the
development of the real economy, as evidenced in
its consistent efforts to boost lending to the sector
and curb housing market speculation. New RMB-
denominated loans to the real economy hit 16.69
trillion RMB during the first three quarters, up by
2.79 trillion RMB from 2019 and almost on par
with the level registered in the whole year of last
year, according to data from the People's Bank of
China. To further invigorate the real economy, the
country will advance its industrial foundation to
a higher level, promote the modernization of its
industrial chain and foster emerging industries of
strategic importance, according to the development
proposals (Xinhua, “To the next March, What
to Expect from China’s Development Strategies
through 20357 - People’s Daily Online”).
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1.4 Moving Forward From the Challenges
of 2020: Innovation and Expert Opinions

202 was a year of challenges for

people all over the globe. Many
nations, such as China have gone to great lengths
to improve and move beyond the constraints of
the year. As Dr. Harley Seyedin, the President
of The American Chamber of Commerce in
South China, put it in his address to the 2020
China Institute for Reform and Development
(CIRD) conference, the key plan for China
moving forward is to emphasize innovation and
technological self-reliance, modernizing industry,
focusing on domestic markets and implementing
international openness. Innovation is a vague
term, but here it is viewed in the context of
economic development. Dr. Seyedin explains
that evolutionary economic innovation is the
incremental improvement of an existing product,
service or business practice that enhances the
market competitiveness of the provider of that
same product or service over its competitors,
whereas revolutionary economic innovation is
the conception and execution of a new product,
service or business practice that is sufficiently
different from those currently existing so as to
confer an undeniable competitive advantage
on its originator. Dr. Seyedin suggests that in
order for a modern economy to see success,
it would be best served by making it easier for
‘revolutionary economic innovators’ to develop,
implement and pursue potentially revolutionary
ideas. As such, he predicts that this will require
a change in approach by the government. This
growth and change will not be an overnight
process and will take many years of work. China
has a large population of brilliant youths who are
learning to lead China into the future. For there
to be a future to lead, it is important for China
to successfully move beyond the challenges of
the present. For 2020, those challenges were the
economic, political, and social issues that came
with the Covid-19 pandemic.

Supporting Vaccine Developers
and Overcoming the Pandemic

One aspect of the future that will have to
be dealt with globally is how to deal with the
Covid-19 pandemic, a problem that China has
taken rapid and efficient steps to deal with. China
has blazed the way in dealing with the Covid-19
pandemic, taking swift and decisive measures.
This is reflected by the faith that the populace
has in the vaccines produced in country. Chinese
citizens are the most willing to get vaccinated
against Covid-19 among people in 15 major
economies worldwide, according to a new poll
by the World Economic Forum 80% of Chinese
surveyed said they somewhat agreed or strongly
agreed that they would take the shot if a vaccine
for Covid-19 were available to them. China led
the countries surveyed, closely followed by Brazil
where 78% reported they would take the vaccine.
At the bottom of the pack was France with 40%
of those surveyed interested in taking the vaccine
at the time of polling, while in Russia the figure
was 43%. The poll is the first conducted by the
World Economic Forum and market research
firm Ipsos since vaccinations started being rolled
out in several Western countries, following the
emergency use approval of a vaccine made by US
firm Pfizer and its German partner BioNTech. It
also follows the first approval of a Chinese-made
vaccine by Sinopharm in the United Arab Emirates
and Bahrain. The survey was conducted online
in late December. It comes as mass vaccination
campaigns are taking shape around the world and
vaccine doses are starting to be shipped worldwide
- with China featuring some of the fastest
development of vaccines in history. Whether the
doses can slow the pandemic will depend on
a number of factors, including efficacy, global
access to doses and how willing people are to take
them, experts say. Fortunately, China is preparing
for a mass campaign domestically, with plans to
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immunize 50 million people in designated high-
risk groups before the Lunar New Year holiday in
February. More than a million people have already
received shots of vaccines developed by domestic
firms Sinovac Biotech and state-owned Sinopharm
via an emergency use program launched in July,
before phase 3 data for the vaccines was available.
But Chinese regulators have yet to approve a
vaccine for general use. On December 19, health
officials said data from late in final-phase trials
overseas was being reviewed by regulators on a
rolling basis. The survey also included respondents
from the United States, South Korea, Japan,
France, Spain, Germany, Canada, Brazil, South
Africa, Australia, Italy, Mexico, Russia, and Britain.
In every country in the latest survey, 57-80% of
those who say they would not take a Covid-19
vaccine cited concerns about side effects as the
main reason. In China, 70% of respondents cited
this as the reason that “best describes” why they
would not take a vaccine. In order to alleviate the
public's concerns China’'s health authorities have
said their emergency use campaign only showed
common adverse effects such as headache, fever
and irritation at the shot site, and they have
recently looked to assure the public that side
effects from the vaccines, which use a traditional
inactivated method, are “less severe” than those
developed by in other countries. Monitoring for
adverse events is a critical part of data collection
throughout all stages of vaccine development
and the evaluation process by regulators. People
surveyed in China were far more likely than
respondents in other countries to say their reason
for hesitation was because they were not at
enough risk of Covid-19. Nearly a third of Chinese
respondents cited this as the primary reason that
they would not take a vaccine, compared with the
next highest group, British respondents, at 25%.
China has largely controlled the spread of Covid-19
since it contained an outbreak of cases at least in
the tens of thousands earlier in 2020 in the central
city of Wuhan. As such, concerns of infection
are low among the populace, explaining the
small percentage who do not feel the vaccine is
necessary for them. China has done an admirable
job containing the pandemic and has created
confidence in its citizens (McCarthy).

A vaccine developed by China National
Pharmaceutical Group (Sinopharm) has been found to

be 79.34% effective against Covid-19, according to an
interim analysis, the company said. The vaccine was
shown to be safe, and participants receiving the two-
dose course produced a high level of antibodies against
the virus at a rate of 99.52%, according to a statement
posted by the company’s subsidiary Beijing Institute of
Biological Products — which has also formally submitted
an application to China’s regulators for conditional
listing. The vaccine is in clinical trials in several countries,
including the United Arab Emirates, Bahrain, Jordan, Peru
and Argentina. On December 9, UAE health authorities
said the vaccine had proven to be 86% effective in an
interim analysis of late-stage clinical trials. The vaccine
has already been approved in the UAE and Bahrain. The
vaccine is among those already in use in China under
an emergency use authorization program launched in
July 2020. Health authorities earlier this month said they
were evaluating data from vaccines that were advanced
in final phase trials on a rolling basis, and would release
data to the public “in time” after trials were unblinded.
Another Chinese firm, Sinovac, has a candidate in human
trials in Brazil, Turkey and Indonesia, but reporting of
its detailed results were postponed until next month.
Turkey'’s health authority announced that its trial showed
this vaccine to be 91.25% effective, but the finding was
based on preliminary results from a small clinical trial
and none of the data has been peer reviewed. Shanghai
vaccine expert Tao Lina said the efficacy results for the
Beijing Institute vaccine was a good result for a new
vaccine against a new virus. Industry processes could
be improved in time to improve efficacy, he said. He
elaborated saying, “The difference in technology means
mRNA vaccines will have a higher efficacy than the
inactivated vaccines. It is like, one vaccine targets the
ammunition in the key point, and the other [targets] all
the points, so naturally the effect will be weaker.” Not
only has the efficacy of the Beijing Institute’s vaccine
surpassed the approval threshold but it has shown
excellent safety data, which was an important aspect
that needed to be considered in evaluating the different
vaccines. “From the published data, the inactivated
Covid-19 vaccines have much fewer and lighter adverse
events. It is something to be taken into consideration
when hundreds of millions of people are to take
vaccines,” he said. The State-owned Assets Supervision
and Administration Commission, which regulates China
National Pharmaceutical Group, the parent company of
the Beijing Institute of Biological Products, said that the
vaccines should be assessed according to their overall
performance and not just a single parameter of efficacy.
All of the vaccines approved for emergency use had
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produced high levels of antibodies that could in theory
fight off the coronavirus, it said. The Sinopharm vaccine
also had the advantage of convenient transport and
storage, as well as a guaranteed production capacity.
“The inactivated Covid-19 vaccines by Sinopharm can be
transported and stored at 2 to 8 degrees Celsius (35.6 to
46.4 Fahrenheit) and remain stable for 24 months, which
is an obvious advantage. The cold chain involved fits in
what is already available in most countries, therefore
significantly increasing the accessibility of the vaccines,’
the statement said. According to the statement,
production capacity of the two Sinopharm facilities in
Wuhan and Beijing will reach 1 billion doses in 2021
matching the production capacity of other global
vaccine candidates (McCarthy and Pinghui).

Revitalizing and Growing the
Economy

As 2020 drew to a close, many experts across
countless industries are pondering and projecting where
China may go in the future. In times of transition such
as this, it is common to see projection models develop
to anticipate how nations such as China will develop.
Expert and analysts such as Phillip Tetlock and J. Peter
Scoblic recommend a time-tested investment strategy:
wide diversification. Ask a whole cluster of related but
sharply defined questions about each scenario and
assign probabilistic answers to each. Look whether
the answers point towards the same direction or are
all over the place. They break their method down as
follows: “Much as diversified stock portfolios spread
risk through multiple, uncorrelated investments, the
diversity of question clusters prevents forecasters from
overweighting a potentially unimportant signpost
and mistakenly concluding that a particular scenario is
coming to pass. The answer lies in developing clusters
of questions that give early, forecastable indications of
which envisioned future is likely to emerge, thus allowing
policymakers to place smarter bets sooner. Instead of
evaluating the likelihood of a long-term scenario as a
whole, question clusters allow analysts to break down
potential futures into a series of clear and forecastable
signposts that are observable in the short run. Questions
should be chosen not only for their individual diagnostic
value but also for their diversity as a set, so that each
cluster provides the greatest amount of information
about which imagined future is emerging - or which
elements of which envisioned futures are emerging.”
In the summer of 2020, the famed Rand Corporation

published such a study of China in 2050. The study,
entitled China’s Grand Strategy Trends, Trajectories,
and Long-Term Competition outlines four “probabilistic
scenarios” for the future of China. First, a world in which
China is the only dominant economic power, second,
a model in which China implodes, the third and fourth
being an ascendent or stagnant China. First, a world
in which China is the only dominant economy is least
likely because such an outcome presumes little margin
for error and the absence of any major crisis or serious
setback between now and 2050. Second, an imploding
Chinais not likely because, to date, Chinese leaders have
proved to be skilled at organizing and planning, adept at
surmounting crises, and deft at adapting and adjusting
to changing conditions. Third and fourth is that by 2050,
China most likely will have experienced some mixture
of successes and failures.The most plausible scenarios
would be an ascendant China or a stagnant China. In
the former scenario, China will be largely successful in
achieving its long-term goals, while, in the latter scenario,
China will confront major challenges and will be mostly
unsuccessful in implementing its grand strategy. The
study then charts three possible outcomes in China-US
relations relative to the four scenarios: parallel partners,
colliding competitors, or diverging directions. The
parallel partners trajectory is a continuation of the state
of US-China relations in 2018. This trajectory is most
likely to occur with a stagnant China and probably an
ascending China. The colliding competitors’ trajectory is
most likely to manifest in a triumphant China scenario
in which Beijing becomes more confident and assertive.
The diverging directions trajectory is most likely to occur
in an imploding China scenario because Beijing will be
preoccupied with mounting domestic problems. So, a
complete economic decoupling is unlikely (Lo).

An area of optimism is the projected increase for
China’s economic growth. China’s economic growth
could reach as high as 9% in 2021, and its rapid rebound
from the coronavirus pandemic may help the economy
overtake the US to become the world’s largest later
this decade. But Beijing is likely to roll back some of
its stimulus measures used to offset the coronavirus
damage amid concerns over its record-high debt level.
Expectations over China’s economic outlook have grown
more positive in recent weeks, with the world’s second-
largest economy leading the global recovery from the
impact of the coronavirus with its robust export growth,
strong government spending and a low infection rate.
Given China'’s rapid rebound, the Centre for Economics
and Business Research, a UK think tank, predicts that
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China will overtake the United States to become the
world’s biggest economy in 2028, five years earlier than
previously estimated. In contrast, many other countries
have been forced to resume lockdown measures to
control the spread of the coronavirus. China’s recovery
has seen a number of brokers, including Nomura and
China International Capital Corporation (CICC), predict
its gross domestic product (GDP) growth for 2021
will be 9%. However, the Chinese Academy of Social
Sciences (CASS), a Beijing-based think affiliated with
the State Council, cautioned that weak consumption,
unemployment and the ongoing struggle among small
to medium-sized companies are likely to be major
obstacles to growth going forward. China’s economy
grew by a recently revised rate of 6.0% in 2019 and
then contracted by 6.8% in the first quarter of 2020
after the coronavirus shut down large swathes of the
country. It was, however, the first major economy to
show a recovery, with growth rates of 3.2% in the second
quarter and 4.9% in the third in 2020. China is now
expected to be the only Group of 20 nation to show a
positive economic growth rate in 2020, predicted to
be 1.9% by the International Monetary Fund (IMF) and
2.0% by the World Bank. Its growth rate is expected
to increase sharply in 2021 due to both the continued
strong recovery and the low 2020 base for comparison.
The IMF then expects China’s GDP growth to be 8.2% in
2021, while the Organization for Economic Co-operation
and Development (OECD) places it at 8%. The World
Bank and CASS each project a slightly lower growth rate
of 7.8%. In its latest global outlook, Standard Chartered
Bank projects China’s GDP growth to accelerate to 8%
in 2021, adding that year-on-year growth may surge
to 18% in the first quarter due largely to the low base
following the historic contraction earlier in 2020, rather
than real economic activity. To rescue its coronavirus-
hit economy earlier in 2020, China unleashed a flurry of
stimulus measures, including increasing the issuance of
special treasury bonds to fund infrastructure investment
by local governments and tax cuts that lifted the fiscal
deficit ratio to a record high of 3.6% of GDP. In addition,
the People’s Bank of China provided extra liquidity to the
market, driving down interest rates, while also providing
special assistance to struggling small and medium-
sized companies. Chinese regulators are increasingly
concerned over the fallout from the emergency
measures introduced early in 2020, which sent its debt-
to-GDP ratio up to 266.4% from 245.4% in the first half of
2020, according to CASS. CASS expects China’s debt-to-
GDP ratio to hit 275% in 2020, driven by a rapid growth
of local government debt. Experts say that China will

lower its fiscal deficit target back to 3% from 3.6% in
2020 to keep its leverage under control (Lee and Zhou).

One way that the Chinese economy can be stimulated
is by encouraging the foreign market, which continues
to look at China for business offers in a post-pandemic
world. An excellent example is Carlsberg, a large multi-
national beer company, famous across the world. CK
Lee, the managing director of Carlsberg China explained
his company’s views on the subject. The healthy
development of the beer business relies on a robust
economy and a dynamic society. What Carlsberg most
expects is the public policy directions for the country
to further revitalize the economy, especially to further
stimulate domestic demand, which is essential for a more
robust rebound. Most of their key markets and breweries
are located in the western region of China, including
Chongging, Xinjiang Uygur autonomous region, Ningxia
Hui autonomous region and Yunnan province. It's natural
that we have a special interest in the government's
renewed rallying call to advance the development of the
western regions in the new era, which was just unveiled
in the lead-up to the two sessions. Lee says that they
look forward to hearing about more information about
detailed policies in this regard. During the outbreak,
Carlsberg saw dramatic negative impact on on-trade
channels as outlets like restaurants, bars and KTVs
were closed. Carlsberg China quickly adapted to the
uncertain and continuously changing environment. They
shifted their focus to some of their off-trade channels,
such as supermarkets and groceries, which were still
open during lockdown. This crisis also presented
itself as an opportunity for businesses to expand their
presence on major e-commerce platforms, takeaway
platforms and the new retail chains. Carlsberg’s efforts,
including recalibrating some of their marketing and
sales investments, propelled them to gain share in these
channels, and help offset volume loss in other channels,
contributing to their longer-term business development
in China. All of their breweries were among the first
batch of local enterprises which obtained reopening
permissions, as well as transportation permissions for
them to deliver beer to their customers. With COVID-19
in China showing signs of easing, among many other
countries, Carlsberg China is the first market entering
the recovery phase. They remain committed to their
long-term growth in China. They are going ahead with
their plan to start building two production lines for can
products in Yibin in Sichuan province and Dali in Yunnan
province in 2020. Concerning market trends during
2020, Carlsberg saw a significant increase in the volume
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of can beer products, as people shift their purchases
towards more can beer products for home consumption
instead of consuming bottled beer in on-trade channels.
It is likely consumers will continue to buy more can beer
products as a part of the "new normal" going forward.
Since Carlsberg China has continuously invested in
enhancing production capacity for can products, they
are ready to leverage this opportunity to further develop
their business (China Daily).

China’s Technological Future

An economic planning meeting in late December
2020 involving China’s top leadership ended on an
unusually triumphalist note about the country’s recovery
from Covid-19 as Beijing set out a series of policies to
boost-self-reliance amid its ongoing tensions with the
US. The statement released at the end of the Central
Economic Work Conference led with the message that
China was the only major economy to post positive
growth, saying it could “satisfy the people, catch the
world’s attention and make history.” However, the
leadership also warned of the risks of an unbalanced and
unstable recovery given external uncertainties. While
2020’s economic targets focused on the fight against
poverty and pollution, the plans for 2021 - announced
weeks after the authorities published the blueprint for
the latest five-year plan — appear to be more strategic
with a focus on boosting innovation, self-reliance in the
supply chain and domestic demand. There are also plans
to improve food security, strengthen anti-monopoly
measures, tackle housing problems and reach peak
carbon emissions by 2035. “The CEWC readout this year
is the most interesting and notable since 2016, when
Xi Jinping used the conference to formally kick off his
financial de-risking campaign,” Michael Hirson, head of
China at the US-based Eurasia Group, wrote in a note
regarding 2020. “There is not a similar dominant theme
this year or discrete shift in policy, but an unusually
clear prioritization and articulation of Xi’s economic
and geopolitical agenda as Beijing charts its course
for the post-pandemic future, particularly boosting
domestic innovation and reducing reliance on US
technologies.” Larry Hu, chief China economist from
Macquarie Group, said in a note: “Other than the curb
on big tech [anti-monopoly], the rest are all under the
so-called dual circulation, which has two implications:
self-sufficiency and domestic demand. Beijing adopted
such a strategy because it views a decoupling between
China and the US as its biggest long-term challenge.

“As such, Beijing has set ‘security” and ‘growth’ as the
top two priorities under its long-term growth strategy,
which underpins the eight major tasks above.” Beijing’s
policies to boost innovation include a 10-year plan to
establish research and innovation centers to tackle
problems such as its dependence on external supplies
of items such as semiconductors, a key weakness in its
technological competition with the US. While China’s
overall expenditure on research and development rose
to 2.2% of GDP in 2019 - slightly lower than the 2.8% in
the US - just 6% of its R&D expenditure went to basic
research, which was much lower than an average of 15%
among developed countries, according to government
data. It also plans to focus on problems with the supply
chain by solving technological “bottlenecks” and
focusing on its “unique advantages” to reduce reliance
on the US and other countries. China will also actively
consider joining the Comprehensive and Progressive
Trans-Pacific Partnership Agreement, a trade bloc of 11
countries, which the US withdrew from under the Trump
administration. China’s debt-to-GDP ratio in 2020 could
surge by 25 percentage points to 270% from 2019, partly
due to measures to stimulate the economic recovery in
2020. Beijing intends to lower the overall credit growth
next year to match nominal GDP growth (Leng).

As the Covid-19 economic crisis takes its toll, Chinese
exporters are turning to big data to refocus their efforts
in the domestic market and secure long-term export
growth. Combined with the growing applications of
big data, the rapid changes manufacturers had to make
in 2020 give a key indication of what the future holds
for the Chinese economy. China’s efforts to become
the global epicenter of big data analytics, artificial
intelligence and technology are no secret. President Xi
Jinping has made clear Beijing’s plans to become the
Al leader by 2035, using sequential data capabilities to
guide strategies encompassing the economy, national
intelligence, and military enhancements. A report from
Mordor Intelligence surmises that Chinese companies
are increasingly focusing on developing supply chains
to leverage data and consumer insights. Examples of
China’s plan for enhanced data capabilities can be seen
in the business models of Tencent, Alibaba, JD.com and
Baidu. Amid the shift in consumer behavior during the
Covid-19 pandemic, an interesting development has
been smaller Chinese exporters turning to e-commerce
giants such as Alibaba and JD.com for their big data
capabilities to pivot towards the domestic market.
Chinese toothbrush maker Tommy Tu, for example, used
Alibaba’s trove of data to refocus its products towards
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the domestic market. This reduced the company'’s
dependence on exports to 60% of revenue, down from
90% earlier in the year. Similar effects can be seen in
other domestic markets, with exporters making use of
large data resources to adjust to changing demands.
China’s online grocery market, for example, is predicted
to grow by 62.9% in 2020 compared to 29.2% in 2019.
Alibaba and JD.com are leveraging big data to take
advantage of the increasing shift towards stay-at-home
meal preparation and consumer essentials over dining
out amid local lockdowns. This shift in focus using big
data can help us understand China’s economic future.
While the US and China have competed for years, there
are two main reasons China is in a strong position when
it comes to big data. First, its sheer size gives insight
into consumer habits. China has more people, more
businesses and therefore more data to use. Second,
China has rapidly adapted to growing global demand
for mobile technology, putting itself at the forefront
of markets on the cusp of huge growth. One example
is 5G. Huawei has played a central role in setting the
standard for next-generation mobile networks globally
and holds the most patents for 5G. The technology,
enabling seamless data collection between devices
with unprecedented potential for insights into human
activity, has boundless possibilities for economic growth.
By 2035, the 5G value chain is expected to drive US$3.6
trillion of economic output, of which China is predicted
to contribute the most in gross output followed by the
US. The past two decades have seen huge advancements
in the level of data collected by retailers to collate
consumer trends, interests and behavior. The importance
of big data and its multitude of benefits have been
magnified by the economic uncertainty during the
global pandemic. If this level of growth is matched
in other industries in which big data is set to play a
pivotal role, the potential impact of China’s economic
growth in the future is clear, with innovation, economic
upgrades and the labor market all delivering knock-on
benefits. In addition, the vast applications of Al can be
seen in the fight against Covid-19. By integrating data
into surveillance, the Chinese government has rolled
out some of the most sophisticated track and trace
mobile app capabilities in the world, along with facial
recognition and thermal scanners to identify those
who may have a fever and be carrying the virus China
reports that its total export value of medical supplies
between March 1 and April 30 exceeded 71 billion RMB
(US$10.4 billion). Exporters have capitalized on overseas
lockdowns and seen a surge in demand rather than the
predicted fall. This surge in demand for medical supplies

and lockdown goods is likely to expand to encompass
China’s huge advancements in technology within the
health care industry, as well as using big data to predict
trends and consumer demands for the future. The figures
suggest a greater focus on using high-end technology
in consumer markets and expanding to encompass
military, surveillance and government applications. There
is every possibility that big data could be the catalyst
for a shift in the Chinese domestic market altogether.
Manufacturers could adopt a two-pronged approach
to target both international and domestic consumers
using insights and trends from e-commerce giants, with
the main players in big data shifting to meet the rising
demand for advanced technology (Merry).

While it is no surprise that provocative visions of
the post-pandemic future, in which technology is the
driver of change, are popping up, the future is always as
much a social invention as a technological one. People
are viewing technology as the panacea in a post-Covid
world. This is a phenomenon the theorist Paul David
termed “technological presbyopia”, that is the human
tendency to overestimate change in the short term but
underestimate change over the longer term. One does
not need to be a historian of technology to see that
one lasting legacy of the pandemic is likely to be even
greater use of surveillance, artificial intelligence and
algorithmic control. The majority of developed nations
have used technology to try and manage public health,
and it is probable these organizational assumptions
will set future paradigms of governance. In Britain, the
National Health Service’s contact tracing app assigns
risk scores to users. Some observers have proposed the
use of enhanced apps that award points and benefits to
users who assiduously wear masks and practice social
distancing. It is not unthinkable that in the future, a
subtly branded social credit-inspired initiative, perhaps
presented in the form of a game, could take root in
liberal technocratic states. Meanwhile, the International
Monetary Fund has argued that the world needs “a new
Bretton Woods’, a systematic attempt to rebalance the
terms of global trade similar in scale to the initiatives
that followed World War 1. The World Economic Forum
(WEF) has promoted the idea of “the great reset’,
an attempt to coordinate a comprehensive political
and social response to the current crisis that goes far
beyond seeing off Covid-19. While predicting the future
has always been the preserve of the powerful, one
lesson from the history of futurology is that if a person
can’t imagine a world where they're not in control,
then they’ve only a slim chance of predicting a future
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shaped by genuinely transformative change (Anthony
and Choo).

Digital Expansion

An optimistic technological outcome of 2020 is the
fact that Coronavirus has sped up the digital revolution,
with China leading the way. From live-streaming sales
to building lasting business relationships online to
adopting Al in manufacturing, Chinese companies have
risen to the challenge of the pandemic and offer the
rest of the world a glimpse of the future. In April, when
many were still stuck at home and worried about a
gloomy economic future, over 2 million online viewers
logged on to watch one of China’s new generation of
live-streaming superstars auction a rocket launch for
40 million RMB (US$5.6 million). It was an unusual but
uplifting moment during the height of the months-
long nationwide lockdown amid Covid-19. The epidemic
has taken a heavy toll on the Chinese economy - gross
domestic product contracted 1.6% year on year in the
first half of 2020 - and businesses continue to struggle.
But while Covid-19 poses unprecedented challenges,
it has also created powerful incentives to do things
differently. Like other major crises, the pandemic
has challenged old assumptions and shattered long-
established routines. In China, where the shock of the
pandemic was first felt, lockdowns and social distancing
have accelerated change at the technology frontier. Live-
streaming - live, sometimes interactive, broadcasting
over the internet - has quickly become the dominant
new path as manufacturers and companies in China
look for fresh ways to reach consumers’ hearts and
wallets. While the auction of the Kuaizhou-1A rocket
launch, which offered the buyer the chance to have
the rocket painted and access to the launch, is likely
to be a one-off, the explosive growth of live-streaming
as a sales channel is here to stay. According to China’s
Ministry of Commerce, there were more than 4 million
live-streaming sessions in the first quarter of 2020.
More than eight times as many merchants were using
Taobao Live, a live-streaming arm of China’s e-commerce
giant, in February compared to January 2020. Industry
research believe retail sales via China’s live-streaming
platforms reached about US$130 billion in 2020, with
potentially almost half of China’s population becoming
live-streaming customers. Live streaming is symptomatic
of how businesses that have traditionally relied on face-
to-face selling have been exploring new ways to use
digital channels to find, engage and retain customers.

And it has worked: auto dealers showcase the interiors
of luxury cars; rural farmers promote their local produce
and real-estate agents are providing tours of apartments
- all online. The property platform Beike said agent-
facilitated viewings on its virtual-reality showroom in
February increased by almost 35 times compared with
the previous month. Under the pressure of Covid-19,
it is not just sales channels that have accelerated their
adoption of digital technology, but also business
operations and engagement models. In a country where
face-to-face meetings have traditionally played a key
role in building business relationships, networking
has also largely moved online. One popular Chinese
enterprise communication platform has seen its monthly
active users rise from about 65 million at the end of
2019 to roughly 177 million in March. In June, one of
the world’s largest trade networking events, the Canton
Fair (the China Import and Export Fair) went online with
a 24/7 live stream for the first time in its six-decade
history, using cloud and conferencing technologies to
virtually accommodate the roughly 26,000 companies,
1.8 million products, and almost 3 million visitors in 10
days. But it is not just internet-based technology that has
seen its star rise during the Covid-19 gloom: industry is
accelerating the process of hi-tech automation. Wuhan,
once the epicenter of the pandemic, is also one of
China’s industrial hubs, home to manufacturers such
as Xiaomi and Lenovo. The latter, for example, has used
5@, internet of things and robotics to enable intelligent
manufacturing in its Wuhan plant in the face of the labor
shortage during the lockdown. High-precision intelligent
robots, coupled with automated processes, have
allowed the company to resume production despite the
limitations on its human workforce. The government
is keen to encourage this trend. For years it has used
infrastructure spending to stimulate the economy during
slowdowns, but this round of stimulus has seen an
important shift in emphasis. In March, Beijing launched
a “New Infrastructure” campaign, with policies designed
to encourage investments into sectors including 5G
networks, industrial internet, data centers, artificial
intelligence, ultra-high voltage and new-energy vehicle
charging stations. Chinese tech giants have bought into
the initiative. In May, Tencent pledged to invest 500
billion RMB over five years in new digital infrastructure
areas such as cloud computing and artificial intelligence.
Alibaba, which owns the Post, said in April it would
invest 200 billion RMB in its cloud infrastructure over
three years (Wang).
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Strengthening cooperation on the digital economy
and transforming China's digital experience in
accordance with local conditions is essential to boost
economic recovery and social growth across the world.
The digital growth has dramatically altered Chinese
people's lifestyles and improved livelihoods nationwide.
China's accomplishment in poverty alleviation is a classic
example of the indispensable role the digital economy
can play in driving and innovating for growth. For
example, in the past, hundreds of millions of farmers
in China faced difficulties linking local products with
markets. However, e-commerce has done wonders in
giving agricultural products access to bigger markets.
Rural e-commerce is now booming in China, showing
that the dividends from the digital economy are
not limited to developed countries or metropolises.
However, the building of an all-round digital society
cannot be accomplished overnight. The development
of telecommunications infrastructure will boost the
popularization of the internet in a cheaper, faster
and more convenient manner. In 2019, the global
smartphone penetration rate exceeded 80%, and
the internet usage rate reached 86.8% in developed
countries and 47% in developing ones, laying a solid
foundation for global digital cooperation. As for
developing countries' willingness, most countries have
begun to carry out plans to develop the digital economy.
Southeast Asian countries, such as Vietnam, Thailand, the
Philippines and Malaysia, have clearly listed digitization
as the priority for growth, actively promoted the building
of digital infrastructure, improved the regulatory legal
framework, encouraged cashless payment systems
and upgraded logistics and distribution. In recent
years, China has injected impetus into international
digital cooperation among developing countries in
a variety of ways, including assisting the building of
digital infrastructure, building digital trading platforms,
conducting digital scientific research cooperation and
promoting distance education. China has assisted Asian
and African countries in building digital infrastructure in
the past, providing new momentum for their economic
and social development. China's aid to Tanzania's
national broadband backbone network project reduced
the country's telephone tariffs by 58% and internet tariffs
by 75%. It is satisfying to witness remote rural areas
enjoying the convenience of modern communications.
In the field of innovating digital trade environment,
China helps small and medium-sized enterprises
and disadvantaged groups to build cross-border
e-commerce platforms, and offers favorable conditions
and training in customs clearance, warehousing,

logistics, and technological usage. China has also laid
the foundation for participating in digital international
cooperation. But, this raises the question, what can
be done to improve it? First, China should identify
demonstration projects in accordance with the recipient
countries' national policies, by focusing on livelihood-
related projects that have great potential and economic
power. Medical care, education and agriculture are all
in need of digital transformation and management.
Second, China should actively encourage pioneering
companies to go overseas, and give full play to the
technical and management advantages of the private
sector, especially supporting leading digital companies
to play the key role in restoring social life and helping
restart work in the post-pandemic era. Third, relying on
China-assisted vocational and technical schools, human
resource development cooperation projects, scholarship
projects and digital enterprise training platforms, China
can actively help developing countries understand
and accept the new concepts and methods in digital
management and operation. Fourth, China should
strengthen dialogue and cooperation with multilateral
organizations, such as the United Nations, G20, BRICS as
well as related digital scientific research institutions, so
as to promote China's digital technology, standards and
services, reach a consensus on digital development, and
join hands to contribute to the post-pandemic recovery.
To sum up, digital growth cooperation offers developing
countries a proven way to promote their economic and
social development (Zirong).

Future of Manufacturing

China is expected to maintain a prominent role in
global supply chains despite the COVID-19 pandemic,
which has renewed discussions about whether countries
around the world have become too reliant on Chinese
manufacturing, according to Jing Wu, one of The Chinese
University of Hong Kong’s (CUHK) leading researchers on
global economic networks. Jing Wu, Assistant Professor
at CUHK Business School’s Department of Decision
Sciences and Managerial Economics, acknowledges that
the pandemic, which resulted in an extended shutdown
of factories across China following Lunar New Year, may
lead firms which operate global supply chains to diversify
their manufacturing base in addition to China as part of
a stronger focus on risk management. For decades, China
has provided the bulk of components to manufacturers
around the world. But even after new infections tapered
off within its borders, factories have been slow to
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resume their normal production capacity. This has been
blamed on a number of challenges including a shortage
of labor due to the slow recovery of transportation
links post lockdown, as companies scramble to ensure
adequate protection for the workers against infection,
and a shortage of parts from upstream suppliers. A
survey in the summer of 2020 of companies in the US
by the non-profit Institute for Supply Management
reported 75% of respondents said their supply chain
had been disrupted due to the coronavirus, with one
in six, or 16%, having already revised their revenue
guidance down by an average of 5.6%. It also comes
amid reports that Japan, one of China’s biggest trade
partners, has earmarked US$2.2 billion of its record US$1
trillion stimulus package to help its manufacturers shift.
It is not unexpected that, as a result of the pandemic,
national governments may become more aware of the
importance of supply chain security in national security
concerns and strengthen themselves against their
exposure to foreign manufacturing risks. It is no surprise
that Japan, the US and other countries would want
to reconsider which products can be purchased from
abroad and which products should be encouraged by
policies to build local production capacity. From a risk
management perspective, it makes sense to produce
essentials such as medical supplies close to the market,
just-in-time when demand surges. Japanese culture in
particular has traditionally focused on risk management.
Some essential parts produced for the Japanese market
will be brought home or to coastal areas in China which
are closer to Japan. For the products that are sold to the
overseas market, especially in China, their production is
expected to remain in China. However, to help it adapt
to changing attitudes in global sourcing, China needs
to change its strategic thinking on price advantage to
continue moving up the value chain away from low-cost
manufacturing reliant on cheap labor, understand the
strategic considerations of foreign customers on supply
chain resiliency and security under trade barriers, and
strive to establish strong international brands. Given
that the global supply chain shock has since spread
around the world, a crucial question is whether the
pandemic spells the beginning of the end for the current
age of globalization? Prof. Wu notes that COVID-19 has
disclosed disadvantages related to relying too much
on sourcing, or off-shoring. It makes sense that more
companies may try to produce their products locally,
or closer to consumers. In the new era of Globalization,
China should keep transforming from export trade to
overseas investment, encouraging its firms to acquire or
open foreign subsidiaries, produce local and participate
in overseas market competition (Wu).

One unique industry that is emerging as a global
but local industry is the manufacturing of plant-based
meat. The growth of plant-based meat presents a
great opportunity for crop producers in Asia, especially
China. A shift away from industrial animal agriculture
could also help the country combat the threat of
climate change. Plant-based meat, made primarily
from soy and wheat, has existed in China for centuries,
mostly catering to Buddhists who seek to avoid eating
animals. But, increasingly, brands are diversifying their
recipes by incorporating new ingredients and flavors
to create products aimed squarely at meat eaters, not
vegetarians. This 2.0 version of plant-based meat is
designed to replicate the taste, texture and appearance
of animal meat, and consumers cannot get enough. This
new generation of plant-based meat has now begun
to appear on select Asian menus at KFC, Pizza Hut,
McDonald’s, Burger King, and Starbucks — and that is
just the tip of the iceberg. Even during a year when the
global food system is under extraordinary strain and
uncertainty, Asia-Pacific-based companies focused on
alternative proteins like plant-based meat have raised
more than US$230 million in funding to accelerate
their growth. This presents an enormous opportunity
for agricultural powerhouses like China. This shift away
from industrial animal agriculture also has the potential
to help the nation combat the threat of climate change
by transitioning towards more sustainable forms of
food production. Thanks to its diverse landscape,
China already produces large volumes of prominent
ingredients for plant-based meat, including rice, wheat,
potatoes and peas. And yet, cultivation of nutritious
pulses and grains, which also show tremendous promise
as alternative protein sources, continues to lag behind.
Crops like millet and lentil, for example, can be cultivated
in more arid landscapes, making them sensible options
for China, given the nation’s water scarcity. Millet, in
particular, could open up drier regions of the country
to agriculture. Thinking beyond traditional crops,
production of an innovative ingredient like lion’s
mane mushroom could also be expanded, as it does
not require typical arable land and there is already a
market awareness in China of the health benefits of this
mushroom with a naturally meat-like texture. One major
area where China is already scaling up is the production
of processed protein, such as protein extracted from
crops and exported as plant-based protein isolates
and concentrates. Pea protein, for example, is a central
ingredient in many of the hottest new plant-based foods,
such as the Beyond Burger from Beyond Meat. In 2017,
there were seven producers in China processing protein
from peas, with a total capacity of 67,453 tons per year.



By the end of 2019, that capacity had more than doubled,
to 146,313 tons. If China continues on this trajectory and
expands its protein extraction capacity to a wider array
of crops, the nation will dominate the global market.
Government leaders have signaled that they understand
the potential benefits of ramping up production of
alternatives to animal meat. Suhe Meng, head of the
Chinese Institute of Food Science and Technology, has
said: “The development and implementation of plant-
based meat in China is not only a market opportunity,
but also an effective way to improve the food structure
of Chinese residents and solve environmental and social
problems.” Consumers’ embrace of meats made from
a diverse range of plants like peas and lentils, instead
of animals, carries many advantages for China’s efforts
to mitigate natural-resource depletion. Conventional
animal agriculture is an inherently inefficient system
that contributes to ecological devastation at both a
local and global scale. Producing meat from chickens,
for example, requires feeding nine calories of plants
to an animal, to get only one calorie back in the form
of meat. Instead of funneling crops through animals,
many leading food producers - including multibillion-
dollar global brands like Cargill and Nestlé - are
increasingly looking at innovative ways to make meat
from plants directly. National government leaders
have already taken action to accelerate the spread of
advanced farming technologies and used preferential
tax rates to encourage investment in sustainable forms
of agriculture. These wise decisions - when combined
with an infrastructure system that is already connected
to the world’s largest consumer markets — have laid
the groundwork for local food producers and business
leaders to capitalize on the massive opportunity that
plant-based meat presents, if they are forward-thinking
enough to seize it.

Global Cooperation

Despite the challenges facing China on the domestic
front, it is still keeping a strong focus on fostering global
cooperation and growth. As such, China hosted the third
World Laureates Forum in Shanghai in 2020, a panel of
some of the greatest academics and economists in the
world, to discuss global options for continuing forward
during and after the pandemic. The COVID-19 pandemic
has accelerated digitalization of production processes
but will not reverse economic globalization, experts
concluded. The three-day forum, gathered nearly 140
world scientific award winners, including 61 Nobel Prize

laureates and more than 30 Chinese academicians, to
discuss, in person and virtually, a wide range of scientific
frontiers, including quantum physics, brain science
and biomedicine. Scientists praised the successful
event, saying it helped maintain a smooth channel for
international scientific communications during the
pandemic. "China is probably the only country able to
host such an event," said Roger Kornberg, a biochemist
from the United States who won the Nobel Prize in
chemistry in 2006 and addressed the forum via video
link. "The challenges of bringing together 137 laureates
of various prizes as well as a very large number of other
participants and young people is a logistical nightmare
and really almost impossible to accomplish. And yet,
the leaders of this effort in China have succeeded and
done a brilliant job." Facing the grim global economic
climate, the event included a sub-forum that brought
four winners of the Nobel Memorial Prize in Economic
Sciences together via an online conference to address
the issue of economic challenges. Christopher Pissarides,
a professor at the London School of Economics who
won the economics prize in 2010, said the long-
term implications of COVID-19 will reshape work
arrangements and global economic structures. It has
already accelerated automation and digitalization,
reducing reliance on human labor and halting job
creation in services, especially those involving person-
to-person interactions, and will lead to more job losses
in the near future. With more work done at home or
remotely, the future job market will give more weight to
expertise in digital technologies and probably require
workers to engage in lifelong learning of new digital
techniques. New elements, such as the ability to trade
online and provide healthy environments, will also
become important, Pissarides said. As the acceleration
of automation will never be reversed, and job creation
in services may come back only very slowly after the
end of the pandemic. Employers will need to consider
retraining employees with skills that are more adaptable
to the post-COVID job market. Another big issue
related to increasing automation is the widening of the
gap between the rich and the poor, said Norwegian
economist Finn Kydland, who won the 2004 economics
prize. The economic downturn has not affected all
sectors, and the pandemic has hit people with low
wages and low skills much harder than those earning
high incomes, he said. Faced with such a disparity,
Kydland said many European countries have simply
given direct subsidies to the most affected industries to
try to maintain employment, but such measures are very
expensive and not sustainable. Governments should



also make sure capital is available and well-distributed
to families and small and medium-sized businesses to
support their return to normal activity because they will
play a key role in future employment, said US economist
Lars Peter Hansen, who won the economics prize in
2013. Hansen said the response to the second wave of
the pandemic is all about the trade-off between treating
the disease and maintaining economic activities. When a
government opts for a lockdown, the economic structure
and development will inevitably be affected, irrespective
of the government's experience in dealing with the first
outbreak, he said, adding that the world economy is still
at a "very difficult stage" (Yangfei).

A major recent development that will have great
impact on China'’s global future is the recent investment
pact between the European Union and China. European
Union and Chinese leaders concluded their marathon
negotiations for a landmark investment pact in late
2020, handing Beijing a major diplomatic win. Beijing
has had to make what the EU called an “unprecedented
commitment” to provide commercial certainty and
predictability, with wide access for an array of European
companies to the hitherto heavily restricted Chinese
market. The talks were formally concluded during a video
call hosted by Chinese President Xi Jinping, featuring
many powerful figures such as European Commission
President Ursula von der Leyen and European Council
President Charles Michel. German Chancellor Angela
Merkel and French President Emmanuel Macron also
took part. Xinhua, the Chinese state news agency,
said that leaders from both sides jointly announced
the conclusion of negotiations as scheduled. Xi said
that the agreement “shows China’s determination and
confidence in fostering high-level external openness”.
The deal would provide EU businesses with “bigger
market access, more forceful systemic safeguards
and a brighter future for cooperation.”. According
to a release from the EU, this agreement is of major
economic significance and also binds the parties into
a values-based investment relationship grounded in
sustainable development principles. Once in effect, the
agreement will help rebalance the trade and investment
relationship between the EU and China. China has
committed to an unprecedented level of market access
for EU investors, giving European businesses certainty
and predictability for their operations. The deal would
“significantly improve” the playing field for EU investors
by laying down clear obligations for Chinese state-
owned enterprises, prohibiting forced technology
transfers and other distortive practices, and enhancing

transparency of subsidies, the EU said. “Looking beyond
the negotiations, the EU reiterated its expectation that
China will engage in negotiations on industrial subsidies
in the WTO [World Trade Organization],” it said. “The EU
leaders also emphasized the need to improve market
access for EU traders in sectors such as agri-food and
digital, and to address overcapacity in traditional sectors
such as steel and aluminum as well as in high tech.
Participants welcomed the active role of the German
presidency of the council, and of Chancellor Angela
Merkel in particular, who has put special emphasis
on EU-China relations and fully supported the EU
negotiation with China. The deal, “the most ambitious'
China has ever had, according to documents viewed
by the South China Morning Post, will offer European
businesses better access to China’s markets in new-
energy vehicles, private health care and cloud services. It
will also deliver on terms to regulate China’s state-owned
enterprises and transparency on subsidies. Calling the
agreement “an important landmark in our relationship
with China’, von der Leyen said in a statement: “It will
provide unprecedented access to the Chinese market
for European investors, enabling our businesses to grow
and create jobs. It will also commit China to ambitious
principles on sustainability, transparency, and non-
discrimination (Lau and Wu).
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As it grows its relations with Europe, it is important
for China to continue to support their allies in Asia. An
example of this is its pledge to work with Singapore
to enhance cooperation on public health well beyond
the Covid-19 pandemic, with officials saying the pact
was vital to dealing with future crises. Taking part in
the annual meeting of the Joint Council of Bilateral
Cooperation (JCBQ), officials led by Singapore’s Deputy
Prime Minister Heng Swee Keat and the Chinese Vice-
Premier Han Zheng discussed a range of issues from
climate change to the reopening of borders. During
the virtual meeting, the two countries signed a
“landmark number” of 10 accords — higher than the nine
agreements signed in 2019. Analysts said the number of
agreements reflected balmy ties between Asia’s biggest
economy and Singapore - a far cry from the friction
between them in 2016 and 2017. Two of the agreements
were to do with public health. Singapore’s Ministry of
Health struck a pact with its Chinese counterpart, the
National Health Commission, to prevent and control
communicable and noncommunicable diseases and
cooperate on health promotion and primary health
care. The countries also renewed a 2013 memorandum
of understanding that allows health researchers to



work at institutions involved in disease prevention and
control. These agreements would be useful well beyond
the Covid-19 pandemic. Officials recognize that there
will be new pandemics so it is important to establish
this collaboration platform between Singapore and
China so they can continue to cooperate and develop
responses. Among the agreements struck was a pact
for biomedical companies from Singapore and the
Suzhou Industrial Park in China - a joint development
between the two countries — to cooperate in areas such
as commercialization of products. That pact will also
facilitate the testing of new concepts in a free-trade
zone in Jiangsu province, giving Singapore firms from
the sector the chance to spread their wings beyond their
home market. While these talks are beneficial from the
perspective of medical and technological growth in a
post-Covid world, the benefit extends far beyond that.
It shows that China is indeed willing to work with its
neighbors, especially in light of the tensions between it
and Singapore in recent years (Xinghui and Sim).

An important area of global policy to note is that
despite the challenges of the pandemic, President Xi
Jinping reaffirmed China’s commitment to his Belt and
Road Initiative at the Asia-Pacific Economic Cooperation
(Apec) forum. However, China may need to cut back on
overseas lending due to domestic debt concerns and
to also ensure future funding is sustainable as opinions
are split over the sustainability of such investment
amid a backdrop of rising debt at home. However, as
growth in the world’s second largest economy has
slowed and as the domestic debt burden has risen due
to the coronavirus pandemic, questions have been
raised whether China will have to slow its international
engagements in the next few years, in particular its
financing of Belt and Road projects. This ambitious Belt
and Road plan, first introduced by Xi during his 2013
visit to Kazakhstan when it was initially called One Belt,
One Road, involves connecting more than 70 countries
on the continents of Asia, Europe and Africa via a series
of rail, road and sea infrastructure projects, thus forming
a New Silk Road. The goal for Beijing is to promote
regional connections and economic integration, thereby
expanding China’s economic and political influence. And
while China will by no means abandon funding projects,
it may cut back on lending, both due to domestic needs
and moves to make sure future lending is sustainable,
analysts said. The World Bank estimated in 2019 that
around US$500 billion was invested in Belt and Road
projects in 50 developing countries between 2013
and 2018. Of that amount, about US$300 billion was

estimated to have been financed via public and publicly
guaranteed debt. Non-financial corporate debt in China
rose to over 165% of its gross domestic product (GDP)
in the third quarter of 2020, from 150% of GDP in the
same quarter 2019, according to a report released by the
Institute of International Finance (lIF) in November. The
growth of debt is not only the highest among emerging
economies but has also already outpaced all developed
markets as well. Total Chinese debt across household,
government and non-financial corporate sectors rose
to nearly 290% of GDP - excluding financial debt to
avoid the potential for double counting - in the third
quarter, up from 255% a year earlier, according to the
Washington-based IIF, the association of global financial
firms. Emre Tiftik, head of sustainability research at the
IIF, said China has the capacity to increase exposure
to Belt and Road countries, so the recent rise in debt
levels is unlikely to change China’s policies. However,
the IIF believes China will place more emphasis on the
sustainability of related financial flows, he added. China’s
engagement in Belt and Road projects has shrunk during
2020 in terms of both the number of new contracts and
in the total new project value due to the coronavirus.
The number of new contracts signed by Chinese firms in
the first nine months of 2020 in 61 countries “along the
Belt and Road” dropped by 29% compared to the same
period in 2019, according to data from China’s Ministry of
Commerce. It did not provide an update for the number
of contracts signed in October, but the data showed the
value of contracts from January to October 2020 shrank
by 17.5% year on year. China’s overall domestic debt level
has been growing at an average annual rate of around
20% since 2008, faster than its GDP growth. The country
has increased its effort to reduce its debt pile since 2016
to curb financial risks under a deleveraging campaign
led by the central bank, but progress was thrown into
reverse in 2020 because of the impact of the coronavirus
on the economy. China’s external debt has also grown,
partly because of the country’s push to acquire foreign
assets, and stood at US$2.13 trillion by the end of June
2020, up USS$75.1 billion, or 3.7%, from the end of 2019.
But the scale of foreign debt is “reasonable” and the risk
from foreign debt is “generally controllable’, said China’s
State Administration of Foreign Exchange. Agatha
Kratz, an associate director at economic consultancy
Rhodium Group, said Belt and Road loans are just a
small part of China’s overall lending portfolio, and both
the China Development Bank and the Export Import
Bank have enough political backing to bear the cost,
meaning the real question is “if the country still wants
to [continue massive lending]?” She added that the



China Development Bank may have less of an appetite
to continue strong foreign lending as it is struggling
between its conflicting objectives of supporting China’s
global commercial diplomacy and the Chinese economy
with new domestic loans (Zhou).
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1.5 A New President’s Agenda

: taking office as the 46th
SI n Ce president, it's clear Joe Biden
agenda has focused on the challenges at home.
His slogan to "Build Back Better" was centered
around handling the coronavirus pandemic,
rebooting the US economy, and tackling systemic
racism and economic inequality. But the
challenges facing the US and the world will not
wait. From Latin America to East Africa, nuclear-
capable rogue states to revanchist regional
powers, the Biden administration is sure to face
foreign policy crises as it tries to address those
domestic issues “The preponderance of the focus
will have to be internal," president of the Council
on Foreign Relations Richard Haass said. "The
president is going to walk into a really demanding
situation domestically and internationally, and
my instincts are ... he has got to deal with repair
work, rather than think of it as a major innovation
phase" (Finnegan). Sooner rather than later,
much of Biden’s international attention will be
directed at China.

If Biden talked about China in 2020 like he did
back in 2000, he might have lost the election. He
has long been a supporter of trade liberalization.
In 2000, then-Sen. Joe Biden joined with 82
other senators and the Clinton administration
in normalizing trade relations with China. It
was a crucial step in allowing China to join the
World Trade Organization. Labor unions like the
Teamsters and the United Auto Workers hated this
and mounted a feverish campaign against it. They
feared that lowering trade barriers with China
would flood the US with cheap Chinese products
and kill jobs. But Biden and others argued that
it would promote economic growth and peace
and help convince China to play by international
rules. Shortly afterward, Biden became chairman
of the Senate Foreign Relations Committee and
flew to China for one of his first big diplomacy
trips. Standing in front of a group of reporters

in Shanghai, Biden declared, "China is not our
enemy. There's nothing inevitable about China and
the US not being as cooperative as other nations"
(Rosalsky). As a senator he also voted for NAFTA
and China’s entry into the WTO. As vice president,
Biden championed the TPP (McBride).

Now, three fourths of Americans have an
unfavorable view of the country — up from about
a third in the early 2000s. China, which has an
economy 12 times larger than it was in 2000, is
now an economic powerhouse. Trade with China
may have slashed costs for American consumers
and created countless new jobs in various sectors,
but — as organized labor warned back in 2000 —
it also destroyed huge numbers of blue-collar jobs.
Economists David Autyor, David Dorn and Gordon
Hanson estimate that China's joining the WTO
killed about 2.4 million American jobs, including
about a million in manufacturing (Rosalsky).

To gain credibility in negotiations with China
and other nations, it is important that actions of
the Biden administration be based on decisions
which can be supported by accurate statistics.
It is evident that much of the actions of Trump
administration were not based on accurate
statistics. President George Herbert Walker Bush's
son, Neil Bush in a 2018 Washington Post opinion
piece pointed to a 2011 study by the Federal
Reserve Bank of San Francisco showing while
70% of the US 2017 GDP was made of Americans
Personal Consumer Expenditure, only 1.2% of that
actually went to China. This was in stark contrast
to the widely held public belief that the figure may
have been as high as 60-90%. It is hard to imagine
that millions of American jobs have gone to China
if China only receives 1.2% of the average annual
American personal consumer expenditure.
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A study commissioned by the US-China
Business Council (USCBC) showed that President
Donald Trump’s trade war with China caused a
peak loss of 245,000 US jobs, but a gradual scaling
back of tariffs on both sides would boost growth
and lead to an additional 145,000 jobs by 2025
The group, which represents major American
companies doing business in China, said the study
by Oxford Economics also includes an “escalation
scenario” which estimates a significant decoupling
of the world's two largest economies could shrink
US GDP by US$1.6 trillion over the next five years.
This could result in 732,000 fewer US jobs in 2022
and 320,000 fewer jobs by 2025. The study was
released just days before then President-elect Joe
Biden was set to take office and begin a major
analysis of US trade policy including consultations
with democratic allies over punitive US tariffs
imposed by Trump. Biden has said he plans no
immediate changes to Trump's tariffs, but said he
will work with allies to pressure China to change its
trade behavior. USCBC President Craig Allen, who
has been supportive of Trump's efforts to change
China’s trade and technology transfer policies,
said it was important that the group articulate
the consequences of policy choices in the US-
China relationship. “In the case of the tariffs,
it's very important that we understand the full
economic cost of these choices,” Allen said. The
study estimates that US exports to China support
1.2 million American jobs and that Chinese
multinational companies directly employ 197,000
Americans, while US companies invested US$105
billion in China in 2019. “With China forecast to
drive around one-third of global growth over the
next decade, maintaining market access to China
is increasingly essential for US businesses’ global
success,” the study said (Reuters, US-China Trade).

Furthermore, American personal consumer
spending accounted for about 70% of the US's
2017 US$19.39 trillion GDP. That percentage
was unchanged from six years earlier, when the
Federal Reserve Bank of San Francisco issued a
report called “The US Content of ‘Made in China."””
The 2011 study showed that 88.5% of American
consumer spending was on items made in the
US. The San Francisco Fed's report also found
that 55% of the content of goods labeled “Made
in China” reflected US-added value and content.
“Although globalization is widely recognized these

days,” the study said the US economy actually
remains relatively closed. The vast majority of
goods and services sold in the US is produced
in the US. As the 2017 “deficit with China was
pegged at less than 2% of US GDP — there was
no need for alarm. Assuming a GDP of US$1,000,
a 2% trade deficit would mean someone had sold
us US$20 more in goods than we sold to them.
And we would have received quality merchandise
for that US$20" (Bush).

US-China relations sharply deteriorated in
2020, after three years of steadily declining
under the Trump administration. Beijing and
Washington traded blame over the coronavirus
pandemic, remained locked in a trade war
and competed over 5G networks and other
technologies among other issues. President
Biden will have to grapple with all these
challenges from day one in office. That being
said, the Biden administration will have the
luxury of deciding how much to retain of what
the Trump team has built. Some decisions, such
as whether to maintain tariffs on US$370 billion
worth of Chinese goods, will be challenging. The
tariffs have hurt the US economy, but they have
also given the US economic leverage. Moreover,
unwinding them too quickly will leave the new
administration open to accusations of being soft
on China. Other moves, including reviving the
Quadrilateral Security Dialogue with Australia,
India, and Japan and sanctioning officials and
companies suspected of various misdoings,
are likely here to stay. Some efforts, such as
the aggressive prosecution of those involved in
Chinese influence activities in the US, could be
maintained but tempered significantly. The Biden
administration could realize some quick wins by
filling in the gaping holes the Trump team has
created by abandoning traditional sources of US
leverage and influence. Rejoining international
institutions and agreements, partnering
with European allies, strengthening the US,
and reconstructing the US-China diplomatic
framework are likely all on Biden's agenda. But
realizing the benefits and rectifying the mistakes
of the Trump administration’s China policy is good
only for the first one hundred days. The true test
for the Biden administration is what it will do
about China in the remaining 1,360 (Economy).
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China

President Donald J. Trump’s disruptive
America First agenda was nowhere on greater
display than in the realm of trade policy, where
he launched a trade war with China, imposed
tariffs on US allies, and renegotiated major
trade agreements. As a candidate, President Joe
Biden slammed Trump’s approach but likewise
hammered China’'s unfair practices and criticized
unrestrained globalization. His “foreign policy for
the middle class” promises no new trade talks
until Washington undertakes massive domestic
investments. Talks with China eventually resulted
in a Phase | deal in which Beijing pledged to
buy an additional US$200 billion worth of US
agricultural products. The bilateral trade deficit
with China has held steady, even as the overall
trade deficit has reached a 14-year high. The
USMCA, meanwhile, passed with broad bipartisan
support in Congress after Democrats negotiated
stronger labor and environmental provisions.
During his presidential campaign, Biden sought
to chart a course somewhere between Trump's
trade wars and an uncritical acceptance of
free trade. He hammered Trump's go-it-alone
approach, arguing that Washington must “write
the rules of the road” on trade within the existing
international system. Some of Biden'’s rhetoric
on China echoes Trump's, calling for “aggressive”
retaliation against Beijing's trade cheating. The
main difference is that Biden promises to unite
with US allies, such as the EU, in a common
front against China. But with Biden making no
promises on ending the existing tariffs on EU
products, that could be a challenge. A recent EU-
China investment treaty could also undermine
Washington's coordination with Brussels. This is
Biden's slogan for an approach to foreign affairs
that will purportedly measure any policy by what
it does for middle-income families. The approach
argues that globalization has increased inequality,
accelerated deindustrialization, and failed to
boost US productivity. As a result, Biden promises
to focus on domestic priorities to boost US
competitiveness, including by investing trillions of
dollars into energy, education, and infrastructure;
implementing federal “Buy American” policies
to favor domestic producers; and strengthening
workers’ bargaining power. “Until now, trade
negotiations were aimed at securing business

opportunities for US companies first, and to a
lesser extent, to lower prices for US consumers,”
explains CFR's Edward Alden. “There is no concept
of lifting the middle class in the current structure.
It will be a different set of priorities.” Biden will
have many decisions to make. He says he won't
immediately lift Trump’s China tariffs, arguing
that Washington needs to keep its leverage with
Beijing for now. Looming over all of this is the July
2021 expiration of Trade Promotion Authority, or
fast-track legislation that gives the White House
expanded trade negotiating powers. If TPA is
not renewed, any new deals could face an uphill
battle in Congress (McBride).

While all stakeholders call for further
opening up of the Chinese market and China
has announced that it plans to do so, China's
economy may already be far more open than
believed. A 16 months study by Professor
Michael Enright of the University of Hong Kong
(former faculty at the Harvard Business School)
on the impact of foreign invested enterprises
on China's economy using FDI, spending by
employees and some other factors shows that
on the average, across China foreign invested
enterprises (FIEs) produce 33% of China's GDP
and 27% of employment. Given the fact that
FIEs are primarily concentrated on the east and
southern costs of China, their impact on the
economies of eastern and southern cities is far
greater than believed. For example, in Shanghai
FIEs account for 67% of its industrial output, one
third of Shanghai GDP and one third of Shanghai
employment. FIEs account for 90% of Shanghai's
high-tech output and one third of its taxes. In
the southern city of Shenzhen FIEs account for
50% of its GDP and 50% of its employment.
Chongqing went from producing zero to one third
of the world computers in 6 years through FDI.
It is important to note that FDI dollars invested
in China translate into higher returns in terms of
GDP. For example, every one million US dollars of
American FDI translate in $180 million dollars of
Chinese GDP, year after year (Enright).

In the US, the coronavirus pandemic has
intertwined with domestic politics to set it and
China further apart. President Trump sought to
deflect domestic attention away from spiking
COVID-19 cases and protests triggered by

SRR IRURIE I, IR T MEX AN AT . St
B, XIZBIBEHSBETREFAEE LNEE AL
KB _ETHo 2 HTZE 0 (Pew Research Center) 20204
108 —TEE LW, T3NMEEASOERSTEEE,
XZ22005F LIRNT L R E. PEBNAIIRRES T
RELRE, N EPEINZD S, 1158 7 FERKRE X
REENAFEBEHBERICEEBER— T Ha=EN
BT 2. EELK P LS H EAIAE LKA+
EEUZE, 1E BEEARNFPERE RN, PEMNIZ KT
o), RS ZEEM B R #H B RN, 2020558, HE
PR EENE AR B LL—FFIE AT E. (Huang)

HEFEFEET LS5, EEEBENTRS.
BAREHEPR BEAEEEIEREFEE, M
ERFAMRT, RNEESBUATKDIXN PEMN K EISE
EHTEH@IMNE EATIN R RETINF T IR EEM
FEAB BN FERIE RS E B _ EIpFE
ZE2 NS TIA T R BUFM “SEEML L B9H M
T EN, BHNAREEER “NSHER, MARESE
FEREER EEABEE, ESRAERE - REF
i, XEZFEAE“MEXEN MM @mIRNEE
Petfo R, MBBIINTBERBE S BV INER AFZE EBURAT
a0 R Rz 3 B R E Ak R 1B R4, BB R TMY
EFH LB TERRRAY TR 3R A R TE T B A R RO
&, BB HIX ML AEL B X M eIk
0573, (Mcdonald)

SRS BAEL, FEBR A R KMERE. &
R A REESR AR E BN LS R 40 fd 2 5KBY
EXRHRHRELZRIRE N BEREH BRGNS,
NINEEERZEHIANPEZ—NREEFEN F. X
+, REFEAERRUZEIRIEREN 1T NEMNR]
FNBIXTIEE, BB ARZHAFXE AR =T =
ERSNEE R S ARV, RSN BRAR L E L
REFVILEAR X +F8), BRFEFNESNT
R—EGE BHESEEEMEERUENIES, XMF
PEXABEWINL, MEXREEBUEEN—TR
TIBTE  — BBV ZBPR S R B & B So = EBUL 26K
EPE IR _ERBOEHITIEST, ISR T R RY
B &, MIENRGIRARNFEFRREMEBEENESS
NG IRIEF S B AN EBNFRIK, FE XL
REBABAETE, MEMEFRE M5, ZELMN
SN BENEWNNZFEIFPNNSE, XGEEE

RIEHE S RBEHERHEFLRFE, (Bear)

%58

PEIEES AL SFAEIRENER—F, HEE
IR S Mk R EEE AINE, IR E B F &, FEKH
XL EARAY S OB T BRE X A RV E Z AN o XA

IR, Il EFRESIREREFEE, i b RIE e xR AR
W RYZEHE, BRE A DALRE N ERE RN, 58 =Mk
SEMELUER, AT RBEE, WERRNRIIZIT
ImAK BARIRE . REFBAE BT RN E KB
KIE T REMNES S, BREMRE RN FXHXR/E
BROEG— NI EEHTIHE. FUE B HEBEEN
PHEEEIANTE TR A D BENIN, H R, SR
MEARE, EERMKRHE, EIE- KT F X AYX
MINZEHE 2 (8] 3 IR T 1. R R B TR B £ 17 X3 1
LI F5H], EREERNARBS &2
ZOFN, FERBEMN EXERFE, 1EX— XA
5370 A0S BVENE - R F X QN [E) B LAY A RTRUM, &
AT T, MFIEE B, 128 PR B X —17)
o MR FE BB E LI N B 7 KA T TR ER
X ISR IAR, BAB LI EERRN T XLET
. (CampbellF1Doshi)

KELUR, FEBSmE N EMERZ, UeE
HES M BAERN A I, MBS HRELFHEEKT
KR MAZEINERATZZHIE WSHASR) #
TBRMRS, TREMWEFRERTL (BB IEE L) .
AL EISFLZHEE, FEMSATRE T 28~
WEER, HEERBEE AR LB HEE, FeMiinE~ L
WK FE S ARFTAA, “REGNSE2025” 1R BT
TSR A EBEe kTSN T, X ERTENE
FERBA ISR BaE MR IR R
EER SHEBITHEZFMER. BANEZKESY
B EEBEERECIRFRIPEN UNETFEES
FETES A RAL (OECD) AR N AT 2P EIRY
BfE, EEXEEBHEEHLR 7 Ha15FERXN “EE
RIEEN AFREBRIF RS AR, BRMELEXR
SNR, FEFIEH N ABRLMNRE S L, F15
RIS, BEBT e RSB ALE, Faxgeiksa
ISR A KB IT B R, ARERNHESENE
KRBT, DN ERTIA Y B m iR, B AT ERZ
—MNMEFARREIMIE EMNHEEENTF, EREES ALK
BIEEm “2 K A AL R A=ME, X X7 “IBE
HEEM, FENEININFE 2EINRERNE B T HEZ M
INELE IR SR, X—Z3E 50 51 E), BEMHH.
FU12020F 12 B R REAEF T RSN BE535 HRVARHE,
E2021FEMNRAMAEBIE: 1) BUBENE, B2
AU [E AR ; 2) BEaR = L B LY 55 B I 51T EE /7. AL,
T MINEH—T BRSSP EHE—F =8, &
Ef AR TEhER R BUR T IZ 5 B S T FX M B AR
(AmelaZs) o

HE R E(EEIHFE) (A World Restored) —Heh
5 “HELERFENNR R Z BB ISR LR R
[, Ak FEE T2, RO FEERX—[h )11
LEFIN” (Kissinger) o X—4EIC R EFIRAENMER19ME L
BIKMBTEEIRY, BESKEFER. EEF WS AKX



164

te Paper on the Business Environment in Chin:

George Floyd’s killing by contending that China
should be held accountable for the pandemic
and accusing the World Health Organization
(WHO) of being Beijing's puppet. The perception
of China as the culprit of the pandemic and
disruptions to global supply chains have led
some US politicians to demand a decoupling
from China. Conspiracy theories about the origins
of the outbreak, which were encouraged by
disinformation and misinformation efforts from
both sides, intensified uncertainty between the
two nations. At the same time, the pandemic has
led to a significant increase in the proportion
of American people with a negative view of
China. An October 2020 Pew Research Center
survey found that 73% of Americans view China
negatively, the highest level since 2005. In China,
the government’s ability to rapidly contain the
virus's spread, in conjunction with the US-China
diplomatic row, has solidified nationalism and
anti-Americanism. Chinese state media outlets
have portrayed the US as a diminishing and
hostile power. Washington's perceived failure in
global health leadership and bullying of Beijing
have convinced even liberal-minded elites in
China that the country should move to reduce the
risks associated with interdependence with the
US. The Chinese public’s views toward the US in
May 2020 were significantly more negative than
they were a year earlier (Huang).

Chinese leaders hope Washington will tone
down conflicts over trade, technology during
Biden presidency. But any shift is likely to be in
style, not substance, as frustration with Beijing
increases across the American political spectrum.
Both Republican and Democratic lawmakers and
their constituents seem disinclined to adopt a
softer approach toward China. In an unequivocal
repudiation of the Trump administration’s “America
First” neo-isolationism, the incoming Biden has
promised to “lead the world, not retreat from it".
Boasting the world’s largest navy and second-
largest economy, China represents the primary
challenge to Biden's hopes to “reassert [America’s]
role in the world”. The success of his foreign policy
will thus largely depend on how he handles the
China challenge. As president, Biden will not only
be aiming to prevent the brewing “New Cold War”
between the US and China from transforming into a
catastrophic global conflict, but also keep the Asian

powerhouse's desire for increased regional and
global influence in check (Mcdonald).

A Biden White House is likely to oversee a
steadier and more coherent China policy than
the Trump administration. A consistent approach
will bring more stability to a delicate and difficult
relationship. But a more stable approach does
not mean a soft one, since there is now a
bipartisan recognition in the US that China is a
strategic competitor. Indeed, while Beijing may
appreciate soon having a more predictable set
of interlocutors, it should not expect them to be
more pliable. US foreign policy is the prerogative
of the president and therefore less constrained
than domestic policy by the legislative branch.
Biden's 20-year road from wary optimism to
condemnation — while still straining for some
cooperation — is emblematic of the arc of US-
China relations, which have deteriorated to an
unstable, potentially explosive state. But as
former president Donald Trump denounces
what he describes as failures by the Washington
establishment on China, Biden, an avatar of
that establishment, is not recanting his past
enthusiasm for engagement. Biden speaks these
days not of transforming China but of restoring
the US, according to his policy statements
and interviews with his aides. They say the US
must regain its role as a leader of liberal values
and economic innovation, and that will give
Washington the standing to rally like-minded
nations to constrain China (Bear).

Creating Allies

China has its work cut out for it. Like any
rising state, China’s first challenge is to reshape
its surroundings and secure deference to its
interests. The way Beijing has pursued these
goals undermines important precepts of the
established regional system. This behavior,
combined with China’s preference for economic
coercion, most recently directed against Australia,
means that many of the order’s organizing
principles are at risk. The second challenge is
more surprising because it comes from the
original architect and longtime sponsor of the
present system—the US. Despite determined
efforts by the Trump administration’s Asia experts
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to mitigate the damage, President Donald Trump
himself strained virtually every element of the
region’s operating system. He pressed allies such
as Japan and South Korea to renegotiate cost-
sharing agreements for US bases and troops
and threatened to withdraw forces entirely if he
was unsatisfied with the new terms. Both moves
undermined alliances the Indo-Pacific needs
to remain balanced. Trump was also generally
absent from regional multilateral processes and
economic negotiations, ceding ground for China
to rewrite rules central to the order’s content
and legitimacy. This combination of Chinese
assertiveness and US ambivalence has left the
region in flux. The contemporary Indo-Pacific
feels like prewar Europe—drifting out of balance,
its order fraying, and with no obvious coalition to
address the problem. If the Biden administration
wants to preserve the regional operating system
that has generated peace and unprecedented
prosperity, it needs to begin by addressing each
of these trends in turn (Campbell and Doshi).

Through market access and other barriers,
China has long managed its interdependence
with the world economy in a highly strategic
and limited manner: selective coupling where
it needed foreign technology or competition—
such as in high-speed rail and the financial sector
respectively—and remaining uncoupled in sectors
reserved for China's, often state-owned, national
champions. For more than 15 years, China's
leaders have also advanced extensive industrial
policies in an attempt to develop self-reliance in
critical technologies and seek dominance in high-
value-added industries. The now infamous China
Manufacturing 2025 (CM2025) initiative, which
aims to substitute global competitors in ten
strategic technologies, was just the most visible
expression of a deeply engrained and extensive
support system that protects China’s rising stars.
It is this blend of China’s conditional coupling,
a vast state-aid apparatus and protectionism
extended to national champions, and Beijing's
new-found self-confidence in its non-convergence
with Organization for Economic Co-operation and
Development (OECD) norms and principles that
is driving the current ‘crisis of interdependence’
with China. The Trump Administration may
have provided the spark, but the powder
keg China had created was bound to ignite

eventually. Things are now at a turning point. A
Biden Administration will likely be less caustic
and create fewer disruptions within the global
economic order. But the massive shift in public
opinion towards China, as well as a growing
bipartisan consensus in Washington to consider
China a strategic competitor on a divergent
trajectory, means things are unlikely to result in
‘globalization renewed’. Unfortunately, China's
response to this ‘crisis of interdependence’
seems to be a redoubling of its drive to build
self-reliance, and European companies in China
report that this drive is different and more radical
than in the past. As the December 2020 Central
Economic Work Conference summaries noted,
China’s top two priorities for 2021 are: 1) to build
scientific and technological strength, with a call
for a “new type of whole-of-nation system”; and
2) developing greater autonomy and control
in industrial supply-chains. Any further market
opening and deeper ‘coupling’ with China will
therefore be conditional upon whether doing so
supports these two goals (Amela et al.).

“The balance of power,” Kissinger writes in
A World Restored, “is the classic expression
of the lesson of history that no order is safe
without physical safeguards against aggression”
(Kissinger). Kissinger observed this dynamic in
nineteenth-century Europe, but it applies equally
well today. Applied to the Indo-Pacific, such a
warning is prescient: China's growing material
power has indeed destabilized the region’s
delicate balance and emboldened Beijing's
territorial adventurism. Left unchecked, Chinese
behavior could end the region’s long peace.

Legitimacy in the Indo-Pacific is not only a
matter of international politics and security. Trade,
technology, and transnational cooperation are also
vital. In the political and security realm, bolstering
the present order’s legitimacy will, at minimum,
require serious US reengagement: an end to
shaking down allies, skipping regional summits,
avoiding economic engagement, and shunning
transnational cooperation. This new posture will
give the US a greater regional role and empower
Indo-Pacific states in the face of China’s growing
clout. In the economic realm, strengthening
the present order means ensuring the system
continues to deliver material benefits for its
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members, even as China grows more sophisticated
in its use of economic carrots and sticks. In
contrast to prewar Europe’s negotiations, which
emphasized borders and political recognition,
those in the Indo-Pacific will inevitably revolve
around supply chains, standards, investment
regimes, and trade agreements. Moreover, as
China provides infrastructure financing through
the Belt and Road Initiative, the US should develop
ways to provide alternative financing and technical
assistance. Negotiating Beijing's role in this
order is the most complex element of the overall
endeavor. Although Indo-Pacific states seek US
help to preserve their autonomy in the face of
China’s rise, they realize it is neither practical nor
profitable to exclude Beijing from Asia's vibrant
future. Nor do the region’s states want to be
forced to “choose” between the two superpowers.
A better solution would be for the US and its
partners to persuade China that there are benefits
to a competitive but peaceful region organized
around a few essential requirements: a place for
Beijing in the regional order; Chinese membership
in the order’s primary institutions; a predictable
commercial environment if the country plays by
the rules; and opportunities to jointly benefit from
collaboration on climate, infrastructure, and the
COVID-19 pandemic. Marginal buy-in from China
has played a central role in the region's success
thus far. It will remain important in the years
ahead (Campbell and Doshi).

Meanwhile, China President Xi Jinping isn't
willing to hit the pause button to provide
President Biden time and space to assemble
his China team, reach out to allies, and frame
his strategy. President Xi certainly won't do
so on trade and investment. Shortly after
the US election in November 2020, 15 Asian
states, including China, signed the Regional
Comprehensive Economic Partnership (RCEP).
The deal, midwifed by China and promoted for
years by Beijing, includes both close Chinese
partners like Cambodia as well as countries
with cold relations with Beijing, like Australia
and Japan. Overall, RCEP will create the most
populous trade area in the world, and it joins
together several of the largest economies in
the world, like China, Japan, and South Korea.
It provides a major signal to investors that the
region is still committed to multilateral trade

integration. In addition, with the US absent from
regional economic integration for the past four
years, after the Trump administration pulled
out of the Trans-Pacific Partnership (TPP) early
in its term, RCEP is a publicity coup for Beijing.
The signing of the RCEP indicates that it may
be more difficult than previously thought for a
Biden Administration to reverse course on four
years of President Donald Trump's “America
First” withdrawal from multilateralism. “The trade
pact more closely ties the economic fortunes of
the signatory countries to that of China and will
over time pull these countries deeper into the
economic and political orbit of China,” says Eswar
Prasad, a professor of economics and trade policy
at Cornell University and the former head of the
International Monetary Fund’s China Division.
Meanwhile, President Xi is also moving rapidly
to gain greater self-sufficiency in developing key
technologies, particularly semiconductors. It's
clear that he regards 2021, the centenary of the
Chinese Communist Party, as perhaps the most
important year since he came to power in 2013.
He regards the decade ahead as decisive (Kempe).

Endgame

Biden and China’s Xi Jinping know their nations
need to find a way to manage their rivalry over
the long-term. If the two leaders are to put the
relationship on a more even keel, though, they
don't have much time. For different reasons, each
of them would surely welcome a pause in the
steady escalation of tensions that has marked
the past few years. Biden faces a daunting list
of domestic priorities — containing a rampaging
pandemic, healing a polarized nation and reviving
the economy. He also believes that to prevail in
any strategic contest with China, the US must first
rebuild its strength at home and forge a strong
coalition of like-minded allies abroad, which will
take time. Xi similarly views the US-China rivalry
as a protracted struggle. And, since Chinese
leaders think the balance of power will gradually
favor China due to its strong economic growth
potential, they'd prefer to de-escalate conflict
with the US for now, when China is in a weaker
position. The way to maintain an equilibrium
in relations, both seem to agree, is to balance
competition and cooperation. Biden and his key



foreign policy advisers hope to collaborate with
China on issues such as climate change, nuclear
non-proliferation and pandemics, even as they
confront Beijing vigorously on national security,
trade and human rights. Meanwhile, Chinese
Foreign Minister Wang Yi has proposed that
the two countries sort their bilateral issues into
three buckets: areas in which they can cooperate,
disagreements that might be solved by dialogue,
and conflicts which they must manage and
control. Any chance Biden and Xi have of
establishing such a modus vivendi, however, is
likely to be fleeting. Given how intertwined the
major issues defining US-China relations are
and how little trust there is between them, a
breakdown is virtually guaranteed if they don't
steady relations quickly. To have any chance, the
US and China first need to set the boundaries of
their competition and build realistic expectations
for cooperation. That'll require both Biden
and Xi to take some political risks. The first
task should be to restore high-level channels
of communication. Diplomatic reengagement
should help in developing a near-term action
plan to restore a basic level of stability to bilateral
relations. Also urgently needed is a restoration
of the cultural exchanges severed in the past
year, which have traditionally provided much-
needed ballast to the relationship. For starters,
China must welcome back American journalists
expelled in 2020 and allow them to report with
fewer restrictions. The US should reciprocate
by removing equivalent restrictions on Chinese
journalists working in the US. For its part,
the Biden administration should undertake a
thorough review of the steps taken in the waning
days of the Trump administration and consider
suspending, modifying or reversing measures
that are of questionable utility and difficult to
implement. Taking such steps would cost each
leader a moderate amount of political capital.
Avoiding them in hopes that the relationship will
stumble along regardless could cost the US and
China far more (Pei).

Biden must lead the US to become a better,
stronger, and more united version of itself
if it is to meet the challenge that China'’s rise
presents. He will have to reach a meeting of
minds about China with more partner nations
— for whom, generally, China offers compelling

value propositions along with the anxieties its
power provokes. And he’'ll want to persuade a
skeptical Beijing that his administration’s China-
focused activities reflect respect, not animosity,
and could be the pathway to an agreeable modus
vivendi. According to Harvard Business School
senior lecturer Andy Zelleke, China and the US
must both recognize that “winning” decisively
isn't possible. Because Beijing has reason to
believe the trajectories of power likely favor it,
not Washington, it's essential that the US first put
the power balance sustainably in its favor — by
revitalizing itself at home, and by coalition with
capable, contributing partners. That said, the US
should be clear throughout that the end game is
one where China — while denied hegemony in
Asia and globally, as a matter of core US policy —
would be peacefully accepted as a superpower.
Could China accept this endgame? It would fall
far short of the ideal. But a glass half full view
would be that this limited containment effort
would make room for China's almost certainly
developing, over time, the world’'s biggest
economy, perhaps by a large margin, along with
very healthy market share in many of the most
technologically advanced industries — though
short of Made in China 2025's aspiration to
dominance. However, Biden will lead a divided US.
His administration will have to work with senators
and representatives from diverse constituencies
and make compromises in order to strike deals
that equip the county to confront the challenges
of the 21st century, including its strategic rivalry
with China. It will be messy and challenging, and
progress will not be linear. But this is not a new
story—it is a very old one. Chinese leaders pride
themselves on taking a long view. The US faces
plenty of foreign and domestic challenges today,
including in its democratic institutions. But in
the long view, its democracy is not a source of
weakness; it is a source of strength (Zelleke).
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1.6 Strategy for a Tech-driven GBA

Highlights

With innovation and technology being
one of the main pillars in Greater Bay Area
development, a recent deep dive by the China
government on the characteristics of the
industry should provide an important glimpse
into the supportive policies to come.

We note that while tangible deliverables
such as the number of enterprises engaging
in R&D and patent applications reported
solid increase in the past five years, a “soft
environment” such as manpower and an
innovative ecosystem is also catching up.

While Shenzhen remains a clear leader in
innovation and technology, the progress of the
other eight cities varied. In terms of the soft
environment, nevertheless, we note that the
Hong Kong's comparative advantages in capital
financing and academic research could provide
a boost for the whole region. Its traditional
industries also present opportunities for catch
up through technology upgrades.

The 14th Five Year Plan blueprint released
in November confirmed technology and
innovation as a top priority in China’s 2021-
2025 development agenda. With Shenzhen
as its engine, the Greater Bay Area strives
to become an “international technology
center” by 2025. As Shenzhen reaches a new
stage of reform, the government will take a
multi-pronged approach to eliminate market
barriers, upgrade digital infrastructure, open
to foreign investors, enable transparent and
effective financing models, and expand its
talent reserve, to keep the area as a national
leader in high-quality development.

1. Adeep dive into innovation and tech
industry in the GBA

The Greater Bay Area (GBA) was picked as a
national champion for innovation and technology
development by the Central Government.
Specifically, the Outline Development Plan (“the
Outline”) for the Guangdong-Hong Kong-Macao
Greater Bay Area (GBA), released in February
2019, stated that the GBA is going to be shaped
into an international technology and innovation
hub that:

1. strengthens fundamental research
[ 2. attracts international talent
3. enhances connectivity between cities

5 4. expands new pillars and existing
|ndustr|es with comparative advantage'

In the one-year anniversary of the Outline, the
region has made steady progress with ambitious
implementation plan laid out, such as Shenzhen'’s
new designation as a national demonstration
area’.

In order to closely monitor the development, the
Guangdong Bureau of Statistics was commissioned
to study the characteristics of the technology sector
in the nine GBA cities in the Mainland in depth’.
In our view, the exercise reflects the dedication
of the regional leaders to pin down the key areas
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in innovation and technology development in
the region. Key observations made in the study,
as such, may be followed up with supportive
measures in the pipeline.

Enterprises demonstrated strong commitments,
with government support

The index showed that the GBA's technology
development is boosted especially by the rapid
increase in the number of enterprises engaging
in R&D and the output of R&D in terms of patents

2. R_obust rowth of the area as a
national champion

Remarkable growth in innovation and
technology development in the region

The Guangdong Bureau used a quantitative
approach to evaluate the innovation and
technology development in the region. Based on
the National Bureau of Statistics’ methodology, it
created the GBA innovation development index
based on six areas on research and development
(R&D): the number of enterprises engaging
in R&D, patent and new product output, R&D
manpower, enterprise capital expenditure on
R&D, investment on technology upgrade, and
an innovative environment. Not surprisingly, the
index showed that the market environment for
innovation development in the nine GBA cities
in the Mainland nearly tripled between 2013 and
2018, suggesting remarkable breakthroughs.

The GBA innovation development index has six categories and 11 components

R&D manpower R&D personnel per 10,000 employed workers

Enterprise capital  R&D expenditure as % of total VA from industrial enterprises above designated size

expenditure on

RE&D
Patent and new MNew product as % of total production by industrial enterprises above designated size
procuct oipt Parent applied per 10,000 inhabitant
Parent granted per 10,000 inhabitants
Number of MNumber of enterprises with designated R&D personnel
enterprises

engaging in R&D Enterprise engaging in R&D as a % of total industrial enterprises above designated size

MNumber of designated high-tech enterprise

Investment on Investment on industrial technology upgrade

technology upgrade

Innovative Local government spending on technology as % of total expenditure
environment

University graduate per 10,000 inhabitants

Source: Guangdong Bureau of Statistics

Significant improvement in innovation development especially in tangible categories

Greater Bay Area Innovation Development Index
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and new products, both of which have more
than tripled. Indeed, Guangdong (mainly the
GBA cities) led the whole country in terms of
international Patent Cooperation Treaty (PCT)
patent applications, with 24,700 or over 40%
of national total in 2019*. Meanwhile, the nine
GBA cities in the Mainland are collectively home
to around 20.5% of China businesses that have
R&D facilities, against an overall share of 13.2%
in 2018.

The GBA is a national leader in patent application

Invention patent application (2018)

200 1
%.ﬂ .|5§/ ‘

o il ' =
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Note: Share of national total in bracket
Source: Wind, Guangdong Bureau of Statistics

It suggested strong enterprise sponsorships that
are in line with favorable policies since the launch
of the National Intellectual Property Strategy in
20085, as well as the ambitious national and regional
targets on patent applications and ownership®.
For example, internet companies in the region are
actively investing through their corporate venture
capital, amid government incentives on patent
application. Also, the government introduced
venture capital (VC) funding promotion policies,
such as co-financing for private VC funds from local
government funds’. As a result, China's VC market
expanded to become the world’s second largest
with strong presence in Shenzhené.

Soft environment such as talent supply lags
behind

Meanwhile, the study also showed that the soft
environment for GBAs innovation and technology

4 www.sipo.gov.cn/zscqgz/1145388.htm

5 www.gov.cn/zwgk/2008-06/10/content 1012269.ht
6 www.sz.gov.cn/zfgb/2017/gb991/content/
post_4999118.html

7 www.rieti.go.jp/jp/publications/pdp/18p012.pd,

8 p/tchbook.g;ojrlrz? /frjre%/a/press—re/gaéis/clf?zina-ge-f

came-second-largest-venture-capital-market-by-total-cap-
tal-invested-in-2018-according-to-pitchbook-report

development continued to lag. Compared to more
tangible achievements above, R&D manpower,
enterprise capital expenditure on R&D, and the
innovative environment have increased albeit at
less pronounced pace. It may suggest room for
further improvement in terms of the availability of
R&D talent, the share of R&D funding as a share of
value-added of industry (VAI), and the share of R&D
funding in local government finances.

It is important to note that the lag comes
from exceedingly strong growth in enterprise
commitment rather than a lack of progress in these
areas. In terms of the share of local government
spending on technology development, the GBA is
a strong national leader with 4 of the top 10 cities
coming from this region. It comes amid a four-fold
increase in spending in the past five years, to close
to RMB90b in 2018 from around RMB20b in 2014.
Corporate R&D spending by industrial enterprises,
meanwhile, also increased to 7.2% of total VAl in
2018 from 5.7% in 2014.

The GBA is also a national leader in fiscal technology
spending
Fiscal spending on technology
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Source: Wind

GBA fiscal tech spending has more than quadrupled in the
past five years
Fiscal spending on technology in GBA

2004 2015 06 017 2018
Source: Wind

Nevertheless, the divergent trends do reveal the
challenge to institutionalize innovation after the
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low hanging fruits are picked. Building upon the
progress of tech enterprises, the process functions a
lot like a coral reef®.It calls for the gradual creation of
an ecosystem by accumulated networks of both new
and veteran talent in the right field. Individuals in
the network should be encouraged to mix together
in productive ways. Over time, ideas emerging in
the network of talent find endogenous support
for development, which could in turn attract more
technical, labor, and capital resources.

Box 1 | The innovative ecosystem in the
GBA

Health care sector in the GBA ecosystem

The evolution of the innovation ecosystem in
the GBA is taking place rapidly. This is the synergy
that comes from the collaboration of diverse
entities that pertains to the creation of new
products and services.

As an example, a multinational pharmaceutical
company has recently invited top market leaders and
experts across industries such as communication
technology giants, health care providers, insurance
companies, property developers and non-
governmental organizations in the GBA to create a
new structure of working together, with an objective
to disrupt the business model of the life sciences
and health care industry.

Digital platform to generate real-time,
multilateral exchange of information

Traditionally, the health care sector takes on a
dispersed network with hospital being the main
connection point with patients. It not only leads to
an imbalance of information between the hospital
and other components within the health care sector,
the isolated data and incompatible documentation
are also prone to human errors and long processing
time.

The proposed new structure starts with seeking
to enable information sharing within the health care

9 hbr.org/2012/12/how-to-create-an-innovation-ec

sector through the agreement with a consortium
of involved parties, with patients’ consent. It is then
combined with big data collected from wearable
technology, online medical consultations, insurance
policies, patient representative organizations, and
other demographic and consumer analytics.

Deliver better patient experience through the
ecosystem

Data sharing allows for more astute examination
that will be useful for: 1) global sourcing and
distribution of medication; 2) improvement in
the quality of traditional and online health care;
3) pharmaceutical research and drug safety
monitoring; 4) research in patient welfare and
consumer behavior; 5) further development in
the Internet of Things (loT) and next-generation
wearable technology; and 6) the basis for more
industry innovation and incubation programs.

Presence of hard environment factors spurs the
ecosystem development

As this example illustrates, an ecosystem would
not be possible without the presence of diverse
entities that are collaborative and interdependent in
the early stage. The creation of “hard environment” -
presence of enterprises engaging in R&D - a natural
first step to create such innovative ecosystem may
be considered. The other factors in the ecosystem,
including manpower, capital, and idea, will only
flourish once the hard environment has taken root.

A digitalized and interconnected health care system

Source: EY
Three innovation leaders in the GBA

By location, Shenzhen and Zhuhai are leaders
among the nine GBA cities in the Mainland with the
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highest readings in the innovation development
index, followed by Dongguan, which showed the
most improvement from being one of the last three
cities in 2013 to one of the leaders. Shenzhen stands
out in having one of the highest scores in enterprise
capital expenditure on R&D, reflecting its massive
private sector in the technology sector. The city
also has strong R&D manpower and an innovative
environment, consistent with its profile as China's
technology hub and the obvious leader in the GBA in
terms of innovation.

Shenzhen'stechnological progressischaracterized
with a strong innovative environment and labor

supply

Innovation Development Index (Shenzhen)
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Zhuhai also has one of the more “tech-ready”
economy with strong R&D manpower and an
innovative environment, but while Shenzhen’s focus
is on electronics and communication equipment, it
is more specialized on the biomedical industry. With
an official target for the size of the industry to reach
RMB80-100b in 2020, Zhuhai's VAI growth has been
one of the leaders in the region in recent years.

Dongguan, meanwhile, has a relatively late start in
innovation and technology development but its 2018
score in patentand new product output was almost as
strong as Shenzhen. The process began in 2012 with
government-led initiatives to upgrade the industrial
sector from its traditional role as a hub for processing
trade. The initiatives included tax concessions, R&D
subsidies, seminars and exhibitions to support
the city’s community of mainly private and smaller
enterprises in technology™.

10 news.southcn.com/gd/content/2020-01/17/con-
tent_190084453.htm

Divergence expanded with Shenzhen, Zhuhai and
Dongguan as leaders

Greater Bay Area Innovation Development Index
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Source: Guangdong Bureau of Statistics

Among the nine mainland cities in the GBA,
however, the study found that the divergence in
industrial development actually widened between
2013 and 2018, with Shenzhen being the obvious
leader. As a whole, the VAI of high-tech industry
amounted to 35.8% of total VAI in 2018, with only
Shenzhen reaching the official target at 50%. The
traditional manufacturing hub of Guangzhou and
Foshan, in particular, have been flagged for needing
more improvement in innovation and technology
development.

Most of the cities in the region still fall short of
meeting the technology growth target

High-tech industry as a percentage of
total industry above designated size
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3. The collaborative roles of Hong
Kong and Macao

As highly specialized economies with little tech-re-
lated industries, Hong Kong and Macao are not in-
cluded in the study, but the study also revealed ways
that the relative strong suits of Hong Kong's economy
could collaborate with the tech-related industrial de-
velopment in the rest of the area, especially in terms
of its soft technology environment.

Industrial VAI accounts for only 2.2 % and 1.1% of
Hong Kong and Macao’s economies respectively

Value-added of industry (VAI)
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According to the Global Scientific And Techno-
logical Innovation Centers Evaluation Report by the
Shanghai Information Center, Hong Kong is in the
15th place compared to Shenzhen's 27th and Guang-
zhou's 46th in 2020 in terms of overall innovativeness.
Although Hong Kong lacks an industrial sector, its po-
sition comes predominantly from the city's compar-
ative advantage in fundamental research, including
the number of academic publication citation, the in-
ternational ranking of its universities, the recognition
of its scientific research, and the quality of its scien-
tific research facilities. The talent generated from the
universities in Hong Kong could feed the demand for
technology talent in the GBA.

Ranking of cities in the Global Scientific And Tech-
nological Innovation Centers Evaluation Report

Beijing 7
Shanghai 12
Hong Kong 15
Shenzhen 27
Guangzhou 46
Taipei 50
Hangzhou 64
MNanjing i
{:hengdu 33
Wuhan 92

Source: Shanghai Information Center

The technology enterprise may also tap into the
financial market in Hong Kong to further expand its
investment on R&D. Specifically, in the Opinion on
Financial Support for the Construction of the Guang-
dong-Hong Kong-Macao Greater Bay Area', which
was released in May 2020, private equity funds in
Hong Kong and Macao are encouraged to participate
in cross-border financing arrangements for innovative
enterprises within the GBA, while qualified innovative
enterprises are encouraged to list in Hong Kong. Insti-
tutional investors in Hong Kong and Macao are also
allowed to participate in private equity investment
funds and venture capital funds in the GBA through
Qualified Foreign Limited Partners (QFLPs).

Box 2 | Artificial intelligence in the real
estate industry

Investment on technology upgradeAnother

key aspect for innovation development is on the
technology upgrade of existing business sectors.
Rather than considering innovation and technology
as a detached concept, they can disrupt existing busi-
ness practices and generate new value through re-
vised paradigms and efficiency improvements. They
can fit right into the core of the decision-making pro-
cess in the traditional sectors.

11 www.pbc.gov.cn/goutongji-
aoliu/113456/113469/4023428/index.html
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Al to optimize budgeting and forecasting

An example is how a Hong Kong based interna-
tional conglomerate with a diversified portfolio of
market leading businesses needs to simplify complex
decisions of their real estate business around how re-
sources should be allocated and how to improve rev-
enue projections.

We created a robust artificial intelligence (Al) and
machine learning (ML) model that takes in as much
data points as possible, from macro factors such as
economic growth projections to micro considerations
such as the positioning of new bus stops. The mod-
el algorithm then crawls through the data to identify
meaningful patterns that help to generate more reli-
able forecasts that can ultimately be translated into
increased profitability.

Understanding the post-pandemic world
The process is particularly useful in a fast-chang-

ing world such as during the COVID-19 outbreak. The

How Al helps budgeting and forecasting

!

Financial impact factors—, @

M can ident fy Factors that directly
.! gl CO5LS and revenues

» Markets and business

segmentation

Customers

Relet and renew

Prices

Marketing and promations, etc.

yrrY yew

Operational
impact factors

Al can analyze impacts on
operational performance
» Historical revenue data
Channels and vendors / commissions
Accounting and finance procedures
Personnel capacity utilization

Talent suitahbility

¥YYIYY

Source: EY

transparency and objectivity of the Al model helps the
strategic decision making of the senior management
at a time of significantly reduced market visibility,
when the demand for staying above the market noise
is strong. It is also able to significantly reduce time and
labor consumption as it produces well-considered
scenarios in budgeting and forecasting based on dif-
ferent criterions in a timely manner. It helps to answer
important questions such as land purchase budgets
and rent adjustments ahead of the market.

Adaptability of the model infrastructure

While investment in technology upgrade can be
done anywhere with the right manpower, its demand
thrives where traditional industries could benefit from
improvements in efficiency. Just as the process is ini-
tially applied in the real estate sector in Hong Kong,
the model infrastructure is expected to apply to other
sectors not only in the rest of the GBA cities but also
the rest of the world, where innovation can help pro-
pel productivity gains.

[ Strategy

!

Al can penerate insights, assisting in strategic
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Finance-refated balanced scorecards and dashboards
Markets' financial status and operational trends
Activity analysis

Business development financial analysis

Cost and utilization of resources

Return on investment
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~— Margin impact factors
.I"f Al can diagnose the impact factors on margin,
increasing forecast accuracy

Cost of goods sold

Investment

Interest expenses

Engineering and building maintenance
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Risk and controls

Al can take risk and control impact factors into
budget calculation

» Internal audit and controls

» Financial / regulatory reporting

» Key performance indicators

» Risk and contingency analysis
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4. GBA as an “international tech-
nology center” in the Five Year Plan

In his speech to commemorate the 40th anniver-
sary of Shenzhen as a Special Economic Zone "2, Pres-
ident Xi Jinping not only recognized the city’s remark-
able progress in economic development over the past
40 years, but also highlighted the role of Shenzhen as
the engine in GBA. Together with Shanghai and the
Yangtze River Delta, Shenzhen and the GBA will be the
focal points of the dual circulation strategy where new
domestic market reforms meet with the external cir-
culation of capital, talent and technology.

The speech was accompanied with a "Comprehen-
sive Reform Pilot Implementation Plan” * that was re-
leased jointly by the Central Committee and the State
Council for Shenzhen. To be achieved in five years, the
plan will lead to nearly 100 revisions in existing laws,
regulations and policies, as it will grant Shenzhen
greater autonomy in key reforms. We believe these
points will have profound implications on the innova-
tive ecosystem development in the region, as the GBA
strives to become an “international technology and
innovation center” by 2025 as part of the 14th Five
Year Plan (14FYP).

Four-pronged approach to deepen Shenzhen's
technology development

Government
Maodern physical
and regulatory

infrastructure

" International
technology
center

Financial market
Optimizing
resources allocation

The workforce
A world-leading
talent pool

12 cpc.people.com.cn/n1/2020/1015/c64094-31892362.
html

13 politics.people.com.cn/gb/n1/2020/1012/c1001-
31887540.html

14 www.xinhuanet.com/poli-

tics/2020-11/03/¢_1126693293.htm

1. Government: Breakthroughs in physi-
cal and regulatory infrastructure

Modern infrastructure enables the development
of technology industry: To achieve this, keen par-
ticipation of the government, entrepreneurs, the fi-
nancial sector and technology talent are all required.
For the government’s part, efforts will not only be
on encouraging patent applications and rewarding
businesses with R&D facilities, but also on providing
modern infrastructure (such as 5G communication
network) for the technology sector and various relat-
ed industries to thrive.

Improvements in legal protection and litigation
regime: The city will become a benchmark city for
market opening with the measures bringing improve-
ments to the legal protection system of intellectual
property, the litigation jurisdiction system of foreign
commercial disputes and the international legal ser-
vice and coordination mechanisms, and the man-
agement of international industry and standards
organizations. The plan also pledged to expand the
bankruptcy reform in Shenzhen to pilot bankruptcy
pre-reorganization systems, simplify business dereg-
istration, and improve the bankruptcy system for nat-
ural persons.

Land reform for more efficient allocation of us-
able land: Shenzhen will be given more flexibility to
manage its land system, in order to provide more land
for its expansion. Specifically, it is entrusted with the
approval on the conversion of agricultural land (ex-
cept for permanent farmland) to construction land,
which was previously handled by the State Council.
Flexible use of the existing land resources will be ex-
plored in the secondary transaction system and the
supervision mechanism will also be improved.

More leeway for local government to pilot its own
reforms: The reform plan also gives more autonomy
to the Shenzhen government, so that it can become
more efficient in facilitating industry development.
In addition to increased accountability and simplified
procedures, Shenzhen is allowed to adopt an incen-
tive system to reward high-performing government
workers, retain central government professionals in
the workforce of the city government, and make full
use of the legislative power of the SEZ to explore fur-
ther market reforms.
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2. Financial market: Facilitating China’s
economic reforms

Leader in RMB internationalization: The measures
will take bold steps to liberalize Shenzhen's capital
market to optimize resources allocation. It includes
a pilot scheme for the integration of domestic and
foreign currencies for cross-border fund pools, the
RMB-denominated offshore bond-issuing mecha-
nisms of the local government, permission for qual-
ified foreign financial institutions to establish secu-
rities companies and fund management companies
in Shenzhen, and support for eligible foreign institu-
tions to obtain payment service business licenses.
Together, these measures will facilitate Shenzhen'’s
leading position in China’s financial market and the
internationalization of the RMB.

Facilitating the development of the Shenzhen
stock market: The establishment a mechanism

to transfer from China'’s “new third board” equity
market to ChiNext will help burgeoning innovative
firms gain access to capital and boost attractiveness
to investors. In addition, companies will be allowed to
issue shares or Chinese Depositary Receipts (CDRs),
which allow Chinese tech companies listing overseas
to also list on mainland China. Introduction of stock
index futures of Shenzhen-listed shares, meanwhile,
will help enrich the financial derivative products in
the market and boost the attraction of the Shenzhen
capital market to both domestic and international
investors.

Fundraising for technology breakthroughs: A
focus in Shenzhen's capital market development

will be to fund China's technology development and
reward the breakthroughs in innovation. According
to the plan, market access for private equity (PE)
funds and venture capital (VC) enterprises will be
improved, with the aim for Shenzhen to become an
international start-up fundraising center. A valuation
system will be implemented to enable trading of in-
tellectual property. A FinTech innovation platform will
be established, and the research, development and
international cooperation with respect to digital RMB
will be encouraged.

3. Private sector: Breakthroughs in industry
development

Deregulation to promote smooth running of the
market: The 14FYP blueprint positioned the private
sector as the incubator of China's technology devel-
opment, and pro-business policies and deregulation
will support smooth running of the market. Further
to the national standard, a list of special measures
for Shenzhen will be formulated to relax market
access in the sectors of energy, telecommunications,
public utilities, transportation, and education and
others. Restrictions on foreign investment in cutting
edge technology will also be relaxed.

Data property right and market trading system:
Formally recognizing data as a tradable commodity
and an important factor of production, the plan also
pledged to explore the possibility of establishing a
data trading market, possibly at one of the existing
trading platforms. It will also support the construc-
tion of a cross-border big data center in the GBA.
Mechanisms relevant to the protection, utilization,
sharing and trading of data property rights will be
established and improved.

4. The workforce: Breakthroughs in the
talent pool

Nurturing homegrown talent: Arguably the biggest
bottleneck in innovation and technology develop-
ment in the GBA is the shortage of talent both in
terms of the share of R&D personnel in the labor
force and the concentration of university graduates.
As part of a national drive in the 14FYP, reforms

will be launched to nurture more top-level talent to
contribute to China's technology development. They
include a talent appraisal system in the academia
that links renumeration to marketability of scientific
research, recruitment of international scholars and
resources, and additional resources to the develop-
ment of “high-level research-oriented” universities.

Internationally competitive recruitment sys-
tem: Meanwhile, Shenzhen will focus on identifying and
recruiting talent from around the world. An internationally
competitive talent recruitment system will be established to
include expedited working and residence permits approval,
favorable policies in investment and entrepreneurship, and
recognition of professional qualifications in finance, tax,
architecture, and planning.



1.7 A Milestone in Legal
Development: China Promulgates a

Civil Code

Introduction

Af thousands of years without a civil
te rcode, China National People’s
Congress (NPC) adopted China's first civil code on
May 28, 2020 with 2879 votes in favor, 2 against,
and 5 abstentions. The Code went into effect on

January 1, 2021.

This first civil code incorporates existing
civil laws, such as those protecting the right to
residence and the right to privacy, along with
regulations in some new areas of law, such
as privacy of personal data online and virtual
property protection.

Various Chinese media including CGTN
have promoted the civil code “as a landmark
achievement of China's efforts to widely promote
the rule of law, at a time when Chinese society
is experiencing a major transformation in its
development. Updating the legislation that the
rule of law relies on is an important step in the
modernization of the national governance system
and improving its capacity to respond to the
country's needs. As one of the most important
laws on the protection of individual rights and
interests, the civil code will give a major boost to
the level of social fairness and justice in China.”

Our legal legend and leading Chinese law
expert, Dr. David Buxbaum and his team at the
law firm of Anderson and Anderson, LLP have
conducted analysis of this new civil code which are
presented in the following pages. Dr. Buxbaum
has been practicing law in China for the past 48
years and his contributions to the advancement of
the legal system in China have been enormous.

A. Introduction

From the Qin dynasty to the Qing dynasty, a
period of about 2000 years, China was governed by
traditional Chinese law, a system that influenced
law in Japan, Korea and Vietnam, the longest
successful legal system in history, which came to
an end with the Xinhai Revolution of 1911. Even
before the Revolution, the Qing government began
a program of modernizing traditional Chinese law
and various persons, such as the outstanding legal
scholar, Shen Jiaben, were instrumental in bringing
about change in traditional law. During the
Republican period, until 1st October 1949, many
new laws were drafted and some implemented.
However, on 1st October 1949, China abolished
all previous laws and regulations and commenced
development of a new legal system. This new
system, based in large part on Soviet law,
progressed until 1957, developing draft legislation,
legal journals such as Zhengfa Yanjiu (Study of
Politics and Law) and enacting the Marriage Law
of 1950 and a reasonable Constitution in 1954.
However, these developments came to a dramatic
end in the late fifties during the Anti-Rightist
Movement and the Great Leap Forward, which was
a great leap backwards for legal development. Not
until 1976 with the end of the Cultural Revolution
and indeed more properly until 1978, did the legal
institutions begin to recover. Prior thereto, except
for regulations for State Owned Enterprises (“SOE"),
the only publicly promulgated laws were the
Marriage Law of 1950, the Counter-Revolutionary
Regulations and a poor quality Constitution.
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While China had codes of law from the time
of Qin dynasty, 221 BCE, until 1911 CE, but this
was not a civil code.” Yet modern China did not
consider any of the traditional legal practices when
developing a civil code, despite the outstanding
success of the traditional legal system. In
essence, China adapted a contemporary version
of the Roman Civil Code, as modified by specific
characteristics of contemporary Chinese law. The
concept of a civil code originates from ancient
Roman law, where the Emperor Justinian enacted
the Corpus Juris Civilis, on or about 529 CE, which
included the Institutes, Digest, Codex and Novels.
The Corpus Juris Civilis essentially deals with
private law about persons, things and actions. The
Institutes particularly influenced the categories of
modern legal thought in Europe. For example in
France, in 1803-4 by enactment of the Code Civil.
As the Institutes started book one, part three with
the laws regarding persons, so the Civil Code of
China, book one, chapter two commences with
the law about persons. The Civil Code of Mongolia,
similar to European codes, chapter three refers to
citizens and chapter four about juristic persons.

1. Statutory Law

While many developing states, such as
Mongolia in 2002, adapted a comprehensive
civil code, based on borrowing large part of
other nation’s code, China proceeded in its own
way by enacting piecemeal legislation, while
working on a civil code, which went through many

2 For a very long time, foreigners thought that China did
not have civil law and civil litigation during the traditional
period. In fact, there was substantial civil law and civil liti-
gation in China during the traditional period. See David C.
Buxbaum, Some Aspects of Civil Procedure and Practice at
the Trial Level in Tanshui and Hsinchu from 1789 to 1895,
Volume XXX Journal of Asian Studies, p. 255 (1971). This
article analyzes a Qing dynasty magistrate’s archive and
found that about one third of the cases handled by this
magistrate were civil proceedings. This article has been
called a seminal article and has been reprinted in China.
Additionally, because of certain punishments adminis-
tered by the traditional courts, such as the cangue, foreign
persons assume that traditional Chinese law was cruel
and unsophisticated. Thanks to the outstanding scholar-
ship of Professor Dai Yanhui of Taiwan University; and
most importantly the work of Professor Zhang Jinfan of
Zhengfa University and his many students, we now know
the traditional Chinese legal system was among the most
sophisticated and clearly the most enduring legal system
in world history.

unsuccessful drafts. For example, in 1979, the
third time a civil code was considered, China had
just commenced a historical era of reform and
opening, therefore, the promulgation of the Civil
Code was delayed for emphasis on other matters.
China thus decided to enact separate statutes
for civil law matters, then gradually accumulate,
summarize and improve these statutes, and finally
formulate a Civil Code.” Therefore, China enacted
the amended Marriage Law of 1980, Succession
Law of 1985, General Principles of the Civil Law of
1986, Guarantee Law of 1995, Contract Law of 1999,
Law of Property Rights of 2007 and the Tort Liability
Law of 2009. In March 2015, the Legislative Affairs
Commission of the Standing Committee of the
National People’'s Congress officially launched
the compilation of a Civil Code. Over five years,
after ten Standing Committee meetings and two
national congresses, the Civil Code was finally
completed. On 28th May 2020, the Third Session
of the 13th National People’s Congress adopted
the Civil Code of the People’s Republic of China, as
a specific manifestation of the civil rights granted
by the Constitution of the People’s Republic of China.
For example, the Constitution, Article 13 provides,
the lawful private property of citizens may not be
encroached upon; the state protects by law the
right of citizens to own private property and the
right to inherit private property. The Constitution
Article 49 also provides, marriage, the family and
mother and child are protected by the state.

China’s Civil Code largely organizes existing
civil laws, rather than creating entirely new civil
law, although new civil law is promulgated in
the Civil Code. There are also provisions for new
situations. There are excellent additions to civil
law, such as the section on personality rights,
which properly organizes and enhances the
rights of persons to their names and images, to
be free from harassment and defamation and in
another section to acquire property. Prior to the
publication of the Civil Code, there existed 32 civil
and commercial laws in force in China, but 9 of
them, including the Marriage Law, the Succession
Law, the General Principles of the Civil Law, the

3 Mao Zedong, On Practice, 1937. This treatise by Mao
Zedong is very influential in Chinese government proceed-
ings. For example, the Code of Civil Procedure in modern
China was used by the courts even before it was promul-
gated and based on that experience, revised and then
promulgated.
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Adoption Law, the Guarantee Law, the Contract Law,
the Law of Property Rights, the Tort Liability Law and
the General Provisions of the Civil Law, have been
incorporated into the Civil Code. Therefore, these
nine laws will cease to be in effect when the Civil
Code takes effect. The other 23 laws will remain
effective, with the Civil Code.

2. Judicial Interpretations

China, as a country with a civil law system,
depends largely on codified law. Nevertheless,
aside from the laws and regulations of the
national legislative organs, the judicial authorities
issue judicial interpretations and explanation
of the law* and specify leading cases®. The
actions of the judicial institution, particularly
the Supreme People’s Court’s, is binding on the
courts just as if it was legislation from the National
People's Congress. Therefore, China has a mixed
system of codes and statutes; together with
judicial interpretations and leading cases, which
comprehensively encompass the law in China.

a. Problems of Harmonizing Codes, Statutes
and Judicial Interpretations

Recently, Xi Jinping, China's Chairman, required
that relevant civil judicial interpretations be
promptly improved to be consistent with the Civil

4 The Right of Judicial Interpretation of the Supreme Peo-
ple’s Court can be dated back to the Article 33 of the Law
on the Organization of the People's Courts published on
5th July 1979, which provided that “the Supreme People's
Court gives interpretation on questions concerning specific
application of laws and decrees in judicial proceedings.”
Later, the Resolution of the Standing Committee of the
National People's Congress Providing an Improved Inter-
pretation of the Law (passed on 10th June 1981). Article 2
reads, “Interpretation of questions involving the specific
application of laws and decrees in court trials shall be
provided by the Supreme People's Court. Interpretation
of questions involving the specific application of laws and
decrees in the procuratorial work of the procuratorates
shall be provided by the Supreme People's Procuratorate.
If the interpretations provided by the Supreme People's
Court and the Supreme People's Procuratorate have
discrepancies in principle, they shall be submitted to the
Standing Committee of the National People's Congress for
interpretation or decision.”

5 The Law on the Organization of the People's Courts
(amended on 26th October 2018), Article 18 provides

that “The Supreme People’s Court may provide interpre-
tations on specific application of law related to trials. The
Supreme People’s Court may issue leading cases.” This
provision defines the leading cases.

Code the relevant laws and be unified with the
standards for application of civil law.® Therefore,
the Supreme People’'s Court has launched a
comprehensive “cleaning-up” of the 591 judicial
interpretations in force and 139 guidance cases
and public cases, and promoted the formulation
of new judicial interpretations, which will ensure
the unified and correct implementation of the
Civil Code.

The Supreme People’'s Court provided basic
principles for “cleaning up” judicial interpretations:
“First, the interpretations that shall be revoked
will be subject to a revocation list to be published
upon the review of the Judicial Committee
of the Supreme People's Court. Second, the
interpretations that require simple revision will
be submitted to the Judicial Committee of the
Supreme People's Court, and after review of
the Judicial Committee of the Supreme People's
Court, they will be published and implemented
as of 1st January 2021. There are mainly two
types of revisions: (1) revisions on quoted legal
names, article numbers, specific characters; and
(2) revisions on expressions of certain articles,
or removal of certain articles. Third, for the
interpretations that require material modifications,
not only their names will be changed, but also
their articles will undergo massive modifications,
or they will be incorporated in several judicial
interpretations under the same category, such
as the judicial interpretations of the Property
Law, Contract Law, Guarantee Law and Marriage
Law. These judicial interpretations shall be put in
the agenda of revision after the “cleaning up” is
complete, and will be revised on schedule. Fourth,
the interpretations that shall remain, namely
those that do not conflict with the Civil Code,
will continue to be effective and applicable. For
example, the Interpretation of the Supreme People’s
Court on Issues of Application of the Contract Law (1),
Article 28, provides that “where a party requests
the people’s court to increase liquidated damages
pursuant to the Contract Law, Article 114(2), the
increased liquidated damages shall not exceed the
amount of actual losses. If a party makes another
request to the other party for compensation
for losses after liquidated damages have been
increased, the people’s court will not sustain
this second request.” The Civil Code, Article 585,

6 Speech on 20th collective study session of the 19th CPC
Central Committee's Political Bureau on 29th May 2020
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