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2000 £ELARE, PEBUMIT ICT (IHHIEBE T OWIFEE . PHFEHE~OFMHDT=HIT, 10 &
TEOTHREZHEL T, ERNOA 7 —Fy NRE~OVERT 7 & X 2 ZBA ~EREH

W AL C& 2, 29 LEBRRICB W TEE L 725 0N, S AH] e iskic & 2 i,
FEICEBETEENIN A TEBGEE bl > TOW D EEMICx T 2B 3E A RE L 51> b D
—VEREETHI L THD, ICT AW BATE, AHMOBBILFRDEE S AT AR KRE LW
REMEZALTWD EEALN, YF/O ICT fEMH L7Ciig 28 U T2 2R HE2 0T THe o
EHHBRHBEET NRER B SN TE T,

4. RSCETIL

79 LI EHRR#E T T LD —2IZ [Remote Synchronous Model (RSC) 234> % [Yang, Zhu, &
MacLeod, 2018] , ZDETMTEWT, RISFROLEMII R v MREZBL TLY 2FLDHLHH
Fili ERTHEBOHAI T D Z EMZ ) LEMN D | FENE OBRECF M O T E O A ZHT:
T2, SLITBEBEIREHNTY 7 F A A TRNBOZAEITATIZELZHET 5, ZhiC

0 RERODIRNERH OO BENTREBRRELIT O AN S BETERELZIT TV DIE
FEDER~LEBITT 5, Liao, Cheng, Wu(2017T) I LB &, 128 b B W5 - HEEFR DN 28
DFEBH— KA FHE T HBRIGE OVELTIZIB T, 2014 2 RSC BT AN D THASH
T D 34T 31 HDFD 600 ADAEEL 40 AOBRIOFEE 2 X2 TE Tz, —MIERH
D— NHEFRL DO ZIILENTRIGE & Vo T RE DMk A B3 5 HME A 289 2 1+
5 TIRWVEMIA S 523, RSC BT /WEA Y F 2 T AORPUKDPLICMEILVEL B O D E7k e
TORMEZFRRICT 2L CIOMEEZMRRT 22 LN TED, ZOETLDE ) —DDKRE
R R, BRRBIT 2 RA O 23 ER T E O HE ) D i W 2~ b B B O E 2 150 VBRI
MR B, RBTUIBMEHOFAEDF N L2 TEL L TH D,
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HFBOF IR 2 B TR & ERT D1 DICFROMBES & M L TE e, —F CRA
E O P DWW TR E D F AR DFINE, EATMO BRI B AL RIT L, Wil & BAH O
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DML, — N> FBORDEBE A E > TRBICHET L 72D ic & 0 @A o A RiZEd %
felT DFTREMERN R W E B R BN D, ZOHERIZIEZ T, +oRBOFRE R+ 5 2 L@
RO E FEBRT D 2 LR EEABRD H725 5,

FPRBURIRIE ZE 20 FEORNC ICT OIEMH AR T 2 & & THEKZONM/ N ERE L T& T, £
LTHE aaF oA VAEGIEDTATIZZ OB HRITL LIl WA 2, BE< DDA T4
CHEOHEOT TH ., AR THA L RSC EF /I EEMEOMNEBE N> T\WD YL
VR EBMTAAREERE L TVWD EEZXD, TOET /ML o TEMNTOEMIZL Y 2% /L
wRFOHEN D P ERLHIRE 2T 2 Z L TRERENZED L ENTE 2, BRIICET 2
FEOHER~OET L, FUBERICOWDHEOBERIC L > TSNS, BT, ZOET VT
BFREIZBIT DA E—Fy h~OT 7 8 ADFHREMEZ D202 LIRS RE N TH D,
BOEWEEEZ T HHEICZLVE WS | HEERAEA R L T & /2SR ITRA R
RO L DO TH Y | SEHETIC AR RIS Z LIIEFICHEETH 5, Lo, RO A X
NEEIRNEADTRREEZM D Z LIk > T RSC EF /LFHEE L TH—Lan = HE Y —
ERADRMEAEBRTHLODFERFELERDTHA O, VIFEHE LD H WD HROMRE, i
BT DHDOTHD, 16> T, PETIIEEAZOHS T & BA O ZERKZORMEIC R AICEY A
F. ENOEDEWEE 2 EZ T DD FE L ED D LEND D,
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HEHIES —FORE L SN Tnd, 22
T, ERRHE O B A A E i ERIE B
B 1 JEEHEdE 2 o & — (JCCCA) D THiE5 o> —
BB PR R (2018 4F) | (K 1) 2 &I
BN R TH D & PIEDS 2018 F R RITHB

(BRUHRLEIS) ' THR TR S %< O " BLKFE AN LT
S DRI Wiz, ZHUIHEN 2 E THRRE LI
ITHRAF—ZEBHLTWEZ ERFERTH
HLEZBND, BRMIC—RTRNLF—
IZH1 B A IR OENG % 2 E HERIR B 1L
B o & — (Jecch) o T EEEE O —k

1o ERl o Pt ElA
Hig o TR O “ELIREDEHE (2018 4F)

£1: TEEO—RIXILF¥—MEEL (2018%5)

E& Al KIRHAA A% R¥hH %A BEAEIRILY—
FE 19.6% 7.4% 58.2% 2.0% 8.3% 44%
FAUA 40.0% 30.5% 13.8% 8.4% 2.8% 4.5%
Ee2 29.5% 6.2% 55.9% 1.1% 3.9% 3.4%
(=P 21.1% 54.2% 12.2% 6.4% 6.0% 0.04%
B& 40.2% 21.9% 25.9% 2.4% 4.0% 5.6%
h+¥ 31.9% 28.9% 4.2% 6.6% 25.4% 3.0%
K1 34.9% 23.4% 20.5% 5.3% 1.2% 14.6%
aE 42.8% 16.0% 29.3% 10.0% 0.2% 1.7%
7390 45.7% 10.4% 5.3% 1.2% 29.5% 7.9%
FIVR 32.5% 15.1% 3.5% 38.5% 6.0% 4.4%
IHFYR 40.0% 35.3% 4.0% 7.6% 0.6% 12.4%
15I7 39.4% 38.5% 5.8% 0.00% 6.7% 9.6%
HRE 33.6% 23.9% 27.2% 4.4% 6.8% 0.04%

‘WBAADH, BHIM00%ICRSBWERHBDET
g o TSR o bk FEPELE (2018 42) )
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TR MR (2018 4F) | (K1) 2BFBICRTHLH L, 2018 FFHEATH8. 2% b HHTH
D, EBEDIH vy TOEETH D, ZOBREITNNTPEDARICE> TE ez Wii-> T
W5, Ko T, HRAEE LTo ZBURFHHREZMZ 57201213, PEOH S LTHER
HBEOBRFLITEBRARTRETH D L V2, ZOEDITITTEO R R X —ITB 5%
DEGERXL T OIMLEND D,

3. G EHEIFHRKFRICERMLEDH

PTEHOZINE TOREIARD Y & Tho7zl bWAD DITHRFITEIIC 25, 372
PHEARIZED blb SN2 OEEZFHL CTE CREMBICE SRS BRI TH5 5
Mo ALR—FTIEREL 3OOBEAZRFLL I LHES,

~ TELH¥—HRER TALF—ARERIZEDDLE (%)
(Bhmms) B M | Y | =iz gk EFEH EHRR

1978 57144 70.7 22.7 3.2 34
1980 60275 72.2 20.7 3.1 40
1985 76682 75.8 17.1 22 49
1990 98703 76.2 16.6 2.1 5.1
1991 103783 76.1 17.1 20 48
1992 109170 75.7 175 1.9 49
1993 115993 74.7 18.2 1.9 5.2
1994 122737 75.0 17.4 1.9 5.7
1995 131176 74.6 17.5 1.8 6.1
1996 135192 73.5 18.7 1.8 6.0
1997 135909 71.4 204 1.8 6.4
1998 136184 70.9 208 1.8 6.5
1999 140569 70.6 215 20 59
2000 145531 69.2 222 22 6.4
2001 150406 68.3 218 24 1.5
2002 159431 68.0 22.3 24 1.3
2003 183792 69.8 21.2 2.5 6.5
2004 213456 69.5 21.3 25 6.7
2005 235997 70.8 19.8 26 6.8
2006 258676 71.1 19.3 29 6.7
2007 280508 71.1 18.8 33 6.8
2008 291448 703 18.3 3.7 7.7
2009 306647 704 17.9 39 1.8

# 20 TRLX YRR O
il PR EREEE 2010] 12XV

— OHOHBEE LT, #EROARFLORETITRERBOFRPR LWV ERET D,
ASTATBOE NRGF EESENTFEAT RIETDIZ K D & PEIT 1978 O SCEMALARED 30 FRITH 7= -
T LT 10%H1#EORERCTEREZER L THERE =_oRFREIC k72, ZOEHDME
I DB LS, FICEEEROBRABIMIL > THEbINbDTHLD, Ak,
72 EAbA =RV F —8 JOMh o ARG - EEFEMEOWEBE O A L7256 LT 5 (£ 2),
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LIl ST T2 BIRAITAR R s « PURSFEHERICHIT TITEIZEZ LTWh LE2 6D,

ZOHDBHME LT, HEEESNHOENRFET B D, BBC NEWS JAPANIZ KD & BIRFA
T EE RS O KE T 2028 FE TIIBBRE—-ORFRETH LT 2 ) B &KL T
A ETRINTND, INETHEITEEZHRESR EEEFRLTWDIR, Z<OETIHZ
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AL LTWD L TRITE S,
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REEEMR] 2k D L. RERESUUMREESRFER Ui THEARERSR R (2008) ] ofid
Tix, PEEROBLOEWVAESREE LT, REFRMEN 3 FEICELEZED W, F
Too HERMR LIRS N2 D T6.4%703, BT DEEIGYICHOWT PEFICEA BL W
TELETHIZ R LRI L TR Y | EROBRAHITHT 2 ERNEEY 20ob D Z RS h
2o BUE. HRAIICEH SDGs AIEZ HIL TV T, BUFLARED A7 & FE A RIS B AR
IZBD TS, ZO LS RERIEFETHHSN TR0 ed, v~ 22 I b T ROBLOZEL A ]
EICHR 2, PEENOBREEEY - REGY - EHEEMEN S 7 n— VB O KEEL (]
BEfb) & ZORBERGET 2 KO R o A 02 U —FHE T, BREMEOHEN KIFIZEML
TW2, 2 &b, PEYRIZEROE#E K L TR Z2ITEIZ &L > TV DD TRV E
HERITE S, Lo T, HED Z4E TREIBAICID MLTe Bk & U CREERBII T 280 21k
NEF H D, DATE Tt REMBITHEORFRE 2 L2250 s LTHEEMIEX
LI TELR, IETITREMEZ L L T Z EIFHEORFERER EE2MRFT 572D T
b LWV BEEMREITBIRNBY S>0Od D,

1l

4. PEOERY HH

4.1 ChETCOHREOERY A

R EEE BT R/LX —IT 2B 2015 4E0D COP21 (21 [l B OXEZEBIMSH AR E =
i) CEHIRS NI MEEZ R THAD L, BERE L TOREZRAFEIT2 2H 0, ol TR
DOFEIRIR ERAEEEEGUANC AT 2CL ) RS R D, LECIKMA 28 N%ET5) &
[TEBNEY B MAOERDET AHELZ E—27 77 ~ L, 21 LT, BEDRE
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NENOENBEEZLTD &) Y MABTToiL, TORERPEIL 12030 42 % TIZ GDP Y7z
D OJFHATHEL R % 2005 AT T 60~65%HI L, R B R BP0 ¥ — 7 ITET
2] LW BEES T, ZORE R AEEZERT 5720 HEIZO < S OHI# 2 K> T X
DFELWVEIREEBT 7, AR ETE AN MERBR SRS DT FERE B L D & | 5 13 IRILHEEETE (2016
~2020 4F) TIZH{L GDP "R FHEHBED 18%EIIk & BT =23, BT 21. 8% Ml i & 1R

ORI LTz 2020 4 TOREHEHEIR B A RTE L CiER L (K2) . Hlatts v

B2 : A EToOCO2 HEH BT HLAL A B A &5 R
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AT 47« U [AFPBB News| (2L DL, 20 BEOERICITE =X FESCH TR/ X—H
~OMBEHIEZ AT LIz 2 & KB AB#EE O a CRIRFERFEELEL TV L NS &
&L I3 S yAFEFHEHIH, PEIIKIEE, BFRE, KBOLREE, ER P oOFT IRED
R RIR EL < DI TR —Z o720 5 Z & BEHBIBI 2RI Lz 2 &2 L3
LD, TIHITRERF AN TESSE) | THARBRYE) | [HRHEIG]) O TE T
Bk 2 < & o Tz, FEBRIZ 2020 FITITHT = 1L ¥ — O RGE B EIEATE L T 10% 2L BT
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BTz, 2 HOFEEICL Y FEIIBURFRICIAT TORBEHR~L ML LOD 2 L
Lo,

4.2 SETPELIRENEIMY A

%14 R 5 o FEFHEIIR] (2021~25 4E) BHICI\WDTITHAL GDP = % L ¥ —HH % 13.5%
BB L . HA6Z GDP Wbk FRHEHEZ 18%HIET 2 L s MR (UFRBL 2T sk
WEEE) ZITHH L, BERNAAKEEE ORI HEE L O, FATE, 0% 14K
5y HEEHE &N W E A5 CH L 12030 455 T GDP 2472 ¥ DB Pk H B % 2005 4R IZ kL
AT 60~65%HIE L, FAFIC M RBHFHOE—7I#ET D) LD BIEEZERT 572012
B RBORPN LB TH D, 2825, THIBRFE) 32 HBICTE 2 b0 TR, THEHE
5l Ao EEICHR S BN 2 DI N TR 2R L TN D ER DR 7o
TLEIARBIER S D72, 725~ LE LT B LRFEYEH AN D723 2 U0 #7032
HCThHHENOLTHD, ERICTEHOBIRE Lol ¥ —RECERESEILTHE, avY LT
ATy R wy F UV CHERREEBED LT Ly 7 A - U4y RU—ARKIE, 8
TIME~DFE A~ — A1F 20 FARE THERF SN D ATRRMESIEF IS @ < . RREH O F A TaE— 1L
XF—HEROFRLEH O b FITET DA ] LiE->TWD, Fio, TEYRHEITEMHEIEOE
NBBEELTHEESbhTERY, & CCC A5 ¢ 7 /N7 A NEWSWEEK HARRIC L 5 &,
EAERERES [EEGHREO Y - TAEEIT 4 A ORRER RSB W T IEEEHICE VT,
HEFHIIRESNEBL L TRV LEEoT, 2o X 51T, TEITE M & B o5 ORAM T
IZRA TV D T2 E Uiz I bR B EHIEIC S22 N DI MR METH D,

5. HR~DEE

5.1 EOIYHEHDFEFE

A T4 EOEBY M) 2553025 L9 ICHEE EE e ) [TkE<HBKL, ZhETO
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GEY ANTZ Y | R ENZ BB D 22 W EIRIZ DV T b BRI BLE CREUCHER L7z v | HE
D ENEREH VT G R 7o R A BHRAIC A T2 0 | IR AR R SR L L 2 Fifie r RE
REERO—BRE UTHRISHIIZE Y JLATZ YD 32 L8R T b5,
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LTERSNTEL I LIFMIOEICORE, T L TERDEH~EFETEonT 252720
TIRRWNEE XD, ZOX ) RBEFERESCHSMEIISHNRO [R72H ] OB R
KHEDo TN ZETHLHDOT, fAFE L TREETHRD T—A—ARA SDITEIEZ A
DETUENRHD LK LT,

6. &I

DL OEBEIZH Y TITED Z & Th DA, BIEMRICER D T A2 138D v | BiRERIC
BOTEEOHRBREICHE L7z & 22Tl | FRSETEBRODLOTH LD, Lok
LEMLEROBEVR DD, Lo T, ZORRFLIZIANT COHREOEBLA EOFEREZ R~ TR
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ZE TR
(770 BRFEBETPE, i M) EMoRET (2021, 5. 23)
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https://jp. reuters. com/article/climate—change—china—power—idJPKCN2D20AQ
- A5 AR (2010.12.15 ) T 259 1] k% REtso 7 PEAOREE#R—PEERRE VX X
IE - 7 U7 ETBERSE ] BRESHE K-ZO0NE.
https://www. k-zone. co. jp/study/learning/emerging/china03/09. html
cBRT VX —IT (2019.11.27) [ E6MT 7220 [RUHE] ~ahideE o7z oh 2 Fh
Tebidfia T R& N~ RFEEE
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i f R FE &3 2 HARDFRECE Y filA gl (2021) BRSNS ©2 7
https://www. apiste. co. jp/column/detail/id=4800
<CCC AT 4 7/ A (2021.5.23) [HiRFEHETHE FETHETR LD [HRSERHE]
B SIMEDMIET ) NEWSWEEK H AR
https://m. newsweek japan. jp/stories/business/2021/05/post-96340_3. php
- g \RIEFIEEZGE [HESEHEE 2010 B EHSE v
https://spc. jst. go. jp/statistics/stats2010/index. html
- RRUFPEZEMTZERT (2009.12.25)  THERE DR/ F — o ORI & pli R OFHe iTREME |
https://www. rieti. go. jp/users/china—tr/jp/091225kaikaku. html
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https://www. bbe. com/ japanese/55457085
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TAVHNE, T—=I N, T~ T2 AT w7 Ty T ALEY [GAFA] LTS
4 OOERIT EENMFEL, PEITIETAAL Ry, TV Tk b 7Z7—U=ADbHK
D TBATH] &MHIND 4 SOER ITREMNFET D, ZOLR—F T, 7Y &7 AN
LWV 9 2 KE av—2E¥E, W ONDTF—F LEENENLIET S,

2. EaR—RDBHEDKR

[Ea~v—2R] &iF, A% =%y b LT BEREIEKEET, Ea~v—R2FREL<
531} T BtoB & BtoC @ 2 DOFEERH 5, BtoB NEEMOEG|TH D DIZH L, BtoC (T3 L
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BOFEZ BT D 2 L1303, 1RO BtoB-EC il isiE 7 Jk 3500 /5 KL TH Y | BtoC-
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Carbon dioxide (COz) emissions from the bumning of fossil fuels for energy and cement production. Land use
change is not included.
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Source: Global Carbon Project; Carbon Dioxide Information Analysis Centre (CDIAC)
Note: CO2 emissions are measured on a production basis, meaning they do not correct for emissions embedded in traded goods.
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Ownership Reform in China:
What Should Be Done to Improve Business Efficiency at China’s SOEs?
Keiichiro Kataoka

Sophomore, Faculty of Economics

1. Introduction

“What comes to your mind first when you think of ‘China’s big companies’?” In response to this
question, most Japanese students will give the names of some well-known private companies such as
Alibaba, Baidu, and Tencent. Though being under the control of the Chinese government, they increased
their influence during the coronavirus pandemic as they provided important public services like health code
applications for deciding the users’ risk of virus infection. Because they are so large and globally known
that they may seem to be leading China’s economy. However, the truth is that there are numerous state-
owned enterprises that are much larger and more influential. Take, for example, the Fortune Global 500, an
annual ranking of the top 500 corporations worldwide as measured by revenue published by an American
multinational business magazine Fortune. Among the top-thirty Chinese companies listed in Global 500 in
2021, more than 90% are state-owned enterprises (SOE) while Wal-Mart was ranked number 1, and Alibaba
was number 132. When it comes to the revenue size, China’s SOEs have enormous power, but they are also
facing various challenges. This report aims to explain characteristic features of China’s SOEs and examine

China’s ownership reform focusing on its present situation and challenges lie ahead.

2. What Are China’s SOEs?

China’s SOEs can be found in various sectors such as social infrastructure, natural resources, patent
management, and investment. Examples of SOEs include CRRC (I EHE) and COMAC (FEERAR
#%). The former is known for its vehicle construction for Indonesia's high-speed rail project, for which
contract China won after a fierce bidding competition with Japan. The latter is a company that developed
China's first domestic commercial aircrafts.

Although China’s SOEs generate huge amount of gross revenues, those listed in the Fortune Global
500 make only a small contribution to China’s export industries, causing inefficient allocation of resources.

One relevant factor behind this problem is that SOEs receive various types of preferential treatment
from the central government such as the land purchase at lower prices, easy access to the government funds,
and the government’s fiscal support to make up their deficits. These treatments have made them less
motivated to improve efficiency than private companies are. It should also be noted that the managers of

SOE:s are civil servants. This implies that top executives are not expected to take the responsibilities for
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business management, causing the malfunctioning of the corporate governance and the lack of enthusiasm
about profit seeking. Thus, building a good corporate governance system will be the most indispensable to

enhance the business efficiency of China’s SOEs.

3. What Is Corporate Governance?

Corporate governance is one of the key terms of this report. According to a concise definition by
Masako Egawa, an adjunct professor at Hitosubashi University, the purpose of corporate governance is “to
maximize the stakeholders’ interests by promoting and supervising the efficient resource allocation by the
management board of a business corporation” (Egawa, 2008). As this definition suggests, corporate
governance is crucially important for the enhancement of business efficiency, and this will also be true for

China’s SOEs.

4. Measures Taken So Far: Introduction of Mixed Ownership

For the enhancement of business efficiency of China’s SOEs, privatization will probably be the best
option; however, this is not likely to be a very practical solution in China today. Are there alternative
methods for promoting fair competition among China’s corporations? The introduction of a mixed
ownership of SOEs is one of the methods China has employed. In the reform policy implemented in 2017,
the Chinese government articulated that it would improve corporate efficiency of the existent SOEs by
strategically increasing private-sector investors and resultantly reducing the proportion of state-owned
shares. This policy is based on the fundamental assumption that the diversification of shareholders will
effectively lead to the introduction of mixed ownership of SOEs.

China Unicom provides a typical example of China’s enterprise ownership reform achieved by the
application of mixed ownership. It is China’s third largest state-owned telecommunications company after
China Mobile and China Telecom, and it is one of China’s A shares listed on the Shanghai Stock Exchange.
In order to reduce its state-owned capital, China Unicom issued new shares which are generally only
available for purchase by Chinese investors and transferred some of its shares to the private sector. More
specifically, the company raised the funds in the aggregate amount about 78 billion yuan by adopting three
methods as follows. First, through a third-party allocation of shares, it issued new shares at RMB 6.83 per
share, with a maximum of about 9 billion shares, and allocated them to specific investors. A second method
was share transfer: China Unicom Group transferred about 1.9 billion shares for RMB 6.83 per share to the
National Fund for Structural Adjustment of State-owned Enterprises (state-owned capital). Third, it
introduced an employee stock ownership plan, allowing the members of the executive board to acquire

newly issued shares for RMB 3.79 per share, up to a maximum of about 848 million shares. As for the
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results of the reform, see Figure 1 below.

Before the reform After the reform

China Unicom Group 36.67%
Other state-owned capital 16.33%
Private companies 18.52%
Private funds 0.33%
Employees 2.70%
Other stockholders 25.40%

+ China Unicom Group 62.7%

+ Other stockholders

Figurel: China Unicom Shareholding Ratio Before and After the Mixed-ownership Reform!

As aresult of the reform, China Unicom Group's shareholding ratio dropped from 62.7% to 36.67%,
but it has continued to be the largest shareholder of the company. In addition, if their shares are combined
with those owned by other state-owned capital, the company still holds about 53% of its total shares. This
means that the non-state-owned shareholders including the private sector have only a limited influence over
the company’s decision-making. Thus, China Unicom’s ownership reform ended up merely diversifying its

shareholders but has failed to establish strong corporate governance.

5. The Solution Proposal

The solution to the challenges in China’s ownership reform discussed in the previous section lies in
the implementation of the three strategies as follows. First, state-owned capital should be allowed to be the
largest shareholder of a SOE, but it should not be allowed to hold more than half of its shares so that private
shareholders will be able to hold more than half of the shares. But the state-owned capital will continue to
be the largest shareholder because the Chinese government is unlikely to completely give up its control
over the SOEs.

Second, it will be necessary to raise the pay level for executive positions of SOEs and stop applying
the civil servant status to those positions. In “the Decision of the CCCP on Several Primary Issues
Concerning the Reform and Development of State-Owned Enterprises” adopted at the Fourth Plenum of
the 15th Central Committee of the Communist Party in 1999, it was stated that the application of civil
servant status to executive positions would be abolished. Nevertheless, recent years the conventional

practice has been employed again. The Communist Party's central and local organizing departments have

! Figure 1 was created by the present author based on Table 2 in Kwan (2020 ), page 12.
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been giving civil servant status to the SOE managers again and thus regained personnel rights from the
state-owned asset management department and the board of directors of SOEs. This has secured an avenue
open to senior party and government officials to gain a post in the SOE management, allowing those with
no experience in corporate management to become presidents or chairmen at SOEs. Consequently, open
recruitment for the SOE managers has ceased to function, and the same pay structure as the one applied at
the Communist Party and the government has been applied at SOEs as well. This has caused a lower pay
level for the SOE executives compared to that for the executives at non-SOEs, it will be unlikely that
talented personnel will find the managerial positions at SOEs very attractive. Thus, the status quo of China’s
SOEs reform is far short of the achievement of management efficiency.

Finally, it will also be effective to acquire executive board members from outside SOEs and have
them observe the sound function of corporate governances. Currently, the Communist Party not only
oversees SOEs but involves itself in their decision-making process, consequently weakening the authority
of the board of directors and shareholders. If this situation continues, strong corporate governance will
never be built or maintained in China’s SOEs. For the protection of the rights the board of directors and

shareholders, it will be urgently necessary to hire external personnel and construct an internal audit system.

6. Conclusion

In recent years, the Chinese government has been increasingly strengthening its control over China’s
corporations. This paper suggested the introduction of mixed ownership as one possible solution to the
stagnation in China’s corporate governance reform; however, as discussed above, mixed ownership does
not perfectly solve the challenges for China’s SOEs. If the current situation continues, China’s ownership
reform will doubtlessly end in failure. In its “Guideline to Deepen Reforms of SOEs” issued in 2015, the
Communist Party proclaimed its intention to strengthen its control over SOEs as well as to implement
mixed-ownership reform. This means that the SOE executives will need to not only fulfill their
responsibilities for the board of directors and corporate governance but also follow the party's guidelines.
If any contflict occurs between the SOE’s executive board and the party, the latter’s instruction may prevail
over the former’s decision. In other words, the introduction of mixed ownership has been simultaneously
strengthening and weakening the corporate governance at SOEs. This kind of contradictory reform will end
up diversifying shareholders as seen in China Unicom but will never bring about strong corporate
governance. As repeatedly discussed, management efficiency at China’s SOEs will never be achieved
without good corporate governance. This will be true for Japan, where companies such as Japan Post and
Japan Airlines have illustrated that the absence of good governance not only decreases management

efficiency but also results in huge losses. As Section 5 has suggested, the key to China’s ownership reform
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will be to foster good and strong corporate governance. We should pay close attention to the future

development of the reform at China’s SOEs.
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Solving the Dilemma in China’s Primary Education
Kokoro Kojio
Sophomore, Faculty of Economics
1. Introduction

Leonardo De Vinci, a great figure of the Italian Renaissance, is widely known as an all-round
intellectual or “a Renaissance man.” The notion of a Renaissance man is attributable to the 15th-century
Italy, where an ideal man was defined as someone who possessed universal knowledge and displayed his
abilities in diverse fields of science. Da Vinci achieved great success in a range of fields and exemplified
an ideal man of all-round genius. Today, however, the academic field of studies is increasingly specialized.
As Jones (2005) has noted, the technology advancement and the expansion of human knowledge forced
scientists to specialize in narrow areas of expertise, resulting in “the death of ‘the Renaissance Man’"
(p-308).

Curiously, however, rural China today, especially its education sector, has lately seen a phenomenon
which seems contrary to this growing specialization of knowledge: Zhang, Yang, Fan, & Huang (2015) has
reported that about 67,000 schools in rural China are being operated by only one teacher, who teaches all
the subjects to the students of all the grades. These teachers are, in a sense, forced to perform a difficult feat
as “the “Renaissance Men” in China in the 21st century, and such a learning environment has been a cause
of rural children’s limited access to quality education. Are there any measures that can relive both the
burden on rural teachers and educational inequality in China today? This paper analyzes the difficult
dilemma posed for the primary education in rural China and aims to suggest the use of ICT as an effective

measure to alleviate the disparity between rural and urban education in the country.

2. The Conflict Between Education Quality and Efficient School Management

One prominent problem in primary education in rural China lies in one-teacher schools. Typically, at
these schools, one teacher needs to take the full responsibility for the curriculum design, the school
administration, and even the facility maintenance. The challenging work environment like this has deprived
the teachers of the time for lesson preparation and a supportive peer network. These problems have
negatively affected the development of teaching skills of the teachers, which, in turn, has limited the
accessibility to quality education in rural schools. The number of full-time teachers in rural China decreased
from 3.23 million to 2.81 million during the five years from 2012 to 2017 (as cited in Li, Shi, & Xue, 2020,
p- 1). While the total number of the teachers in kindergartens and high schools in rural areas have unchanged
in the last five years, primary schools and junior high schools have seen a reduction (Figure 1). According

to the study by Wang and Su, about 80% of teachers in Yunnan province hope to find a teaching job in
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urban areas (as cited in Li, Shi, & Xue, 2020, p. 4). It is concerned that the steady decrease in rural teachers

is likely to accelerate the increase of one-teacher schools in rural areas.

The number of rural teachers (From 2012 to 2017)
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Fig. 1: The transition of the number of the teachers in rural schools (2012 —2017)!

Another big challenge for rural schools is the problem of school closures and consolidations. This
problem is often attributed to the policy and reform of China’s education system. In 1993, the central
government required the local governments nationwide to maintain an appropriate number of schools to
ensure educational opportunities for every school-aged child. This policy resulted in over 170,000 small-
scale schools with less than 100 students. However, this simultaneously increased the financial pressure on
the local governments. Furthermore, with the aim of reducing farmer’s financial burden, the central
government simultaneously implemented a tax reform in rural areas and abolished the local educational
surcharge taxes. However, this abolishment strained the local public finances because the educational
surtaxes had been a vital revenue source for the local educational expenditure. Out of financial drought,
many local governments had no other choice but to reduce the number of schools, and since 2000, school
closures and consolidations have been another serious problem in rural education. Rural schools, especially
those of primary level are the main target of school closures and consolidation. According to the data from
Educational Statis Yearbook of China (2000-2016) and Statistics Yearbook of China, more than 90% of the

school closures from 2000 to 2016 were those of rural schools, of which 93% were primary schools.

1 The graph is cited from Li, Shi, and Xue (p. 1). The original reference source used for the creation of the

graph is available on http://www.moe.gov.cn.
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School closures and consolidations have significant implications for the lives of rural students and
their parents. For instance, students are often required to commute longer distances to the school nearest
from their homes. Longer commuting time and distance can also increase students’ risk of getting involved
in a traffic accident, and a greater distance to school means an increase of commuting or boarding cost,
which imposes an additional financial burden on parents. Furthermore, Hannum, Liu, and Wang (2021) has
reported that school consolidation can lower the school enrollment rate, especially of girls. According to
their analysis, the parents of school-age girls are reluctant to send their daughters to school because they
are concerned about the children’s safety on their way to school or need them as the female workforce for
the family business or household chores. Furthermore, the problem of school closures and consolidations
is intimately linked with the question of internal migration. Jing and Chunbing (2016) found a close
interrelation between the decreased number of primary schools in rural areas and the internal migration to
urban areas. Since some of the migrant families take their children to urban areas, it often results in a
decrease in the total number of rural students, which consequently causes school closures and

consolidations in their home residency.

3. Can Distance Learning Close China’s Education Gap?

As discussed in the previous section, primary education in rural China has been facing a difficult
dilemma. From the local governments’ perspective, school closures and consolidations intended to maintain
rural education at an affordable level. However, drastic reduction in local schools inevitably imposed a
financial burden on rural parents, and the increase of small-scale schools operated by a single teacher is
often detrimental to the learning opportunities of rural students.

Since 2000, the Chinese government has invested more than 11 billion yuan into the educational use
of ICT (or Information and Communication Technology) in primary and secondary schools and has
implemented a series of remote education initiatives to provide equal access to internet resources
nationwide. The success in these initiatives will depend on the creation of efficient peer support networks
that can help the teachers in disadvantaged areas, especially those who are operating the school all alone.
The potential of the ICT-supported collaborative teaching has been much explored now, and the
government-led ICT initiatives have contributed to the development of some innovative teaching models

over the last decade.

4. The Remote Synchronous Classroom (RSC) Teaching Model

As Yang, Zhu, and MacLeod (2018) has reported, the Remote Synchronous Classroom (RSC) is an

innovative teaching model that was fostered through the government-led ICT initiatives. In this model, a
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rural teacher is digitally connected with an experienced teacher in an urban area, who is fully responsible
for the selection of lesson content, the organization of the course schedule, and the synchronous delivery
of the lesson for rural students via telecommunication technology. In this system, the experienced urban
teachers play the role of a class lecturer, allowing the less experienced rural teachers to focus on supervising
individual students in the classroom side by side. According to Liao, Cheng, and Wu (2017), in Xi'an,
Shaanxi Province, where 28 out of 128 primary and secondary schools are one-teacher schools, this model
benefited more than 600 students and 40 teachers in 31 rural schools for three years from its first adoption
in 2014. Generally, the teachers in one-teacher schools in rural areas are underqualified to teach specialized
subjects such as art, music, and English. The RSC model will solve this problem because it can help those
schools expand their course curriculums and offer high-quality lessons in a wide range of subjects. Another
prominent merit of this model is that it provides the less experienced rural teachers with the mentorship by
urban experienced teachers, which, in turn, gives positive impact on the academic achievement of rural

students as well.

5. Conclusion

The school closures and consolidations in rural China initially aimed at the increase in the efficiency
of rural school management. However, the reduction of rural schools negatively affected rural students,
their parents, and rural teachers, and resulted in the increased the educational inequality between rural and
urban China. Given the increase in the internal migration and the decline of national population in the wake
of one-child policy, the local population of rural areas is estimated to decline further. Based on this
assumption, neither the adequate number of schools nor appropriate school distribution will easily be
achieved.

In the last two decades, China’s central government has successfully promoted education equality by
encouraging the use of ICT. In addition, the COVID-19 pandemic has promoted education equality. Among
various forms of online learning, the RSC model has a great potential for remedying the dilemma in the
primary education in rural China. In this model, skilled teachers in urban areas provide not only advice but
also an incentive for rural teachers to enhance their professional skills. Furthermore, in the RSC, students
learn under the teacher’s close supervision and enhance their powers of concentration. Another point that
deserves a special mention with this model is that students do not have to have internet access at home.
Limited access to quality education is a serious challenge for rural China, and it is unlikely to be completely
solved shortly. However, the RSC model can complement human factors such as lack of teaching
experience and techniques, and, therefore, it will enormously contribute to the promotion of equal education

services across China. Given that primary education is the key to opening the doors to knowledge, China
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should urgently address the current rural-urban educational divide and provide every child across the nation

with equal access to quality education.
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China's Decarbonization Agenda as a Window into the Future of the Planet
Mariko Sadamichi

Sophomore, Faculty of Economics

1. Introduction

In recent years, efforts to tackle environmental problems have become increasingly popular, with the
adoption of the Sustainable Development Goals (SDGs) at the United Nations Summit in September 2015.
Among them, this paper will place a special focus on the efforts toward a decarbonized society. Carbon
dioxide has a major impact on global warming, which in turn leads to a rise in air and water temperatures,
abnormal weather, crop failures, and health problems including heat stroke. In order to deal with these
various problems, decarbonization has been proposed as a means of curbing the root and is currently being
adopted by many countries and is attracting more and more attention. This paper was particularly inspired

by the fact that China has continued to achieve its highly ambitious decarbonization goals.

2. The Current State of Decarbonization
2.1 Decarbonization: A Definition and the Criteria for Achievement

As mentioned earlier, aiming for a decarbonized society could result in solving other global problems.
However, many people might have the misconception that this decarbonization means zero emissions of
carbon dioxide or other harmful substances. Therefore, before looking at China's efforts on decarbonization,
this section first clarifies what kind of situation is referred to as decarbonization. According to Apiste
Corporation, a decarbonized society means a society that aims to achieve "virtually zero" emissions of
greenhouse gases which cause global warming, and "virtually zero" can be defined as "zero emissions", a
recycling-oriented society that makes effective use of resources while minimizing emissions and waste, or
"zero absorption”, a society in which the amount of carbon dioxide emitted is offset against the amount
absorbed. The term "carbon neutral" is also used as a synonym for a decarbonized society, meaning
"virtually zero". This does not mean that carbon dioxide emissions are completely eliminated, but as a result
of subtracting the amount absorbed by forests from the total amount of greenhouse gases emitted is virtually
zero. Therefore, it can be seen that the criterion for achieving decarbonization is (greenhouse gas

absorption) > (greenhouse gas emission).

2.2 The Current State of Carbon Dioxide Emissions in China

The criterion for achieving decarbonization is now obvious that the amount of absorption by forests

and other sources should be greater than the amount of greenhouse gas emissions. These greenhouse gases
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Figure 1: Emission rates by country
From: Greenhouse Gas Inventory Office / Japan

Center for Climate Change Actions (JCCCA).
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include carbon dioxide, methane, nitrous oxide,

and chlorofluorocarbons. However, carbon
dioxide has the greatest impact on global
warming and reducing emissions of this
compound is the most important issue. Seeing
carbon dioxide emissions by country, based on the
Japan Center for Climate Change Action
(JCCCA)'s "Global Carbon Dioxide Emissions
(2018)" (Figure 1), it is shown that China emitted
the most carbon dioxide in the world in 2018. It is
predictable that this result is a consequence of
China's reliance on coal as its main source of
energy. Looking specifically at the proportion of
coal in primary energy, referring to the Japan

Center for Climate Change Actions (JCCCA)'s

Table 1: Primary energy composition of major countries (2018)
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"Primary Energy Composition of Major Countries (2018)" (Table 1), it accounts for 58.2% in 2018, which
is the highest proportion among major countries. This figure shows how dependent China has been on coal.
Therefore, in order to reduce carbon dioxide emissions on global scale, China's cooperation is inevitable,

and this requires China to reduce the proportion of coal in its primary energy mix.

3. The Main Reasons for China’s Commitment to Decarbonization
It could be said that China's growth to date has been coal-driven, so why would China be willing to
decarbonize, or in other words, give up the growth that coal brings to the table in order to confront

environmental problems? This section will discuss the reasons for this question from three perspectives.

~ IRLE—EREE IXLF—HRBRICSHHLE (%)

(Bromep) EM | EM | FEMIZ kA RFHRHRR
1978 57144 70.7 22.7 32 34
1980 60275 122 20.7 3.1 40
1985 76682 75.8 17.1 2.2 49
1990 98703 76.2 16.6 2.1 5.1
1991 103783 76.1 17.1 20 48
1992 109170 75.7 17.5 1.9 49
1993 115993 74.7 18.2 1.9 5.2
1994 122737 75.0 174 19 5.7
1995 131176 74.6 17.5 1.8 6.1
1996 135192 735 18.7 1.8 6.0
1997 135909 714 204 1.8 6.4
1998 136184 70.9 208 1.8 6.5
1999 140569 70.6 21.5 20 5.9
2000 145531 69.2 22.2 22 6.4
2001 150406 68.3 218 24 1.5
2002 159431 68.0 223 24 1.3
2003 183792 69.8 21.2 25 6.5
2004 213456 69.5 213 2.5 6.7
2005 235997 70.8 19.8 2.6 6.8
2006 268676 AR 193 2.9 6.7
2007 280508 71.1 18.8 33 6.8
2008 291448 70.3 18.3 3.7 1.7
2009 306647 104 17.9 3.9 18

Table 2: Total energy consumption and composition

From: National Bureau of Statistics of the People's Republic of China.

The first reason is that it is difficult for China to sustain conventional economic development under
the coal-centered conditions. According to the Research Institute of Economy, Trade and Industry (RIETI),
China became the world's third largest economy by achieving high growth at an average rate of around
10% over the three decades since its reform and opening-up in 1978. The growth at that time is said to be

"extensive style" and was mainly brought about by the increased input of production factors, leading to a
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rapid increase in the consumption of fossil energy such as coal, crude oil, other natural resources and key
raw materials (Table 1). In coal-based China, the expansion of economic scale and the rise in both income
and consumption levels have directly contributed to the increase in energy consumption and carbon dioxide
emissions, which was especially from coal. The "high-carbon" economic development model has led to
fierce competition for resources and overexploitation of resources both inside and outside China, which has
also contributed to the increase in emissions of carbon dioxide and other greenhouse gases. And it has been
determined that economic development at this rate is clearly unsustainable, so we can assume that China’s
motivation for addressing decarbonization is resulting from this.

The second reason is the pressure from the international community: according to BBC News Japan,
China is currently the world's second largest economy and is expected to overtake the United States, the
current world's largest economy, by 2028. China used to claim that China is a developing country, but there
is a discrepancy between China and other countries. It is predictable that China is trying hard to decrease
the amount of carbon dioxide because many countries are criticizing that such an economic powerhouse is
a developed country.

The third reason is the widespread interest of global warming and growth of awareness in
environmental issues among Chinese people. According to "The Environmental Awareness of the Chinese
People Beginning to Show Changes" written by Mr. Li of NIES Corporation, in the survey of the China
Public Environmental Protection Index (2008) published by the China Environmental Culture Promotion
Association, environmental pollution was the third most concerned social issue among Chinese people. In
addition, 76.4% of the people surveyed answered that environmental pollution in China is "very serious"
and "relatively serious," indicating that the public is becoming increasingly aware of the environmental
crisis. Currently, the SDGs are being advocated worldwide, and not only governments and corporations but
also individuals are actively working to protect nature. Since this trend is no exception in China, the mass
media is also sensitive to the changing concerns of the public, and there has been a significant increase in
environment-related reporting such as environmental pollution, food contamination, and health problems
in China. Also, various documentary programs examined climate change (global warming) and its effects
on a global scale. From this fact, we can surmise that the Chinese authorities are taking proactive actions
to reflect public interests.

Therefore, the reason why China has been so energetic to this problem is because there was a change
in the perception of environmental issues. In the past, environmental problems were viewed negatively as
something that would inhibit China's economic growth, but in recent years it is vied positively that dealing

with environmental problems is a way to maintain China's economic growth.
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4. China's Approach to Decarbonization
4.1 Initiatives That China Has Implemented So Far

Looking at the Paris Agreement adopted at the COP21 (21st Conference of the Parties to the United
Nations Framework Convention on Climate Change) in 2015 with reference to the Agency for Natural
Resources and Energy of the Ministry of Economy, Trade and Industry (METTI), there are two major overall
goals: "to strive to keep the global average temperature increase well below 2°C above pre-industrial levels
and to limit it to 1.5°C”. The other is “to peak out the world's greenhouse gas emissions as soon as possible
and achieve a balance between greenhouse gas emissions and absorption (by forests, etc.) in the second
half of the 21st century”. As a result of the Paris Agreement, China has set a goal that "by 2030, reducing
unit emissions per unit of GDP by 60-65% compared to 2005, and reaching the peak of carbon dioxide
emissions in the same year”. In order to achieve this high-set goal, China has listed more detailed targets
in several time periods. According to the Institute for Global Environmental Strategies (IGES), the 13th
Five-Year Plan (2016-2020) called for an 18% reduction in unit GDP carbon dioxide emissions, but actually
achieved a 21.8% reduction, achieving the promised carbon emission reduction target by 2020 ahead of
schedule (Figure 3). According to AFPBB News, China's efforts done to achieve this goal were the
implementation of subsidies for energy-saving home appliances and new energy vehicles, the
encouragement of the eco-friendly and low-carbon development for the home appliance and automobile

industries, used emission amount trading, and during the 13th Five-Year Plan period, China maintained its

Figure 3: CO2 emissions intensity reduction targets and results to date
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position as the world's No. 1 in many indicators such as hydropower, wind power, solar power, and the
installed capacity of nuclear power under construction. In terms of environmental economics, these
measures can be categorized as "awareness-raising," "technology development," and "emission amount
trading," and many of them were effective. In fact, by 2020, China have sold more than 1.3 million new
energy vehicles, an increase of more than 10% over the previous year, and by the end of 2020, the installed
capacity of clean energy power generation have surpassed that of coal-fired power for the first time. With

these achievements, China has made its stance on decarbonization known to the world.

4.2 Initiatives That China Should Launch in the Future

In the outline of the 14th Five-Year Plan period (2021-25), China set binding indicators (targets that
must be achieved) to reduce unit GDP energy consumption by 13.5% and unit GDP carbon dioxide
emissions by 18% and summarized its overall policy of proactive climate change measures. Now, a new
policy is needed to achieve the goal that "by 2030, reducing unit emissions per unit of GDP by 60-65%
compared to 2005, and reaching the peak of carbon dioxide emissions in the same year” which was set in
response to the 14th Five-Year Plan and the Paris Agreement. This is because "technological development"
is not so easy to achieve, and countries complying "emission amount trading" might decrease as the
challenges imposed on other developed countries are becoming severe, so efforts to reduce carbon dioxide
emissions must be as stable as possible. In fact, referring to the current situation in China as compiled by
Reuters, Alex Whitworth, head of research at consulting firm Wood Mackenzie, said, "the movement of
investment in the power grid is very likely to be maintained until the end of 2020, and the cost will be five
times building new renewable energy power plants in the same period". Also, Chinese officials are also
said to be concerned about delays in technological development, and according to CCC Media House
NEWSWEEK Japan, Li Gao, director of the Climate Change Department of China's Ministry of Ecology
and Environment, said at a press conference in April that "no innovative progress has been realized in
energy storage technology”. Thus, China needs to take initiatives that will lead to a stable reduction in

carbon dioxide emissions, as the limitations of both cost and technology are already apparent.

5. China’s Decarbonization Initiatives and Their Positive Impact on the World
5.1 Distinctive Features of China's Initiatives

As can be seen from the previous section, “4. China's Approach to Decarbonization,” China has made
a significant contribution to achieving "virtually zero" emissions, such as achieving highly set targets ahead
of schedule and China can be said exemplary from a global perspective. China has been able to do this by

adopting many of the measures that have been proven effective in other countries, using technologies which
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China has no comparative advantage and take on challenges from a long-term perspective, attempting
measures that are tailored to China's actual situation and unique characteristics, and taking measures to

combat global warming and build a low-carbon society as a means of sustainable development.

5.2 China’s Decarbonization Initiatives as a Positive Impact on the World

It will contribute to the protection of the future of our planet if not only China, but all the nations
seek for the best way to achieve global decarbonization. And what China has accomplished by making the
most of its unique characteristics has given hope to other countries as well as an opportunity to aim for
even higher goals. These environmental and social issues are not only relevant to our generation, but also
to future generations as well. Therefore, we should not remain indifferent to these problems; instead, every

one of us need to take a fresh look at our own actions and take responsibility for what they cause.

6. Conclusion

As is the case with many other issues, the people working to solve the problem will change, and
every generation has an obligation to take responsibility for decarbonization because it is the result of
accumulation rather than the result of large amounts of emissions in just one generation. Viewed in this
light, China's positive approach to decarbonization has become a great opportunity for the country to show

its leadership in the roadmap to global carbon neutrality
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A Comparative Analysis of Amazon and Alibaba
Erika Susaki

Freshman, Faculty of Social Sciences

1. Introduction

Google, Amazon, Facebook, and Apple are the four largest tech companies in the US, which are often
referred to as GAFA by its acronym. Their Chinese counterparts, on the other hand, are known as BATH,
consisting of Baidu, Alibaba, Tencent, and Huawei. This paper takes up Amazon from GAFA and Alibaba
from BATH and compare the two companies in terms of their business practices based on the latest data

available.

2. E-commerce: A Definition and the Current Situation

The term “e-commerce” (EC) refers to all commercial interactions conducted on the internet. E-
commerce can be divided into two types of business models: BtoB (business to business) and BtoC
(business to consumer). While BtoB is the form of business transactions between companies, BtoC is those
between companies and consumers. Btob mainly deals with products such as raw material and mechanical
parts. Although people rarely realize the presence of BtoB-EC markets in their daily lives, the global BtoB-
EC market values $7.35 trillion, exceeding that of the BtoC-EC market valuing $4.28 trillion. On the oter
hand, BtoC refers to the business transactions between companies and individual consumers, and BtoC-EC

transactions account for the bulk of the sales of both Amazon and Alibaba.
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Figure 1: BtoC-EC market size by country, 2019-2020 (Unit: billion USD)

Source: Information Economy Division, Commerce and Information Policy Bureau, METI (2021)
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Figure 1 above compares the BtoC-EC market size among major countries from 2019 to 2020. China
is by far the top valuing 2.297 trillion dollars, about triple that of the US, which values $794.5 billion dollars.
Under the COVID-19 pandemic, the BtoC-EC markets in both countries have been growing rapidly. Most
commonly, BtoC-EC provides online shopping websites. Online shopping websites can be classified into
two types: a shopping mall site, where multiple retailers sell products, and an online shop directly managed
by one designer label like the one provided by UNIQLO. Both Tmall and Amazon.com are examples of

leading online shopping malls.

3. Comparing the Sales by Region

First, Amazon and Alibaba have a difference in the areas they are making their sales. The graph below
compares the two companies to see in which regions or countries they are selling the most in 2020. What
is common to both is that they make more than half of their sales in just one country. Amazon makes about
70% of its sales in the US while it also has customers in other countries including Japan, Germany, and the

UK. On the other hand, more than 90% of Alibaba’s transactions are conducted in China.

Others
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Figure 2: Amazon vs. Alibaba: A sales comparison by region in 2020

4. Comparing the Net Profit Margin

This section compares the two companies in terms of the net profit margin. Net profit margin refers
to the ratio of net profits to revenues for a company. Figure 3 below shows the revenue and net profit made
respectively by Amazon and Alibaba in 2020. Amazon far exceeds Alibaba in the annual revenue, but the

two companies are almost equal in the net profits.
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Figure 3: Amazon and Alibaba: Revenue and net profit, 2020 (Unit: billion USD)

5. Comparing the Business Practices

Figure 4 is a table of the primary business sectors run by the eight tech giants of GAFA and BATH.
Both Amazon and Alibaba carry out a wide range of businesses, including e-commerce, video contents, and
cloud services. It should be noted that this table classifies digital payment services as part of e-commerce,
and therefore, Alipay is considered a division of Alibaba. While Alibaba relies on the e-commerce sector
for its business profit, Amazon earns its profits mainly from Amazon Web Services (AWS).

AWS has the largest market share in BtoB cloud computing services. Cloud computing services refer
to the online services including data storage and data processing tools. AWS specially benefits small to
medium-sized companies, which cannot afford to construct such systems themselves. The operating margin
of AWS is very large, accounting for about 75% of the whole profit.

Alibaba’s e-commerce consists of the business operations as follows: Taobao and Tmall, China’s two
biggest online retail platforms, and Alipay, the country’s largest digital payment service. Currently, over
90% of China’s online payment market has been ruled by two largest services, Alipay and WeChat. FinTech
businesses generally have high net profit margins. For example, during the first half of the fiscal year 2020,
Visa operated on the net margin of 54%, MasterCard on 47%, and Alipay’s owner, Ant Financial, on 30%.
Thus, Alibaba’s FinTech industry greatly contributes to the company’s net profit margin, while there is no
counterpart in Amazon. Such a difference between Alibaba and Amazon has resulted in the higher net profit

margin of the former than that of the latter.
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6. Conclusion

Although both Amazon and Alibaba are known as leading e-commerce companies, there are some
differences between the two. About 90% of Alibaba's sales come from China, a country with a market size
threefold larger than that of the United States. On the other hand, in terms of the sales, Alibaba’s figure
reaches merely one quarter of that of Amazon. In this sense, Amazon can be seen as a stronger monopoly
power in the US than Alibaba is in China. However, as discussed above, Alibaba’s net profit margin exceeds
that of Amazon, making the net profits of these companies almost equal despite a big difference in their
sales figures. This is attributable to the fact that Alibaba runs Alipay, which contributes to the company’s

gross profit as a highly lucrative business division.
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1. Introduction

It is a known fact that there are many Western firms operating in China today. According to China
Radio International, as of 2018, there were more than 60 thousand foreign companies started businesses in
China. However, many of those companies have a range of concerns about operations in China. This report
examines both the benefits and drawbacks of doing businesses in China, especially from Western firms’
point of view.

This report consists of three parts. First, it discusses the increasing importance of Chinese market for
Western firms. Second, it will take up some of the primary concerns of Western firms operating in China.
The final section will look at the latest evaluation of China’s business environment carried out by major

international surveys and examine how it is compared to those of other nations.

2. The Increasing Importance of Chinese Market for Western Firms

Today, the importance of Chinese market for Western firms and businesses has been growing. China
is now the largest destination for foreign investment, especially in such sectors as consumer goods,
technology, and research and development. Obviously, foreign investors are seeing enormous potential in
Chinese market.

First, the significance of Chinese market is attributable to its size and dynamism. With a population
of about 1.4 billion, China is the most populous country in the world. This means that the country has an
abundant workforce which can contribute to its economic growth. Furthermore, having a huge population
also means having a huge number of consumers and heavy domestic consumption. In other words, China
is never short of either the producers of goods and services or the consumers who buy them and bring
profits to the former.

Thus, Chinese market has some special advantages over those of other countries. It is also noteworthy
that China’s consumer spending has continued to grow. From 2010 to 2020, it has grown by a staggering
over 170%, overshadowing the US’s growth rate of 35% (Xie, Jeong, and Cherney, 2021). Currently, the
Chinese citizens in the middle-income group stand at about 400 million, accounting for 30% of the total
population (“China strives to increase middle-income earners,” 2021). As it is often said, a country’s income
distribution should ideally follow the so-called “olive-shaped” distribution structure (larger in the middle

and smaller at each end), and even healthier if the proportion of the middle-income group oscillates between
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60 and 70 %3China’s 14th Five-Year Plan' aims to expand the middle-income share by raising the income
levels of university and vocational college graduates, skilled workers, and migrant workers, and eventually
increase its domestic consumption further.

It should also be noted that China has been increasingly integrated into global value chains. There is
a steady increase in China’s exports of intermediate products, and as of 2018, it almost matched those of
the United States. The impact by the Covid-19 pandemic temporarily shut down the global supply chain.
Nevertheless, Chinese economy recovered quickly and contributed to the recovery of the global economy,

demonstrating the country’s importance in the marketing and manufacturing at the global level.

3. The Main Concerns of Western Firms Operating in China

Though Chinese market has been increasingly attractive, Western companies also have some
concerns about doing business in China, and this section will focus on three of their primary concerns.

First, Western companies are watching carefully the recent changes in China’s business environment
such as the slower economic growth, increased competitiveness of Chinese firms, and the rising labor costs.
Contrary to the common notion that Chinese market has continued to grow rapidly, the annual growth rate
of the country’s GDP is slowing down. In addition, in recent years, Chinese private companies have been
becoming increasingly fierce competitors for the dominant position in the domestic market. Furthermore,
an increasing number of Chinese companies are backed by the country’s tech giants, so Western companies
have found it highly challenging to be as competent and informed as China’s indigenous companies. In
addition, there is a rise of the nationalistic sentiment among Chinese shoppers, shifting away from foreign
goods to made-in-China products. For example, Chinese cosmetic brands such as Perfect Diary and Florasis
are growing faster than foreign brands and gaining greater fame in countries such as Japan. The rise in
China’s labor costs, on the other hand, has been caused by the country’s rapid economic growth and the
resultant shortage of workers. While the total population in China is very large, there has been a labor
shortage in urban and coastal areas, where the country’s businesses are intensively located. The intermittent
raise in the minimum wage by the government is another cause for this problem.

Another issue that worries Western companies is the rising tension in the US-China relationship. In
2018, in order to close the trade deficit with China, then-President Donald Trump declared higher tariffs on

many Chinese products, starting with steel products. In retaliation, China too imposed tariffs on many U.S.

! This plan is part of the medium-term policy framework for 2021-2025, announced at the National People's

Congress (the equivalent of Japan’s National Diet) held in March 2021.
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products. Consequently, the two countries have been locked in a bitter trade war. Naturally, increased tariffs
inevitably cause a cost increase in cross-border trading, thus posing a serious problem for companies. In
January 2020, the U.S. and China signed a trade agreement, under which the U.S. pledged to reduce part
of the tariffs on Chinese imports while China agreed to expand purchases of certain US goods and services.
This deal brought a temporary halt to the US-China tariff war, but the Biden administration has maintained
the tariff measures and trade agreements made by the former Trump administration.

Third, viewed from some Western companies’ perspective, China’s enforcement of laws and
regulations lacks transparency. They complain, for example, that in China, the legal system and procedures
for doing business are still underdeveloped, and that domestic companies are given preferential treatment
than foreign companies are. Some foreign businesspeople have found a lack of consistency in China’s
policy making and law enforcement. Regarding these issues, a detailed discussion based on specific surveys

will be given in the following section.

4. Global Evaluations of China’s Business Environment
4.1 Comprehensive Improvement of China’s Business Environment

The previous section has discussed the benefits and drawbacks of doing businesses in China. This
section will look at the recent global evaluations of China’s business environment based on some major
international surveys. According to the “Ease of Doing Business Ranking” in the Doing Business 2020
research report published by the World Bank, out of 190 countries, China improved significantly from 90th
in 2014 to 31st in 2019, standing on the same position as the OECD average. This result will suggest that

China’s business environment in general has greatly improved in the last five years.

4.2 Polarization in the Global Evaluations of the Efficiency of China’s Legal System

As discussed in the previous section, Western companies have expressed some concerns about
China’s legal system. This section will examine this problem in more details by citing two leading
international business reports, The Global Competitiveness Report 2019 by the World Economic Forum
and Doing Business 2020 by the World Bank. The ability to enforce contracts and resolve disputes is
fundamental for healthy business transactions, but when it comes to the efficiency of China’s legal system,

the international evaluations are currently sharply polarized.
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Figure 1: Contract enforcement ranking (Created by Dadush and Weil based on Doing Business 2020)
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Figure 2: Efficiency of legal framework in settling disputes

(Created by Dadush and Weil based on Global Competitiveness Report 2019)

The rankings in Figure 1 are determined based on the time, cost, and processes that take for dispute
resolution. The rankings in Figure 2, on the other hand, are based on responses to the question “In your
country, how efficient are the legal and judicial systems for companies in settling disputes?”” Both rankings
show a world comparison of the efficiency of the legal system. In both graphs, the vertical axis represents
the rankings, so those countries with smaller vertical axis value are rated higher.

In Figure 1, China ranks much higher than the OECD average, suggesting that its legal system for

business environment is more advanced than the average of OECD nations. On the other hand, in Figure 2,
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China is rated much lower, being ranked equal to or lower than the OECD average. This polarization in the
ratings is attributable to the fact that Doing Business 2020 is based on the perceptions of legal experts such
as lawyers and judges, while The Global Competitiveness Report 2019 is based on the perceptions of the
business executives, representing first-hand impressions of businesspeople. According to Bruegel, a think
tank based in Brussel and specializing in economics, the discrepancy in China’s rankings by these two
reports suggest that while China's legal framework is developing rapidly, it still needs more improvement

to become truly applicable to real-life business situations.

5. Conclusion

In China, there are vast economic disparities between different regions, and the average income per
person is much lower than those of Western nations. As this report has discussed, the proportion of middle-
income earners is still too low to meet the ideal income structure of a nation. In addition, China’s economy
has grown rapidly over the last thirty years. These facts will imply that China’s economy is not fully
matured yet. As discussed in the previous sections, foreign companies have various concerns about doing
business in China, but the Chinese government is not standing idly by but actively working for the
improvement of the situation. For example, in October 2019, it issued the “Business Environment
Improvement Regulations,” aiming to systematically create a fair and equitable business environment for
both national and foreign companies. As we have seen, according to the rating by the World Bank’s Doing
Business 2020, China's ranking in the “ease of doing business” has dramatically improved over the past
five years, and this will indicate the country’s enthusiasm about improving its business environment. China
is currently in the process of building the “exterior” of its legal framework, and it will shortly take a next
step forward and start improving the “interior” of the laws and regulations that concern more directly the
business issues and practices in the country. If a further progress is made in improving China’s legal
framework and business environment, it will doubtlessly make the Chinese market yet more attractive not

only to Western companies but also to domestic companies operating in China.
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The Growing Influence of Tech Giants in Chinese Society
Yuki Nakano

Junior, Faculty of Economics

1. Introduction

China's phenomenal economic growth since 2000 may seem to be self-evident. In particular, the rise
of Alibaba Group and the presence of its allies, BATH (Baidu, Alibaba, Tencent, Huawei), which are known
as China's version of GAFA companies, are probably one of the factors that have propelled China to the
center of the global economic world. However, it cannot be denied that these IT companies (hereinafter
referred to as “tech giants”), which have a dominant influence in the world, have brought some negative
effects on Chinese society. Against this background, the present paper aims to consider what lights and

shadows China’s tech giants have casted on Chinese society.

2. Government Regulation of China’s Tech Giants: The Status Quo

According to Peter Velghe (2019), since 2015, China has implemented a series of government
measures to curb the power and dominance of highly successful digital platforms including Alibaba. In his
opinion, the increased regulation will fundamentally change the competitive environment for Chinese
Internet companies, signaling the end of the era of China's large tech monopolies.

In fact, since 2016, the Chinese authorities have already completed the promulgation and
enforcement of three laws related to digital platform regulation: the Law of the People's Republic of China
on Cyber Security (hereinafter referred to as the “Cyber Security Law”), the Law of the People’s Republic
of China on Data Security (hereinafter referred to as the "Data Security Law"), and the Law of the People’s
Republic of China on Personal Information Protection (hereinafter referred to as the "Personal Information
Protection Law"). Based on these three laws, China has passed a series of network data management
regulations to ensure cybersecurity, data security, and the protection of personal information in the age of
digitalization. Consequently, many enterprises, both Chinese and foreign, are now required to comply with
these regulations (JICA Beijing, 2021).

Why, then, is China tightening its regulation of tech giants and digital platforms now? One primary
reason is the increasing global awareness of the rise of tech giants at the sacrifice of fair market competition.
Not only China, but also other developed nations have now been making efforts to curb potential anti-
competitive behavior of tech giants through increased surveillance. Recently, for example, the US
government and EU required Google and Facebook to pay huge reparations on a charge of the violation of

antitrust laws. In the midst of this global tide of control, if China, with its nearly one billion Internet users,
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succeeds in creating a regulatory framework for digital platforms, and if this framework becomes the global
standard, then China will be able to play a leadership role in the world’s cybersecurity. Thus, it should be
noted that there is China’s political ambition like this behind its positive implementation of antitrust

measures.

3. Tech Giants’ Misuse of Personal Information

The investigation of a company’s violation of antitrust laws always needs to take consumer welfare
into consideration. According to OECD, consumer welfare refers to individual benefits gained from the
consumption of goods and services, and in theory, individual welfare can be defined as one's assessment of
personal satisfaction, with due regard to prices and one’s income (2002). However, when the market is
monopolized, consumers have no other choice but to buy goods and services for higher prices than in
competitive markets, and thus the welfare of consumers is being threatened.

Winston Ma points out so-called “big data illing” by tech giants as a classic example of monopolistic
behavior by enterprises (2021). Originally used in the data economy sector, big data killing refers to a
situation where huge digital platforms use big data to analyze the consumption habits of individual
consumers in order to offer higher prices for the same product or services to old regular customers than to
new customers. What happens here is, in other words, a form of price discrimination based on the wrong
use of big data. This business practice has been spreading in various platform businesses such as online
travel agency sites.

In April 2018, iiMedia Research, a leading research institute of data mining and analysis, published
an important study titled The 2018 China Big Data Killing and User Behavior Report. According to this
research, 77.8 percent of the surveyed internet users say that they cannot accept the act of big data killing
by online applications, and 73.9 percent say that they have not been fully aware that the big data killing has
been so prevalent among tech giants as a means of classification of user behavior (iiMedia Research, 2018).

In the opinion of one of the students from East China Normal University who participated at the
discussion session held as part of our short-term research program, the way the government and tech giants
collect and use the personal information of Chinese citizens is disturbing. However, he also admitted that

people are pragmatic enough to choose not to give up the convenience in exchange for their privacy.

4. Tech Giants’ Use of Personal Information during the COVID-19 Pandemic
The passage of the three laws mentioned in Section 2, that is, the Cybersecurity Act, the Data Security
Act, and the Personal Information Protection Act, was an important step in the development of the legal

framework for data privacy regulations in China. However, the ongoing outbreak of the COVID-19 has
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sparked a whole new controversy over data privacy. At the center of the controversy is the fact that Chinese
authorities are collecting vast amount of personal information to carefully monitor the health and location
of their citizens to combat infectious diseases. This method has been used not only in China but also in
Japan, where the Ministry of Health, Labor and Welfare (MHLW) has attempted to introduce a new
COVID-19 Contact-Confirming Application (COCOA), a measure that has been seen in many countries
around the world. Under normal circumstances, personal location information and sensitive medical records
are kept in strict confidence and should not be disclosed. However, in the event of a major emergency, the
Chinese authorities uses private digital platforms operated by the tech giants and collect personal
information to contain the infection effectively. This has raised deep public concern about the leakage, loss,
and misuse of private information.

While some people question this measure, it also deserves a positive recognition. As discussed in the
previous section, big data can be used for wrong purposes, but there are also many examples of the fair use
of big data to maintain public welfare. During the first wave of the COVID-19 pandemic, Alibaba Group
and Tencent developed health code applications and made a great contribution to the infection control. Prior
to the pandemic, Alibaba’s Alipay already had more than one billion registered users with their real names,
and provided a suitable social infrastructure on which the country’s infection control was based. In terms
of consumer welfare, it seems still premature to call them corporate monopolies simply on the basis of their
pricing practice. Many digital platforms run by the tech giants offer a refund to the users’ bank accounts to
encourage them to use their service applications more frequently. Therefore, when identifying enterprises’
violation of antitrust laws, the authorities will need to make a judgement by considering not only how they
decide prices but also how they manage cybersecurity and personal information, and what kind of impact

they give to small businesses.

5. Conclusion

Chinese people today enjoy the convenience of online services provided by the country’s tech giants.
Started as e-commerce platforms represented by Taobao, China’s IT industry grew by developing QR code
payment systems such as Alipay and WeChat pay. In the future, the industry will continue to create newer
business models by combining the existing online platforms with revolutionary innovations. This will
eventually take people to a new era where seemingly unrelated business sectors are newly related through
digital platforms. Then, the Chinese government will need to create a suitable regulatory framework that
can reflect the emergence and development of new business models; otherwise, Chinese society will
inevitably face economic stagnation. As mentioned at the beginning of this paper, the three antitrust laws

passed by the Chinese government lately can be taken as the proof that China has taken its first important
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step toward social reform and innovation.
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The Recent Growth of China’s Electric Vehicles Market

Kentaro Hikosaka
Sophomore, Faculty of Economics
1. Introduction

The international awareness of the urgency of achieving the United Nations’ Sustainable
Development Goals (SDGs) by 2030 has increased over the years, generating heated debate over the
allocation of responsibilities to developed nations. Among others, the issues of global warming and carbon
dioxide (CO2) emissions as its primary cause have been drawing considerable attention. Being responsible
for more than a quarter of the world’s emissions, China is inevitably facing a serious challenge of reducing
its carbon footprint. As President Xi Jinping’s announcement declared, China has now set a goal of reaching
carbon neutrality by 2060, and the development of electric vehicles (EVs) will hold the key to achieving
this goal.

This paper owes a lot to the discussion session with the students from Renmin University of China,
where we learned about the growing acceptance of electronic cars and motorcycles among Chinese
consumers and an EV charging network much greater than that of Japan. It was the curiosity aroused by
these stories told by the Chinese students that encouraged the preset author to examine how to locate
China’s EV industry in a larger context of the country’s environmental policies and find what factors are
behind the rapid acceptance of EVs among Chinese people.

This paper will look at some of the criticisms against the recent rise of EVs in China and examine
the reasons for the popularity of EVs with due regard to the characteristic features of Chinese society and

the strategies peculiar to Chinese EV companies.

2. EV Production and EV Power Supply in China

Because of the huge amounts of greenhouse gases emitted in the manufacturing process, EVs are
often criticized for its potential negative impact on the environment.

According to some studies of the EV production in the United States, Europe, and China, the building
of an EV creates more greenhouse gases than building a conventional vehicle run on gas (Matousek, 2019).
The main reason is the battery for an EV, which constitutes a quarter of its entire weight. EV. While most
gas-powered vehicles use lead-acid batteries, EVs use lithium-ion batteries, which require a lot of energy
to manufacture. According to the Union of Concerned Scientists, medium-sized EVs produce a ton (15%)
more emissions during the manufacturing process than gasoline vehicles of the equivalent size. Furthermore,

when it comes to large-sized EVs, the figure reaches to a staggering 68% (Nealer et al., 2015).

105



It is certainly true that the production of EVs creates a large amount of CO2 emissions; however, a
comparison of their life cycles gives us a different perspective. As for medium-sized vehicles, the life cycle
emissions of an EV are 51% lower than those of a comparable gasoline vehicles. Similarly, a large-sized
EV has 53% lower lifetime emissions than its gas-powered counterpart (Nealer et al., 2015).

The comparison above suggests that while the EV production consumes vast amounts of energy, their
lifetime emissions are nearly less than half of those of comparable gasoline vehicles. In addition, lithium
batteries are recyclable for reuse, so they are conducive to the reduction of greenhouse gasses in the
manufacturing process (Kotak et al., 2021).

The methods of power supply are another subject of debate regarding EVs. Because “being CO2-
free” is the catchphrase of EVs, it is pointless if vast amounts of greenhouse gases are generated to charge
their batteries. Some joint research conducted by the University of Exeter and the University of Cambridge
has found that even if EVs depend on oil for their power supply, their emissions are less than those from
gasoline vehicles, with only 5% of exceptional cases. Those exceptions were seen in countries like Poland,
which largely rely on coal-fired power generation for their electricity supply (Scot, 2020). Hence, regardless
of the methods of power supply, EVs generally emit less greenhouse gases than gasoline-powered vehicles
do.

Nevertheless, it is not disputable that renewable energy is the ideal source of power supply for EVs
given that it is fundamentally CO2-free in the generation process. China, however, is facing a difficult
dilemma here: the reduction of the thermal power generation rate would be a desirable measure to take, but
it would result in the decreased demand for coal and the rise of unemployment among coal miners, so
China’s shift away from coal to renewable energy seems to be unlikely to happen very soon.

Considering the current situation stated above, the integration of the existing thermal power
generation and virtual power plants (VPP) will be the best option for China to take. According to the
Ministry of Economy, Trade, and Industry of Japan, VPP can be defined as “a system which gives the
consumer-side energy resources, the power generation facilities directly connected to the power grids, and
the owner of energy storing facilities, or the third party, a function comparable to that of energy production
plants by allowing them to control the energy resources (including reverse power flow from the customer-
side energy resource).”. For instance, VPP can increase the energy demand by charging the redundant
electricity to the energy storage devices installed at the consumers’ houses. On the other hand, at the time
of energy shortage, VPP redirects the electricity saved at households into its supply grids and thus maintains
the reliable power supply. More specifically, if thermal power generation is integrated with VPP, more
efficient and flexible use of renewable energy becomes possible because electricity suppliers can

supplement its electricity shortage during the nighttime by using the electricity saved by EV owners or at
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individual households while adjusting the overall power supply by thermal generation.
In brief, with the combination of thermal power generation and VPP, the CO2 emissions from EVs

will be reducible to the lowest possible level.

3. China’s EV Industry Under the Strong Government Leadership

Compared to China, Japanese EV market is still very small, and it is partly attributable to the shortage
of public EV charging stations. This makes a striking contrast to China, where far greater number of public
chargers are deployed across the country.

One reason for the difference between the two countries is that in China, both local governments and
private companies have made heavy investments in the development of the country’s EV charging network.
Thus, subsidies for charging stations were implemented on the provincial and municipal levels, efficiently
promoting the growth of EV charging infrastructure. As Figures 1 and 2 demonstrate, since 2016, there has
been a surge in the number of charging stations across China, correspondingly boosting domestic EV sales.
It will be fair to say that the highly developed charging infrastructure for EVs has given Chinese consumers

a strong purchase incentive (Statista Research Development, 2020; Richter, 2019).
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Fig. 1: Total number of public EV charging stations in China, 2015
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China's Electric Vehicle Market Races Ahead

Estimated plug-in electric vehicle sales in the United States and China”
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Fig. 2: Annual EV sales in the US and China

While the government's monetary incentives have successfully contributed to the expansion of
China’s charging infrastructure, they also caused the unplanned construction of too many charging points,
some of which being implemented in some remote aeras with little or no traffic, eventually lowering the
usage rate of charging stations overall. The negative impact has also been made on the investors in the
charging infrastructure. According to Nikkei, as of 2019, about half of those investors found themselves
incapable of recovering their initial investment and were forced to close or withdrawn from the business
(“The Rapid Growth of China’s EV Charging Market”, 2020). Ironically, contrary to their initial intention,
these government measures have ended up plaguing the corporate investors.

The tendency among EV companies to rely on the government protection is another feature
characteristic to China’s EV market. Just as the aforesaid monetary incentive measure has typically shown,
the Chinese government is very enthusiastic about investing in the country’s EV industry, and naturally
China’s EV-related sectors are generally highly dependent on the government leadership.

Take, the preferential treatment of EV industry and subsidy system applied to EV purchase, for
example. In 2012, the government not only established state subsidies for the developers and manufacturers
of EVs and EV batteries but made it a national policy to promote the EV battery industry. BYD, a leading

manufacturer of EVs and lithium batteries, has been granted 1.34 billion renminbi, which is equivalent to
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the company’s net profit of the first half of the fiscal year 2019. It is also reported that some leading
manufacturers of gas-powered vehicles such as Guangzhou Automobile Group and SAIC Motor Group
have also received subsidies from the government (Takamura & Oshima, 2021).

It is not only companies that receive such subsidies in China: EV buyers also receive a range of
subsidies according to the cruising range of the car. As of 2020, each buyer got a discount of about 18,000
renminbi, which, however, was reduced to about 14,400 renminbi the following year (Barret, 2021).

Thus, the government intervention in the EV industry has becoming increasingly common in China
and has virtually helped the industry outperform its US counterpart in terms of sales figures and global
market share. In this sense, the international fame of Chinese EV companies can be taken as a beneficial
result of the government intervention. However, in order to gain the deciding edge over their international
competitors, China’s EV companies will still need to reform their current business model and learn how to
survive without receiving the preferential treatment by the government.

Tesla, one of the leading EV companies headquartered in US has now been a player in the Chinese
market, and this is considered to be part of the Chinese government’s initiatives for the of the domestic EV
industry. Normally, when starting business in China, foreign companies are required to launch joint ventures
with domestic companies of various sectors, but Tesla was exempted from observing this regulation.
Permitted to open its “Gigafactory” in Shanghai, Tesla not only thrived in Chinese market but also benefited
China’s EV supply chain including EV battery producers and other EV-related manufacturers (Takasu,
2021).

Although there are some drawbacks to China’s government measures discussed above, its enthusiasm
for achieving the initial goals by using all possible means will deserve high praise. A series of government
measures such as the promotion of EV-charging infrastructure, intervention in the EV industry, and the
invitation of a foreign company have all positively contributed to the growth of China’s EV market. From
this viewpoint one can say that China’s transition to EVs can be characterized by the government’s
undaunted investment in the domestic EV market. Last but not least importantly, the Chinese government’s
highly positive attitude to the promotion of domestic industries is often criticized as jeopardizing free and
open competition; however, the fact that the government grants preferential treatment to a specified sector

like EV industry may also be one of the strengths of the Chinese government.

4. Business Strategies of China’s EV Companies
Are China’s EV companies always completely submissive to the authority of the government? The

answer is positively “No,” and the EV manufacturers’ corporate efforts, too, indisputably contributed to the
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rapid growth of EV share in China’s automobile market. The strong backing by the government aside,
without EV companies’ relentless pursuits of the cost reduction and strategic selection of the target
consumers, “super-cheap” EVs would have never been released in China’s market.

While most EVs cost from three to four million yen, Whuling’s Hongguang Mini is priced
exceptionally low at 500,000 yen. Affordability is only one of the selling points of this EV: it can
accommodate four passengers, has a top speed of 100 km per hour, and has a cruising range of 120 km with
its basic model, and 170 km with the long-range model. Its low price was made possible by limiting the
vehicle functions to urban driving and adopting low-cost, low-spec batteries (Imoto, 2021). Although
backed by the government, Whuling’s strategy to cut down on the cost to the limit by targeting only urban
consumers may be applicable in other countries with similar demand, boosting the international

competitiveness of China’s EV industry.

5. Conclusion: The Future of China’s EV Industry

Will China’s EV companies embark on their global expansion in the future? The main selling point
of China’s “super-cheap EV” mentioned in the previous section is its low price, but it was a product
launched under the patronage of the Chinese government. While the success of overseas expansion of
China’s EV industry will depend on whether they can continue to offer their products at low prices, they
may not be able to expect the government to continue backing them for good. Among others, how to obtain
keep cheap batteries in stock and hold down the product price will become their primary challenge. Some
possible solutions to this challenge can be, for example, building large factories like Tesla’s, obtaining
economies of scale, or collecting used batteries from all parts of the country and reusing and recycling them.
In any case, China’s EV companies will need to produce EV batteries at a lower cost while taking the
advantage of the country’s vast number of consumers. To keep the production of “super-cheap EVs” going,
the creation of sustainable manufacturing scheme for EV batteries is going to be essentially important. If
China aims to be acknowledged as the world’s clean energy powerhouse, it must be able to set an example
of a sustainable business model first.

Finally, what lessons can Japan learn from China? China’s government-led initiatives have clearly
contributed to the recent rise of China’s EV industry, Japan should follow China’s footsteps and establish
the firm foundation on which Japan’s EV industry can prosper. The introduction of government measures
from one country into another will need a careful consideration of the regional differences. However, in the
case of Japan, EV charging infrastructure will need to be developed first before EVs can be an attractive

alternative to gas-powered vehicles among Japanese consumers. Therefore, the major priority for Japan’s
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EV companies will be the construction of more EV charging stations across the country, especially in major
cities and highway service areas because the development of charging infrastructure will become a powerful
incentive for Japanese consumers to purchase EVs. When this happens, Japanese automakers’ efforts to

produce high-performance EVs will be eventually rewarded.
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The COVID-19 Pandemic and China’s Digital Transformation
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1. Introduction

After the first cases of COVID-19 were confirmed in Wuhan, China, in December 2019, the infection
spread explosively in January 2020, a period of the New Year homecoming rush across China. At first, the
Chinese government struggled to fight against the unknown virus and cope with the unpredictable situation
caused by the pandemic. In mid-February, however, the epidemic passed its peak in China, and in March
President Xi announced, “The domestic spread of the virus has how been suppressed.” While the global
expansion of the virus continued, China successfully contained the spread and prevented the resurgence.
The key factors conducive to China’s success are, for example, the implementation of the semi-compulsory
measures including lockdowns, the speedy construction of temporary hospitals, and the forced practice of
self-quarantine. In addition, the pandemic has caused some significant changes in Chinese people's attitudes
toward their economic and social activities. This paper aims to analyze those changes, particularly focusing
on the impact of digitization as their causes, because digitalization is one of those issues which have been

discussed most extensively in the latest China studies.

2. China’s Use of Digital Technologies to Contain the Pandemic

It is said that China’s effective use of digital technologies have significantly contributed to the
country’s speedy containment of the pandemic. Digitalization in Chinese society has allowed people to
maintain their economic and social activities while taking preventive measures against the infection.
Among various sectors which have applied digital technologies, the country’s digital healthcare and digital

economy deserve special attention.

2.1 China’s Digital Healthcare

With the spread of coronavirus, there has been a growing interest in the digitalization of healthcare
as an effective measure to help medical staff in coping with emergency situations and control the infection
expansion. As for China, where rural-urban medical gap has been inevitably widening due to its vast land
area, the government always had high expectations of the digitalization of medical care even before the
pandemic. Therefore, the coronavirus was only the final push that China needed to adopt digital
technologies in its key sectors. Following the government’s instruction, major private companies have

integrated the latest technologies to provide various digital medical services. For example, at a specialist
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hospital opened in Shanghai, the introduction of 5G networks allow doctors to provide online medical
diagnoses by using Al-assisted CT images. Among various digital health care products that were developed
during the pandemic, there has been much media coverage over China’s “Health Code” app. It is an
application that assigns different colors to users’ smartphone screens to indicate their risk level for
contracting COVID-19. An individual user’s health status is indicated by one of the three color codes: green,
yellow, or red (according to the low, average, or high risk of virus transmission). The green code grants
unrestricted movement within China. The yellow code requires seven days of quarantine. Red means 14
days of quarantine. The color-coded rating is determined based on the following three factors. First, the
rating fundamentally relies on individual users’ self-assessment: they download the health code app, register
with basic information, and answer further questions about their infection history, contacts with infected
persons within a designated period, and their latest physical conditions. The second element is the travel
history of individual users. When visiting shopping centers or using public transportation, individuals are
required to scan a two-dimensional bar code installed in each place. Thus, the personal data of individuals’
travel history are compiled, making it possible to confirm the infected persons and take appropriate
measures urgently such as giving a PCR test to only those who have visited the vicinity of the infected
places. Third, the personal travel history recorded by the app is linked with the digital identity system which
is in place across China. Developed by the central government in cooperation with the country’s major IT
companies, China’s online identity system has connected the citizens’ personal information with the latest
technologies including facial recognition and has made it possible to record and analyze individuals’ acts
and behaviors. By now the Health Code has so widely penetrated Chinese society that people seem to be
unable to travel anywhere without this app.

In Japan, a similar application called COCOA (Contact-Confirming Application) is available, but it
is very different from its Chinese counterpart. First, while the penetration rate of the Health Code among
China’s smartphone users is almost 100%, that of COCOA is as low as 20%. This difference is primarily
attributable to China’s tight travel control, which requires people to show their color code wen entering
public facilities or shopping centers. Without the app, it is nearly impossible to live a normal life, so the
use of the app is virtually mandatory for Chinese citizens. On the other hand, the use of COCOA is
recommended but not mandatory, so the non-users do not suffer any disadvantages. Another difference is
that the Health Code app manages the users’ personal data as open data, while the privacy of the COCOA
users is protected because the collected data are not linked to the identities of individual users. Furthermore,
these two applications are very different in the type of contact tracking method. Since Health Code mainly
relies on the users’ self-reporting, the data are not accurate enough to locate the exact transmission routes,

while COCOA uses Bluetooth to accurately specify whether the users were exposed to the risk of infection.
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Fig. 1: China’s Health Code vs. Japan’s COCOA

Contact tracing is the common main purpose of both applications, but Health Code is also valid as a
health certificate for travel within China. In addition, Health Code system is a Chinese development jointly
initiated by the government and domestic private companies such as Alibaba and Tencent, while COCOA
uses the operation systems provided by Apple and Google. Thus, though they are both meant to be a contact-
confirming application, China’s Health Code and Japan’s COCOA differ in many respects. (For the detailed

comparison between Health Code and COCOA, see Figure 1 above).

2.2 China’s Digital Economy

With the spread of coronavirus, retail sales in China recorded a sharp drop in early 2020, but soon
they achieved a swift V-shaped recovery. This will be partly attributable to a radical change in Chinese
people’s consumption style, or, more specifically, a shift in their preference from brick-and-mortar stores
to EC stores. Driven by the circulation of EC coupon tickets and the rise of influencer-led live commerce,
China successfully achieved economic growth while effectively preventing the spread of infection. Prior to
the pandemic in 2019, China’s EC market had already been the largest in the world, surpassing that of the
United States. During the pandemic, the country’s EC retail trade volume steadily grew, and as of 2020, it
accounted for about 30% of the sum of the domestic retail sales. Thus, as far as China is concerned, the
outbreak of the pandemic gave a positive impact on the growth of the domestic EC market. Among various

innovative EC tools recently developed in China, this section focuses on live commerce and electronic
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payment services.

2.2.1 Live Commerce

In China, live commerce is one of the latest EC tools that have been rising rapidly. It is a new form
of retailing which uses an online livestream broadcast by infulencers and celebrities to allow viewers to
participate in the broadcast and purchase a featured product at the same time. Live commerce made it
possible for consumers to enjoy shopping at home even while social and economic activities are restricted
under the pandemic. Taobao Live run by Alibaba Group and TikTok by ByteDance are two leading live
commerce platforms in China. By the end of 2020, the number of live commerce users reached nearly 40%
of all Internet users in China. Similarly, China's live commerce sales nearly quintupled from RMB433.8
billion to RMB1.995 trillion. For example, Viya, a woman known as a very influential live commers
streamer, sells daily necessities especially featuring cosmetics. Her annual sales reached a staggering 530
billion yen, nearly twice as large as that of Isetan Shinjuku, which boasts the highest sales figure among
Japanese department stores. In 2020, she sold a rocket launch for about 600 million yen, and it became a
subject of massive media coverage.

As mentioned above, China’s live commerce was accepted among the Chinese people so rapidly that
it has now an immensely positive effect on the country’s economy. Due to its vast land area, China’s product
distribution network via physical stores had been less developed than in other countries like Japan; but this
turned out to be advantageous to the rapid growth of online sales channels via live commerce. Since the
outbreak of the pandemic, live commerce has largely contributed to the shift in Chinese people’s shopping

behavior, and it will continue to be a primary driving force behind China’s economic growth in the future.
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Fig. 2: The growth of China’s EC market

116



2.2.2 Digital Payment Services

The absence of high-denomination notes and the banknote counterfeiting had long been major
hindrances to the healthy business transactions in China, so the digital payment services had a great appeal
as an alternative payment method in the country. The COVID-19 pandemic caused a surge in demand for
contactless payments to prevent person-to-person transmission, consequently accelerating the shift from
cash to digital options. What is more, China’s digital payment platforms requires the users to scan two-
dimensional barcodes at the time of payment, enabling the government and companies to gain the
information on the movement of people and take prompt measures to curb the spread of the virus. As of
2021, with over 800 million domestic users, China’s digital payment penetration rate reached 77%, ranking
the second in the world. Alibaba’s Alipay and Tencent’s WeChat Pay are two most popular mobile payment
applications in China, accounting for about 90% of the online payment transactions in the country. The shift
to digital payments has also been promoted by public-private partnerships at the local level, which aim to

expand private consumption by, for example, distributing digital gift vouchers to the local residents.

3. Conclusion and Future Prospects:
The Acceleration of Digitization in Post-COVID-19 China

The coronavirus pandemic has significantly changed the lives of Chinese people, triggering a digital
transformation in both healthcare and economy much more swiftly and broadly than in other developed
countries. The way China implemented digital transformation has two characteristic features. First, it was
led by public-private partnerships. By adopting the latest technologies developed by private companies
such as Alibaba and Tencent, the Chinese government demonstrated its strong leadership in the swift
implementation of digital transformation in major sectors, and other countries lag behind China in this
regard. In addition, the issue of China’s digital health certificates on the Health Code apps relies on the
open data including patient information provided by the Chinese government, so public-private partnerships
are indispensable for the technology development. Another unique feature of China’s digitalization is that
it is underpinned by the business infrastructure implemented by tech giants such as Alibaba and Tencent.
These private companies have been the driving force behind China’s digitalization in various sectors. On
the other hand, in digitally underdeveloped countries like Japan, there are no other players than start-ups
who are enthusiastic about the digital transformation, causing the absence of strong leadership in the social
shift to digitalization.

Prior to the pandemic, President Xi had announced a series of digital-based initiatives such as “The
Internet Plus,” “The Made in China 2025 Plan,” and “The Next Generation Al Development Plan,”

suggesting the Chinese government’s continued enthusiasm about the nation’s digitalization. It is fairly
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certain that the Chinese government has always been aiming to be a world leader in digitalization regardless
of the outbreak of the pandemic. The spread of the new virus only gave the final push that China needed
for the acceleration of its digital transformation.

Obviously, the digitalization of China's governance will continue to accelerate; however, it has also
been generating intense discussions over the transparency in how to collect and use personal data about
Chinese citizens. In a digital society, both governments and companies inevitably need to handle personal
data including private individuals’ location information, health status, and more details regarding their
privacy. As a result, there is always a risk of leakage or misuse of personal information. Therefore, when
promoting the digital transformation, the government should frame strict policies regarding how to protect
data privacy. It will deserve a close attention We should pay careful attention to how post-corona China

strike a balance between these conflicting issues.
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Strategies for Investing in Chinese Government Bonds
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1. Introduction

China’s economy has continued to grow in recent years, demonstrating its momentum by a swift
recovery from the impact of the coronavirus pandemic since 2020. The pandemic temporarily shrunk
China’s economic activities, and the country’s real GDP growth rate fell to minus 6.8% in the first quarter
(January-March) of 2020. This slowdown, however, was immediately followed by a positive growth at
3.2 % in the second (April-June) quarter, and the figure further rose to 4.9 % in the third (July-September)
quarter.

China’s strong economic growth has increased foreign interest in securities investment in China, and
the country is now considered to be an attractive investment destination among investors. Global securities
investment in mainland China made a total of US$2.0 trillion in the first quarter (January-March) of 2021,
increasing by 39.7% from a pre-pandemic level during the fourth quarter (October-December) of 2019. A
major contributor to this increase was made by foreign investment from countries such as Singapore, the
US, and the EU, while Japanese investors showed modest interest in China’s government bonds.

On the other hand, there are factors such as the recent China-U.S. relations and the changing trend
of the U.S. economy that may reduce foreign interest in China’s securities market. A primary concern is the
growing geopolitical tensions between China and the U.S. For example, recently the U.S. updated its
executive order that bars the U.S. investment in Chinese companies with alleged ties to China's military.
Responding to this order, major global stock index publishers removed those Chinese companies from their
indexes in December 2020. In addition, the increasing concern over human rights issues in China may also
drive the international community to tighter restrictions on foreign investment in China. Second, the
normalization of the U.S. monetary policy may cause China's securities market to look less attractive and
consequently deprive China of its opportunities to gain foreign investment.

Thus, because of its remarkable economic growth, China has been an attractive investment
destination for foreign investors. But if they aim at successful investment, foreign investors will need to
consider the risk factors as well as the advantages of China’s securities market in comparison to those of
other countries.

This paper focuses on China as a foreign investment destination seen from Japanese investors’
perspective, examining the major incentives it provides with Japanese investors and identifying the types

and levels of the risks found in investing in China. The scope of the discussion will be limited to securities
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investment, with a special focus on investing in China’s government bonds, of which cash flow is relatively
fixed. In addition, the section that examines investment strategies specifically focuses on Japanese

individual investors.

2. Incentives for Foreign Investors
This section discusses three types of major incentives for foreign investors to invest in China’s

securities market.

2.a. High Interest Rates of China’s Government Bonds

First, China offers its government bonds at higher interest rates than other developed countries.
Currently, China’s 10-year government bond yield is about 3%, while the yield of those of other developed
countries are much lower, ranging from 1.5% of the US, to below 1% of Japan and U.K., to negative yields

of France and Germany. (Fig. 1).

Countries China US Japan UK France Germany

10-year government bond yield 2.871 | 1.455 0.052 0.7345 | -0.005  -0.3590
(As of Dec. 7, 2021)

Fig. 1: 10-year government bond yields by country (China and other developed countries)

On the other hand, some of the emerging economies offer their government bonds with higher yields
than China does. For example, among BRICS or five major emerging economies, the yields on China’s

government bonds are the lowest (Fig. 2).

Member States of BRICS China Brazil Russia India South Africa

10-year government bond interest yield 2.871 11.019 | 8.535 6.382 | 9.500
(As of Dec. 7,2021)

Fig. 2: 10-year government bond yields by country (BRICS)

However, investing in the government bonds issued by these emerging countries entails some
potential risks. Though the risks to bond investors will be discussed further in Section 3, it should be noted
here that China’s government bonds are given high credit rating for their high yields, carrying a status

almost equal to that of Japan. On the other hand, the government bonds of BRICS stand at lower credit

120



ratings, indicating that they pose potential risks to the investors (Fig. 3).

Nations China US Brazil Russia South Africa
Moody‘s Al Aaa Al Ba2 Baa3 Baa3 Ba2
S&P A+ AA+ A+ BB- BBB- BBB- BB-
Fitch A+ AAA A BB- BBB BBB- BB-

Fig.3: Credit ratings for government bonds by country

From what has been discussed above, incentives for foreign investors to invest China’s government
bond will be summarized as follows: characteristically China’s government bonds are as risk-free as those
issued by other developed countries are while offering higher yields than those by other emerging

economies.

2.b. Term Structure of Interest Rates

The term structure of interest rates is another incentive for investors. In the case of China’s
government bonds, the longer the term to maturity, the larger the annual interest rate. When shown in a
graph, the term structure of interest rates is known as a yield curve. In general terms, yields increase in line
with maturity, giving rise to an upward-sloping, which is considered to be a normal yield curve. The yield

curve for China’s bonds exhibits a shape of a normal yield curve (Fig. 4).
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Fig. 4 The yield curve for China’s government bonds
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That the yield curve for China’s government bonds is sloping upward gives a good incentive to
investors, especially individuals. By utilizing this interest rate structure, private investors can earn a long-
term return by taking several steps as follows: (1) To raise the investment fund at a short-term interest rate
(2) Use the fund and purchase a long-term government bond; (3) When the short-term fund has reached
maturity, receive the interest payment and raise the investment fund again at a short-term interest rate as
well as repaying the fund raised before.

As they repeat this process, investors will need to procure a larger fund year by year. However, since
longer maturity bonds have a higher yield compared to shorter-term bonds, investors can eventually gain a
profit. For example, suppose that the prevailing market interest rate is 1%, and the annual return on a 10-
year government bond is 3%. At this point, if an investor purchases a 10-year bond with the fund raised at
a one-year interest rate, and the purchase price for the 10-year bond is x yen, then the final return will be

provided by a numerical formula as follows:

x X (140.03 x 10 years) — x x (1+ 0.01)1%v¢ars = (,1953 .-

Thus, in ten years, the bondholder can earn more than 19% of the principal without the fund on hand

at the beginning.

2.c. Internationalization of the CNY

The third incentive is the internationalization of China's common currency CNY. More specifically,
this means that fundraising in CNY by financial institution is growing less costly. Though this change may
seem irrelevant to private investors, it can virtually benefit private purchasers of CN'Y-denominated bonds

because it lowers the commission fees and increases the purchasers’ margin of profit.

3. Investment Risk

This section discusses three types of risk involved in investing in China’s securities market.

3.a. Credit Risk

The first type of risk to investors in China’s securities market is a risk that a bondholder cannot
receive the principal or interest payments as scheduled. As mentioned in the previous section, China’s
government bonds are given high ratings by the major rating agencies, so they are unlikely to entail this
type of risk. However, such ratings are not always faultless. Therefore, though investment in government

bonds is less risky than in corporate bonds, individual investors should not solely rely on agencies’ ratings

122



but need to have an objective view to the potential credit risk.
On the other hand, the purchasers of corporate bonds will need to weigh up the question of credit risk
carefully. For example, Evergrande Group, a major real estate developer in China, was declared in default

by Fitch Ratings and S&P Global Ratings.

3.b. Interest Rate Risk

The second type of risk is interest rate risk, which is triggered when market interest rates rise. When
faced this type of risk, investors may suffer a loss in two ways described below.

First, there is a risk that the bond price may fall. Theoretically, the bond price is equal to the face
value of the repayment at maturity minus the amount brought in proportion to the market interest rate and
the term to maturity. Therefore, when interest rates go up, bond prices go down. Thus, even if the value of
the bond at the time of purchase is lower than its face value, and the bond is purchased in anticipation of a
profit, the bondholder suffers a loss if he sells it after a rate increase and a drop in value in his own bond.

Another case of interest rate risk is when the short-term funding interest rate exceeds the interest rate
on long-term government bonds. This case typically arises when the buyers of bonds adopt yield curve
strategies discussed in Section 2.b.

For example, suppose that the prevailing market interest rate is 1% at a certain point, and the
annual return on a ten-year government bond is 3%. As explained in Section 2.b, if a buyer purchases a
ten-year government bond with the fund which matures in one year, he can earn more than 19% of the
principal in ten years. However, if the short-term interest rate rises to 5% five years after the purchase of
the bond and stands at the same rate until the bond matures in five more years, the total return on the bond
will be given by the following numerical formula with x representing the original purchase price for the
ten-year bond:

x X (1+0.03 X 10 years) — x x (1+ 0.01)5%¢97S (1 + 0.05)57¢%s = —0.04138...

As the formula shows, the total return is a 4% loss of the principal.

3.c. Foreign Exchange Risk
Finally, foreign exchange risk refers to the risk incurred due to currency fluctuations and conversions
between countries, so it can affect international investors only. Any depreciation of the denominated
currency can reduce the return of an international investor when he convers his profits to his home currency.
For example, suppose that a Japanese investor exchanges one million JPY for 50,000 CNY and

purchases a CN'Y-denominated Chinese government bond of the same value. The yield on the bond is about
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2.7%, so the investor expects to gain a refund of about 65,000 CNY in ten years. This may appear to bring
him a 30% profit; however, the exchange rate between the two currencies has been changed by the time of
the repayment, and 1 JPY is now equal to 15 CNY. In this case, his net return will be reduced because when

he converts his profits to the home currency, he gains only 975,000 JPY, that is, a 2.5 loss of the principal.

4. Conclusion
Generally, China’s government bonds offer high yields with low risk and give the investor higher
returns than other financial products do. So, for anyone who is interested in an investment with a 3% yield

and low risk, China’s government bonds will deserve consideration.
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1. Introduction

The term global warming has always been familiar to me. In junior high and high schools, I had many
opportunities to learn about this issue, so I naturally became interested in environmental problems. Since I
understood the global significance of this issue, I have been simply curious about how Japan and other
countries are tackling it, and this is why I selected the question of China’s carbon neutrality as the theme
of this paper.

In 2020, China’s President Xi Jinping spoke to the United Nations General Assembly in New York
and announced that China would aim to have CO2 emissions peak before 2030 and achieve carbon
neutrality before 2060. This announcement is seen as a significant step in the world’s fight against
climate change. Considering the increasing global awareness of climate change over the years, this paper
examines if China’s carbon emission pledges are achievable and what challenges the country needs to

overcome to fulfill them.

2. China’s Carbon Neutrality Targets and Carbon Emissions
In September 2020, President Xi Jinping surprised the world leaders by pledging that China would
aim to fulfill the following two climate targets by the mid-21st century: (1) to aim to peak carbon emissions

before 2030; (2) to aim at achieving carbon neutrality by 2060.

2-1. The Background to China’s Carbon Emission Goals

It’s been said that President Xi’s carbon emission goals intended to encourage other countries to
commit to the so-called “green recovery” plans for the post-COVID-19 world economy. The “green
recovery” plans refer to a series of economic stimulus packages that aim to help economic recovery from
the pandemic without giving negative impact on the environment.

Some observers point out that President Xi’s ambitious announcement is geopolitically motivated.
For example, Li Shuo of Greenpeace Asia, an advisor on China’s climate policy making, says that China
intends to use its climate agenda to increase its influence in global geopolitics (McGrath, 2020). It should
be noted that during the Trump administration, the U.S. completely failed to demonstrate its proactive
approach to climate issues. In contrast, China and the EU capitalized on this opportunity of the absence of

the US and has gained an edge in the global fight against climate change.
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2-2. China’s Carbon Emissions: The Status Quo

In this section, we will see some latest data regarding China’s CO2 emissions.

Annual CO2 emissions
c

loxide (COz2) emissions from the burning of fossil fuels for energy and cement production. Land use
not included

10 billion t China
8 billion t
6 billion t
4 billion t
2 billion t
ot
1800 1850 1900 1950 2000 2019

Fig.1: The annual CO2 emissions in China, 1800-2019

The graph above represents the transition of China’s CO2 emissions since 1800. A sharp increase in
the 2000s deserves special attention. In 2018 and 2019, many countries began to shift away from fossil
fuels, but China’s carbon emissions continued to rise. The graph doesn’t dover the data beyond 2019. As
for 2020, it is reported that due to the COVID-19 pandemic, China’s emissions temporarily plunged by
25% and rose again in June because of the reopening of coal-fired plants, cement and other heavy industries.

One major reason for the continued rise in China’s CO2 emissions is the country’s reliance on fossil
energy, especially coal. As of 2021, coal-fired power accounts for almost 65% of Chia’s energy mix.
Besides, more than 200 new coal-fired power stations are planned or under construction.

China intends to break its reliance on fossil fuels, but the transition to non-fossil energy in short

period of time will face various challenges including cost.

3. China’s Emission Reduction Efforts

This part examines China’s efforts to reduce its carbon emissions.

First, China has made a sustained effort to transform its energy system by increasing renewable
energy sources. Consequently, the country is now known as one of the leading countries in renewable

energy production. In fact, China has the largest number of solar and wind power plants in the world.
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Second, China also has been trying to find ways to reduce the CO2 emitted from its main industries.
One of measures taken so far is the reduction of the number factories. It has been pointed out that industries
such as coal and aluminum are the biggest contributors to the country’s emission, so the government has
launched a new plan to close small and inefficient factories in those industries.

Third, China’s efforts to promote new energy vehicles should also be noted. Among others, the recent
rise of electronic vehicle industry will deserve special attention. As of 2018, China became the world’s
largest electric vehicles market, selling 1.2 million EVs nationwide. This figure accounts for more than
50% of the EV sales worldwide in the same year.

The primary key driver of China’s new energy vehicle industry is so-called credit system, which was
implemented by the government in 2017. Under this system, carmakers can gain credit points by producing
hybrid vehicles, plug-in EVs, or fuel cell cars. As of today, the system requires car manufactures to
produce new energy vehicle (NEV) credits equivalent to 18% of their total sales, and thus encourages more
auto producers to build electric vehicles and reduce the production of fossil-fuel vehicles.

In addition, China’s EV market has been growing rapidly. The country is leading the other nations in

the development of energy storage system for EVs; it is the world’s largest producer of EV batteries today

too.
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Fig.2: The cumulative sales of EVs in China, 2006-2020
Ten years ago, there were only 20,000 NEVs in China nationwide. It was only eight years ago that

the country drew a medium- and long-term plan to sell a total of 5 million NEVs by the end of 2020. Today,

4.29 million new energy vehicles are operating on China’s roads, so the amount of NEVs in the country has
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increased by 250 times in only ten years.

4.The Future of China’s Emission Reduction Policy

As discussed in the previous section, China is currently making various efforts to reduce its CO2
emissions. However, environmental problems, especially climate change, cannot be solved by China's
efforts alone, and the successful fight needs the international cooperation and collaboration. China, in
particular, will need to separate its climate change policy from its economic and political context and seek
to establish a cooperative framework with other countries to tackle climate issues.

In November 2021, the 26th session of the United Nations Framework Convention on Climate
Change (COP26) was held. While the U.S. participated, China didn’t send any delegates. Despite that, the
two countries jointly declared that they would collaborate to strengthen climate change countermeasures.
Chine will need to recognize that the successful implementation of this declaration largely depends on its
close partnership with the U.S. It is true that there are some other problems in dispute between the U.S. and
China including trade and nuclear issues. However, given the significant implication of the jointly-issued
climate declaration, China should spare no efforts in formulating a global standard of climate initiatives

and put the declaration into practice in collaboration with the U.S .

5. Conclusion

About a year ago, President Xi announced his climate pledges in his address to the UN General
Assembly. Since then, China’s carbon emissions have continued to increase due to its heavy reliance on
coal-fired plants. On the other hand, China’s EV industry is growing rapidly. The recent rise in the EV
production and ownership in China will suggest the Chinese government’s special efforts to promote low-
carbon lifestyle among Chinese people.

To meet its carbon neutral targets, China will need to implement truly effective policies and measures
and put them into practice in cooperation with the international community. On the other hand, Japan was
once a world leader in the initiatives to reduce CO2 emissions, but it has lost momentum now. About 90%
of Japan's CO2 is emitted from private enterprises, and unlike China, the government intervention into CO2
emission control often encounters public resistance in Japan. Japanese society will need to create a
comprehensive system where the government, companies and consumers can find common interests and
cooperate in the reduction of CO2 emissions. Japan needs to devise an efficient means to realize a low-

carbon society, and China’s carbon emission policies must have offered good lessons to learn.
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The Influence of Digitalization on Chinese Comics
Kie Yoshii
Junior, Faculty of Economics
1. Introduction

Comics or comic books have been published in multiple countries and languages around the world,
and the themes and descriptions vary according to where they are published. Regional variation can be seen
in how they are referred as well. For example, manga refers to those published in Japan while the word
manhua is used to call the Chinese comics produced in China.

Manga and anime are typical examples of Japan’s cultural exports of its contemporary visual art.
Comics produced in Japan are often broadly categorized as visual novels and are translated and published
for international audiences. Their overseas market has been growing in various places including North
America and Europe, most notably France. Manga offer people from around the world a window on
Japanese culture. According to the themes, manga can be divided into a wide range of genres: school stories
featuring student life, historical stories, fiction, fantasy, the supernatural, and so on.

Currently, American comics, Japanese manga, and Franco-Belgian comics are known as the world’s
three largest comic book industries. Manhua (Chinese comics) are said to have been influenced by Japanese
manga in the 1900s, though the origin of Chinese comics and illustrations is traceable to the period prior
to the1900s.

However, with the increase of digital publications, a new generation of creators are now entering a
vast international market for comics.

This report aims to examine the digitalization in comic industry and its influence on the growth of

the global market for Chinese comics or manhua.

2. A History of Manhua and Its Art Techniques

In the eighteenth-century China, the term manhua was used to refer to ink wash paintings. Then in
the late 18th century, manhua was introduced to Japan and became widely known as manga. Though the
pronunciations of manhua, manga, and Korean counterpart manhwa are different, the same combination of
characters (12 [H]) is used to refer to them in writing.

With the advancement of printing technology, manhua gradually became widespread among people
from the 19th until the 20th centuries. A key factor to this popularization was the lithographic printing
technology imported from the West. It was during this period that early forms of current manhua such as
satirical pictures in newspapers and small comic books began to be published. The development like this

occurred mainly in places such as Shanghai and Hong Kong.
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In the mid-1920s, a great publishing boom took place in Shanghai, where two groups competed to
gain more readers. One of the groups was those who were afflicted with the New Culture Movement, and
the other was those who were interested in providing entertainment for China’s public. During this period,
civil cartoon societies were organized to promote the production and publication of manhua works by
ordinary citizens. The term manhua was used to refer to not only comics but a large collection of visual
arts.

It is important to remember that the English word “cartoon” can be a misleading translation for the
Chinese term manhua. Cognate with the Japanese word manga, the meaning of manhua was expanded by
Chinese magazines like Shanghai Sketch (Shanghai manhua) and Modern Sketch (Shidai manhua) so that
it now includes a diversity of graphic forms which go beyond the ordinary connotation of the term

‘“cartoons.”

3. The Influence of Digitalization on the Manhua Art

Digitalization has made it possible to copy and distribute information easily and at a low cost. Illegal
piracy of information is hard to trace and even harder to prevent, so its impact has been felt not only in
publishing businesses but also in music industry. The media sector including the industries of books, music,
and movies was once heavily protected by copyright laws. Due to digitalization, however, several industries
which handle physical products such as CD disks, albums, and DVD disks, have suffered setbacks.

On the other hand, digitalization has also made positive impact on media industries: it lowered the
production and distribution costs, made it possible for the industries to reach the masses faster, and gave
artists and creators greater opportunity to achieve success.

As for manhua industry, digitalization has caused a rapid growth in both the Chinese comic and
animation industry from 2018. Digitalization has caused a radical change in the publication format:
compared to the manhua in print, the digital manhua is much smaller and easier to read because it can be
read on a smartphone screen. The most defining features of digitally published manhua will be its comic
panel layout and coloring. Digital manhua usually adopts vertical strips, so the reader can continue reading
by simply scrolling down the strips.

The coloring is another distinct feature of manhua. Most of them are fully drawn in color, many of
which are colored in watercolor. Unlike manga, which is typically in black and white for the cost reduction,
manhua takes advantage of digitalization and uses a more colorful palette at a lower cost than the traditional
publishing format. Artists such as Yan Kai had begun publishing colored comics to distinguish their comics

from manga, and to attract younger Chinese readers. Although there has been an increase of digital manga,
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the majority is still formatted to be read on the pages of paper.

Due to digitalization, social media platforms have grown into a place where both works in progress
and finished works are shared and sold in various markets. With an increase of global interest, streaming
companies are also showing interest in making contracts with manhua creators. Previously, the major means
of marketing manhua for international audiences was to translate the original works and made them into
animations. The collaboration between foreign animation companies and manhua creators was commonly
seen too. However, with the increase in Internet websites specializing in manhua, untranslated works (raws)
of Chinese comics became available to a wide public to view. For example, the Madou Soshi series are
available on Amazon’s streaming services both as an animation and a live action movie.

The difference in formatting can be attributed to the differences in the online platforms to access
comics. In the case of Japanese manga industry, the digital publishing is under the strong influence of
established publishers and consequently tend to be less innovative. For example, manga is conventionally
serialized in weekly or monthly anthology magazines before being collected into comic book format, and

Japanese manga industry is not likely to break with this long-standing convention so easily.

4. The Future of Manhua and Digital Comics

Digitalization has made it easier for comic artists to directly reach their audience instead of relying
on a publication company as an intermediary. In other words, social media platforms have allowed
individual creators not only to explore the possibilities for a wide range of experimentation but produce
and publish digital contents at their own pace.

However, individual artists face some challenges if they try to publish their works independent of
publishing companies. Without contracts with large publishers, they need to manage advertising, marketing,
and sales all alone. Furthermore, it is not easy for individuals to be acknowledged by mainstream media.
These problems hold true for self-published e-books as well.

The classification of comics genres is another issue that will need to be addressed. Currently comics
are classified according to the country of publication. However, in the future, when comics dealing with
Chinese themes are published in other countries, the existing genres will need to change. For example, there
is an artist in North America who takes up Chinese themes, but how to categorize his works has been
controversial. Given that social media now allows comics creators to reach readers directly instead of
relying on the distribution channels of major publishers, how to classify comics genres will become

increasingly problematic.
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5. Conclusion

Throughout history, technology has contributed to the widespread advancement of various industries.
Digitalization has made it possible for manhua creators to reach a larger audience at a lower cost. By
capturing audiences in major comic consuming countries across national borders, contemporary artists can
now achieve global success in a way that was unthinkable for previous generations. Other characteristic
features of manhua industry such as adaptability, flexibility, and fierce competition among artists will
deserves attention too. Historically, manhua culture thrived through the eras of severe competition. A stiff
competition in the domestic comics market in Shanghai in the 1920s especially seems to have increased
artists’ motivation for constantly keeping up with technological advancements. This factor seems to be

lacking in countries like Japan, where conservative major publishers still hold sway in the comics market.
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On China’s Rural-Urban Education Gap

Haining Liu
Junior, Faculty of Social Sciences

1. Introduction
According to China's 7th National Census conducted in 2021, the country’s rural population was
597.9 million, accounting for about 36.1% of its national population. Compared to 2010, the rural
population has decreased by about 140 million due to the migration to urban areas; however, the size has
remained large enough to pose important issues that can affect China’s economic and cultural development
at the national level. Currently, rural China has been facing various challenges including, for example, slow
economic growth and population loss. Among others, this report takes up the problem of education in rural
China, especially focusing on the rural-urban educational inequality. Section 2 below discusses the status
quo of the life in rural China and clarifies the causes of the current educational disparities. Section 3
analyzes the problem of educational inequality from multiple perspectives. Then, Section 4 discusses the
countermeasures for education gap that have been taken so far or are currently being taken by both the
central government and private organizations and assesses the effectiveness of those measures. The final

section concludes the entire report suggesting the resent author’s outlook on China’s education gap.

2. The Status Quo of Rural China
“Rural China” can be defined as those areas where there is the concentration of the country’s

agricultural production; “the rural population” in China refers to not only farmers but also those who engage
in non-agricultural industries in rural areas. Henceforth in this report, these two terms will be used in the
senses just defined above. It is worth noting that some statistics by the government authorities consider
“migrant workers (7 & T)” (those who basically live in rural areas but spend part of the year working in
urban areas) as part of “the rural population.” The government also sees those who are not self-employed
farmers but work on state-owned farms as part of the rural population. Historically, rural China has always
played an important role since the ancient times. Above all, it has been a crucial source of the food supply
for the nation with such a large population. If we look at the latest gross domestic product, the first industry
accounts for 7.7%. In addition, according to the data published in 2017, the agricultural land nationwide is
reported at about 640 million hectares.

The current conditions of the rural areas can be characterized as follows. First, the economy grows
slower than in urban areas. The implementation of the reform and opening policy in the 1980s strongly

promoted the economic development in urban areas. In rural areas, on the other hand, the production
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responsibility system was introduced, but the system resulted in the huge financial benefits shared only
among a small number of farmers with most of the rural population left behind. In addition, the labor
shortages in urban areas encouraged part of the rural
population to move to urban areas seeing employment.
This internal migration caused the shortage of
agricultural population, which, in turn, led to other
problems in rural China such as the population aging and
the outflow of younger generations. However, because

of the long-established household registration system,

those with rural residency who moved to urban areas are
An entrepreneurship seminar in Shanxi Province ~ 1Ot fully guaranteed the citizen rights to receive social
held by an online shopping platform Pinduoduo  benefits, and inequality in health care, social insurance,
to help local farmers start new businesses and the school admission of children have been left to
be addressed. Furthermore, China’s inequality is not
limited to that of rural and urban areas: there are considerable economic disparities among different regions
of Rural China as well. For example, in the rural areas of Guangdong Province along the southeastern coast,
agriculture has been highly mechanized with the use of advanced technologies such as drones to manage
and monitor the cultivation of crops. However, Qinghai Province in the northwestern inland China is a
typical example of extreme underdevelopment. There are also many farmers living in the condition of
relative poverty, and those regions where ethnic minority groups live are facing many difficult problems.
These regional disparities in rural China have lately been a growing concern.

However, seen from a different angle, rural China today can also be considered to have some unique
advantages of its own. Some rural areas have been thriving as tourist destinations by capitalizing on the
diverse natural sceneries in their regions, and there are countless examples of successful economic
development by tourism. In some other areas, the environment unique to the agricultural regions were
conducive to the development of local industries. Thanks to the expansion of online shopping, local
specialties are often sold nationwide or exported worldwide. Especially in recent years, as part of the
government-led policy to eliminate domestic poverty, platforms such as Taobao and Douyin (Chinese
version of TikTok) provided the online retail market for local products and contributed to the creation of
new industries in rural areas. The unique advantages stated above have clearly promoted the development
of rural China.

As discussed above, China’s rural areas are in the process of developing by making the efficient use

of their regional resources, but they are still facing many unsolved problems. Those problems include the
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issue of urban-rural educational gap. The next section, therefore, will focus on the causes and current

situation of the educational gap.

3. China’s Education Gap: Analysis from Multiple Perspectives

The educational gap between rural and urban China can be analyzed from three different
perspectives as follows: inequality in access to education, inequality in investment to education, and
inequality in the quality and quantity of teachers.

First, let us look at inequality in access to education. According to a survey conducted in 2016, there
was a decrease in the enrollment rate of first-year middle school students in about 57% of rural schools. On
the other hand, about 56% of urban areas saw a rise in the enrollment rate of middle school students. The
transition of the enrollment rate suggests a population outflow from rural to urban China, which
simultaneously indicates the outflow of the children of those migrant parents. The household registration
of new students also differs between rural and urban areas. Most rural students have rural household
registrations in their hometown while some urban students have their registrations in other provinces. That
is, rural registration holders have low fluidity, and rural students have no other option than to enter a school
in the proximity of their birthplaces. In addition to the enrollment rate, the rural-urban differences in the
enrollment methods for primary and secondary schools will deserve our attention. In the case of rural
schools, the admission is primarily based on the invitation of students by individual schools and the
allocation of students by the government. In urban schools, majority of students enroll in school according
to the government's allocation. This may seem to reflect the lack of the government’s commitment to the
management of rural schools; however, this phenomenon should be placed in the regional context peculiar
to rural areas where schools are very widely dispersed, hindering the government’s precise allocation of
new students according to their native places. Even so, it will be virtually impossible for rural schools to
secure the designated number of applicants only by the method of invitation by themselves. Due to
inequality in access to education stated above, the enrollment rate of rural children has been low, and those
children are not given the freedom of choice even if they want to enroll better schools. Thus, compared to
urban children, rural children have a limited range of choices about their education, and this situation is one
of the factors behind the existent educational gap in China.

Next, let us look at educational disparity from the perspective of the educational investment made
by the central and local governments. Some data has reported that per capita funding by the central
government for urban students is more than double that for rural students (Bao, 2006). Among many
unresolved problems of inequality in China, this seems to be the most difficult one to address. There has

been an opinion that part of the investment in urban education should be redirected into the improvement

137



of rural education, but the idea was not implemented because of the fear of the potential opposition from
students and parents in urban areas. There are also significant differences in the school funding system
between urban and rural areas. Urban schools are primarily funded by the national and provincial
governments (direct-controlled cities and autonomous regions), the financial subsidies from cities and
prefectures, and the funds from districts. In addition, some private schools also secure their financial
resources through the tuition fees and contributions. However, as for rural schools, most of the funds are
provided by either the central and provincial governments or by districts (towns). In other words, rural
school totally lacks the financial input by middle-class governments (such as cities or prefectural
governments). This may be an institutional fault, but it may eventually lead to a lack of attention to rural
schools. If the financial resources for school management cannot be secured, there is a risk that the school
facilities and environment are left uncared for and that the recruitment of faculty and staff members may
be hampered. Thus, the difference in financial input can be another factor behind rural-urban educational
£ap.

Finally, the quantity and quality of teachers gives us another perspective to the rural-urban
inequality in education. According to the data provided by the Ministry of Education in 2021, while the
total sum of teachers in China’s secondary education is 6,636,000, the number of rural teachers was only
776,000. The fact that the percentage of rural teachers is just slightly over 10% of the total sum indicates a
shortage of teachers in rural areas. It has also been pointed out that rural teachers are generally less
educationally qualified than their counterparts in urban areas. According to Li, as of 2016, 67% of teachers
in urban schools had a bachelor's degree, and more than 12% had a master's degree or higher (Li, 2016).
However, as for rural schools, 46% graduated from junior college, 34% had a bachelor's degree, and 20%
had a high school diploma. Teachers’ educational background does not always affect the quality of their
lessons, such a difference in teachers’ educational background will inevitably cause some degree of rural-
urban educational inequality. In addition, a regional disparity can also be seen in the proportion of
experienced teachers. According to the China Education Panel Survey (2013-14) conducted by Renmin
University of China, more than 70% of urban teachers have over 10 years of teaching experience, but the
figure falls to only about 37% among rural teachers. The difference in teaching experience will naturally
influence the quality of education, becoming another possible factor behind rural-urban educational
disparities. To address this issue, what should be done first will be to implement various measures to allocate
more qualified teachers to rural schools. However, it is also true that the treatment and work environment
in rural schools are less satisfactory than in urban schools, so the recruitment of new qualified teachers has
been a dauting challenge in rural areas.

So far, we have examined rural-urban educational disparity in China from the three perspectives.
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Needless to say, the relationship among parents, students, and schools will provide another perspective to
this issue, but it is beyond the scope of the present report. The following section will focus on the

countermeasures that have so far implemented to narrow rural-urban educational gap.

4. The Countermeasures Implemented So Far

The countermeasures implemented so far can be classified into two types. The first type is those
imposed by the cooperation between the government and private organizations to secure the enrollment
rate. In this type of measure, the government at each level dispatches special personnel to rural areas and
have them investigate the families with school-aged children and find out their enrollment status. If a family
cannot send the children to school for some special reasons, the government provides support including
financial aid. As for the aid by private organizations,
a project called “Spring Bud Program” will deserve
a special mention as a good example. It is a project
run by the China Children and Teenagers
Foundation in cooperation with the central
government, aiming to provide financial support for

female children who cannot attend school for family

reasons'. Home visits by government officials can

Ms. M (in the middle) from Xinjiang Uighur

ensure the adequate support for those who are in

Autonomous Region once attended school helped by need, but this type of measure covers a limited

the financial support from the Spring Bud Program. range of areas, and therefore, it cannot work as a
universal method. Large-scale programs such as the “Spring Bud Plan,” on the other hand, can reach a wide
range of target students and secure financial resources relatively easily, but how to identify those students
who are need support has been a challenge to address. Most of the supporting measures taken so far have
targeted at those students who cannot attend school due to poverty. However, in rural areas, some children
are not admitted attending school due to the individual beliefs of their parents or households. The existing

situations like these have negatively affected the school enrollment rate in rural areas. To solve this problem,

a campaign to raise rural families’ awareness of new morals and values will be necessary. Providing

! For example, Ms. M (the middle person in the photo above) once went to school in her hometown of
Xinjiang with the financial help by the Spring Bud Program. Working as a member of the Air Force, she is

now helping those underprivileged girls in her hometown by supporting the Spring Bud Program herself.
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enlightening lectures to rural parents will be an effective method for transforming the conservative notions
of rural families to some extent. For example, a long-standing notion that female children do not need
education is too outmoded to be accepted today. Helping girls from this kind of antiquated idea is part of
the goals of the aforesaid “Spring Bud Program.”

Along with these measures to ensure the enrollment rate of rural children, teacher training programs
are another primary countermeasure taken so far. For example, aiming at assigning more qualified teachers
to rural areas, the central and regional governments have financed the tuition fee exemption system at
normal universities across China, allowing students attend school on the condition that they will work for
a rural school for serval years after graduation. Although such measures seem effective to some degree,
they may not be highly conducive to the acquisition of excellent rural teachers because students of normal
universities may not always be enthusiastic about the idea of working in rural areas in the future. In addition,
it is reported that some of the students who were granted tuition exemption didn’t fulfil their pledges but
found a position in urban schools. This seems to suggest that the exemption system and special programs
in normal universities cannot be a comprehensive solution to the shortage of rural teachers.

This section has classified the existing countermeasures into two types and examined their benefits
and limits. The final section below will conclude the entire report with the present author’s view on the key

challenges that lie in China’s efforts toward the elimination of educational inequality.

5. Conclusion and Future Outlook

This report has examined China’s rural-urban educational disparity by using some survey data as
its reference sources. Most of them were taken from the China Education Panel Survey conducted by
Renmin University in 2013-14. Some other data were those found in a paper by Li Jian published in 2016.
The figures regarding the year 2019 onwards were borrowed from the statistical data provided by the
Ministry of Education of China. Therefore, it is necessary to verify the relevance of each data, and it should
be noted that not all of them are applicable to today. Even considering these limitations, however, personally
all the data cited in the present report seems compelling enough to represent the reality of China’s
educational disparity. In addition, the possibility of the negative impact of the COVID-19 crisis since 2020
should not be underestimated. While remote lessons via the Internet have been promoted, rural children are
in a disadvantageous position because of the poor Internet access in China’s rural households in general.

To narrow China’s education gap, Chine will need to address two primary challenges: the reform
of the existing household registration system and the distribution of the sufficient funds for school
management. The reformation of the household registration system will give rural children greater mobility,

which will eventually lead to the reduction in inequality in access in education. However, a drastic increase

140



in migration from rural to urban areas will cause some negative effects such as the population aging in rural
areas. However, to what degree should the registration system be reformed? This will be a key issue to
solve education gap in China. On the other hand, if the education funds are secured, not only educational
environment and facilities but teachers’ working conditions will naturally be improved. In addition, some
rural schools will be able to gain financial support from private organizations. As discussed in the former
sections, China’s education is currently funded mainly by national, provincial, and local governments;
however, there is a lack of the financial support by cities and prefectures, and these intermediate

governments’ serious commitment have been and will be needed to reduce China’s rural-urban education

gap.
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