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China Macro Group (CMG) ςa European management consulting firm specialized on China

Profile Value proposition ςkey management issues Our approach

Research values ςoriginal,       
fact-based and calibrated

Fourlenses: business, 
economy, public policy and 
geopolitics / geoeconomics

On-the-ground presence and 
broad Chinese expert network 

Cross-cultural team and 
interdisciplinary

Å CMG is an agile, diverse and 
partnership-led boutique 
consulting firm specialized in 
strategy and management 
issues relating to China

Å CMG serves European MNCs, 
SMEs, the public sector as 
well as financial investors

Å Lǘ ŦƻŎǳǎŜǎ ƻƴ /ƘƛƴŀΩǎ policy, 
market, related geopolitical 
and geoeconomic factors

Å CMG operates with offices in 
Zurich, Munich and Beijing

Strategic initiatives / decisions

Å Partnerships, investments, M&Aor negotiations

BoD/ ExCobriefings

Å Strategic business context, market, geopolitics

China strategy

Å Reviews, development, scenarios, de-risking

HQ-subsidiary interaction

Å Facilitation, alignment, trainings, monitoring

Decision-aiding intelligence

Å Market / competition / policy and benchmarking
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Taiwan supply chain review

Localization strategy

Taiwan crisis sanction mapping

Strategic benchmarking

Disruptive events mapping

Policy-based product 
portfolio  review

Risk factors-to-business model

/ƘƛƴŀΩǎ going-out connectivity

Geopolitics and the BoD? (4/5) ςselect examples of BoDinitiated projects of CMG

3rd country risk resilience analysis

3



CMG PrimersΥ /aDΩǎ ƛƴ-depth analyses of key political and economic events and topics related to China

Understanding process and key 
ƻǳǘŎƻƳŜǎ ƻŦ /ƘƛƴŀΩǎ 20th Party 
Congress

¦ƴŘŜǊǎǘŀƴŘƛƴƎ ǘƘŜ άTaiwan issueέ 
ςcontext, influencing factors and 
outlook

Chinese government remodeled at 
the Two Sessions 2023ςpolicy, 
people and structure

Understanding supply chain 
distortions of critical minerals
powering the green energy transition

EU-China relations ςfrom economic 
ƛƴǘŜƎǊŀǘƛƻƴ ǘƻ 9¦Ωǎ ǎǘǊŀǘŜƎƛŎ 
ŀǳǘƻƴƻƳȅ ŀƴŘ ΨŘŜ-ǊƛǎƪƛƴƎΩ

Understanding process and 
influencing factors of Taiwan's 
2024 presidential election

Two Sessions 2024 ςStrengthening 
proactive and better coordinated 
economic policy

China's risk management ς
Ψ/ƻƻǊŘƛƴŀǘŜ ŘŜǾŜƭƻǇƳŜƴǘ ŀƴŘ 
ǎŜŎǳǊƛǘȅΩ

New EUCCC-CMG report άRiskful
thinking ςnavigating the politics of 
ŜŎƻƴƻƳƛŎ ǎŜŎǳǊƛǘȅέ

Understanding process and key 
outcomes of the 20th Central 
Committee Third Plenum
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Webinar series: ά{ǘŀȅƛƴƎ ƛƴ ŘƛŀƭƻƎǳŜ ǿƛǘƘ /ƘƛƴŀέΣ нлнп ŜŘƛǘƛƻƴ
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WEF Horizon Scan example:Corporate strategy-making in China, six building blocks

https://intelligence.weforum.org/topics/a1G680000008h3zEAA 6



Agenda

1

2

wŜŎŀǇΥ /ƘƛƴŀΩǎ ǇƻƭƛǘƛŎŀƭ ŀƴŘ ŜŎƻƴƻƳƛŎ ǎȅǎǘŜƳмлΩ

China after the 20th Party Congress ςeconomy, politics and reforms нрΩ
Å /ƘƛƴŀΩǎ άǎǘǊŀǘŜƎƛŎ ǎƘƛŦǘέ ǿƛǘƘ ǘƘŜ мпth FYP (2021-2025)
Å ά¢ƘƛǊŘ tƭŜƴǳƳέ όWǳƭȅ нлнпύ ŀƴŘ ƪŜȅ ŜŎƻƴƻƳƛŎ ǊŜŦƻǊƳ ǇǊƛƻǊƛǘƛŜǎ
Å Post-Covid economic performance

{ŜƭŜŎǘ ƎŜƻǇƻƭƛǘƛŎŀƭ ŦŀŎǘƻǊǎΥ ά¢ŀƛǿŀƴ ƛǎǎǳŜέ ŀƴŘ {ǿƛǘȊŜǊƭŀƴŘΩǎ /Ƙƛƴŀ ǎǘǊŀǘŜƎȅмлΩ

Discussion / Q&A
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IdeologyΥ ǘƘŜ όƴŜǿύ //t Ŏƻƴǎǘƛǘǳǘƛƻƴ ǎƘƻǿǎ //tΩǎ ǎŜƭŦ-understanding, socialist mission and communist vision

General program:
ά¢ƘŜ /ƻƳƳǳƴƛǎǘ tŀǊǘȅ ƻŦ /Ƙƛƴŀ ƛǎ the vanguard of the Chinese working class, the Chinese people, and the Chinese nation. It is the 
leadership core for the causeof socialism with Chinese characteristics ŀƴŘ ǊŜǇǊŜǎŜƴǘǎ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘŀƭ ŘŜƳŀƴŘǎ ƻŦ /ƘƛƴŀΩǎ 
ŀŘǾŀƴŎŜŘ ǇǊƻŘǳŎǘƛǾŜ ŦƻǊŎŜǎΣ ǘƘŜ ƻǊƛŜƴǘŀǘƛƻƴ ŦƻǊ /ƘƛƴŀΩǎ ŀŘǾŀƴŎŜŘ ŎǳƭǘǳǊŜΣ ŀƴŘ ǘƘŜ ŦǳƴŘŀƳŜƴǘŀƭ ƛƴǘŜǊŜǎǘǎ ƻŦ ǘƘŜ ƎǊŜŀǘŜǎǘ Ǉƻǎǎƛble
ƳŀƧƻǊƛǘȅ ƻŦ ǘƘŜ /ƘƛƴŜǎŜ ǇŜƻǇƭŜΦ ¢ƘŜ tŀǊǘȅΩǎ highest ideal and ultimate goal is the realization of communismΦέ

ά!ƭƭ tŀǊǘȅ ƳŜƳōŜǊǎ Ƴǳǎǘ ώΧϐ ǎǘǊƛǾŜ ǘƻ ŦǳƭŦƛƭƭ ǘƘŜ three historic tasks ƻŦ ŀŘǾŀƴŎƛƴƎ ƳƻŘŜǊƴƛȊŀǘƛƻƴΣ ŀŎƘƛŜǾƛƴƎ /ƘƛƴŀΩǎ ǊŜǳƴƛŦƛŎŀǘƛƻƴΣ ŀƴŘ 
safeguarding world peace and promoting common development, achieve the two centenary goals, and realize the Chinese Dream of 
ƴŀǘƛƻƴŀƭ ǊŜƧǳǾŜƴŀǘƛƻƴΦέ

ά¢ƘŜ /ƻƳƳǳƴƛǎǘ tŀǊǘȅ ƻŦ /Ƙƛƴŀ ǳǎŜǎ aŀǊȄƛǎƳ-Leninism, Mao Zedong Thought, Deng Xiaoping Theory, the Theory of Three Represents, 
the Scientific Outlook on Development, and Xi Jinping Thought on Socialism with Chinese Characteristics for a New Eraas its guides 
to action.έ

Source: http://www.xinhuanet.com/english/download/Constitution_of_the_Communist_Party_of_China.pdf 9



¢ƘŜ άǇŀǊǘȅ-ǎǘŀǘŜέ: Governance under the leadership of the vanguard CCP

CCP Constitution
(2017)

άLeadership of the CCP is the most essential attribute of socialism with Chinese characteristics, and the 
greatest strength of this system. The Party exercises overall leadership over all areas of endeavor in every part 
ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΦέ

PRC Constitution
(Art. 1, before and after 
amendment in 2018)

Added

10Source: http://www.npc.gov.cn/zgrdw/englishnpc/Constitution/node_2825.htm



Å Social Work Department
Å Political/Legal Commission
Å General office
Å Propaganda Department
Å Liaison Department
Å United FrontDepartment
Å Organization Department

Other organizations under CC

Politburo (24)+ 
Standing Committee (7)

Central Committee 
(«CC») (205 members)

Central Commission for Discipline Inspection (CCDI / 133)

State Council 
(Inner Cabinet: 1 Premier, 

4 Vice-Premiers, 5 State Councilors)

President 
of PRC

Outer Cabinetς26 ministry-level 
bodies ( ), e.g., 
NDRC, PBOC, MCA, MOFCOM, MEE

1 ministry-level special agency( ): 
SASAC

Central Institution Coordination Institutions for decision-making 
(w/o regular offices) ( )

Å Central Party School
ÅtǳōƭƛŎŀǘƛƻƴǎ όŜΦƎΦ tŜƻǇƭŜΩǎ 5ŀƛƭȅύ
ÅΧ

Institutions Supervised by CC 

Å ACFTU
Å CAST

Party / CCP State

National Party Congress 
(ca. 2300 delegates)

bŀǘƛƻƴŀƭ tŜƻǇƭŜΩǎ /ƻƴƎǊŜǎǎ
(ca. 3000 delegates)

+ Standing Committee (175 delegates)

Coordination Bodies(e.g., LSG Poverty Reduction)

//tΩǎ ƻǊƎŀƴǎ coveringspecific industries/areas

Central Military Commission

Å ACFIC
Å ACJA

ÅΧ

Legend: Newly set up after the 2023 NPC

In total, ca. 35 institutions:
Å Central Financial Commission
Å Central Science and Technology Commission
Å Central Financial and Economic Affairs Commission
Å Central Cyberspace Affairs Commission
Å HK and MAC Work Leading Group (regular office set up after the 2023 NPC)
Å Central Foreign Affairs Commission
Å Comprehensively Deepening Reforms Commission
Å Central TW Leading Group
Å Central Institution Organization Commission
Å Propaganda Work Leading Group
Å Central Education Work Leading Group
Å Central Rule of Law Commission
Å Χ

Central organs of the CCP

Å Central Financial Work Commission
Å Central MAC Work Commission
Å Institutional Work Commission

China's Supreme People's Procuratorate

The Supreme People's Court

/ƘƛƴŜǎŜ tŜƻǇƭŜΩǎ tƻƭƛǘƛŎŀƭ /ƻƴǎǳƭǘŀǘƛǾŜ /ƻƴŦŜǊŜƴŎŜ (CPPCC/ ), where 8 democratic parties, non-partisan 
ŘŜƳƻŎǊŀǘǎΣ ǇŜƻǇƭŜΩǎ ƎǊƻǳǇǎΣ ŜǘƘƴƛŎ ǊŜǇǎΣ ¢²κIYκa!/ ǊŜǇǎ ŀƴŘ ƻǾŜǊǎŜŀǎ /ƘƛƴŜǎŜ ǇǊƻǾƛŘŜ suggestionsto CCP ςca. 2200 members

Å Central HK Work Commission

ά/ƻƻǊŘƛƴŀǘƛƻƴ ƛƴǎǘƛǘǳǘƛƻƴǎέ 
encompass different types 

such as Leading Small Groups 
(LSG) or Commissions, key role 
is to provide strategic policy 

directions and coordination to 
guide state bureaucracy

Serve both as Party organ and state organ

7 ministry-level organizations(
e.g. NFRA, SAMR

Directly under 
State Council

6 ministry-level institutions ( ) e.g. 
CAS, CASS

17  sub-ministry-level institutions under 
ministry-level agencies ( ) e.g. National 

Energy Administration under NDRC

7 sub-ministry-level organizatione.g. NBS

1 sub-ministry-level institution : China 
Meteorological Administration
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¢ƘŜ άǇŀǊǘȅ-ǎǘŀǘŜέ: high-ƭŜǾŜƭ ǎȅƴƻǇǘƛŎ ǾƛŜǿ ƻŦ /ƘƛƴŀΩǎ ǇŀǊǘȅ-state system ςafter the 2023 NPC

22 provinces, 5 autonomous regions and 4 direct-
administered municipality

aƛƴƛǎǘǊƛŜǎΩ ƭƻŎŀƭ ŘŜǇŀǊǘƳŜƴǘǎ ŀƴŘ ōǳǊŜŀǳǎ Ŏŀƴ ōŜ ǾŜǊǘƛŎŀƭƭȅ 
managed by ministries ( ) or co-managed with local 
governments ( )  



/ƘƛƴŀΩǎ ŜŎƻƴƻƳƛŎ ǎȅǎǘŜƳ: two key constitutional norms as conceptual basis ςwith FIEs treated separately
Constitution as amended on 11th March 2018

Article 7The state sector of the economy, that is, the sector of the socialist economy 
under ownership by the whole people, shall be the leading force in the economy. The state 
shall ensure the consolidation and development of the state sector of the economy.

Article 11Non-public economic sectors that are within the scope prescribed by law, such 
as individually owned and private businesses, are an important component of the socialist 
market economy.

The state shallprotect the lawful rights and interests of non-public economic sectors such 
as individually owned and private businesses. The state shall encourage, support and 
guide the development of non-public economic sectors and exercise oversight and 
regulation over non-public economic sectors in accordance with law.

Article 18¢ƘŜ tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ ƻŦ /Ƙƛƴŀ permitsforeign enterprises and other economic 
organizations or individuals to investin China and to enter into various forms of economic 
cooperation with Chinese enterprises or other economic organizations in accordance with 
ǘƘŜ ǇǊƻǾƛǎƛƻƴǎ ƻŦ ǘƘŜ ƭŀǿǎ ƻŦ ǘƘŜ tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ ƻŦ /ƘƛƴŀΦ 

All foreign enterprises, other foreign economic organizations as well as Chinese-foreign 
Ƨƻƛƴǘ ǾŜƴǘǳǊŜǎ ǿƛǘƘƛƴ /ƘƛƴŜǎŜ ǘŜǊǊƛǘƻǊȅ Ƴǳǎǘ ŀōƛŘŜ ōȅ ǘƘŜ ƭŀǿǎ ƻŦ ǘƘŜ tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ ƻŦ 
/ƘƛƴŀΦ ¢ƘŜƛǊ ƭŀǿŦǳƭ ǊƛƎƘǘǎ ŀƴŘ ƛƴǘŜǊŜǎǘǎ ŀǊŜ ǇǊƻǘŜŎǘŜŘ ōȅ ǘƘŜ ƭŀǿǎ ƻŦ ǘƘŜ tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ 
of China.
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/ƘƛƴŀΨǎ hybrid economy boasts ~80% private companies, but SOEs generate ~1/4 of GDP

Χ ōǳǘ ǎǘŀǘŜ ŘƛǊŜŎǘƭȅ ŎƻƴǘǊƻƭǎ 
1/4 of GDP

Contribution to GDP (2017)
Centrally controlled SOEs
Å 97 national-level SOEs, administered by SASAC
Å Natural monopolies and industries of strategic 

significance (e.g. networks, heavy industry, 
petrochemical, aviation, grain supply, telco, 
military, financial system)

Sub-national level SOEs
Å hǾŜǊ нплΩллл ŎƻƳǇŀƴƛŜǎ ǘƘŀǘ ƘŀǾŜ ǳƴŘŜǊƎƻƴŜ 

substantial SOE reform but remain important for 
ǘƘŜ ƭƻŎŀƭ ŀƴŘ ƴŀǘƛƻƴŀƭ ŜŎƻƴƻƳȅΣ ƻŦǘŜƴ ƛƴ άǇƛƭƭŀǊέ 
industries

Privately-owned enterprises (POEs)
Å Rapid increase in privately-owned medium-sized, 

small and micro companies to 15.27m by late 
2018 (+167% compared to 2013)

Foreign invested enterprises (FIEs)
Å нннΩллл ŦƻǊŜƛƎƴ ƛƴǾŜǎǘŜŘ ŜƴǘŜǊǇǊƛǎŜǎΣ ǊŜƎǳƭŀǘŜŘ 

under the Foreign Investment Law (FIL)
Source: World Bank, 4th National Economic Census by National Bureau of Statistics in 2019, gov.cn

23,1%

60,0%

9,7%

7,2%

2017

SOEs

POEs

FIEs

Small-scale farmers

100%

Mixed-ownership enterprises (MOEs)
Å Around 2.5m MOEs, with private ownership 

stakes in SOEs to boost market orientation and 
increase efficiency

Most companies today are 
ǇǊƛǾŀǘŜƭȅ ƻǿƴŜŘΧ

Registered companies (2019)

1,3%

16,0%

81,4%

1,2%

2019

97 Central SOEs

~240k Sub-national SOEs

~ 2.5m MOEs

POEs

FIEs

100%

Company types and examples

99.8% of businesses are SMEs (1.3% medium, 13.2% small, 85.4% micro), providing 80% of non-government jobs 13
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Key factors influencing 14thC¸t ŘǊŀŦǘƛƴƎ ŀƴŘ ƭŜǎǎƻƴǎ ŦǊƻƳ /ƻǾƛŘ ǇŀƴŘŜƳƛŎ ǇǊŜǇŀǊŜ ƎǊƻǳƴŘ ŦƻǊ άǎǘǊŀǘŜƎƛŎ ǎƘƛŦǘέ
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/ƘƛƴŀΩǎ мпǘƘ CƛǾŜ-Year-Plan is seen as of historic importanceand Ψstrategic shiftΩ ōȅ //t

Source: http://m.cnwest.com/tianxia/a/2020/10/25/19215890.html 16

ά¢ƘŜ ŎƻǊŜ ƻŦ ǘƘŜ [14th Five-year] plan is to realize the biggest strategic
shift since the Third Plenary Session of the 11th Central Committee [in 
1978] and the establishment of a market economy system. [...] 

Now Chinaclearly wants to promote the transformation of the economy 
from high-speed growth to high-quality development in accordance with 
the new development concept. 

At the same time, the entire economic layout is a new development 
pattern with internal circulation as the main body and internal and 
external circulation reinforcing each other.. This pattern is formulated 
based on the major changes unseen in a century and the needs of the 
ƎǊŜŀǘ ǊŜƧǳǾŜƴŀǘƛƻƴ ƻŦ ǘƘŜ /ƘƛƴŜǎŜ ƴŀǘƛƻƴΦέ

ά ( ) ɹ
[...] ɺ

ɹ ɺέ

LI Junru
Former Vice-President of the Central Party School, in 
an interview with /Ƙƛƴŀ bŜǿǎ {ŜǊǾƛŎŜΩǎ ά/Ƙƛƴŀ ŦƻŎǳǎ 
ŦŀŎŜ ǘƻ ŦŀŎŜέ ό) on 26th October 2020

http://m.cnwest.com/tianxia/a/2020/10/25/19215890.html


Innovation

Industrial

Dual 
Circulation

Digital 
economy

Rural revitalization

Urbanization

Spatial planning 
and regional 
development

Culture

Green 
development

Modernization 
goals

Opening up

Security

Military

Governance 
capacity

One country, 
two systems

Implementation
Education, health 

and aging

Employment, 
public services, 
social security

Economic policy Social policy Security/governance FYP goals/governance

14th Five-Year-Plan: deviating from prior trajectories ςshaped by geopolitics, pandemic and 1st centennial goal

Socialist market 
economy
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14th FYP: Dual Circulation at the core of 14thC¸tΩǎ ΨǎǘǊŀǘŜƎƛŎ ǎƘƛŦǘΩ ςwith six strategic policy pillars

18

Ultimate 
goal

How to 
pursue 
High-

Quality-
Developm

ent

Build China into a modernisedsocialist country and realiserejuvenation of Chinese nation

Pursue High-Quality-5ŜǾŜƭƻǇƳŜƴǘ ǿƛǘƘ ǘƘŜ άƴŜǿ ŘŜǾŜƭƻǇƳŜƴǘ ǇŀǘǘŜǊƴέ

Domestic economic cycle plays a leading role 

Cultivate 
comprehensive 

domestic demand

Build modernised
industrial system

Coordinate regional 
and urban-rural 
development

-

tǳǊǎǳŜ άŎƻƳƳƻƴ 
ǇǊƻǎǇŜǊƛǘȅέ

Coordinate 
development and 

security

Pursue high-
level opening -

up

International economic 
cycle as extensions & 

supplement 

1

2

3

4

5 6

«Dual Circulation»

How to 
reach the 

goal

Chinese policy view: Dual Circulation



Key policy goals

ÅTransition to innovation-based economy
ÅClimb industrial value chain
ÅDigitalization and decarbonization

Political economy viewΥ /ƘƛƴŀΩǎ ǇǳǊǎǳƛǘ of ΨƘƛƎƘ ǉǳŀƭƛǘȅ ŘŜǾŜƭƻǇƳŜƴǘΩ ǘŀƪƛƴƎ ǇƭŀŎŜ ŀƳƛŘ с ǎǘǊǳŎǘǳǊŀƭ ǘǊŀƴǎƛǘƛƻƴǎ

Market-oriented reforms and 
market governance

Social rebalancing

Economic security / 
άŘŜ-ǊƛǎƪƛƴƎέ

Key issues Key policies

ÅService sector contribution to GDP low
ÅManufacturing struggling at mid-end 

products, low industrial value-added

ÅMade-in-China 2025
ÅOpinions on High-quality Development 

of Service Industry 2019
Å14th FYP 2021 Ch. 8, 10.

Å Institutional transition, factor 
ƭƛōŜǊŀƭƛȊŀǘƛƻƴΣ {h9 ǊŜŦƻǊƳ ŀƴŘ ά{{{wέ

ÅSocialist market governance incl. anti-
ƳƻƴƻǇƻƭȅΣ κ ΨǎƻŎƛŀƭ ŎǊŜŘƛǘΩ

ÅLow TFP
ÅLower efficiency of state capital
ÅMonopolies and overcapacity
Åά5ƛǎƻǊŘŜǊƭȅ ŜȄǇŀƴǎƛƻƴ ƻŦ ŎŀǇƛǘŀƭέ

ÅBuilding Market-Oriented System for 
Allocation of Factors 2020

Å14th FYP 2021 Ch. 19-22.

ÅEquality and poverty reduction
ÅSocial fairness and protection
ÅBalanced regional development

Å Inequality: top 1% holds 30% of wealth
ÅVulnerability of social groups (e.g.youth)

Å14th FYP 2021 Ch. 23-32. 

Åά/ƻƻǊŘƛƴŀǘŜ ŘŜǾŜƭƻǇƳŜƴǘ ŀƴŘ ǎŜŎǳǊƛǘȅέÅ Import dependencies and perceived 
supply chain risks

Å/ƘƛƴŀΩǎ ǿŜŀƪŜǊ ƎŜƻŜŎƻƴƻƳƛŎ ǇƻǿŜǊ

Å14th FYP 2021 Ch. 41-42, 52-53

Key structural transitions

Economic globalization

Å Integration into global flow of goods, 
services, capital, talent and ideas

ÅContinued opening-up

ÅComparatively weak trade of service
ÅComparatively low outbound FDI stock
ÅGeopolitics and decoupling policies

Å14th FYP 2021 Ch. 40
ÅOpinion on Increasing Efforts to Attract 

Foreign Investment 2023

ά5ƻƳŜǎǘƛŎ ŘŜƳŀƴŘ ǎȅǎǘŜƳέ

ÅConsumption-boosting policies
ÅRebalancing of public investments
ÅBusiness environment policy

ÅLow consumption share to GDP
ÅDemographic shift to aging population
Å Imperfect social security system

Å14th FYP 2021 Ch. 12-14.
ÅStrategic Plan for Fully Expanding 

Domestic Demand 2022

Economic transition and 
industrial upgrading

Longer-term transitions Trade-off / rebalancing processes

Deep-dive

19China moved from linear economic development model of reform and opening upunder Deng to dealing with strategic trade-offs

Deep-dive chosen due to higher attention among FIEs



EUCCC-/aD ǊŜǇƻǊǘ άRiskfulThinking ςNavigating the Politics of Economic Securityέ
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Deep-dive

Download
report here



Development( )

Åά.ŀǎƛŎ ǇŀǊǘȅ ƭƛƴŜέ (1978/13th PC, Deng)

Åά{ŎƛŜƴǘƛŦƛŎ hǳǘƭƻƻƪ ƻƴ 5ŜǾŜƭƻǇƳŜƴǘέ (2003, Hu)

ÅάIƛƎƘ-Quality-5ŜǾŜƭƻǇƳŜƴǘέ (2017, Xi)

ά{ŜŎǳǊƛǘȅ ƛǎ 
prerequisiteof 
ŘŜǾŜƭƻǇƳŜƴǘέ

ά5ŜǾŜƭƻǇƳŜƴǘ ƛǎ 
guaranteefor 
ǎŜŎǳǊƛǘȅέ 

Risks ( )

Security( )

ÅSingle security concepts

ÅάIƻƭƛǎǘƛŎ ǾƛŜǿ ƻŦ ƴŀǘƛƻƴŀƭ ǎŜŎǳǊƛǘȅέ (19th PC)

Åά/ƻƻǊŘƛƴŀǘŜ ŘŜǾŜƭƻǇƳŜƴǘ ϧ ǎŜŎǳǊƛǘȅέ (14FYP)

Security policy: development and security dialectically linked ςheightened risk perception affecting both

21

Deep-dive



Key/core tech 
breakthroughs

( / )

Securing external 
supply

Sectoral 
governance 

(bio/cyber)

Retaliatory 
capacity

aŀƴŀƎŜŘ άǊƛǎƪέ

Scope

Risk-management 
approach

Impacts on 
European business

/ƘƛƴŀΩǎ ǘŜŎƘ 
bottlenecks

Import 
dependencies

Weaponisation
or abuse of 

sensitive tech

Inability to 
retaliate and 

deter

Tech
Resources 

(energy, food, 
critical minerals)

Tech
Foreign influence and 

pressure

Accelerated 
indigenous 
catching-up

Import 
diversification
and going out

Market governance Legal deterrence 
toolbox

2 3 5 6

Self-reliance
( / )

Import 
dependencies

Critical industrial 
inputs

Supply chain 
security via 
ΨƻƴǎƘƻǊƛƴƎΩ

1

/ƘƛƴŀΩǎ άŘŜ-ǊƛǎƪƛƴƎέΥ с ƪŜȅ ƳŜŀǎǳǊŜ ǘȅǇŜǎ ƻōǎŜǊǾŜŘ ŀǎ ǇŀǊǘ ƻŦ /ƘƛƴŀΩǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǇƻƭƛŎȅ ǘƻŘŀȅ

Ψ¢ǊǳƳǇ ŎŀǊŘǎΩ

Western 
tech decoupling

(defensively)

Tech
(mature vs. emerging 

strategic tech)

Retain/create foreign 
dependencies 

on China

4

Based on extensive research on public information

Substitution of 
foreign tech by 
Chinese tech

Diversification 
need by Chinese 

customers

Higher compliance 
cost in using 
sensitive tech

Higher exposure to 
geopolitical risks

Incentivized 
ƭƻŎŀƭƛȊŀǘƛƻƴ ƻŦ CL9ǎΩ 

supply chain

Potential 
dependency on 

select Chinese tech

22

Key measures

Å Supply ecosystem 
pilots (cf. example)

Å ΨIƛŘŘŜƴ ŎƘŀƳǇƛƻƴǎΩ 
(cf. example)

Å Storage capacity

Å ΨbŜǿ ǎȅǎǘŜƳ ŦƻǊ 
mobilizing resources 
ƴŀǘƛƻƴǿƛŘŜΩΣ e.g. 
special R&D projects 
or R&D value-chain 
coordination

Å International supply 
chain cooperation, 
e.g. via the BRI

Å SOE-led FDI for e.g. 
critical minerals

Å Trade policy

Å Mature: new energy, 
HSR, communication / 
electrical equipment

Å Emerging: quantum, 
AI and gene tech

Å Regulating data and 
esp. cross-border 
data transfer

Å Restricting FIEs in 
some sensitive areas

Å Export Control Law
Å Anti-Foreign Sanctions 

Law
Å Foreign Relations Law
Å Anti-Espionage Law

Deep-dive



MIIT buildingΨǎǳǇǇƭȅ-ŎƘŀƛƴ ŜŎƻǎȅǎǘŜƳΩ ƛƴ мн ƛƴŘǳǎǘǊƛŀƭ ŎƛǘƛŜǎLocal policy implementation: Nantong

Å Explicit policy goal of enhancing supply-chain stability

Å Each pilot city building a government-led collaborative network

Å Goal is to concentrate suppliers and finished good manufacturers 
within a shorter geographical distance

Ψ{ŜƭŦ-ǊŜƭƛŀƴŎŜΩ ŜȄŀƳǇƭŜΥ /ƘƛƴŀΩǎ ōǳƛƭŘƛƴƎ ǎƘƻǊǘŜǊ ǎǳǇǇƭȅ ŎƘŀƛƴǎ ŀǊƻǳƴŘ ƛƴŘǳǎǘǊƛŀƭ ŎƛǘƛŜǎ ǘƻ ŜƴƘŀƴŎŜ ǎǘŀōƛƭƛǘȅ

[ƛǎǘ ƻŦ мн Ǉƛƭƻǘ ŎƛǘƛŜǎ ōǳƛƭŘƛƴƎ άƛƴŘǳǎǘǊƛŀƭκǎǳǇǇƭȅ-chain 
ecosystem ( ύέΣ aLL¢Σ {ŜǇ нлнн

Nantong government positions ship-making and marine 
engineering as industrial pillar of Nantong

Å Specialized government working groupsset-up, coordinating 
collaboration among enterprises along ship-making supply chain

Å Coordinated by government, key firms like CM Industry (SOE) 
and Kawasaki Heavy Industry (FIE in JV), together with hundreds 
of suppliers, form a supply-chain alliancefor ship-making and 
marine equipment manufacturing

Source: aLL¢Σ tŜƻǇƭŜΩǎ 5ŀƛƭȅΣ bŀƴǘƻƴƎ bŜǿǎ wŜƭŜŀǎŜΣ bŀƴǘƻƴƎ DƻǾŜǊƴƳŜƴǘ

1

23

BackupDeep-dive



Policy implementation / measure type: άǎǳǇǇƭȅ ŎƘŀƛƴ 
ŜŎƻǎȅǎǘŜƳ Ǉƛƭƻǘ ǇǊƻƎǊŀƳέ(31st Oct. 2022)

Exemplary measures

ɹ ɹ ɹ ɹ
ɹ ɹ

14 118

άForming an ecological development pattern of collaborative and 
symbiotic cooperation among leading enterprises, supporting 
enterprises, higher education institutions, research institutes, 
third-party platforms, financial institutions, etcέ

άDeeply implement a dual chain "chain leader system" with 14 
local officials as the "chain leaders" and 118 leading 
ŜƴǘŜǊǇǊƛǎŜǎ ŀǎ ǘƘŜ ϦŎƘŀƛƴ ƭŜŀŘŜǊǎάέ

άFirst batch nationwide! Guangzhou has been selected as a pilot 
city for the construction of a national industrial and supply chain 
ecosystemέ

1
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Backup

Ψ{ŜƭŦ-ǊŜƭƛŀƴŎŜΩ ŜȄŀƳǇƭŜ: Guangzhou Municipality as one of 12 pilot cities to build shorter supply chains
Deep-dive



In the pyramidal system, SME certificates last three years

Manufacturing champions ( )

Å Experience and market position:Ҍмл ȅŜŀǊǎΨ 
experience in manufacturing sector, market 
share of single-product among top 3 globally

Å Economic performance:avg. annual revenue 
400 M RMB

Å Innovation: high-level R&D institution and 
core IPR

Å Preference is given to previous holders of 
ά[ƛǘǘƭŜ Dƛŀƴǘǎέ ŎŜǊǘƛŦƛŎŀǘŜ

1

Little giants ( )

Å Experience and market position:SME status 
(<1000 employees/annual revenue <400 M 
RMB), >3 yrsexperience in a specific market, 

products are in key manufacturing industries*
Å Economic performance:leading products 

>10% domestic market share, 5% growth last 2 
years; asset liability ratio <70%

Å Innovation: high R&D intensity, possess IPR

2

Specialized SMEs ( )

Å Experience and market position: >2 
years engagement in a niche market

Å Economic performance:income >10 M 
RMB, or if <10 M RMB, new equity >20 M 
RMB in past 2 years

Å Innovation: R&D investment >1 M RMB
Å Relevant score in certain evaluation 

indicators:e.g. relevant sector, R&D 
intensity, possess IPR

3

Innovative SMEs ( )

Å Reach relevant score in evaluation 
indicators:1) Number of IPRs of leading 
product (1 or more Class IP IPR) 2) >5% 
ratio of R&D expenses cf. total revenue 
3) > 15% growth rate of main business 
income 4) <15% asset-liability ratio 5) 
tǊƻŘǳŎǘ ōŜƭƻƴƎǎ ǘƻ άǎǘǊŀǘŜƎƛŎέ ǎŜŎǘƻǊǎ 

e.g. IT, high-end equipment 
manufacturing, NEVs

4

Key industries include, among the others, R&D information systems, core manufacturing components, key software, 

Target achieved

Target achieved

1

2

3

4

1
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Backup

Ψ{ŜƭŦ-ǊŜƭƛŀƴŎŜΩ ŜȄŀƳǇƭŜΥ /ƘƛƴŀΩǎ {a9 policy system aims to fill critical supply chain gaps

άaŀƴǳŦŀŎǘǳǊƛƴƎ /ƘŀƳǇƛƻƴǎάΣ ά[ƛǘǘƭŜ Dƛŀƴǘǎέ ŀƴŘ ά{ǇŜŎƛŀƭƛȊŜŘ {a9ǎέ ǇƻƭƛŎȅ ǇǊƻƎǊŀƳǎ ŀƭƭ ǿƛǘƘ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ŦǳƴŎǘƛƻƴ

Deep-dive



Sector viewΥ /ƘƛƴŀΩǎ ƛƴŘǳǎǘǊƛŀƭ ŀƳōƛǘƛƻƴǎ ǾǎΦ ƴŀǘƛƻƴŀƭ ǎŜŎǳǊƛǘȅ ŎƻƴŎŜǊƴǎ ŀŎǊƻǎǎ пм {ŜŎǘƻǊ Five-Year-Plans

26

Based on extensive bottom-upDeep-dive



Å Indigenous innovation
ÅhǾŜǊŎƻƳŜ άōƻǘǘƭŜƴŜŎƪ ǘŜŎƘƴƻƭƻƎƛŜǎέ
ÅLeadership in emerging tech

Tech leadership

Coercive logic

Geoeconomic 
structures and 

influence

ÅThird-market connectivity / access (via BRI)
ÅAsia-Pacific economic integration (RCEP)

Industrial 
competitiveness

ÅBuild a modern industrial system
ÅIƻƭŘ άŎƻƳƳŀƴŘƛƴƎ ƘŜƛƎƘǘǎέ όƛƴ D±/ǎύ

Åά¢ǊǳƳǇ ŎŀǊŘǎέ (defensively)

ÅMaintain strong industrial base
ÅControl of strategic sectors

ÅFoundationalǘŜŎƘƴƻƭƻƎƛŜǎ όάƳŀƛƴǘŀƛƴ ŀǎ 
ƭŀǊƎŜ ƻŦ ŀ ƭŜŀŘ ŀǎ ǇƻǎǎƛōƭŜέύ

ÅCompetitive edgein strategic technologies

Å5ŜƴȅƛƴƎ /Ƙƛƴŀ ǘŜŎƘ ŀŎŎŜǎǎ κ άŘŜ-ŎƻǳǇƭƛƴƎέ

Åά¢ŜŎƘƴƻ-industrial base with like-ƳƛƴŘŜŘέ
ÅUSD dominance
Å Indo-Pacific (e.g. IPEF)

Industrial-leadership + self-reliance Pre-empt China + global (order) leadershipKey features

ÅMaintain strong and sovereign industrial base

ÅMaintain and grow technological edge
ÅLead the twin transitions

Ån/a

ÅάaŀƪŜ ǳǎŜ ƻŦ ƻǳǊ ƳŀǎǎƛǾŜ ŜŎƻƴƻƳƛŎ ŀǎǎŜǘǎ ƛƴ 
ŀ ƳǳŎƘ ƳƻǊŜ ǎǘǊŀǘŜƎƛŎ ǿŀȅέ

Diversify trade + (open) strategic autonomy

27

Supply chain 
security

Å{ǘǊŜƴƎǘƘŜƴ άǎŜƭŦ-ǊŜƭƛŀƴŎŜέ
Å9ƴǎǳǊŜ άǎŜƭŦ-ŎƛǊŎǳƭŀǘƛƻƴέ ƛƴ ŜȄǘǊŜƳŜ ŎŀǎŜ
ÅOne alternative source for important goods

ÅResilient supply chains ÅResilient supply chains
ÅAddress critical dependencies

Key IR concept(s)
Åάhǳǘ-competing our rivals to shape the 
ƛƴǘŜǊƴŀǘƛƻƴŀƭ ƻǊŘŜǊέ

ÅDemocracies against autocracies

Economic 
security

Åά/ƻƻǊŘƛƴŀǘŜ ŘŜǾŜƭƻǇƳŜƴǘ ŀƴŘ ǎŜŎǳǊƛǘȅέÅNational security / national security strategy Åά5Ŝ-ǊƛǎƪƛƴƎέ κ ŜŎƻƴƻƳƛŎ ǎŜŎǳǊƛǘȅ ǎǘǊŀǘŜƎȅ ό9{{ύ

Åά[ŜŀŘ ǘƘŜ ǊŜŦƻǊƳ ƻŦ Ǝƭƻōŀƭ ƎƻǾŜǊƴŀƴŎŜέ ÅStrategic autonomy

Cf. EUCCC-/aD ǊŜǇƻǊǘ άRiskful¢ƘƛƴƪƛƴƎέ

ά5Ŝ-ǊƛǎƪƛƴƎέ: all trade blocs adopt security-driven policies, China with strongest focus on supply chain security



Add-on: 20th Party Congress with policy continuity ςƪŜȅ ŎƘŀƴƎŜǎ ǎǘǊŜƴƎǘƘŜƴ /ƘƛƴŀΩǎ ǇƻƭƛǘƛŎŀƭ άǎŜƭŦ-ǊŜŦŜǊŜƴŎŜέ

28

6 key changes of political report vs. 14th FYP identified

«Chinese-style modernization»
(

«Whole process democracy»
( )

Party-building ςre-ƛƴƧŜŎǘƛƴƎ άǇǳǊǇƻǎŜέ
( ɹ )

/ǳƭǘǳǊŀƭ ŎƻƴŦƛŘŜƴŎŜ ŀƴŘ άǎŜƭŦ-ǊŜƭƛŀƴŎŜέ 
( )

¦ǎƛƴƎ άŦƻǊŎŜέ ŀǎ ƭŀǎǘ ǊŜǎƻǊǘ
( )

Economic realism

Xi presents the political report on 16th Oct. 2022

«The present world is undergoing changes 
unseen in a century»

( )



Deep-diveΥ Ψ/ƘƛƴŜǎŜ ǎǘȅƭŜ ƳƻŘŜǊƴƛȊŀǘƛƻƴΩ ό) ŀǎ ƴŜǿ ƻǾŜǊŀǊŎƘƛƴƎ ǘƘŜƻǊȅ ŦƻǊ /ƘƛƴŀΩǎ ŘŜǾŜƭƻǇƳŜƴǘ
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Source: Political report to the 20th National Congress, October 16, 2022

«From this day 
forward, the central 

taskof the Communist 
Party of China will be 
to lead the Chinese 
people of all ethnic 

groups in a concerted 
effort to realize the 

Second Centenary Goal 
of building China into 

a great modern 
socialist country in all 

respects and to 
advance the 

rejuvenation of the 
Chinese nation on all 

fronts through a 
Chinese path to 
modernization»

CommentbŜǿ άŎŜƴǘǊŀƭ ǘŀǎƪέΧΧ ƻŦŦƛŎƛŀƭ ƪŜȅ ŜƭŜƳŜƴǘǎ ƻŦ ǘƘŜ /ƘƛƴŜǎŜ ǇŀǘƘ ǘƻ ƳƻŘŜǊƴƛȊŀǘƛƻƴ

Å This is key innovationcoming 
out of the Political Report

Å This theory combines various 
disjointed policy priorities
under a new overarching policy 
«program» (e.g. common 
prosperity, high-quality 
development)

Å Indicates that China will 
continue on its distinctly own 
path to modernization

Å China sees its approach as 
applicable to third-countries 
that are seeking alternatives to 
Western development models

Å LƴǘŜƴŘǎ ǘƻ ōƻƭǎǘŜǊ /ƘƛƴŀΩǎ soft 
power esp. via better explaining 
Ƙƻǿ /ƘƛƴŀΩǎ ŘŜǾŜƭƻǇƳŜƴǘ 
relates to its specific 
circumstances and premises

Large population as  
condition

Common prosperity

Material and 
cultural-ethical 
advancement

Harmony between 
humanity and nature

Peaceful 
development

Å«Unparalleled difficulty and complexity» with a 
population of 1.4 billion people

ÅRequires «unique methods» to development

ÅAchieve «social fairness and justice, prosperity to all»

Å«Prevent polarization»

Å«Material want is not socialism, nor is cultural 
impoverishment»

Å«Develop advanced socialist culture, foster strong 
ideals and convictions, carrying forward /ƘƛƴŀΩǎ cultural 
heritage»

ÅCommitment to sustainable development, resource 
conservation, environmental protection

Å«China will not tread old path of war, colonization, and 
plunder taken by some countries»

Å«Peace, development, cooperation, and win-win»

Model for humanity
Åά/ƘƛƴŜǎŜ ƳƻŘŜǊƴƛȊŀǘƛƻƴ offers humanity a new choice 
ŦƻǊ ŀŎƘƛŜǾƛƴƎ ƳƻŘŜǊƴƛȊŀǘƛƻƴέ

Socialist ideology
ÅάSocialist modernizationέ ǳƴŘŜǊ ǘƘŜ άleadership of the 

Communist Party of Chinaέ

Backup

With this new theory, the party formalizes its (conceptual) emancipation from Western developmental models and concepts



Agenda

1

2

wŜŎŀǇΥ /ƘƛƴŀΩǎ ǇƻƭƛǘƛŎŀƭ ŀƴŘ ŜŎƻƴƻƳƛŎ ǎȅǎǘŜƳмлΩ

China after the 20th Party Congress ςeconomy, politics and reforms нрΩ
Å /ƘƛƴŀΩǎ άǎǘǊŀǘŜƎƛŎ ǎƘƛŦǘέ ǿƛǘƘ ǘƘŜ мпth FYP (2021-2025)
Å ά¢ƘƛǊŘ tƭŜƴǳƳέ όWǳƭȅ нлнпύ ŀƴŘ ƪŜȅ ŜŎƻƴƻƳƛŎ ǊŜŦƻǊƳ ǇǊƛƻǊƛǘƛŜǎ
Å Post-Covid economic performance

{ŜƭŜŎǘ ƎŜƻǇƻƭƛǘƛŎŀƭ ŦŀŎǘƻǊǎΥ ά¢ŀƛǿŀƴ ƛǎǎǳŜέ ŀƴŘ {ǿƛǘȊŜǊƭŀƴŘΩǎ /Ƙƛƴŀ ǎǘǊŀǘŜƎȅмлΩ

Discussion / Q&A

30

3



Key events of 4-Řŀȅǎ ƭŀǎǘƛƴƎ Ψ¢ƘƛǊŘ tƭŜƴǳƳΩ ςfollowed by press conference and Politburo meeting

Xi Jinping, followed by Li Qiang, 
Zhao Leji, Wang Huning, etc. 

entered the Opening Ceremony

199 CC members, 165 CC alternate 
members, and around 140 other 

party members attended the Plenum 

Xi Jinping made a speech on άǘƘŜ 
ŜȄǇƭŀƴŀǘƛƻƴέ ( ) of the draft of 

άthe resolutionέ ό)

!ǘǘŜƴŘŜŜǎ ƻŦ Ψ¢ƘƛǊŘ tƭŜƴǳƳΩ formally 
passed ǘƘŜ Ŧƛƴŀƭ ǾŜǊǎƛƻƴ ƻŦ άǘƘŜ 
ǊŜǎƻƭǳǘƛƻƴέ ό) by raising hands

Press Conference of CC post-Ω¢ƘƛǊŘ 
tƭŜƴǳƳΩ ƻƴ Wǳƭȅ мфth by six minister-

level policy makers

Attendees were divided into 10 
groupsǘƻ ŘƛǎŎǳǎǎ άǘƘŜ ǊŜǎƻƭǳǘƛƻƴέΣ 
give their opinions and suggestions

Note: CC: Central Committee

Politburo meeting on July 30th to 
plan 2nd half year 2024 economic 

activitiesΣ ƎǳƛŘŜŘ ōȅ Ψ¢ƘƛǊŘ tƭŜƴǳƳΩ

Vote to accept vƛƴ DŀƴƎΩǎ ǊŜǎƛƎƴŀǘƛƻƴΣ 
confirm to expel 3 PLA generals Li 
Shangfu, Li Yuchao, Sun Jinming

Based on CCTV and government reports
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Formal analysis:Ψ¢ƘƛǊŘ tƭŜƴǳƳΩ ŘƻǳōƭŜǎ ǳǎŜ ƻŦ ΨƳŜŎƘŀƴƛǎƳǎκǇǊƻŎŜŘǳǊŜǎΩ ǎƘƻǿƛƴƎ ŦƻŎǳǎ ƻƴ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ
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Fundamental system / rule ( ) 1

ÅBroadest governance term used in Chinese policymaking, 
focusing on abstract rules, principles and systems

E.g. Socialist System ( )

Organization / functional framework ( ) 2

ÅRefers to organizations or functional frameworks that operate 
ǿƛǘƘƛƴκǳƴŘŜǊ ŀ ΨŦǳƴŘŀƳŜƴǘŀƭ ǎȅǎǘŜƳΩ ƻǊ ΨǊǳƭŜΩ
E.g. Socialist Market Economy System ( )

Mechanism / procedure ( ) 3

ÅMost granular governance level, focusing on functioning and 
effectiveness of organizations / functional frameworks

E.g. Data Cross-border Flow Mechanism ( )
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88

115

187

81

242

Fundamental system Organization / framework Mechanism / procedure

+2%

-8%

+110%

18th CC Third Plenum 20th CC Third Plenum

Chinese reforms address three governance levels

18th CC Third Plenum vs. 20th CC Third Plenum

Keyword frequency analysis of key Chinese governance terms

Å Governance concept of ΨsystemΩ ό) used inconsistently: 
sometimes narrowly and functionally (e.g., , 
POE Credit Evaluation System) and sometimes more abstractly as a set 
of mechanisms / procedures (e.g., , National 
Governance System)

Å Thus, this governance concept is not considered in this analysis

Based on keyword analysis

IƻǿŜǾŜǊΣ ǘƘŜ άŘŜŎƛǎƛƻƴέ-ǘŜȄǘΩǎ όǘƻǘŀƭ ƻŦ сло ǎŜƴǘŜƴŎŜǎύ ǇƻƭƛŎȅ ǎǳōǎǘŀƴŎŜ ŀǊŜ Ƴƻǎǘƭȅ ΨǊŜŦƻǊƳ ƳŜŀǎǳǊŜǎΩ όᵠᶗ ), estimated to be >300



Policy analysisΥ ŎƻƳǇŀǊŜŘ ǘƻ bt/ нлнпΣ ол ŜƴǘƛǊŜƭȅ ƴŜǿ ΨǊŜŦƻǊƳ ƳŜŀǎǳǊŜǎΩ ƛƴ ŜƛƎƘǘ ǊŜŦƻǊƳ ŀǊŜŀǎ ƛŘŜƴǘƛŦƛŜŘ
Based on bottom-up analysis

Socialist market
economy 

Ψ¢ƘƛǊŘ tƭŜƴǳƳΩ ŀŘŘǊŜǎǎŜǎ ƪŜȅ ǊŜŦƻǊƳ ŀǊŜŀǎ ǿƛǘƘ ǎŜƭŜŎǘ ŜƴǘƛǊŜƭȅ ƴŜǿ ǊŜŦƻǊƳ ƳŜŀǎǳǊŜǎ τas compared to NPC 2024

Innovation policy

Industrial policy

Macro-economic 
governance

Opening-up

Urban-rural development 
and social security

Media governance

Coordinate development 
and security

Å Improve equal treatment between state-owned and private economy, esp. regarding access to factors of 
production, market access and legal protection

ÅDefined more SOE responsibilities in innovation, industrial upgrading and national security

ÅExpanding innovative talent supply, e.g. via promoting international knowledge exchange
ÅEffective policy coordination ςvertically between central and local governments
ÅEnsuring financing of innovation, e.g. via foreign VC/PEs

ÅRefined industrial upgrading blueprint: upgradetraditional industries (via standards), cultivate strategic emerging 
industries (via policy system), and build early leading position in future industries (via fundraising mechanism)

ÅSystemic policy design and effective policy coordination ςhorizontally among ministries
Å Improve financial capability and granting more financial autonomy for local governments  

ÅProactive alignment ( ) with global economic standards
ÅUnilateral opening-up to least developed economies
Åά{ȅǎǘŜƳƛŎ ǘǊŀŘŜ ǇƻƭƛŎȅ ƳŀƪƛƴƎ όύέ

ÅFurther equal treatment to rural immigrants, esp. for access to public service based on long-term residency

ÅMeasures to restore population growth, e.g. birth-giving subsidy and public childcare service

ÅMore effective governance on all-media channels and (esp. online) public opinion

Å9ƴǎǳǊƛƴƎ /ƘƛƴŀΩǎ ǎŜŎǳǊƛǘȅ ƛƴǘŜǊŜǎǘΣ Ƴŀƛƴƭȅτsupply-chain resilience, technological self-reliance, risk-responding 
mechanism for trade activities

ÅSpecial focus on holistically coordinating supply chain of strategic minerals
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Deep-dive 1Υ ƛƴ ǇǳǊǎǳƛǘ ƻŦ /ƘƛƴŀΩǎ ƎƻŀƭǎΣ Ψ¢ƘƛǊŘ tƭŜƴǳƳΩ Ǿƻǿǎ ǘƻ ǘǊŜŀǘ ŘƛŦŦŜǊŜƴǘ ƻǿƴŜǊǎƘƛǇ ŦƻǊƳǎ ƳƻǊŜ Ŝǉǳŀƭƭȅ

Third Plenum reform priorities acrossthree types of market entities

Access to factors 
of production

Market access

Legal protection

Governance

Function

CMG assessment

State-owned enterprises Privately-owned enterprises Foreign-owned enterprises

Ån/a ÅEasier financing for POEs, 
e.g. lower borrowing cost

ÅEnsure national treatment 
for FIEs regarding access to 
factors of production

ÅPromote market-oriented 
reforms in competitive 
segments of sectors, e.g. in 
energy, railway, telecom 
and public utilities

ÅRemove market access 
barriers for POEs to e.g. 
infrastructure construction 
and other types of large 
public projects

ÅShorten FDI negative list
ÅRemove FDI restrictions in 

manufacturing sector
ÅGradually open market of 
ŦƛƴŀƴŎŜΣ ǘŜƭŎƻΣ ƘŜŀƭǘƘŎŀǊŜΧ

Ån/a ÅPrivate Economy 
Promotion Law

ÅSupervisionon fee over-
charging and overdue/late  
payments to POEs (by SOEs)

ÅBuild a market-oriented, 
rule-based, international 
business environment

ÅEnsure legal rights and 
interests of FIEs in China

ÅMore effective evaluation of 
SOE performance incl. how 
SOEs contribute to national 
strategic goals

ÅPOE credit evaluation
ÅGuide POEs to improve 

self-governance, enhance 
compliance and risk control

Ån/a

ÅDirect state-owned capital 
to sectors of public interest, 
e.g. security and public 
service, plus to strategic 
emerging industries

ÅAllow POEs to lead major 
national S&T projects

ÅOpen public research 
resources and facilities to 
POEs 

ÅSupport FIE in cooperation 
along the supply chain

34

Policies organized as reform framework

ÅThe 2024 reform plan symbolically 
gives up the long-lasting άƳŀƛƴ ōƻŘȅ 
Ǉƻǎƛǘƛƻƴέ ( ) of the public 
economy, which is a political signal 
that China wants to further raise the 
position of the private sectorand 
increase reliance of GDP growth on 
private economy 

ÅEqual treatment of all types of 
market entitiesstressed broadly 
regarding access to factors of 
production, fair competition, and 
legal protection; more measures to 
improve overall business 
environment can be expected

ÅBy making equal treatment, China 
wants to take advantage of different 
market entitiesand promote 
synergies among them; SOEs, POEs 
and FIEsshall all be included in a 
unified framework to support 
/ƘƛƴŀΩǎ ƻǾŜǊŀǊŎƘƛƴƎ ƴŀǘƛƻƴŀƭ 
interests, most importantly in areas 
of technological breakthroughs, 
industrial upgrading and supply-
chain resilience

Turn to pragmatism: China seeks more synergies among different market entities to better serve its strategic goals, esp. innovation

Red = new measure



ÅNew-quality productive forces
ÅSSSR, climb industrial value chain
ÅDigitalization and decarbonization
ÅGrowth of service sector

ÅCoordinated regional development
ÅNew urbanization and rural rejuvenation
Åά/ƻƳƳƻƴ tǊƻǎǇŜǊƛǘȅέ
ÅNew development model of real estate

Calibration: 2024 presents the broadest reform package to date, dealing with all six structural transitions

Market-oriented reforms and 
market governance

'Domestic demand system'

Economic security

Structural transitions

Economic globalization

Social rebalancing

Economic transition and 
industrial upgrading

16th CC Third Plenum (2003) 18th CC Third Plenum (2013) 20th CC Third Plenum (2024)

ÅEnterprise-centered innovation system
ÅTalent pool

ÅN/A

ÅN/A

Longer-term transitions Trade-off / rebalancing processes

ÅProperty rights
Å{h9 ǊŜŦƻǊƳ ŜǎǇΦ άƳƛȄŜŘ ƻǿƴŜǊǎƘƛǇέ
ÅάaƻŘŜǊƴ ƳŀǊƪŜǘ ǎȅǎǘŜƳέ

Å Innovation incentives, IP protection
ÅGov support to S&T development

ÅRelaxing FDI restrictions
ÅFree-trade zones
ÅExpanding in-land opening-up

ÅN/A

ÅTransfer payment
ÅUrban-rural integration
ÅWell-structured income distribution

35²ŜŀƪŜǎǘ ǇǊƻƎǊŜǎǎ ƻōǎŜǊǾŜŘ ŦƻǊ ΨŘƻƳŜǎǘƛŎ ŘŜƳŀƴŘ ǎȅǎǘŜƳΩ ƭƛƪŜƭȅ ŘǳŜ ǘƻ ƎŜƻŜŎƻƴƻƳƛŎ ŦƻŎǳǎ ƻƴ ƛƴŘǳǎǘǊƛŀƭ ǳǇƎǊŀŘƛƴƎκǎŜŎǳǊƛǘȅ ǎƛƴŎŜ14FYP

ÅCoordinate development and security
ÅTechnological self-reliance
ÅSupply-chain resilience

ÅPOE market access, property rights
ÅSOE reform, open monopolistic sectors
ÅUnified market, market of factors
ÅEconomic legal framework

ÅHigh-level socialist market economy: 
more equal public vs private economy, 
unified market, factor liberalization, 
improved governance, anti-monopoly

ÅHigh-level opening-up 
ÅAlignment w/ global economic standards
Å Improve business environment for FIEs
ÅEngage in global economic governanceCore: market- and institutional reforms

Initial comprehensive reform

Full-scale reform efforts

Å Institutional framework for opening-up
Å Introduction of foreign tech and talents
ÅOutbound investment support

ÅDomestic demand expansion
ÅLong-term pro-consumption
ÅPublic investment as lever
ÅFertility support system

ÅN/A

ÅFair and inclusive income distribution

Size of harvey ball indicates progress since 2013

2013-2024 progress analysis, cf. backups



Agenda

1

2

wŜŎŀǇΥ /ƘƛƴŀΩǎ ǇƻƭƛǘƛŎŀƭ ŀƴŘ ŜŎƻƴƻƳƛŎ ǎȅǎǘŜƳмлΩ

China after the 20th Party Congress ςeconomy, politics and reforms нрΩ
Å /ƘƛƴŀΩǎ άǎǘǊŀǘŜƎƛŎ ǎƘƛŦǘέ ǿƛǘƘ ǘƘŜ мпth FYP (2021-2025)
Å ά¢ƘƛǊŘ tƭŜƴǳƳέ όWǳƭȅ нлнпύ ŀƴŘ ƪŜȅ ŜŎƻƴƻƳƛŎ ǊŜŦƻǊƳ ǇǊƛƻǊƛǘƛŜǎ
Å Post-Covid economic performance

{ŜƭŜŎǘ ƎŜƻǇƻƭƛǘƛŎŀƭ ŦŀŎǘƻǊǎΥ ά¢ŀƛǿŀƴ ƛǎǎǳŜέ ŀƴŘ {ǿƛǘȊŜǊƭŀƴŘΩǎ /Ƙƛƴŀ ǎǘǊŀǘŜƎȅмлΩ

Discussion / Q&A

36
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2024 China GDP growth 
projections by selected 
institutions (Aug 2024)

Nomura

JP

Citi

GS

UBS

Barclays

E2024
Annual %

4.5%

4.6%

4.8%

4.9%

4.6%

4.8%

Big picture view: post-Covid economic recovery still in progress ςwith solid +5% in H1 2024, but worse Q2
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/ƘƛƴŀΩǎ ǉǳŀǊǘŜǊƭȅ D5t ƎǊƻǿǘƘ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ р ȅŜŀǊǎ ŀƴŘ нлнп ǇǊƻǎǇŜŎǘ

нлмфΥ έbŜǿ ƴƻǊƳŀƭέ2020 & 2021: Pandemic shock and real estate нлннΥ ά½ŜǊƻ-/ƻǾƛŘέ 2023/4: Post-Covid recovery

Changed 
from

5.0% 

ÅάbŜǿ ƴƻǊƳŀƭέ( ) 
since 13th FYP: shrinking 
trade demand, excess 
capacity of low-end 
products, etc.

ÅάbŜǿ ƴƻǊƳŀƭέ ǎƘƛŦǘŜŘ 
/ƘƛƴŀΩǎ ŦƻŎǳǎ ŦǊƻƳ 
quantitative to 
qualitative growth

ÅGDP growth steadily 
slowed down to ~6+% 
since 2016

ÅCovid-19outbreak 
closed all business 
and resulted in 
negative growth in 
2020 Q1

ÅάThree red lines
( ύέ ǇƻƭƛŎȅ 
came into effect in 
2021 Q1 to 
deleverage and de-
risk real estate 
market

ÅΧŎŀǳǎƛƴƎ ŀ ǎŜǊƛŜǎ ƻŦ 
defaults that spilled over 
into the real economy, 
given the importance of 
ǘƘŜ ǎŜŎǘƻǊ ŦƻǊ /ƘƛƴŀΩǎ 
economy (>25% of GDP)

ÅStrict zero-Covid
esp. in Q2 in key 
cities like Shanghai 
distorted supply 
chains and hurt 
investor confidence

ÅOverall weak 2022, 
with low confidence 
among consumers 
(property) and 
businesses 
(investment)

Å In 2024, real estate downturnproving to be deeper than expected by 
many, preventing households from consuming (+3.4% growth in retail 
sales Jan-Aug 2024, with a decelerating trend) 

Å Investmentsςlong a strong driver ςonly growing at +3.4% Jan-Aug 
2024, dragged down most notably by real estate (-10.2% Jan-Jul)

Å!ƳƛŘ ŀƴ ƛƴŎǊŜŀǎƛƴƎƭȅ ŎƻƳǇƭŜȄ ǘǊŀŘŜ ŜƴǾƛǊƻƴƳŜƴǘ όƻǾŜǊŎŀǇŀŎƛǘȅ άƛǎǎǳŜέύΣ 
exportshave flourished in H1 2024, especially automotive (+18.9%)

ÅBut, deflationary pressure remains strong, likely necessitating more 
forceful fiscal counter-measures

Åά!ǊƻǳƴŘ р҈έ2024 GDP growth target increasingly difficult to reach

4.9% 

5.0% 

5.0% 



Real estate: a dominant force used to take up to 30% of GDP ςdriving various sectors along its value chain

38

Land acquisition Resource & material Construction Sales After-sales consumption Secondary transaction

Real estate developers
Å ~10,000 real estate developers (incl. ~900 SOEs and ~3800 FIEs)
Å Highly leveraged with 15tn RMB debt, only 68/224 listed developers on stock market meet de-ƭŜǾŜǊŀƎƛƴƎ ǊŜǉǳƛǊŜƳŜƴǘ ƻŦ нлнм άǘƘǊŜŜ
ǊŜŘ ƭƛƴŜǎέΤ th9ǎ ǳƴŘŜǊ Ƴƻǎǘ ǎŜǾŜǊŜ ǎƛǘǳŀǘƛƻƴǎ ǿƘƛƭŜ Ƴƻǎǘ {h9ǎ ƳŜŜǘ ǘƘŜ ǊŜǉǳƛǊŜƳŜƴǘ

Å Policy: since 2022 financing permitted for property delivery; further relax on financing restrictions since H2 2023 incl. whitelist

Financing

Local governments
Å 42.5% revenue from 

selling land in 2021
ÅOften via LGFVs 

(shadow banking)
Å Policy: de-risk debt, 

lower dependence on 
land sale revenue

Land
Land 

revenue

Cement, steel, glass
Å 100,000+ large-size 

suppliers of materials
Å Strongly depends on 

demand from real estate: 
35% cement, 40% steel 
and 60% glass goes to real 
estate in 2021

Å Policy: de-overcapacity in 
production

Construction 
input

Revenue

Construction company
Å ~8000 large-scale 

construction companies
Å Strongly depends on real 

estate: 63% construction 
activities driven by real 
estate in 2020

Å Policy: boost demand via 
public projects e.g. urban 
renovation

Households
Å Up to 80% of household 

wealth in real estate
Å Policy: further released 

purchase limit in tier-2 and -1 
cities; removed mortgage floor 
and largely lowered 
downpayment since 2024   

Households
Å Policy: restore confidence 

e.g. secure jobs, increase 
incomes

Property owners
Å 50% properties sales 

in 2018 not for 
ƻǿƴŜǊǎΩ ǎŜƭŦ-use

Å Low rental yield
Å Policy: cool down 

rental market via e.g. 
guided pricing

Acquisition Sales

Commercial banks
ÅMortgage >35% downpayment
Å Policy: relaxed credit issuance 

to both developers and 
households; allowed property 
ƻǿƴŜǊǎΩ ǎǿƛǘŎƘ ǘƻ ŎƘŜŀǇŜǊ ƭƻŀƴ

Mortgage

4-6% GDP contribution5-10% GDP contribution~5% GDP contribution 1-3% GDP contribution ~2% GDP contribution

Upstream Real estate development Downstream leveraging

Home appliance
Å ~28,000 suppliers in 2021

Furniture
Å ~250,000 suppliers in 2021

Decoration
Å 100,000+ companies 2021

Policy: subsidize household 
consumption via e.gcoupons, 
esp. for home appliance 

Sales

Revenue

Commercial banks
Å High exposure: 30% 

loans to developers 
(land collateral)

Å Policy: de-risk (NPLs), 
нлнм άǘƘǊŜŜ ǊŜŘ ƭƛƴŜǎέ

ROI

Revenue

1-3% GDP contribution

Note: sectoral GDP contribution 
measured by real-estate-linked 
value-add 2017-2021

Local governments
Å Policy: building 

affordable housing 

Tenant
Å High living cost due to 

soaring rent price

Local governments
Å Policy: launch urban 

renovation projects

Construction

ConstructionRevenue

Housing

Housing

Rent

Rent

Amortization + interest

Covid curbs demand

нлнл άо ǊŜŘ ƭƛƴŜǎέ ŘǊŀƛƴ όǊŜ-)financing

Asset bubble: Price to income ratios in Beijing/Shanghai/Shenzhen >40 vs London 22 vs New York 12 (Rogoff/Yang, 2020)

Updated September 2024



Policymaking deep-dive: evolving from restrictions to gradual relaxations, with a focus on demand stimulus

Outcome: market shrinking at slower pacePolicy (signal) change: from restriction to relaxation 

Monthly cumulative growth YOY of real estate 
investment and sales (since 2021)

Juli-21 Jan.-22 Juli-22 Jan.-23 Juli-23 Jan.-24 Juli-24

-20%

0

60%

20%

110%

40%

Real estate investment (by value)

Property sales (by sold area)

Key events

ÅbŜǿƭȅ ǊŀƛǎŜŘ άƘƻǳǎŜ ƛǎ ŦƻǊ ƭƛǾƛƴƎΣ ƴƻǘ ŦƻǊ ǎǇŜŎǳƭŀǘƛƻƴ όύέCEWC 2016

ÅάwŜǎƻƭǳǘŜƭȅ  ŎǳǊō ǘƘŜ ƘƛƪŜ ƻŦ ǇǊƻǇŜǊǘȅ ǇǊƛŎŜ όύέ
Åάaŀƛƴǘŀƛƴ ƳŀǊƪŜǘ ƻǊŘŜǊ όύέ

Politburo July 
meeting

2018

ÅάThree red lines ( ύέ ǇƻƭƛŎȅΣ ǘƻ ǊŜǎǘǊƛŎǘ ǘƘŜ ŦƛƴŀƴŎƛƴƎ ƻŦ ǊŜŀƭ ŜǎǘŀǘŜ 
developers with heavy debt burdenτvalid since Jan 2021

MOHURD PBOC 
announcement

2020

2021
Åά.ŜǘǘŜǊ ǎŀǘƛǎŦȅ ǊŜŀǎƻƴŀōƭŜ ŘŜƳŀƴŘ ŦƻǊ ƘƻǳǎƛƴƎ όύέτ

the earliest signal to gradually relax property sales and restore the market
CEWC 2021

Åά{ǘŀōƛƭƛȊŜ ǘƘŜ ƭŀƴŘ ǇǊƛŎŜΣ ǇǊƻǇŜǊǘȅ ǇǊƛŎŜ ŀƴŘ ƳŀǊƪŜǘ ŎƻƴŦƛŘŜƴŎŜ όɹ
ɹ ύέΣfollowed three LPR cuts in theyear and relaxed purchase limit

NPC 2022

2022

Åά9ƴǎǳǊŜ ǘƘŜ ŘŜƭƛǾŜǊȅ ƻŦ ǎƻƭŘ ǇǊƻǇŜǊǘƛŜǎ όύέΣ ŦƻƭƭƻǿŜŘ ōȅ t.h/ ŀƴŘ /.Lw/Ωǎ 
άмс-point plan ( 16 ύέ ǘƻfinance targeted developers for delivery

Politburo July 
meeting

ÅάwŜƭƛŜǾŜ ƭŜŀŘƛƴƎ ŘŜǾŜƭƻǇŜǊǎ ŦǊƻƳ ǘƘŜ Ǌƛǎƪǎέ ŀƴŘ ǎǘǊŜǎǎŜŘ ǘƻ ǎǘŀōƛƭƛȊŜ ƳŀǊƪŜǘ 
ǳƴŘŜǊ ǘƘŜ ǇǊŜƳƛǎŜ ƻŦ ǎǘƛŎƪƛƴƎ ǘƻ άƘƻǳǎŜ ƛǎ ŦƻǊ ƭƛǾƛƴƎΣ ƴƻǘ ǎǇŜŎǳƭŀǘƛƻƴέ

NPC 2023

2023

ÅάCǳƴŘŀƳŜƴǘŀƭ ǎƘƛŦǘ ƛƴ ǎǳǇǇƭȅ-ŘŜƳŀƴŘ ŘȅƴŀƳƛŎέ( )
ÅDemand-side stimulus e.g. released purchase limit incl. for non-first-time 

buyer, lower downpayment ratio
Å Increasingly financing supply-side (e.g. propertydelivery, developer whitelist)

Politburo July 
meeting

2024
ÅwŜƳƻǾŜŘ άƘƻǳǎŜ ƛǎ ŦƻǊ ƭƛǾƛƴƎΣ ƴƻǘ ǎǇŜŎǳƭŀǘƛƻƴέ
ÅStrongest-ever demand stimulus e.g. relaxed purchase limit in tier-2 and -1 

cities, largely lowered downpayment, removed mortgage floor, funding local 
gov to purchase properties, allowing switch to cheaper loans for homeowners

NPC 2024

ÅSharp slumpin both demand side (sales) and supply 
side (investment) since2021 when άǘƘǊŜŜ ǊŜŘ ƭƛƴŜǎέ 
policy was validated

ÅΧǘƘŜ Řƻǿƴ ǇǊŜǎǎǳǊŜ ǿŀǎ gradually curbed in early 
2022, after early signal of restoring the market

ÅAfter a package of measures was given to relax 
purchase limit and to finance developers for property 
delivery, property investment and sales bounced back 
in Q4 2022 and Q1 2023

Å Investment got more stable since 2023, but sales in 
slump again, so the strong demand stimulus was 
introduced to bring back buyers

ÅOverall market still in shrinkage, but in a slower pace
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Property market still in shrinkage despite policy efforts made so far, priority lies in reversing the shrinkage into a moderate growth

Backup



Agenda

1

2

wŜŎŀǇΥ /ƘƛƴŀΩǎ ǇƻƭƛǘƛŎŀƭ ŀƴŘ ŜŎƻƴƻƳƛŎ ǎȅǎǘŜƳмлΩ

China after the 20th Party Congress ςeconomy, politics and reforms нрΩ
Å /ƘƛƴŀΩǎ άǎǘǊŀǘŜƎƛŎ ǎƘƛŦǘέ ǿƛǘƘ ǘƘŜ мпth FYP (2021-2025)
Å ά¢ƘƛǊŘ tƭŜƴǳƳέ όWǳƭȅ нлнпύ ŀƴŘ ƪŜȅ ŜŎƻƴƻƳƛŎ ǊŜŦƻǊƳ ǇǊƛƻǊƛǘƛŜǎ
Å Post-Covid economic performance

{ŜƭŜŎǘ ƎŜƻǇƻƭƛǘƛŎŀƭ ŦŀŎǘƻǊǎΥ ά¢ŀƛǿŀƴ ƛǎǎǳŜέ ŀƴŘ {ǿƛǘȊŜǊƭŀƴŘΩǎ /Ƙƛƴŀ ǎǘǊŀǘŜƎȅмлΩ

Discussion / Q&A
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Strategic 
policy 

posture

Key trends 
in bilateral 
relations

ς ς ς

ά¦{ ŀǇǇǊƻŀŎƘ ǘƻ /Ƙƛƴŀ ǿƛƭƭ ōŜ competitive
when it should be, collaborativewhen it can be
and adversarialǿƘŜƴ ƛǘ Ƴǳǎǘ ōŜέ

Antony Blinken (March 2021)

ά/Ƙƛƴŀ ƛǎ ǘƘŜ ƻƴƭȅ ŎƻǳƴǘǊȅ ǿƛǘƘ ōƻǘƘ ǘƘŜ intent to 
reshape the international order and, increasingly, the 
economic, diplomatic, military, and technological 
powerǘƻ Řƻ ƛǘΦ ώΧϐ 9ǾŜƴ ŀǎ tǊŜǎƛŘŜƴǘ tǳǘƛƴΩǎ ǿŀǊ 
continues, we will remain focused on the most serious 
long-term challengeto the international order ςand 
ǘƘŀǘΩǎ ǇƻǎŜŘ ōȅ ǘƘŜ tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ ƻŦ /ƘƛƴŀΦέ

Antony Blinken (May 2022)

ÅStabilization and άƳŀƴŀƎŜŘέ ŎƻƳǇŜǘƛǘƛƻƴ following 
άŎŀƴŘƛŘέ ·ƛ-Biden San Francisco meeting, but more 
US decoupling: e.g. Sec. Raimondo, new tariffs (e.g. 
100% EVs), new OFDI screening, Tiktokban etc.

ÅMore vocal worries about /ƘƛƴŜǎŜ άƻǾŜǊŎŀǇŀŎƛǘȅέ
(J. Yellen, A. Blinken)

ÅUS deepeningsecurity partnershipsin Indo-Pacific 
(Japan, Philippines, Australia)

ÅPRCseeing more άƴŜƎŀǘƛǾŜ ŦŀŎǘƻǊǎέ in relationship, 
suspending talkson arms control and nuclear non-
proliferation with US

ÅAhead of US elections, risk of more frictions in 
South China Sea given US-PHI mutual defense 
treaty

ά/Ƙƛƴŀ ƛǎΣ ǎƛƳǳƭǘŀƴŜƻǳǎƭȅΣ ƛƴ ŘƛŦŦŜǊŜƴǘ ǇƻƭƛŎȅ ŀǊŜŀǎΣ ŀ 
cooperation partner with whom the EU has closely 
aligned objectives, a negotiating partner with whom 
the EU needs to find a balance of interests, an 
economic competitor in the pursuit of technological 
leadership, and a systemic rival promoting alternative 
ƳƻŘŜƭǎ ƻŦ ƎƻǾŜǊƴŀƴŎŜΦέ

EU Strategic Outlook on China (2019)

Å!ŦǘŜǊ 9¦Ωǎ 9ŎƻƴƻƳƛŎ {ŜŎǳǊƛǘȅ {ǘǊŀǘŜƎȅΣ economic 
tensions on the rise as EU making more use of its 
geoeconomic toolbox (e.g. FSR investigations, 
tariffs on CN EVs (final vote initially set for 25 Sept)

ÅEU Council adopts revised EC recommendation to 
enhance research security

ÅOvercapacityalso by EU considered a serious issue 
(e.g. EU statement at 9th WTO TPR) that may force 
countries to resort to trade defense instruments

ÅEU approach not punitive per se, targeting non-
level playing field

ÅActive European diplomacy, e.g. Scholz, Macron, 
Wang Wentaoƛƴ tŀǊƛǎΣ ·ƛΩǎ ǘƻǳǊ όCwΣ I¦Σ w{ύ 
showing importance of Europe for China

ÅNeutralΣ άōƭƻŎ ŦǊŜŜέ, and committed to dialogue

Å Liberal economic and international order, rule of 
law, basic rights of individualsand democracyas 
ά{ǿƛǎǎ ŎƻǊŜ ǾŀƭǳŜǎέ

ÅEuropean states and the EUitself often represent 
positions similar to those of Switzerland, and 
remain its most important partner

ÅCoordinationon China-related matters with άƭƛƪŜ-
minded partnersέ on engagement with China

ÅBut: άtǳǊƴƛƴƎ ŀǿŀȅ ŦǊƻƳ /Ƙƛƴŀέneither beneficial 
ǘƻ /ƘƛƴŀΩǎ ŘƻƳŜǎǘƛŎ ǎƛǘǳŀǘƛƻƴΣ ƴƻǊ ƛƴ {ǿƛǎǎ ƛƴǘŜǊŜǎǘ

China Strategy 2021-2024 (March 2021)

ÅMeasured PRC protests afterrelease of first public 
China Strategy (2021) by Switzerland

ÅReactivated diplomacy post-Covid (around 20 
active dialogues) and amid new dynamism around 
discussions to upgrade of the Sino-Swiss Free 
Trade Agreementfrom 2013

ÅLi Qiangas highest PRC visit (Jan 2024) in 7 years

ÅSwitzerland no formal focus on economic security 

ÅBut: public attention to bilateral relations in CH in 
response to FTA upgrade talks, NGOs demanding 
stronger environmental and human rights clauses
(FTA likely subject to facultative referendum), plus 
FDI screening in the making

High-level view

Key bilateral relations: geopolitical, economic and security issues driving US-CN/EU-CN relations ςCH pragmatic
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PRC view Taiwan viewUS view

Strategic 
interests

Declared 
objective

Å«National reunification» of 
Taiwan with the PRC as «historic 
task» and part of /ƘƛƴŀΩǎ 
«national rejuvenation»

ÅPreserve peace and stability 
until a peaceful solution can be 
found that considers «the 
wishes and best interests of 
Taiwanese»

ÅTaiwan already a de facto 
sovereign country, leaders see 
their responsibility in 
preserving this autonomy and 
democracy

Å«Reunification» as only way to 
ζΧ foil attempts of external 
forces to contain China, and to 
safeguard sovereignty, security, 
and development interests»

ÅBreak US «island chain strategy»
of containing China

Å{ǳǇǇƻǊǘ ¢ŀƛǿŀƴΩǎ ŘŜ ŦŀŎǘƻ 
sovereignty as a «democractic» 
country

ÅEffective US-led deterrence and US 
credibility in the region

ÅPeace and stability in region, also 
in view of supply chains and 
growth

ÅPreserve political autonomy

ÅKeep international support for 
own «cause»

ÅKeep US engaged in this 
«issue»

Against this backdrop, however, no actor has a real interest in changing the status quo at the moment, or at any cost

tŀǊǘ ƻŦ ŀ Ŧǳƭƭ /aD tǊƛƳŜǊ ƻƴ ά¢ŀƛǿŀƴ ƛǎǎǳŜέ

ά¢ŀƛǿŀƴ ƛǎǎǳŜέ: Conflicting interests and declared ambitions make for a real geostrategic conundrum
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China US Taiwan Japan EU

ÅMaximized deterrence 
as core paradigm ς 
including assertive 
rhetoric

ÅMilitary build-up / 
modernization (2035)

ÅImplicit deadline 2049 
ŀƴŘ ΨǿŀǊƴƛƴƎΩ ŀǘ нлǘƘ 
Party Congress 

ÅNew Politburo 
member from Eastern 
Theatre Command

ÅTactical flexibility on 
«carrots» and «sticks»

ÅReinforced broader 
strategic objectives in 
the Indo-Pacific

ÅDeepening engagement 
and «arming» of Taiwan

Å«Pelosi visit»

ÅDebating need for 
«strategic clarity»

ÅPresidential elections

ÅGrowing societal 
alienation from the 
«mainland»

ÅPresident Lai Ching-
ǘŜΩǎ more assertive 
rhetoric (e.g. May 
20th inauguration)

ÅBut «political dead-
lock», with power 
distributed 
between executive 
and legislative

ÅNew national 
security strategy, 
Ŏŀƭƭǎ /Ƙƛƴŀ WŀǇŀƴΩǎ 
"greatest strategic 
challenge"

ÅMassive one-off 
defense spending 
(USD 53 B)

ÅUS-Japan stepping 
up defense 
partnership

ÅBroader 
recalibration of 
relations with PRC 
(«systemic rival»)

ÅDeepening 
engagement with 
Taiwan

Å«Lithuania case»

ά¢ŀƛǿŀƴ ƛǎǎǳŜέΥ YŜȅ ǇƻƭƛǘƛŎŀƭ ŦŀŎǘƻǊǎ ƛƴŦƭǳŜƴŎƛƴƎ άŎǊƻǎǎ-ǎǘǊŀƛǘ ŘȅƴŀƳƛŎǎέ



OutlookΥ ŦǊƻƳ ŀ ǎǘŀǘǳǎ ǉǳƻ ƻŦ ΨƘŜƛƎƘǘŜƴŜŘ Ǿƻƭŀǘƛƭƛǘȅέ ǘƻ ƻƴŜ ƻŦ ǎŜǾŜƴ ƪŜȅ ŦǳǘǳǊŜ ǎŎŜƴŀǊƛƻǎ
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Χ to 7 key future scenarios ς 4 of which feature some type of «escalation» / 

Å China-led/ -imposed triggers

- Escalation triggered by domestic complexities in China

- Decision to invade by PRC once full military preparedness achieved, after 2027

- Longer-term negotiated re-unification using .ŜƛƧƛƴƎΩǎ economic and political leverage

Å «External» triggers

- {ƘƛŦǘ ƛƴ ¦{Ω ¢ŀƛǿŀƴ policy, esp. with Republican election dynamics and outcome in 

2024 or 2028

- Growing momentum in ¢²Ωǎ international solidarity efforts, or «pro-independence» 

election dynamics in 2024 or 2028

Å Perpetuation

Å Longer-term perpetuation of status quo whereby TW ensure an effective and 

credible US-supported deterrence capability stabilizing regional security order

Å De-escalation

Å wŜǘǳǊƴ ǘƻ άŎƻƴǎǘǊǳŎǘƛǾŜέ ¦{-China engagement, a stabilizing Taiwan policy of the US 

and/or PRC-friendly domestic politics in Taiwan

1

2

3

4

5

6

7

Dynamics shortly before a potential escalation can fully alter trajectory, e.g. serious threat of invasion



Ψ/Ǌƻǎǎ-Strait stabilityΩ: key factors provide for stability in Cross-Strait relations into medium term
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US deterrence and 
assurance strategy

Stabilising factors

ÅA change in the US administration ŎƻǳƭŘ ŜƴŘŀƴƎŜǊ ǘƘƛǎ άǉǳŀǎƛ 
ŎƻƴǎŜƴǎǳǎέ ōȅ ŜƛǘƘŜǊ ǿŜŀƪŜƴƛƴƎ ŘŜǘŜǊǊŜƴŎŜ ōȅ ǇǳƭƭƛƴƎ ōŀŎƪ ƻƴ 
commitments made vis-à-vis Taiwan, or by failing to assure 
Beijing effectively

Description

Economic and tech 
inter-dependency 

PLA not prepared / 
modernized

Strategic preference 
for non-military 

solution

Unclear outcome of 
Ukraine war

Conflicting domestic 
priorities

Innovative 1C2S 
formula

Net stabilizing effect 
(medium term)

ÅMutual tacit assurances at the recent Xi-Biden summit, 
suggest that the tw/ ǿƛƭƭ ƴƻǘ ŎƘŀƭƭŜƴƎŜ .ƛŘŜƴΩǎ ǘǿƻ-
pronged deterrence strategy of threat and assurance, as 
long as the US and TW do not overstep any red lines

Possible counter-developments

ÅPRC still a major trading partner of TW, but declining in 
importance ςCross-Strait trade has dropped by 27% in H1 
нлно ǊŜŦƭŜŎǘƛƴƎ ǎƻƳŜ ŘƛǾŜǊǎƛŦƛŎŀǘƛƻƴ ŘȅƴŀƳƛŎǎ ǿƛǘƘ ǘƻŘŀȅΩǎ 
1/3 share of TW exports to 3rd countries growing

ÅAlthough economic inter-dependence will unlikely be a decisive 
ŦŀŎǘƻǊ ƛƴ ǘƘŜ ǉǳŜǎǘƛƻƴ ŀōƻǳǘ άǿŀǊ ƻǊ ǇŜŀŎŜέΣ ǘƘŜ ǇǊƻƭƻƴƎŜŘ 
decline in Cross-Strait trade will nonetheless decrease the 
stabilizing and trust-enhancing-effect of trade

ÅAs long as the PLA still sees its capabilitiesas insufficient to 
accomplish an amphibious invasion on Taiwan, any military 
threats need to be understood more politically and tactically

Å/ƘƛƴŀΩǎ 14th Five-Year-Plan (2021-2025) introduces a first-
time new and vague centenary goal on PLA modernization by 
нлнтΣ Ǉƭǳǎ ǇǊƻǇƻǎŜǎ ƛǘǎ άōŀǎƛŎ ƳƻŘŜǊƴƛȊŀǘƛƻƴέ ōȅ нлор

Å.ŜƛƧƛƴƎΩǎ ŘŜŎƭŀǊŜŘ ƻōƧŜŎǘƛǾŜ ǊŜƳŀƛƴǎ ǘƻ ŀŎƘƛŜǾŜ άƴŀǘƛƻƴŀƭ 
ǊŜǳƴƛŦƛŎŀǘƛƻƴέ ōȅ ǇŜŀŎŜŦǳƭ ƳŜŀƴǎ, if not compelled to use 
force ςthis policy remains its strategic preference

ÅSocietal and demographic trendsin Taiwan with deepening 
local identity and political preference for Taiwan independence 
are narrowing prospects of a reunification scenario

ÅwǳǎǎƛŀΩǎ ŦŀƛƭŜŘ ŀǘǘŜƳǇǘ ǘƻ ǎǿƛŦǘƭȅ ƛƴǾŀŘŜ ¦ƪǊŀƛƴŜ raised 
ǉǳŜǎǘƛƻƴǎ ŦƻǊ /ƘƛƴŀΩǎ ƳƛƭƛǘŀǊȅ ǎǘǊŀǘŜƎƛȊƛƴƎ whether an 
invasion of Taiwan could lead to a similar quagmire

ÅPRC is likely learning from the Russia case and is in longer-term 
process of hedging against potential similar Western sanctions 
e.g. by strengthening relations esp. to developing countries

ÅFundamental domestic priorities (esp. High Quality 
Development and 2035 goals) can be crucially undermined 
by a Cross-Strait contingency and ensuing economic fallout

ÅEconomic downturn could drive Chinese leaders to divert 
attention by waging an invasion, but research shows China in fact 
compromises more externally when facing domestic pressure

ÅAs part of a ƴŜǿ άLƴƴƻǾŀǘƛǾŜ hƴŜ /Ƙƛƴŀ ¢ǿƻ {ȅǎǘŜƳέ 
approach, Fujian has launched a charm offensive via a 
ƴŜǿ άaƻŘŜƭ ½ƻƴŜ ƻŦ /Ǌƻǎǎ-{ǘǊŀƛǘ 9ŎƻƴƻƳƛŎ wŜƭŀǘƛƻƴǎέ

ÅAs survey trends in Taiwan show, the perceived failure of the 
One China Two Systems formula in Hong Kong has damaged 
the credibility and prospect of a similar solution for Taiwan

2023 Biden-Xi Summit: reportedly mutual assurance made, a «quasi consensus», to respect outcome of election and preserve stability



International pressure on Switzerland increasing, causing a deeper domestic debate
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