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The MERICS China Industries Briefing is a monthly round-up of key developments in
China’s industrial policy landscape and innovation system. It features brief analyses of
the government’s industrial strategies, technology plans and policy guidelines that
shape China’s industrial upgrading and economic trajectory. The briefing also captures
corporate activities that are driving cooperation and competition between Chinese
entities and their European counterparts.



MERICS TOP 5

1. China cracks down on tech companies’ monopolistic behavior

Policy name: Anti-Monopoly Guidelines for the Platform Economy Sector (Draft)
CRTEELFInM RZEHsrE (ERKERF) ) (Link)

Issuing body: SAMR

Date: November 10, 2020 - open for comments until November 30, 2020

Ataglance: The State Administration for Market Regulation (SAMR) issued new rules
to prevent monopolistic behavior among digital platform providers. The draft
guidelines address practices that block fair competition, including:

m Unfair pricing, e.g,, selling goods at inflated or below-cost prices

m “Choose one between two” (Zi£—) requirements, whereby brands are not
allowed to be sold on competing platforms

m Product bundling, i.e., forcing customers to buy a bundle of products or accept
the collection of data

The SAMR will also head a new inter-ministerial committee that coordinates the

supervision of competition and lead the formulation of anti-monopoly policies.

MERICS comment: The guidelines are part of a series of state efforts to tighten the
grip on China’s increasingly powerful privately owned internet platforms. Following

the January revision of China’s Anti-Monopoly Law, the SAMR guidelines define what
exactly constitutes monopolistic practices for Internet companies. Many of China’s
internet giants - including Tencent, Alibaba, JD.com and Meituan - will be directly
affected. Their market shares tumbled following the announcement of the new rules.

The regulations tackle legitimate concerns about unfair competition and consumer
protection but are also part of renewed efforts by the Communist Party to assert its
control. A week prior to the SAMR announcement, regulators had abruptly suspended
Ant Group’s planned initial public offering (IPO), sending a strong signal that the party

has the final say - even in China’s “private” economy. Regulators previously took a

soft-touch approach in the digital sector to give a leg up to domestic tech companies.
Now they may be worried that tech giants have outgrown the party state’s reach.
European firms may well benefit from this regulatory cleaning up, though this hinges
on anti-monopoly regulations being applied fairly to foreign companies - which is not
necessarily a given.
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http://www.samr.gov.cn/hd/zjdc/202011/t20201109_323234.html
http://www.gov.cn/zhengce/content/2020-11/19/content_5562624.htm
http://www.samr.gov.cn/hd/zjdc/202001/t20200102_310120.html
https://www.ft.com/content/1a4a5001-6411-45fa-967c-0fd71ba9300b
https://merics.org/en/short-analysis/chinas-fintech-giant-ant-financial-reined-politics
https://merics.org/en/short-analysis/chinas-fintech-giant-ant-financial-reined-politics
https://merics.org/en/briefings/merics-china-industries-briefing-september-2020
https://merics.org/en/briefings/merics-china-industries-briefing-september-2020
https://www.scmp.com/economy/china-economy/article/3045224/chinas-updated-anti-monopoly-law-aimed-further-protecting
https://www.scmp.com/economy/china-economy/article/3045224/chinas-updated-anti-monopoly-law-aimed-further-protecting

2. China wants to strengthen its position in foreign trade

Policy name: Implementation Opinions on Promoting the Innovative Development
of Foreign Trade (kx TH##HX/MN R IFT & RAILEE L) (Link)

Issuing body: State Council

Date: November 9, 2020

At a glance: The State Council published opinions on innovating China’s approach to
foreign trade. These highlight the importance of the dual circulation (&)

strategy and emphasize the need for China to strengthen its position in global trade
by optimizing its trade structure. The measures listed include:

m Promoting exports fields such as electric power, railway, telecommunications,
aerospace, ships, robotics, and green tech

m Strengthening the global competitiveness and supply chain integration of small
and medium-sized enterprises (SMEs) by forming “small giants” (/NE A)

m Improving the quality of export products through strict supply chain controls
and rapid response monitoring systems

m Specializing trade for different regions in China (East, West and Centre,
Northeast), based on their economic development levels

The opinions follow an announcement by the Ministry of Commerce (MOFCOM) to
establish ten import innovation demonstration zones in order to stimulate domestic

consumption and test new import regulations, and China’s decision to sign onto the
Regional Comprehensive Economic Partnership (RCEP).

MERICS comment: Boosting international competitiveness is key for China to achieve
high-quality economic development and improve domestic innovation capabilities.
However, different levels of economic development within the country remain a
challenge for China’s export strength. While economic centers along the coast (Bohai,
Fujian and the Yangtze and Pearl River Deltas) are increasingly cementing their global
innovation and high-tech position, other regions continue to struggle. The lack of
progress in spurring industrialization across China’s underdeveloped regions over
the past two decades indicates that plans such as the Western Development Strategy
(FBEAFF%) and Northeastern Area Revitalization Plan (#x3% %1t Tl Eih) have
had limited impact. Reducing regional discrepancies remains an uphill battle.

The sectors targeted for export optimization and emphasis on creating (inter)national

champions are notably in line with “Made in China 2025” industries. Foreign
companies will thus need to brace themselves for more industrial competition both in
China and in third markets. At the same time, they should remember that China’s
commitment to opening-up - reiterated in the opinions and at the 34 China
International Import Expo held in Shanghai in early November - has always been

strategic and selective.
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http://www.gov.cn/zhengce/content/2020-11/09/content_5559659.htm
https://www.reuters.com/article/china-economy-transformation-explainer-idUSKBN2600B5
http://www.mofcom.gov.cn/article/i/jyjl/e/202011/20201103013473.shtml
http://www.gov.cn/premier/2020-11/15/content_5561696.htm?mc_cid=e566594716&mc_eid=2a1ec643bb
https://merics.org/en/report/evolving-made-china-2025
https://news.cgtn.com/news/2020-11-04/President-Xi-speaks-at-3rd-China-International-Import-Expo-opening-V914hp6Ive/index.html
https://news.cgtn.com/news/2020-11-04/President-Xi-speaks-at-3rd-China-International-Import-Expo-opening-V914hp6Ive/index.html

3. Fasten the Yangtze River Economic Belt

At a glance: Party and state leader Xi Jinping hosted a symposium on developing the
Yangtze River Economic Belt (YREB, ;L4 ) in Nanjing on November 15. In his
speech, Xi highlighted the envisioned role of the YREB in China’s regional economic
development:

m Become a “new battlefield for ecological priority green development”

m Act as the “aorta of unimpeded domestic and international” circulations by
reducing regional discrepancies in terms of capital, technologies, and labor-
intensive industries whilst making use of foreign investments

m Host advanced manufacturing clusters with a high level of competitiveness,
indigenous innovation capabilities and supply chains that serve the whole
country

Xi emphasized the importance of coordinated regional development throughout his
speech, using the metaphor of a “chess board.”

MERICS comment: The Yangtze River, which stretches from the Tibetan Plateau all
the way to Shanghai, has always been an important economic hub. It accounts for
almost half of the population and economic output of China, and hosts the infamous
Three Gorges Dam. Boosting the YREB, which was initiated in 2016, has important

strategic implications for China - not only in terms of maintaining controllable

industrial chains, but also ensuring food and energy supply. The Yangtze River Delta,
in particular, has been envisioned as a major hub for clean production and the green
transformation of traditional manufacturing industries.

Under the banner of promoting dual circulation, the Chinese government hopes to

make the region more resilient and spur upgrading efforts in the still rather
underdeveloped Western (upstream) regions. A more dynamic investment
environment with foreign participation in the YREB can be expected in 2021,
however, only insofar that any investments benefit China’s domestic development.

4. China's tech drive in the auto industry continues

At a glance: On November 10, Vice Premier Han Zheng delivered a keynote speech at

the first ever “International Forum on Science, Technology, and Innovation” (ISTIF) of
the Boao Forum for Asia (BFA) in Macao. Zheng emphasized the role of innovation and
self-reliance in China’s quest to become a leading science and technology (S&T)

superpower (FH%58E).

China’s ambition to forge ahead in world-leading technologies has recently
manifested itself in the automotive field:

m November 2: the State Council releases the long-awaited new energy vehicle

(NEV) industry development plan for the next 15 years, which states that 20

percent of newly sold cars should be NEVs by 2025 - a notable 5-percent-
reduction compared to an earlier draft
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http://www.gov.cn/xinwen/2020-11/15/content_5561711.htm
http://www.gov.cn/xinwen/2020-11/15/content_5561711.htm
http://www.ecns.cn/news/politics/2020-11-15/detail-ihacwpkx9605051.shtml
https://www.power-technology.com/projects/gorges/
http://www.gov.cn/xinwen/2016-09/12/content_5107501.htm
https://www.china-briefing.com/news/yangtze-river-delta-integration-plan/
https://news.cgtn.com/news/2020-11-16/Why-are-dual-circulation-and-the-YREB-vital-for-China-and-beyond--VsrpsqVDPO/index.html
https://www.scmp.com/economy/china-economy/article/3098621/china-use-yangtze-river-delta-development-showcase-dual
http://www.xinhuanet.com/english/2020-11/10/c_139506643.htm?
https://news.gov.mo/detail/en/N20JL6ENdx?1
http://bfa-istif.cn/showNews.aspx?id=31&lang=CN
http://bfa-istif.cn/showNews.aspx?id=31&lang=CN
http://www.gov.cn/zhengce/content/2020-11/02/content_5556716.htm
http://www.gov.cn/zhengce/content/2020-11/02/content_5556716.htm
https://www.caixinglobal.com/2020-11-03/china-lowers-nev-sales-target-for-2025-101622143.html
https://www.caixinglobal.com/2020-11-03/china-lowers-nev-sales-target-for-2025-101622143.html

m November 9: the Ministry of Science and Technology (MOST) confirms its
continuous support for rapid advances in fuel cell vehicle tech for the following

five years

m November 11: the updated version of the technology roadmap for intelligent
connected vehicles (ICVs) is revealed at a trade show, expanding the time

horizon to 2035 and stating the goal of having 70 percent of sold cars
incorporate partial or conditional self-driving technology by 2030

MERICS comment: These developments carry forward government ambitions
announced in September and October to promote China’s NEV industry and related

innovation. Meanwhile, the Ministry of Transport (MOT) is promoting new research
centers focused on transportation-related technologies including automated driving.

Alibaba-backed Chinese start-up AutoX has just announced driving tests for highly
automated vehicles in four more cities, and Didi Chuxing unveiled the world’s first
electric NEV tailored for the ride-hailing business. However, with Chinese NEV
exports remaining low, major ICV and NEV developments are only taking place in
China’s domestic market. Foreign companies active in these fields must rigorously
calculate the risks of participating in Chinese market dynamics and tech advances,
since they could hamper their own competitiveness at a global scale.

5. Covid-19 turbocharges China's artificial intelligence advances

Report name: 2020 Analysis Report on China’s Al Patent Technologies

(2020 AT EREFEEZFHEARSHMRE) (Link)

Issuing bodies: China Industrial Control Systems Cyber Emergency Response Team,
National Electronic Information Intellectual Property Innovation Platform

Date: November 13, 2020

At a glance: Two agencies affiliated with the Ministry of Industry and Information
Technology (MIIT) launched a report on Chinese artificial intelligence (Al) patent
applications in 2020. The key trends presented in the report (which is not fully
available yet) include:

m Al patent applications in China have reached a total of 694,000, with 101,734
applications filed in the first ten months of 2020 - a 56 percent increase over the
same period last year

m Chinese tech giants and universities were the driving force in Al innovation, with
Baidu now ranking first for total patents applied for (9,364) and granted (2,682)

m The largest numbers of patents were filed in cloud computing, computer vision
and deep learning

Al technology innovations played a particularly important role in the fight against
Covid-19, with more than 3,000 relevant patent applications filed. This year’s World
Internet Conference which concluded in Wuzhen on November 24, also showcased

Al applications such as driverless food deliveries employed during the lockdown.
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http://www.most.gov.cn/xxgk/xinxifenlei/fdzdgknr/jyta/202011/t20201109_159585.html
http://www.gov.cn/xinwen/2020-11/19/content_5562464.htm
http://www.gov.cn/xinwen/2020-11/19/content_5562464.htm
https://www.sohu.com/a/431478649_362042
https://merics.org/en/briefings/merics-china-industries-briefing-september-2020
https://merics.org/en/briefing/merics-china-industries-briefing-october-2020
http://cctaw.cn/zhengce/11898.html
https://www.reuters.com/article/us-autox-autonomous/alibaba-backed-autonomous-car-firm-autox-to-test-in-four-more-cities-idUSKBN27I0K7
https://www.scmp.com/tech/start-ups/article/3110132/chinas-didi-chuxing-launches-first-electric-vehicle-tailored-ride
https://www.csis.org/analysis/coming-nev-war-implications-chinas-advances-electric-vehicles
https://www.csis.org/analysis/coming-nev-war-implications-chinas-advances-electric-vehicles
http://english.www.gov.cn/statecouncil/ministries/202011/23/content_WS5fbaf3a4c6d0f725769405b8.html
https://mp.weixin.qq.com/s/ztrKD7ZO0rWgLd1CBnC5Pw
http://www.xinhuanet.com/english/2020-11/24/c_139539783.htm
http://www.xinhuanet.com/english/2020-11/24/c_139539783.htm

MERICS comment: Covid-19 acted as an additional catalyst for the rapid development
of new Al applications. Beijing rapidly embraced data and Al-driven solutions - often

at the cost of data privacy - to counter the epidemic, such as smart temperature

screening systems and contact tracing tools. China’s “new infrastructure” initiative
announced earlier this year also calls for the roll-out of information infrastructure
for cloud computing and other industrial Al applications.

Despite China now leading the world in Al-related patent filings, the country still trails
behind in regards to quality. The report also mainly points to China’s strengths in Al
applications such as computer vision and autonomous vehicles, which significantly

outweigh Chinese breakthroughs in fundamental Al research. While China’s patent
numbers are impressive, they should not be equated to an overall leadership in Al
capabilities.

WORTH NOTING

Policy news

m November 11: The State Council decides to pilot an integrated license for 31
sectors in Shanghai’s Pudong district to reduce market access barriers
(State Council article (EN); State Council article (CN))

m November 21: The MIIT-affiliated think tank CAICT releases a report on China’s
5G+Industrial Internet development in 2020 (Leiphone article (CN))

m November 22: Vice Premier Liu He writes in an official explainer of the DCS that
self-reliance in key technologies is “imperative” (State Council article (CN);
SCMP article (EN))

Corporate news

m November 6: Chinese chip company Shenzhen Goodix Technology acquires
German Dream Chip Technologies (Goodix (EN); Investment Plattform China

article (DE))

m November 10: Huawei plans to sell its budget-brand smartphone unit Honor for
CNY 100 billion to a state-backed consortium (Reuters article (EN))

m November 17: Chinese li-ion battery company SVOLT Energy Technology
announces to set up a production site in Germany (Gasgoo (CN); Svolt press

release (DE))

m November 17: Government-backed Chinese chipmaker Tsinghua Unigroup
defaults on CNY 1.3 billion (EUR 166 million) (Finance Sina (CN); Reuters

(EN))
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https://merics.org/en/report/tracing-testing-tweaking
https://merics.org/en/analysis/china-bets-new-infrastructure-pull-economy-out-post-covid-doldrums
https://www.uscc.gov/sites/default/files/June%207%20Hearing_Panel%201_Jeffrey%20Ding_China%27s%20Current%20Capabilities%2C%20Policies%2C%20and%20Industrial%20Ecosystem%20in%20AI.pdf
https://www.nature.com/articles/d41586-019-02360-7
http://english.www.gov.cn/premier/news/202011/11/content_WS5fabf64ec6d0f7257693f78c.html?mc_cid=f9817125b7&mc_eid=f515d51a4f
http://www.gov.cn/premier/2020-11/11/content_5560568.htm?mc_cid=f9817125b7&mc_eid=f515d51a4f
https://www.leiphone.com/news/202011/zL391MT8tdThUpRV.html
http://www.gov.cn/guowuyuan/2020-11/25/content_5563986.htm
https://www.scmp.com/news/china/politics/article/3110885/technological-self-reliance-heart-chinas-economic-plans-says
https://www.goodix.com/en/about_goodix/newsroom/company_news/detail/4652
https://www.investmentplattformchina.de/goodix-uebernimmt-dream-chip-technologies/
https://www.investmentplattformchina.de/goodix-uebernimmt-dream-chip-technologies/
https://www.reuters.com/article/us-huawei-m-a-digital-china-exclusive/exclusive-huawei-to-sell-15-billion-honor-unit-to-shenzhen-government-digital-china-others-sources-idUSKBN27Q0HB
https://auto.gasgoo.com/news/202011/18I70229293C103.shtml
https://svolt-eu.com/24-gwh-batteriezellenfabrik-von-svolt-kommt-nach-deutschland/
https://svolt-eu.com/24-gwh-batteriezellenfabrik-von-svolt-kommt-nach-deutschland/
https://finance.sina.cn/2020-11-17/detail-iiznctke1958356.d.html?vt=4
https://www.reuters.com/article/us-china-unigroup-default/chinas-tsinghua-unigroup-defaults-on-198-million-bond-sources-idUSKBN27X0CO
https://www.reuters.com/article/us-china-unigroup-default/chinas-tsinghua-unigroup-defaults-on-198-million-bond-sources-idUSKBN27X0CO
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