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A Comparative Analysis of the Social Insurance Systems in Japan and China

Hiroki Amano
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1. Introduction

Public awareness of Japan’s aging population has steadily increased over the decade, and the
need to address the problem has been acutely felt across the nation. Naturally, the social insurance
system and its future have been a controversy among the citizens. In Japan, all registered residents
aged twenty to fifty-nine must enroll in the National Pension System and pay the premium of 16,980
yen per month. In addition, company workers are obliged to enroll in the Employee’s Pension
Insurance and must pay the monthly income-based premium. Today this pension system has been a
heavy financial burden for the younger generations, and there are fears that the current system may
not be sustainable for another fifty years. Likewise, China is facing the problem of aging population,
causing concern that the demographic crisis potentially threatens the country’s social insurance system
to collapse.

What solutions can effectively alleviate the negative impact of population aging on the social
insurance systems in both countries? To find an answer to this question, this paper examines the current
situation of the social insurance systems in China and Japan and attempts to predict the future outlooks
for both based on previous studies. The paper also investigates the social security and pension systems
of other nations and explores whether they can provide alternative models for a sustainable social

insurance system for an aging society.

2. The Basic Structures of Social Insurance Systems in Both Countries

This section focuses on the basic structures of the insurance systems in Japan and in China. In
Japan, largely two types of insurance are available: the social (or public) insurance and the private
insurance. The former is a system run by public organizations such as the national and local
governments, and the latter is the products provided by private insurance industry.

The former, public insurance system is supported by the four pillar as follows: the Employees’
Health Insurance (fi# 5% £& &, Kenko-Hoken), the National Health Insurance ( [E K f# 5 &
¥, Kokumin-Kenko-Hoken), the Employees’ Pension (J&4:4F4E, Kosei-Nenkin), and the National
Pension (IE R4, Kokumin-Nenkin). The first program, the Employee’s Health Insurance covers
employees’ diseases and unexpected accidents, and the premiums are shared evenly by the employees
and the employers. The dependent family members of the insured employee, too, are under the
coverage of this program without paying the premium (“Employees’ Health Insurance System and

Employees’ Pension Insurance System, 2024). The second program, the National Health Insurance is



a policy designed for the self-employed, and they must pay the premiums by themselves. Third, the
Employees’ Pension covers company workers just as the Employee’s Health Insurance does, but the
purpose is to provide the benefits for the old-age pension, the disability pension, and the survivors’
pension. old-age pension, disability pension, and survivor's pension. Finally, the National Pension is
another type of public pension scheme, but it provides a wider coverage than the Employee’s Pension
does. In this paper, the discussion of Japan’s social insurance system focuses attention on the National
Pension.

As previously mentioned, the National Pension provides basic pension benefits to all the
registered residents, affecting the lives of people of diverse age groups. People aged from 20 to 59 are
obliged to enroll in this scheme. The scheme is under the jurisdiction of a government agency, and the
pension premium is reconsidered and revised each fiscal year. The premium for the fiscal year 2024
is 16980 yen per month.

Next, let us turn now to China’s insurance system In China, as in Japan, both social (or public)
and private insurance is available. As for the social insurance system, the social insurance law
stipulates that it consists of five types of mandatory insurance schemes, which include the Basic
Pension, Medical insurance, work-related injury insurance, unemployed insurance, and maternity
insurance, as well as one more fund-called Housing Provident Fund. This structure of the whole system
is called “Five Insurances and One Fund (71[%;—4).” Among these five schemes of China’s social
insurance system, this paper mainly focuses on the Basic Pension Insurance.! It is a crucial scheme
to ensure financial security in old age and is divided into three main categories. The Public Servants’
Pension system is mandatory for all public servants, ensuring that government employees have
pension coverage upon retirement. Next, the Urban Employees’ Pension system is a compulsory
scheme for urban workers, much like the Employees’ Pension Insurance in Japan. This scheme is vital
for workers in urban areas, providing them with old-age, disability, and survivors’ benefits. Lastly, the
Urban and Rural Residents’ Pension system is designed for non-employed urban residents and rural
residents, but the enrollment in this scheme is voluntary. This flexibility allows individuals who are

not full-time workers to receive pension benefits if they choose to join the scheme.

3. The Future of the Social Insurance Systems in Both Countries
This section mainly discusses the future of the social insurance systems in Japan and China.
As for Japan, the National Pension is likely to be in jeopardy unless the premium is revised.
According to an analysis by Ataigawa (2010), under the current pay-as-you-go scheme, it is difficult
to ensure the stable operation of the country’s welfare pension including the National Pension for the
following reasons. There are largely two types of financing schemes for public pension systems:-the

pay-as-you-go scheme and the funded scheme. Under the former, the pay-as-you-go scheme, the

! Hereinafter referred to as “Pension system”.



pension benefits of the elderly generation are financed by the financial resources contributed by the
working-age population of younger generations. The funded system, on the other hand, is one in which
pension benefits for the elderly are financed by the financial resources accumulated by the pensioners
themselves during their working years. The following is a summary of Ataigawa’s provisional
calculations of pension benefits under these two schemes (2010, pp. 6-8).
If we suppose that the rate of wage increase is equal to the investment return on the pension
provided, the future scenario under the funded scheme is likely to be as follows:
LPA = (The average length of the pension reception period of an insured person)

LPS = (The average length of the life expectancy of a surviving wife after the husband’s death)

SPR = (The payout ratio for a survivor's pension)

TPP = (The total pension benefit payment per year)

APP = (The actual pension benefit payment per year)

PP = (The total annual pension premiums)

SA = (The total salary of an insured person during his working years)

If we assume that the insured person receives the pension benefits for forty years, the values of these
variables are as follows: LPA = 15 years, LPS = 10 years, and SPR = 3/4. If two-thirds of TPP is
financed by the national treasury expenditure, and the income replacement rate is around 50%, the

following equation holds:

3 2 1
TPP = 15APP + 10+ APP,=TPP = 40PF,> PP = SA

2,225 1 .,

37740 27T T
A _ 01875
APP

This ratio signifies the insurance premium rate. Since this ratio is determined on an individual basis,
population aging is unlikely to affect it. Thus, the pay-as-you-go scheme will not pose a problem for
the sustainability of Japan’s pension system.
Currently, Japan’s pension system is run under the pay-as-you-go scheme. Assuming that the same
scheme continues to be adopted, the future scenario for the Employees’ Pension will be as follows.
The old-age population ratio is the value which is obtained by dividing the elderly population by
the working-age population. If the letter a represents this value, the following equation holds for o,

the elderly population, and the working-age population.

TPP x (Number of elderly population) = PF x (Number of working age population)



TPP * a = PF
Suppose that half of the national pension is financed by the national treasury, and that two-thirds of
TPP is equal to APP. If the income replacement rate is set around 50%, the following equations are

given:

2 1
TPP xa = PF,§TPP = APP,EPF =S5A

SA=taxSapp
= —q % —
2972

The ratio of the post-retirement pensioners to the pension insurance members is estimated to be 55%
in 2030 and 86% in 2055, meaning that SA/APP will be 18.48% in 2030 and 29% in 2055 (Ataigawa,
2010, pp. 7-8). The increased financial burden will not be carried by retired individuals but will be
imposed on the younger generations. The implication here is that as the aging population continues to
grow, the burden on pension insurance members will increase.

As for China, its pension system is likely to face a crisis due to the following factors. According
to Yang (2021), without reform, the current public pension system of China will not be sustainable.
The proportion of the elderly aged 65 or over will double between 2010 and 2030. In addition, the
dependency ratio of the Basic Old Age Insurance (BOAI),? which measures the number of pension
recipients relative to the number of active contributors, has increased significantly over the past three
decades. More specifically, it rose from 19% in 1990 to 39% in 2020 (Yang, 2021, p. 13). According
to China Pension Actuarial Report (FEFFESREHE M) 2019-2050 published by the Chinese
Academy of Social Sciences (CASS), this ratio is expected to rise even further, reaching 60% by 2035
and an alarming 81.8% by 2050 (as cited in Yang, 2021, p. 13). Due to the accelerating population
aging, China’s public pension fund will reach to its limitation in the very near future (Yang, 2021, p.
13). Based on the CASS’s pension report, Yang says, “Although the income of BOAI funds is larger
than its expenditure for most years since 1989, ... the accumulated balance of BOAI funds will soon
reach to the peak in 2028 (around 4.5% of GDP) and then decreases, [and finally,] by 2035 it will be
exhausted” (Yang, 2021, p. 13). Fig. 1 below is a graph cited from Yang’s discussion about this risk:

2 Hereafter referred to as “BOAI ”



Fig. 1

Income and expenditure of China's pension system (% of GDP)
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Note. Cited from “Towards Equity and Sustainability? China’s Pension System Reform Moves Center Stage,” by L.

Yang, 2021, World Inequity Database, p. 15.

Furthermore, Chén (2005) points out a fundamental flaw in the current pension system. At the
start of the current form of pension system, the Chinese government did not establish a fiscal policy
to secure a financial source dedicated to paying the pension to the elderly of pensionable age. Instead,
the government redirected the social pooling fund into their pensions. This approach placed a burden
on the working-age population and private companies. Consequently, both the individuals and
companies currently enrolled in the system today are carrying an undue financial burden (Chén, 2005,
pp. 70-71).

Additionally, the legacy of Mao’s policies remains influential. the legacy of Mao's policies
remains influential According to Li, “The long-term challenge for China is to recognize that the proper
pension system is one that eventually keeps the balance between economic growth and social justice,
not by means of government intervention, but by the market mechanism itself (2004, p. 33).” To
establish a more appropriate and sustainable social insurance system, the Chinese government needs
to reconsider its distance the business community.

Thus, Japan’s National Pension and China’s Basic Pension are both facing formidable
challenges and need to tackle them. However, whereas the challenges for Japan stem from a single
factor, the aging of the population, China needs to address not only population aging but also the

fundamental structural deficiencies in its pension system.



4. Solutions Suggested by Social Insurance Systems of Other Countries

As mentioned in the previous sections, from a structural perspective, the Japanese social
insurance system is more stable and sustainable than the Chinese counterpart. In this light, Japan and
other countries may suggest alternative solutions that contribute to the reform of China’s social
insurance.

As one example, the “macroeconomic slide” mechanism of Japan’s pension system will be
worth mentioning. This mechanism was introduced in 2004 as a measure to automatically adjust the
level of pension benefits in accordance with the decrease in the number of the insured (i.e. the working-
age premium payers) and the extension of the average life expectancy. Most primarily, the
implementation of this mechanism aims to achieve long-term stability of the financial resources by
adjusting benefits while reducing the burden on the working-age premium payers. This measure will

3 exceeds the future expenditures,*and, therefore,

be applied until the time when the future revenues
the long-term financial stability is ensured. According to Usuki (2022), however, the end of the
application of this measure is expected to be later than planned. This section discusses the potential
risks in applying this scheme to China. Characteristically, the “macroeconomic slide” takes effect only
when price and wage growth rates have exceeded a certain level, and this is the reason why the

adjustments have been delayed in Japan.

Fig. 2

Inflation Rate: People’s Republic of China (% per year)

GDP Growth Inflation Current Account

Inflation Rate: People’s Republic of China

0.5%

0.2%
I

Source: Asian Development Bank. 2024, Asian Developmient

Note. Cited from Asian development outlook: September 2024, by Asian Development Bank, 2024.

In the case of Japan, the rate of real price and wage growth was lower than theoretically

3 The sum of the insurance premiums and the investment revenue from the reserve funds.
4 The sum of the pension benefits paid to the existing pensioners.
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predicted, and it is possible that China is placed in the same situation. As the graph above (Figure 2)
provided by the Asian Development Bank shows, China’s inflation rate in 2025 is estimated at 1.2%
per year. Regarding the macroeconomic slide mechanism, low inflation and economic stagnation
negatively affect its effectiveness. In China, in particular, the social insurance system is practically run
by provincial governments, so some provinces in rural areas will face a harder situation. On the other
hand, the Chinese government excels the Japanese counterpart at prompt implementation of political
measures. For these reasons, it will be safe to say that in China, the macroeconomic slide is likely to
take effect more swiftly and-with less risk of delay than in Japan.

From a comparative perspective of China and the U.S., Dong and Cui (2010) has suggested
several points that the Chinese government should take into consideration as the administrator of social
insurance system. First, the U.S. social insurance system is fundamentally administered by a single
agency under the control of the federal government; meanwhile, that of China, as mentioned before,
is administered by provincial governments. Not limited to the administration of the social insurance
system, China’s local governments have direct control over the lives of their residents, including the
regulation of their freedom of travel between provinces. In addition, in the U.S., there are government
subsidies that aim to reduce social inequality across states. Matching grants and block grants are the
major grant programs available at present.

Finally, it should be once again emphasized that both Japan and China are facing population
aging, and their social insurance systems need to resolve the intergenerational imbalance of the
benefits and the undue burden on the working-age premium payers. As for Japan, Ataigawa (2010)
argues for the need to secure the financial resources by lowering payment and raising the premium, as
well as increasing pension benefit rates. The same is true for China. Both governments need to tackle

population aging by taking these measures.

4. Conclusion

The social insurance systems in both Japan and China are facing serious challenges due to
populations aging. On the one hand, Japan’s system is more improved by the adoption of measures
such as the macroeconomic slide mechanism; yet it still fails to achieve financial sustainability and
equal financial burden shared across generations. Similarly, China’s social insurance system too is
facing major structural-problems, including the administrative decentralization of the system, the
“empty accounts” problem, and the rapid increase in the dependency ratio.

To address these challenges, both nations can learn not only from each other but from other
countries which have alternative models for social insurance. In China, in particular, the adoption of
the centralized governance similar to the U.S. model as well as the-implementation of the schemes
such as the macroeconomic slide mechanism will enhance the sustainability of the country’s social

insurance system.



Finally, the most fundamental solution lies in striking a balance between sustainability and
social equity. The governments of China and Japan both need to act more proactively to ensure the
future stability of their social insurance systems, and this paper proposed several solutions that can

contribute to the structural reform of their current systems.

References
Asian Development Bank. (2024). Asian development outlook: September 2024.

https://www.adb.org/publications/asian-development-outlook-september-2024

Ataigawa, Y. (2010, March). A study of the rapidly aging population and social insurance system in
Japan. The Journal of Economic Studies, Nihon Fukushi University, 40, 1-32.
https:/mfu.repo.nii.ac.jp/records/1046

Chén, Y. (2005, November & December). China’s basic endowment insurance system: The current
status and challenges. The Economic Review, Kyoto University, 176(5-6), 638~659.
http://hdl.handle.net/2433/66340

Chinese Academy of Social Sciences. (2019). H[EFREBFEHE MR L 2019-2050. Chinese Academy

of Social Sciences. http://cisscass.com/yanjiucginfo.aspx?ids=26&fl=3

Dong, K., & Cui, P. (2010). The role of government in social security: A comparative analysis between
China and the United States. Public Performance & Management Review, 34(2), 236-250.
https://www.jstor.org/stable/41104059

Employees’ health insurance system and employees’ pension insurance system. (2024, September 5).

Japan Pension Services. https://www.nenkin.go.jp/international/japanese-

system/employeespension/employee.html

Feng, H., Liu, H., Cao, W., Wang, X., Liang, Q., & Hu, X. (2024, April 23). Enhancing pooling
levels strengthens the risk resilience of healthcare insurance: A case study of basic medical
insurance fund operations data in Gansu, China. BMC Public Health.

https://doi.org/10.1186/s12889-024-18558-y

Huang, Y., & Han, S. (2021). Explaining social insurance participation: the importance of the social
construction of target groups in China. Policy Studies, 43(3), 578-598.
https://doi.org/10.1080/01442872.2020.1865529

Li, S. (2004). China’s “Pension Reform.” Perspectives on Work, 7(2), 31-33.
https://www.jstor.org/stable/23272021

National pension: Everything that you need to know as a student. (2024, April 1). Japan Pension
Service. https://www.nenkin.go.jp/service/kokunen/kanyu/20150401.html

The premiums for “PayPay Insurance” can now be paid with a credit card (formerly “deferred

payment”)! (2023, November 27). PayPay. https://paypay.ne.jp/notice/20231127/f-insurance-

10


https://www.adb.org/publications/asian-development-outlook-september-2024
https://nfu.repo.nii.ac.jp/records/1046
http://hdl.handle.net/2433/66340
http://cisscass.com/yanjiucginfo.aspx?ids=26&fl=3
https://www.jstor.org/stable/41104059
https://www.nenkin.go.jp/international/japanese-
https://doi.org/10.1186/s12889-024-18558-y
https://www.jstor.org/stable/23272021
https://www.nenkin.go.jp/service/kokunen/kanyu/20150401.html
https://paypay.ne.jp/notice/20231127/f-insurance-credit/

credit/
SB Payment Services Editorial Office. (2023, June 30). What is direct debit (automatic withdrawal)?
How does it differ from bank transfer, how it works, and how much is the fee? SB Payment

Service. https://www.sbpayment.jp/support/ec/accounttransfer/

Sun, Q., & Suo, L. (2007). Pension Changes in China and Opportunities for Insurance. The Geneva
Papers on Risk and Insurance. Issues and Practice, 32(4), 516-531.
http://www.jstor.org/stable/41952959

Ujiie, Y. (2021, July 6). What types of insurance are there in Japan? Public and private insurance

explained. AXA Life Insurance. https://www.axa-direct-

life.co.jp/knowledge/fpcolumn/other/17.html
Usuki, M. (2022). Why is the macroeconomic slide not effective? Oikonomika, 57(1), 3-25.

https://ncu.repo.nii.ac.jp/records/3313

Yamaguchi, O. (2018). Opinion: The history, current status and future prospects of corporate pension
plans in Japan. Yokohama Business Review, 38(3/4), 11-30.
https://ynu.repo.nii.ac.jp/records/9210

Yang, L. (2021). Towards equity and sustainability? China’s pension system reform moves center

stage. World Inequity Database. https://wid.world/methodology/#library-browse-by-country

Zhang, J. (2012, August 9). The current situation of the expanding life insurance industry in China.
Daiwa Institute of Research.

https://www.dir.co.jp/report/consulting/research_analysis/120809.html

11


https://paypay.ne.jp/notice/20231127/f-insurance-credit/
https://www.sbpayment.jp/support/ec/accounttransfer/
http://www.jstor.org/stable/41952959
https://www.axa-direct-life.co.jp/knowledge/fpcolumn/other/17.html
https://www.axa-direct-life.co.jp/knowledge/fpcolumn/other/17.html
https://ncu.repo.nii.ac.jp/records/3313
https://ynu.repo.nii.ac.jp/records/9210
https://wid.world/methodology/#library-browse-by-country
https://www.dir.co.jp/report/consulting/research_analysis/120809.html

China’s Soaring Youth Unemployment: Factors and Solutions

Momoka Furuyama

Sophomore, Faculty of Economics

1. Introduction

In recent years, youth unemployment has been soaring in China and posing a serious problem
to the society. Landing a decent job is becoming increasingly hard for even new university graduates
with sufficient academic skills and degrees or young people who are freshly entering the job market.
This paper examines youth unemployment in today’s China from the perspectives of the current

situation, causes and potential solutions:

2. The Current Situation of China’s Youth Unemployment

This section will focus on the current situation of job scarcity in China. The youth
unemployment has been a serious challenge for China int the last five years. As Figure 1 (below)
provided by the National Bureau of Statistics shows, China’s official unemployment rate in the 1624
age group in urban areas exceeded 21% as of 2023, the highest recorded level in nearly two decades,
and it has steadily continued rising every month this year. Compared to the national average
unemployment rate, which stands at around 5%, the youth unemployment rate is strikingly higher. On
the other hand, according to the Japan Research Institute, during the same period, Japan’s youth
unemployment rate was 4.2% (Sano, 2023, p. 1), highlighting the significantly higher youth

unemployment rate in China.

Fig. 1
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Times, by C. Fu, 2023.
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On the other hand, the unemployment rate among 25-to-59-year-olds in June was 4.1%,
indicating that job shortage is a problem conspicuously serious among young people in China.
Moreover, it is even harder for college graduates to find employment that can match their majors and
degrees. The situation is particularly concerning because young people, especially university graduates,
usually considered an index of the future of the nation’s labor market. Unable to find work related to
their degrees, many students are now choosing to go on to graduate school to avoid entering the
workforce immediately. As a result, post-graduate students are increasing. Among undergraduate
students, it has now become a trend to post zombie-like photos (such as Fig. 2) on social media
platforms after they have attended the graduation ceremony. Known as “zombie style” poses, their

attitude is considered to signify Chinese youth’s profoundly sarcastic rejection of societal expectations.

Note. Photos from “/INELZE” (Xiaohongshu or RedNote), a Chinese social networking platform.

The vogue of such notions as “tangping” or “lying flat” on the Internet is also attributable to the
problem of job shortage. “Tangping” (4#}~), or “lying flat” in English, is a social phenomenon in
China that has gained significant attention since 2021. This concept describes a mindset or lifestyle
where individuals, especially young people, intentionally step away from the heavy societal pressures
to achieve conventional success, such as climbing the career ladder, earning high salaries, getting
married, buying a house, or attaining social prestige. Instead, they embrace a simpler, less demanding
way of life, prioritizing personal well-being and mental health. They often choose to limit their
involvement in work and societal expectations, opting for a laid-back approach and doing only what
is necessary to get by. In other words, those who choose to lie flat deliberately remain idle and do not
work or engage in any economic activities. As a consequence, the scarcity of youth employment has

seriously affected the lives of not only the young but also their parents.
3. The Causes of China’s Youth Unemployment
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There are three major factors contributing to the current situation of the youth unemployment

in China.

3.1. Economic Slowdown

One crucial factor is the recent slowdown in China’s economic growth. China has experienced
a rapid economic growth over the past few decades, but its growth rate has slowed down in recent
years. As Figure 3 shows, Chinese GDP growth rate temporarily fell in 2020 due to the COVID-19
pandemic, but it rebounded to 8.5% in 2021 along with the recovery from the COVID-19 shock;
nevertheless, in 2022, the rate dropped significantly again to 3.0%.

Fig. 3
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Note. Cited from “Chinese GDP Growth Dips Once More in 2022,” Statista, by K. Buchholz, 2023.

This sharp decrease of GDP growth has been driven by various factors, including the
intensification of the U.S.-China trade war, the “Zero-COVID” policy implemented as a pandemic
countermeasure, real estate regulations, semiconductor shortages, and the impact of the Russian
invasion of Ukraine. The impact of the COVID-19 was particularly significant. The “Zero-COVID”
strategy implemented in 2020 negatively affected the country’s economic activity. For example, the
COVID-19 pandemic led to temporary closures of businesses, layoffs, and disruptions to supply chains.
During the three years from 2020 to 2022, repeated lockdowns and mandatory quarantines disrupted
economic activity and dampened labor demand. Moreover, some economists expect that China’s GDP
growth for 2025 will slow to 4.4% (Ye, 2024); and according to the latest survey conducted by Nikkei
Asia, the downward trend is likely to continue for 2026 with 4.1% as the projected growth rate. In
response, Chinese companies have halted recruitment, resulting in a further reduction of job

opportunities and particularly affecting young job seekers.

14



3.2. Mismatch Between Education and Job Market

A second cause is that the structural mismatch between education and the labor market has been

escalating due to the growing aspirations of young graduates in China. One major factor behind this
is the increase in both universities and university graduates in the country. The number of universities
has nearly tripled from about 1,100 in 2000 to more than 2,800 by 2023. In addition, university
education is becoming more common in China, and university graduates are on the rise. University
applicants has increased too. As of 2024, a record number of 13.42 million examinees sat for the
national college entrance examination called Gaokao across the country. The number of examinees
has exceeded 10 million for 6 years consecutively. Along with this increase, the number of new
university graduates has kept rising as well, reaching the 10 million marks for the first time in 2022,

with an estimated 11.7 million this year, surpassing the 11.58 million figure for 2023.

Fig. 4
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Note. Cited from “The Growing Number of Chinese University Graduates and the Challenges of Employment

Mismatch, JB Press, by Y. Kato.

While the rate of students entering universities and vocational schools in China has been
increasing, “employment mismatches” have become the norm, where university graduates are unable
to find suitable jobs, even though there are jobs available. In China, industries such as information and
communications technology (ICT), automobiles, and finance are among the most desirable industries
for university graduates because of their high salary levels and promising prospects. According to
AFPBB News, “the five largest employers (by industry) of Chinese new graduates in 2021 were
education, manufacturing, IT, finance, and scientific research and technical services, sharing
respectively 15.1%, 14.5%, 13.1%, 8.5%, and 7.4% of the employment of this group, or accounting

for 58.6% combined” (“Employment Trends in China,” 2022). However, in these industries, there is
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an imbalance between the limited number of job openings and the very large number of job applicants,
indicating the problem of excess supply of labor.

On the other hand, in contrast to the job preferences of college graduates, many companies are
in need of the workforce for their factories, stores, and other workplaces. For example, merchandise
salespeople, delivery workers, and restaurant hall staff are in serious shortages. However, only a small
percentage of college graduates seek employment in these sectors. Thus, there has been a mismatch
between the skills acquired in college and those demanded by employers, which has resulted in an
increasing number of the Chinese youth working in fields irrelevant to their college majors or being
unable to find jobs. Reflecting this situation, the word “/# 2> has begun to be widely used to refer
to young people who cannot find a job that suits them. Originally, this term referred to the vast amount
of unfinished construction projects that have piled up in the real estate sector. Recently, however, social
media uses the term to mean the country’s job-seeking but unemployed youth. This mismatch in the
job market has posed two challenges to Chinese society: the high unemployment rate among young

people with tertiary education and the growing labor shortage in low-wage industries.
4. The Chinese Government’s Measures to Tackle Youth Unemployment
The Chinese government is enforcing various measures to tackle the problem of unemployment

among young people, and this section will focus on the three primary attempts.

4.1. Youth Unemployment Subsidies

First, the Chinese authorities have unveiled a series of subsidies to promote the employment of
college graduates and other young job seekers. In June 2024, the Ministry of Human Resources and
Social Security under the Chinese government promulgated the “Notice on Employment of and
Entrepreneurship by University Graduates,” stating that it would grant subsidies to the companies that
hire new and former graduates and other unemployed young groups (young job seekers of legal
working age). The government also decided to provide the subsidies to increase recruitment events
held on university campuses, suggesting a target of holding such events once a week in urban areas
with large numbers of college graduates (Matsuda, 2024). As other examples of the government
subsidies to strengthen youth employment support, the following two will be worth mentioning: one
is the subsidies from the Social Insurance Fund for flexible workers who have difficulty finding work
and university graduates who have not been employed over the past two years; the other is the special

loans to support platform companies (Cheung, 2022).

4.2. Employment Creation

The Chinese government increased civil service employment in 2020. However, in the 2023

application round, there were 7.7 million applicants for 200,000 government job openings (Chen &
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Cherry, 2023). In 2022, subordinate organizations of the Communist Party provided 100,000 job
opportunities, but it was not effective enough to help 10.76 million college graduates land a job. The
promotion of “rural postings” was another example of ineffective measures, and the encouragement

of university graduates to join housekeeping industry has failed to attract many applicants.

4.3. Alternative Solutions

Despite the package of measures implemented by the government to date, unemployment has
continued to plague China’s youth. Therefore, this section suggests some alternative approaches.
Considering that many Chinese people get a job in Japan, Japan’s employment system will serve as a
good model for China. First, it is worth noting that the average hourly wage in Japan is significantly
higher than that in China: as of 2021, an average worker in Japan is paid about 850~1,000 yen per
hour, while its Chinese counterpart is paid only 22~45 yuan or 440~921 yen. Given this, raising the
minimum wage will effectively boost employment in China. Chinese students’ motivation for
surviving the fierce competition and enrolling in university is to land a high-paying job after
graduation. If China’s minimum wage is raised, it will be conducive to higher salaries in many sectors,
eventually giving young people a wider choice of occupations and alleviating the problem of youth
unemployment. In addition, social prejudice against manual labor and other low-paying occupations
is a contributing factor to China’s high unemployment rate; so, the government should improve
working conditions and wages for these occupations and eliminate the prejudice against them. Better
wages and safer working environments will change the widespread negative perceptions about low-

paying jobs.

5. Conclusion

The rising youth unemployment in China is a complex problem caused by economic slowdown;
and the mismatch between education and labor market demand. The challenges young people face in
finding a job and securing employment not only affect their personal lives but also have far-reaching
implications-for the nation’s economy and social stability. The Chinese government has implemented
a package of initiatives including the subsidies for youth employment support, the increase of new
civil service positions, and the promotion of employment in rural areas; nevertheless, these measures
have not been successful enough to fundamentally solve the country’s youth unemployment. In this
light, the employment systems of foreign countries will present an alternative model for China. In
particular, given that under Japan’s employment system, the government’s employment policies and
the flexibility of the labor market have complementarily lowered the youth unemployment rates, the
Japanese model can have some practical implications for China. To tackle youth unemployment, it is
vital for the Chinese government to address— the structural problems in the country’s labor market by

improving working conditions, raising wages, and eliminating social prejudice against low-paying
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occupations. In addition, the government should also make more efforts to correct the imbalance
between labor supply and demand by aligning the curricula of tertiary education with market needs
and diversifying job opportunities for university graduates. If the Chinese government aims to reduce
youth unemployment and secure a more stable and prosperous future for the country's younger
generations, it must take a holistic approach to youth employment involving policy reforms, social

and cultural transformation, and more effective economic strategies.
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1. Introduction

Modern economic growth and technological advances have made our lives richer and more
convenient than ever before. However, the current economic prosperity created not only material
wealth, but also new social problems such as income inequality and environmental destruction. In
general, economic growth is caused by some key factors such as technological innovation, investment,
and labor quality; on the other hand, the effects of economic growth differ between countries and time
periods. For example, in the case of Japan, the period of post-war high economic growth led the nation
to a mature economy; in contrast, China’s economic growth was rapidly strengthened by the policy of
reform and openness.

A comparison of the processes of economic growth in China and Japan will give us interesting
insights into the major factors of sustainable economic growth. This paper, therefore, aims to explore the
development of Japan’s post-war economy in comparison to China’s economic reform and openness based

on the theory of macroeconomics and propose some solutions to economic stagnation in both countries.

2. Macroeconomic Theory

This paper relies on two macroeconomic models, and they should be briefly introduced first. The
Solow growth model is used to examine how capital accumulation, labor input, and technological
progress contributed to economic growth. Endogenous growth model is used to assess the roles of
innovation, education, and policy decisions in long-term economic growth.

The Solow growth model is useful for analyzing Japan’s high economic growth from the 1950s
to the 70s because capital accumulation and technological advancement are remarkable features of the
period. On the other hand, China’s rapid growth is characterized by its distinctive technological
development after the reform and opening-up policy; therefore, Endogenous growth model will be
more practically applicable. Thus, capital accumulation, labor input, technological advancement, and
policies for sustainable long-term growth are the major factors indispensable for the discussion of the

rapid economic growth in both countries today.

3. Labor Input
As shown in Fig. 2, before WWII, economic activities in Japan overwhelmingly depended on primary

industries. The role of the primary sector steadily decreased, but it still accounted for about 45 percent of
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Japan’s industry around 1940. However, Fig.3 tells us that it was the period when the nominal added value
increased temporarily due to WWII and Japan’s GDP per capita increased sharply. After the defeat in WWII,
Japan was placed under the occupation by the Allied Powers led by the United States from 1945 to 1952.
During the first phase of the US occupation, Japan was a large textile exporting country. However, the
outbreak of the Korean War in 1950 became a turning point in the history of Japan’s economy, giving the
country a new role as the bastion of pro-capitalism/ anti-communism in East Asia. As Fig.2 indicates, the
labor input in Japan’s primary industry sector began to drop when the Korean War broke out. During the
same period, Japan’s secondary sector increased. Fig.3 demonstrates that the nominal added value in the
primary sector decreased from 1950 onwards. Moreover, the share of total labor and nominal added value
in the secondary sector increased while the country’s GDP per capita kept rising from 1950 to 1970. These
figures prove clearly that Japan’s economy has seen a major shift of labor input from the primary sector to

the secondary industry.

Fig. 1
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Furthermore, in 1950 onwards, there was an increase in Japan’s population, especially people

in the working age group, as a result of the baby boom from 1945 and 1950. As Fig. 4 indicates, there
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was a time lag between the increase in the working-age population the GDP growth. Therefore, the
increased population is unlikely to be the deciding factor for Japan’s post-war high economic growth.
One thing, however, is certain: labor input and the changes in the industrial structure correlate with
GDP growth.

Fig. 4
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Turning to China, as Fig. 6 demonstrates, the ratio of the working-age population started to
rise immediately after Deng Xiaoping’s implementation of the reform and opening-up policy in
1978, which paralleled the increase in the GDP growth rate per capita. It should be noted here that
China’s working-age population grew only after its GDP per capita increased, which looks quite
identical to what took place in Japan’s economy during the post-war high growth period. This will
again indicate that the increased working-age population played only a limited role in China’s
economic growth, and primary factors must lie somewhere else. Here, the endogenous growth
theory, will be worth citing because it considers that economic growth is fundamentally generated
from factors internal to the economy—such as education and investment in R&D (research and

development) —rather than the quantifiable increase in the working-age population.
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Moreover, as Fig.7 shows, China’s industries underwent structural changes over the last decades.

In 1970, the secondary sector grew rapidly into the country’s major sector. As of 1980, the value added
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of the primary sector accounted for 30% of China’s total GDP, but it has reduced to less than 10% by
2020; meanwhile, during the same period, the tertiary sector doubled its contribution to the country’s
total GDP. Fig.5 and Fig. 7 jointly indicate that the tertiary industries overtook the manufacturing
industries in 1995, when the GDP per capita started to rise. These structural changes in China’s
industries reflect China’s GDP growth more accurately and faithfully than the increase of the working-
age population does, thus endorsing the view presented earlier in my analysis of Japan’s high economic

growth.
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4. Technological Advancement

This section discusses the role of technological advancement in economic growth, but before
moving on to this main task, it is helpful to define the concept of total factor productivity, or what is
commonly referred to as TFP. TFP is the portion of the increased output that cannot be explained by
measured inputs such as land, labor, and capital. For example, the inputs in question include
technological improvements, intangible capital accumulation, worker’s skills and so on. While capital
and labor can be considered as quantitative factors of production, TFP measures the qualitative factors
of productive efficiency.

As shown in Fig. 8, the rise of TFP was the primary driver of productivity growth in Japan,
accounting for 60% to 80% of factors of total development. According to Fukao et al. (2019), “during
Japan’s high economic growth period (1955-1970), the improved labor quality increased the annual
labor productivity by 0.82%, while the extended working hours per worker had a negligible effect” (p.
15).  Additionally, Jorgenson, Nomura, and Samuels (2016) noted that during the same period, the
capital improvements in quality raised TFP by over 1% (as cited in Fukao et al, 2019, p. 15). This

25


https://www5.cao.go.jp/j-j/sekai_chouryuu/sa21-02/s2_21_1_1.html

indicates that the crucial factors of the growth in Japan’s TFP were the qualitative enhancement of

both labor skills and capital management, along with the country’s high literacy rate (99% in 1950)

and expanding opportunity in higher education (Fig.9).

Fig. 8
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The result of growth accounting analysis in the Macroeconomy.

Note. Cited from Structural Change, Capital Deepening, and TFP Growth in Japan: 1885-1970, by K. Fukao, T.

Makino & T. Settsu, 2019. (https://hermes-ir.lib.hit-u.ac.jp/hermes/ir/re/30372/DP692.pdf)
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Let us now examine how Japan during its high economic growth period achieved the qualitative

26


https://hermes-ir.lib.hit-u.ac.jp/hermes/ir/re/30372/DP692.pdf

enhancement of labor and capital. In my opinion, education is one of the main contributing factors.
Japan’s high literacy rate and the workforce with specialized skills and knowledge were the foundation
of the higher productivity of the country’s economy. Fig.10 illustrates the rise in the high school and
university enrolment rates among the population aged 18 since 1960. It is estimated that as of 1950
more than 30% of the Japanese population aged 18 were high school graduates; the figure rose to about
50% by 1960. The White Paper 2023 by the Ministry of Education, Culture, Sports, Science and
Technology found that as of 1950, Japan had an adult literacy rate of 99%. This fact indicates that
during the high economic growth period, Japan had a youth population with basic education, who were

ready to grow into a workforce with specialized skills and knowledge.

Fig. 10

The Correlation between the Population Aged 18 and the Higher Education Enrollment Rate in Japan

Note. Cited from White Paper on Science, Technology, and Innovation 2023, by Ministry of Education, Culture,
Sports Science and Technology, 2023.
(https://www.mext.go.jp/b_menu/hakusho/html/hpab202001/mext 02820.html)

Fig.11 illustrates how labor, capital, and TFP contribute to China’s GDP growth rate. As the
figure indicates, capital was the main contributing factor. On the other hand, TFP made a smaller
contribution than capital, or worse, it occasionally made a negative contribution.

These characteristics are peculiar to China’s GDP growth and not found in that of Japan, for the
two economies had different industrial structures. China focused on the quantity of products while
Japan emphasized the quality of products. However, it is pointed out that China’s growth might be
facing the problem of overinvestment. Before the reform and opening-up, it was said that China would
soon stagnate because it was sustained mainly by human capital and energy resources while neither
technological progress nor TFP were making any substantial contribution. However, since 2000, TFP
has been one of the key factors that fuel China’s economic growth, and the growth rate remained over
6% from 2000 to 2010. This change was most typically observed in 2007, when TFP accounted for
about 40% of the factors of the country’s economic growth, and the growth rate stood at more than

10%.
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Fig. 11
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In the case of China, a key source for the contribution of capital is foreign investment. To invest
in China, foreign-owned companies are typically required to form joint ventures with Chinese
companies. Despite the high costs of such partnerships, China's workforce, which is more abundant
and cheaper than in other countries, is attractive enough for foreign capitals. For example, in 2004,
Nippon Steel formed a joint venture with China’s Baoshan Iron & Steel in Shanghai and provided its
advanced steelmaking technologies to China’s steel industry. With this as the start, foreign investments
in China gradually increased, contributing significantly to the country’s industrial growth. As a result,
many Chinese firms are now focusing on manufacturing products for export.

Today, China’s industries have been transformed from a labor-intensive sector to human-capital-
intensive one. A primary reason behind this is the rapid increase in the enrollment rate in tertiary
education in China. As Fig.12 demonstrates, as of 2016, 42.7% of the country’s high school graduates
went on to university, while the rate was only 3.4% as of 1990. These figures prove the rise in the

working population with professional skills and knowledge in China’s labor market today.

Fig. 12
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Recent trends in tertiary education enrollment rates in Japan and China: 1990-2016
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Note. Cited from “Recent trends in tertiary education enrollment rates in Japan and China: 1990-2016,” by Science

Portal China, n.d. (https://spc.jst.go.jp/data/techoverview2016/3/3_05.html)

5. Capital Accumulation and Investment

This section discusses capital accumulation and investment during Japan’s high economic
growth period. Fig.13 shows the changes of the ratio of gross capital accumulation to GDP in Japan.
In this figure, it is noted that in the twenty years from 1950 to 1970, the ratio of both gross private
savings and gross private investment to GDP significantly increased from 15% in to 35%.

Then, how did these two factors affect Japan’s high economic growth? According to the Solow
growth model, higher capital accumulation increases the investment in the next period. This model has
two fundamental equations: one for production function and the other for capital growth.

The first equation describes how the changes in the level of output is affected by the changes in
capital, productivity, and labor. The second one represents the assumption that the growth in the capital
stock over a period equates the balance between the investment and capital loss within the period.

Moreover, large capital accumulation brings about an increase in the investment in the future
period. Therefore, large capital accumulation raises both investment (sY;) and the accumulation in the
next period (K;;1). Thus, the production (Y;;;) in the next period is monotonically increasing with

respect to Ky 1.

Y = F(K¢, AcLe)
AK;, = sY; — 6K,
K;: The capital stock in the present period
L: The labor in the present period
Y;: The output in the present period
s € (0,1) : The rate of capital accumulation
A,: Total factor productivity
6 € (0,1) : The capital — The depreciation ratio
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Fig. 13
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Note. Cited from Structural Change, Capital Deepening, and TFP Growth in Japan: 1885-1970, by K. Fukao, T.
Makino and T. Settsu, 2019. (https://hermes-ir.lib.hit-u.ac.jp/hermes/ir/re/30372/DP692.pdf)

However, K, is diminishing returns of capital. Therefore, if K, significantly increases, the rate
of increase in Y; per unit of K, slows down. Unlike what was indicated in Fig.1 cited in Section 3,
not only the capital accumulation but also the total factor productivity (A,) are decisive factors here.

Figure 14, which is originally provided by World Development Indicators and adapted by
Hasumi (2014, p. 31), since the reform and opening-up, the capital accumulation rate in China has
increased and remained higher than in other major developed countries. Once China’s capital
formation rate per GDP used to fluctuate at around 35%, but it has recently increased to 42%.
According to the National Bureau of Statistics of China, stock of capital, which is part of investment,
has continuously increased at an accelerating rate, averaging 9.3% per year before the reform and
opening-up (from 1952 to 1978), 10.0% from 1979 to 1998, and 13.5% from 1999 to 2007. One factor
behind the country’s high investment rate is the widespread concern about the underdevelopment of
its social insurance system including the pension system and medical insurance system. Even those
citizens who earn sufficient salary deposit it in a bank instead of spending it. However, given that
consumption is GDP minus capital accumulation and governmental expenditure, an abnormally high
level of capital accumulation can potentially increase GDP, but it also reduces the consumption level.

In other words, the benefits of economic growth do not reach the household budget.
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Fig. 14
%)

60

Ry R (P )
g0 |- - - BE ERE(HE)

——lrEE (A A)
W CRE)

40

30

20

10

(4F)

0 T T T
1970 1975 1980 1985 1990 1995 2000 2005 2010

The Capital Accumulation Rate in Japan, the United States, and China.

Note. Cited from-Ryo Hasumi, Investment, capital and economic growth: The correlations implied by growth
models, Economic Prism, vol. 124, p. 31, 2014.
(https://www.sangiin.go.jp/japanese/annai/chousa/keizai_prism/backnumber/h26pdf/201412402.pdf)

6. The Future Economic Outlook for China and Japan

We are now ready to consider what is the future economic outlook for China and Japan.

As Fig.4 cited in Section 3 indicates, Japan’s population is expected to shrink to 92.03 million,
or three-fourths of its current size, by 2050. In addition, Fig.13 and 14 show the steady decrease in
Japan’s investment rate. In other words, two of the important factors of economic growth are losing
their driving force.

Among numerous potential strategies to stimulate economic growth, the following two will
provide highly effective solutions for Japan. First, Japan should accept many more foreign workers.
This plan is inevitably controversial given the overall negative public perception about the increase of
foreign residents in Japan—such as a potential threat to the safety of local communities, a potential
rise of the crime rate, or the concerns over the costs of education policies for immigrants. Nevertheless,
this will be one most effective way to solve the country’s labor shortage.

Another practical solution is to promote the investments in basic and technological. Such
research can promote innovation and increase industrial productivity, which, in turn, compensate for
Japan’s shrinking workforce. Given Japan’s technological advances in fields such as Al, robotics, and
renewable energy, there is a very good chance that this solution will have a successful outcome.

Unless carefully planned and implemented, these strategies will not produce desired outcome;
still, Japan urgently needs to find how to ensure sustainable economic growth. In light of this situation,
the effective application of these strategies will be a highly promising solution.

Turning to China, it too is facing the challenge of aging population combined with the declining
birthrate. Considering that China’s economy relies on labor-intensive manufacturing, these
demographic challenges are quite severe. Moreover, unlike Japan, whose economic growth has been

stunted by underinvestment, China is facing the problem of overinvestment. If the Chinese market
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turned into a bubble, the investors in Chinese companies and real estate will be exposed to the burst
of the bubble. Thus, China’s economy is currently highly unstable.

The major hindrance to China’s economic growth is overinvestment. If China seeks economic
balance, it needs to address overinvestment and redistribute the benefits of economic growth to
households. As household income rises, real income available for the purposes other than investment
and consumption increases too. This, in turn, can improve corporate profitability and boost nominal
income. Thus, given that China has the world’s largest population and a huge number of business

enterprises, its total investment will rise.

7. Conclusion

This paper has examined the economic growth of China and Japan by focusing on its major
contributing factors: accumulation (investment), labor input, and technological advancement. Japan’s
post-war economic miracle was first ignited in the 1950s by technological advancement, TFP, and
capital accumulation. Subsequently, the population growth followed spurring it. On the other hand,
in the case of China, what first occurred after the reform and opening-up policy was a rapid increase
in population and capital accumulation, while TFP and technological advancement finally began to
increase after 2000.

A comparison of the two countries’ economic growth processes has revealed several differences.
Japan emphasizes human capital and seeks to develop TFP, while the foundation of China’s economy
has been its abundant labor force.

The economic challenges facing the two countries are different, too. However, they will be able
to solve their problems by taking advantage of their respective areas of expertise, Japan by leveraging its

advanced technological capabilities, and China by tapping the potential of its labor force.
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Economic and Ethical Perspectives on China’s Panda Diplomacy

Aki Ito

Junior, Faculty of Commerce and Management

1. Introduction

Can panda diplomacy be economically profitable and ethically acceptable simultaneously?
Panda diplomacy refers to China’s diplomatic strategy of gifting or leasing giant pandas to foreign
countries as a gesture of goodwill and strengthen friendly relations with both allies and competitors.
Due to its universal appeal and rarity as an engendered species, pandas are expected to wield its “soft
power” to improve global attitude toward China as well as help the country gain competitive edge
over other nations.

Panda diplomacy greatly contributes to the country’s foreign currency earnings via the income
from the large lease fees for the animal as well promotes the expansion of the Belt and Road initiative.
Meanwhile, in exchange for paying the substantial rental fees, the host countries can gain economic
benefits, i.e., the increased revenues primarily from the panda-related merchandise sales and foreign
visitors and tourists, in particular, from China. However, this practice has also sparked ethical debates
in recent years. Critics express moral concerns about the welfare of pandas as well as suspect the actual
economic benefits of hosting pandas.

Given the current controversy, this paper attempts to present economic and ethical perspectives
on China’s panda diplomacy. Sections 2 and 3 examine the economic benefits brought by panda
diplomacy both to China and abroad; Section 4 places is focus on the analysis of the potential conflicts

between economic benefits and ethical principles and values in panda diplomacy.

2. Economic Benefits of Loaning Pandas
This section examines how panda diplomacy generates economic benefits for China from two

perspectives: foreign currency earnings and the expansion of the Belt and Road Initiative (BRI).

1) Foreign Currency Earnings

China generates foreign currency by leasing pandas internationally. The history of panda
diplomacy dates back to 1941, when pandas were gifted to other countries without any associated
costs. However, following the adoption of the Convention on International Trade in Endangered
Species of Wild Fauna and Flora (CITES) in 1973, which aimed to regulate and protect wildlife trade,
a rental fee system was introduced in 1984. This system was designed to support panda conservation
and research activities. Since then, the rental fee has been set at approximately $1 million per panda

per year. As of 2024, around 64 pandas have been leased to 20 countries, generating an estimated
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annual foreign income of $64 million for China.

Furthermore, the rental fees for pandas are exceptionally high compared to those for other
animals. According to a survey conducted by Toyo Keizai, aside from pandas, the most expensive
animal to keep at the Ueno Zoo is the polar bear with the annual cost reaching 37.08 million yen.
Although polar bears are classified as “Vulnerable” on the IUCN Red List of threatened species, rental
fees are not incurred for keeping them. Despite that, compared to polar bears, the cost of raising and
feeding pandas is about 4 times higher. This will indicate that pandas are recognized as a species of
immense value and influence worldwide.

Additionally, recipient countries such as the Netherlands, Germany, and Denmark have
constructed Chinese-style panda enclosures, in close cooperation with Chinese architecture and
construction companies. Other panda-related commerce and trade, such as bamboo exports and

vaccine administration and personnel dispatch, have also increased China's foreign currency earnings.

2) Expansion of the “Belt and Road” Initiative
The leasing of pandas is also considered to contribute to the Belt and Road Initiative (BRI).

Launched in 2013 by Chinese President Xi Jinping, the BRI aims to establish logistics routes
connecting China with Europe via overland and maritime corridors, while promoting infrastructure
development and economic cooperation along these routes. The initiative typically includes two major
routes: the overland Silk Road through Central Asia and Russia to Europe, and the Maritime Silk Road
through the Malacca Strait and the Suez Canal to Europe. In recent years, the BRI has expanded to
include six overland corridors and two maritime routes (Figure 1).

Fig.1

The “Belt and Road” Initiative Map
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Note. Cited from “What Is China’s ‘One Belt, One Road’ Initiative? An explanatory note (1): Six Overland Corridors

and two maritime routes,” by M. Hirono, 2024, ShiRUto. https://shiruto.jp/global/5449/
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Within the framework of the BRI, China has used panda diplomacy as a token of goodwill.
Pandas are currently housed in 21 countries, with notable recipients in recent years since they were
dispatched to Belgium and Malaysia in 2014, South Korea in 2016, and Denmark and Russia in 2019
(Figure 2). A comparison of Figures 1 and 2 reveals that the panda-hosting countries are also those
nations that are strategically important for the BRI. Since 2014, under Xi Jinping’s administration, the
selection of panda destinations has reflected China’s diplomatic strategies, including the emphasis on
the partnership with Europe and Southeast Asia within the BRI and the cooperation from South Korea

address the threat of North Korea's nuclear arsenal.

Fig. 2
A Chronology of Panda Diplomacy, 2006-2021
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In April 2024, a new panda arrived at Madrid Zoo in Spain, and an agreement was reached to
send another panda to the San Diego Zoo in the U.S., marking the first new panda lease to the country

in about 20 years. Analysts suggest this move is aimed at improving relations with the U.S. and Europe
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while to advance the BRI further. However, tensions with Western countries, particularly following
the outbreak of the Russia-Ukraine war in February 2022, have strained China's international relations.
Under the circumstances, pandas are increasingly being seen as an important ambassador to mitigate
the international tensions and promote goodwill among nations.

Pandas have also contributed to softening Western attitudes toward China. For example, in 1972,
two pandas were gifted to the U.S., where they were warmly welcomed by President Nixon and his
wife. Similarly, in 2023, when the panda Yuan Meng returned from France to China, French President
Macron and his wife accompanied the panda to the airport, a gesture that received significant media
attention. Rodolphe Delord, the director of Beauval Zoo in France, remarked during a visit to China
with President Macron that “pandas are a symbol of friendship between France and China.” Such
events underscore the important role pandas have played as ambassadors of goodwill in fostering

positive relations between China and Western countries.

3. Economic Benefits of Hosting Pandas
This section examines the economic benefits gained by panda-hosting countries from two key

perspectives: the revenues from panda-related products and the increase in tourist arrivals from China.

1) The Revenue from Panda-Related Product Sales

One of the key economic benefits of panda hosting is an increase of the national revenue from
the sales of panda-related products. In this respect, the panda hosting in Japan provides a typical
example. The popularity of pandas first took off in Japan when they appeared as an original animation
character in the film called The White Snake Enchantress released in 1958. Later, the popularity soared
in 1971, when the media covered Emperor Showa interacting with pandas during his visit to Europe
and sparked a panda boom nationwide. Since then, pandas have continued to be adored by the Japanese
public, with the sales of a wide range of products from stuffed toys to confectionery.

According to a survey conducted by NHK, Japan’s public broadcaster, the panda Xiang Xiang,
born at Ueno Zoo in 2017, generated approximately 53.9 billion yen (around $500 million USD) in
revenue in three and a half years. This figure includes the revenue from zoo admissions, local
businesses located at and around the zoo, and the sales of panda-related merchandise. While the
revenue declined in 2019 and 2020 due to the temporary impact of the COVID-19 pandemic, it
revenues would have been even higher under normal circumstances.

An analysis by Jabara (2022) suggests that the economic benefits of panda hosting is largely
brought by the adorable appearance of the animals. Their charm captures people’s hearts, leading to

the massive sales of panda-related products and the acquisition of regular zoo visitors.

2) The Increase in the Tourist Arrivals from China
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Studies indicate that countries hosting pandas attract significantly more Chinese tourists than
others. In addition, it is reported that the figure increases further after three years since the arrival of
the pandas. The phenomenon can be attributed to China’s government measures to encourage
outbound travel to those countries which the government considers as “friendly” to China (Arlt, 2006,
as cited in Okafor et al., 2021, p. 57). Thus, hosting pandas enhances the host nations’ appeal to
Chinese tourists and helps build stronger cultural bonds with China.

According to a synchronized model, countries housing pandas experience an average 35%
increase in inbound tourists from China, with the figure rising to 40% after three years. This increase
stimulates the tourism sector of the host nations, creating economic benefits for related industries such
as hotels, restaurants, and the retail business.

When comparing regional impacts across the 22 countries (and special regions such as Hong
Kong and Macau) hosting pandas, the benefits were found to be greater in Europe and North America
compared to neighboring countries like Japan and South Korea. Regardless of location, the symbolic
value of pandas has been shown to enhance inbound tourists from China.

Considering the above, the economic benefits of hosting and housing pandas is not limited to
short-term effects but extends into long-term business opportunities in tourism and other sectors in the

local economies.

4. Criticisms of Panda Diplomacy
1) Ethical Issues

Panda diplomacy raises concerns about animal welfare and the commercialization of pandas.
Treating endangered species such as pandas as commodities for economic gain is viewed by some
people as an ethically questionable practice. Critics argue, for example, that the artificial environments
in which pandas are kept during their loan periods, as well as the stress of long-distance transportation,
impose significant burdens on the animals, and potentially conflicts with the principles of animal
conservation.

The Chinese authorities indicate that panda diplomacy is a form of conservation effort; however,
undeniably it has been employed as a diplomatic strategy or a tool for economic gain, which some
argue is a deviation from the fundamental principles of animal protection. However, it is worth noting
that the rental fees paid for panda loans are frequently allocated toward conservation efforts for
endangered species native to China, thus indirectly contributing to animal welfare. Additionally, the
recipient countries often contribute to research and breeding efforts for pandas, which should also be

taken into consideration.

2) Skepticism about Pandas as an Economic Booster

The economic benefits of hosting pandas in recipient countries are viewed with skepticism by
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some critics. Pandas are typically provided under ten-year lease agreements, and even when breeding
goes successful, the ownership of the offspring remains with China, requiring eventual repatriation.
Critics argue that this arrangement results in only temporary returns on investment, making it unlikely
to generate long-term value.

Moreover, the practice of hosting pandas entails significant costs, including high rental fees paid
to China, the construction of specialized facilities, and the employment of skilled caretakers. These
expenses mean that profits are not always guaranteed. For example, in Japan, the outbreak of the
COVID-19 pandemic significantly reduced inbound tourism, leading to increased costs without the
expected economic returns.

Over-reliance on pandas as a tourism strategy has also been criticized for potentially hindering
the utilization of other tourism resources and increasing vulnerability during crises. In 2012, for
instance, when a panda at the Ueno Zoo showed signs of pregnancy, local communities prepared
events and merchandise as part of a revitalization campaign. However, the panda cub died a few days
after birth, rendering the plans and expenditures futile. This serves as a cautionary example that hosting

pandas does not necessarily ensure economic success.

5. Conclusion

In conclusion, panda diplomacy can be considered to possess significant economic and political
value. It provides China with sustained foreign currency revenue and supports the strategic expansion
of the “Belt and Road” Initiative, as well as offering the recipient countries economic benefits such as
increased revenue from panda-related sales and a rise in tourists from China. Thus, viewed from an
economic perspective, panda diplomacy plays a crucial role in generating both economic and
diplomatic benefits to both China and host nations.

As mentioned earlier, this practice invites moral concerns about animal welfare as well as
questions about the sustainability of its economic advantages; nevertheless, it also contributes to global
wildlife conservation efforts. Panda diplomacy should not be used as a mere instrument for short-term
profits for China and the recipient nations; instead, it should serve as a means of fostering long-term
trust between China and its allies and competitors and achieving a balance between wildlife protection

and sustainable international cooperation.
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China’s National University Entrance Examination (the Gaokao):
Key Features, Advantages, and Disadvantages
Kon Shogo
Sophomore, Faculty of Economics
1. Introduction

Recently China’s national university entrance examination, known as the Gaokao, has been
attracting the international media coverage because of its competitiveness and intensity. Also dubbed
also as “the world’s toughest” collage exam (Gan, 2023), the test has placed many Chinese students
under undue pressure, affecting their mental and physical health. What social factors are behind this
competition? How does it compare to the Common Test for University Admissions in Japan? What

impact does it have on students and their parents?
To find the answers to these questions, this paper attempts to identify the characteristic features
of the Gaokao system, examine the social background to it, and finally consider the advantages and

disadvantages of taking this exam.

2. Key Features of the Gaokao

This section considers the major characteristics of China’s national university entrance
examination, or the Gaokao, and compares this system with its Japanese counterpart, the Common
Test for University Admissions.

The Gaokao is a three-day exam held in June annually. As for the examination subjects, Japanese,
mathematics, and foreign languages are required for all students, while physics, biology, history and
geography are the elective subjects. In this respect, this examination system is not very different from
Japan’s Common Test. However, similarities end here.

Japan’s Common Test is a standardized exam in which every test-taker answers the same
questions. China’s Gaokao too is a nationally standardized exam, yet some provinces can have more
autonomy in designing the exam questions, resulting in slight regional differences in difficulty or
specific topics covered. The most important feature of the Gaokao is that it does not allow students to
take the exam multiple times in the same year, so it is commonly called “one-short” exam. This makes
a strong contrast to the Japanese system, where most national and public universities take two-stage
test process as follows: the Common Test is given in the first stage, but the test scores are used mainly
for preliminary eligibility screening; the second, often more important, stage is individual academic
tests independently created and administered by individual universities, and serves as the primary
determinant of admissions. In addition, in Japan, some of the largest and established private
universities such as Waseda and Keio University allow candidates to apply for multiple faculties or
departments, thus giving them multiple opportunities to take the entrance exams in the same year. In

contrast, the Gaokao is fundamentally the single primary determinant of university admissions,
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making the competition tougher and the acceptance rates extremely low.

Another point to note is a structural problem with the Gaokao, which tends to give urban
students a significant advantage in university admissions. Figure 1 shows the ratio of successful
university applicants by province in 2023. As the table indicates, admissions are given
overwhelmingly to urban areas such as Beijing and Shanghai, while the acceptance rates to China’s
prestigious or “key” universities are noticeably low among rural students. Thus, China’s Gaokao
system structurally give a significant advantage to urban students. In contrast, such urban-rural gap in

tertiary education is nonexistent in Japan.

Fig. 1
The ratio of successful university applicants by province in 2023
. Number of examinees| Number of successful candidate
Province Pass rate
(ten thousand peaple) (people)
Beijing 5.4 550 1.01
Shanghai 5 220 0.44
Guizhou 46.5 140 0.03
Yunnan 38.9 100 0.02

Note. Created by the present author.

Then, what are contributing to the intensifying competition in China’s university entrance exam?
One primary factor is the massive number of candidates: in 2024, a record high of more than 13.42
million students registered for the Gaokao, surpassing 12.9 million the previous year.

Another factor is the limited enrollment capacity of universities, or the limited number of places
available for university courses and programs) in China. Take, for example, the enrollment rate at
Beijing University. Figure 2 shows the breakdown of the total number of the new Beijing students in
2023. The chart indicates that only about 40% the successful candidates were admitted based on their
exam scores, whereas the remaining 60% were accepted according to the quota policies based on
students’ special skills and individual talents and achievements including extracurricular activities. It
should also be noted that in 2023, out of the 12.91 million applicants, only 1 in 3000 were granted

admissions to Beijing.
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Fig. 2

Types of the quota systems and the number of successful candidates, 2023

Number of successful Ratio
School quota .
candidate (%)
General quota 2119 4.7
Scientific talent quota 890 29.5
Quota for recommendations 194 6.4
Math talent quota 100 3.3
Physics talent quota 100 3.3
National Specialized Program quota 277 9.2
High school program quota 114 3.8
Athletic talent quota 67 2.2
Artistic talent quota 16 0.5
total 3877 100

Note. Created by the present author.

3. Disadvantages of the Gaokao

One of the most serious problems is the increased pressure on students, especially, young
children, and it is closely related to China’s one-child policy. The policy was a population control
initiative implemented from 1979 to 2015, with the aim to limit the number of children a couple can have
up to one and thus prevent domestic food shortages. Under this policy, however, many parents placed
excessive expectations on their children, placing them under undue pressure.

Figure 3 below demonstrates the suicide mortality rate in China by age group (Zhao et al, 2023,
p. 506). The graph indicates that the rate is decreasing annually for those aged 25 and older, while
there is a gradual increase among the age groups of 24 and younger. From these figures, it will be
reasonable to assume that the recent rise in suicide in China is closely linked to the problem of mental
stress on students primarily caused by the heavy academic burden and pressure, parents’ high

expectations, and fierce competition with their peers.

43



Fig. 3

Suicide mortality rates in China by age group from 2010 to 2021
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Note. Cited from “Vital Surveillances: Suicide Mortality by Place, Gender, and Age Group—China, 2010-2021,” by
M. Zhao et al., 2023, China CDC Weekly,5(25), 506.

4. Advantages of the Gaokao—from a Rural Minority’s Perspective

The discussion in this section is largely based on the field research by Howlett (2023), where he
reports his ethnographic research on the Gaokao conducted between 2011 and 2013. The main feature
of his report is a senior student named Zeyu, a son of a pig farmer with ethnic minority background in
China’s southeastern Fujian Province.

In terms of Zeyu, for rural residents in general, the disciplined study to prepare for the Gaokao
is compared to a “struggle” or the only way to “change fate” or “destiny” (Howlett, 2023, p. 22). In
short, in rural China, the Gaokao is the only hope that helps people to get out of the poverty and
instability of rural life of simple labor and farming. In China, even today, people of rural backgrounds
are often treated as “the second-class” citizens in the social hierarchy based on the long-established
household registration system. Zeyu says that academic achievement in high school gives him an
opportunity to achieve mobility from rural to urban China and good jobs there. In other words,
academic performance prior to the test taking at the Gaokao is vital for gaining social prestige and
better access to health care, welfare, retirement benefits, and education.

In addition, it should be noted that China’s education system follows the so-called 6-3-3 model:
6 years of elementary school, 3 years of junior secondary school, and 3 more years of senior secondary
school. In other words, it is no exaggeration to say that the entire first 12 years of education are
dedicated to the preparation for the Gaokao. About 80% of the applicants are granted admissions to a
university; however, simply gaining a place at any university is pointless for many. The crucial
importance for them is to be admitted to one of the universities listed on “Project 985” launched by

the Chinese government in 1998.
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As of today, China has given different status to the universities across the country and grouped
them into several categories: the group “211,” the group “985,” and others. The “211” project refers
to a group of 112 universities in which the government has invested about US$2.2billion (as of 2022)
to enhance their research standards. On the other hand, the “985 Project” launched in May 1998, by
designating only 39 universities on the “211” list as the most prestigious institutions. In addition, since
2016, yet another project has been underway as an alternative to the existing two projects. The new
initiative is run under revised selection process policies, reviewing the university list every five years
and accepting smaller but distinctive departments as candidates.

Returning to the story of Zeyu, his Gaokao scores did not reach the standards for the admissions
to any of the institutions on “985” list; still, he was successful enough to meet the cutoff score for the
first-tier universities. He could have taken the Gaokao again the following year and aim at the
enrollment at one of the “985” institutions. However, knowing that it was an unaffordable option for
his family, he settled to attend a first-tier school and found an office job in Xiamen. In a sense, he
accepted his “fate” as a son of a rural farmer. Although he did not achieve perfect success in the
Gaokao, doubtlessly he changed his destiny through the exam. Including Zeyu, many people with rural
agricultural backgrounds still suffer educational, financial, and social disadvantages under the current
hierarchical social system of China. In light of this, for those who are socially disadvantaged, the

Gaokao may be the only legitimate means to resist the existing social system.

5. Conclusion

This paper has examined the key features of China’s university entrance exam in comparison to
its Japanese counterpart and discussed major factors and impacts of the intensifying competition
among the Gaokao examinees. In addition, the discussion about the advantages of this exam placed a
special focus on rural farmers’ perspective.

From a Japanese perspective, the intensity and competition in the Gaokao places excessive
stress and burden on students and their parents, and therefore, will need urgent reform. On the other
hand, from the perspectives of Chinese people, especially those of farmers and ethnic minority groups,
this exam can be considered the only means of overcoming unfair disadvantages caused by the
country’s age-old household registration system. Viewed this way, it is undeniable that the Gaokao
system has some positive implications in China today. Thus, it will be too simplistic to try to assess if
this system is “right” or “wrong.” One thing that is clear, though: the government and Chinese
society need to take proactive actions to free children from the overheated competition and an

unhealthy obsession with prestige and success.
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A Comparison of English Education in China and Japan
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1. Introduction

Since several years prior to our field study in China, I had had several opportunities to interact
with Chinese students. When I was in high school, I had good conversations with some Chinese
students at a social event held by the school. Now, in our music club in college, I have a friend who
is from China and attending Tsuda University. From these experiences, I came to have the
impression that the average English level of Chinese students was higher than that of Japanese
students. Then during our stay in China this summer, I had discussions in English with several
students from Shanghai University of Finance and Economics and Beijing Normal University, and I
was impressed by the level of their advanced English discussion and presentation skills. I believe
that Chinese students’ high proficiency in English can be attributed to the development of China’s
English education in recent years.

This paper-aims to trace the historical developments of English education in modern China
and Japan, compare the advantages and challenges in both systems, and finally, suggest possible

solutions to their major challenges.

2. The Historical Development of English Education in China and Japan
First, English education in China traces its history to 2001, when it was decided that English

language should be officially incorporated into the curriculum as a compulsory subject for third
graders and above in elementary school. According to the statistics provided by China's Ministry of
Education, as of September 2005, 100% of elementary schools in Beijing, Shanghai, and Tianjin had
basically introduced English education for first graders and above. It is also estimated that by now
English-language education has been offered in most elementary schools throughout the country,
except for those in remote rural areas, although there are regional disparities in educational
standards. China’s compulsory education consists of nine years, including six years in elementary
school and three years in junior high school. During these nine years, English is taught as a
compulsory subject. In high school, English is also emphasized as a compulsory subject because it is
one of the subjects covered in university entrance examinations.

On the other hand, the history of English education in Japan began with the adoption of the
“Courses of Study” (the official curriculum guidelines set by the Ministry of Education, Culture,
Sports, Science and Technology of Japan) in 1998. With the new guidelines, “integrated study time”

was newly established and English activities started to be provided as part of the curriculum for
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international understanding. A survey conducted in 2007 showed that 97% of elementary schools in
Japan offered activities of this type.

However, in the beginning, these English lessons were conducted differently in each region
and school, and this lack of uniformity needed to be improved. To address this problem, the
“Courses of Study” in 2008 stated that foreign language activities-should be provided for one hour
per week for the students in grades 5 and 6. Following this transition, foreign language activities
were made compulsory in grades 5 and 6 in 2011.

The goals of foreign language activities at that time were to help students acquire language skills
and cross-cultural understanding, foster a positive attitude towards global communication, and
cultivate the basic communication skills by familiarizing students with the basic sounds and
expressions of foreign languages.

With the full implementation of the new “Courses of Study” in 2020, English activities, but
not English as a formal language subject, became compulsory for third graders. The goal of this
expansion was to develop children’s dispositions and abilities that can form a good foundation for
effective communication by engaging them in language activities in English. The same guidelines

also added reading and writing instruction to the English education for fifth and sixth graders.

3. A Comparison of English Education Systems in China and Japan

There are both similarities and differences between the English education methods in China and
Japan. One of the similarities is the emphasis on English as an examination subject for university
admission. In both countries, English classes in middle and high schools focus on grammar, reading,
and listening because they are the skills that are tested at university entrance exams. A degree from a
prestigious university is believed to be a minimum requirement for a successful life, especially for a
high-paying profession. Therefore, learning English is crucial for students in both countries to achieve
wealth and affluence in life.

Another similarity lies in the language instruction method. Both China and Japan have been
promoting the employment of native English speakers as assistant language teachers (ALTs) to help
students improve communicative English skills.

On the other hand, the most significant difference is when students start learning English as a
compulsory subject. In China, English as a compulsory subject was introduced to the curriculum in
2003, and most schoolchildren take their first English lesson in third grade in primary school. However,
in large cities such as Shanghai and Beijing, students begin learning English at an earlier age, when
they are in first grade. Characteristically, China offers an integrated teaching system from first grade

through to twelfth grade.
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Fig. 1

Three-level Analytical Framework for Integrated English Language Education

Note. Cited from “Two Countries, One Policy: A Comparative Synthesis of Early Childhood English Language
Education in China and Australia,” Children and Youth Services Review, 118, 1-10, by L. Liang, H. Li, & A. Chik,
2020.

In contrast, in Japan, students learn English in earnest from middle school, and it was in 2020
that elementary school introduced it as a compulsory subject for third graders and above. Currently,
English lessons in elementary school aims to teach only simple words, greetings, singing, or games.
However, in junior high school, students are required to learn ten times more words than in elementary
school. This drastic increase of the learning material has created a large discrepancy between English
lessons in elementary school and those in junior high school. Some junior high school students feel
overwhelmed by the significant increase of learning materials, or, worse still, they lose their motivation
to learn English.

Another major difference is found in the types of teaching methods used in the two countries.
In China, English textbooks are written entirely in English in principle, and many teachers from
elementary to university levels conduct classes consistently in English. In addition, some schools adopt
a teaching method called an “immersion method,” and teach subjects such as physical education
exclusively in English, aiming to “immerse” (or “soak”) students in “a language bath.” This method
helps students feel comfortable with making mistakes and encourages their active participation in the
classroom activities. In fact, immersion students scored significantly higher than the non-immersion
students on the English word recognition, vocabulary, and oral language measures in the experimental

study by Chinese researchers.
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Immersion Students Non-Immersion Students

Measure Grade M SD N M SD N
English Oral 1 19.80 6.00 25 6.46 4.37 26
Interview 2 23.97 7.66 31 3.93 3.02 30

3 30.00 5.63 36 8.54 6.69 35

English Phonological 1 12.32 2,73 25 12.27 3.26 26
Awareness 2 15.32 2.83 31 13.67 5.00 30

3 16.39 1.60 36 15.48 2.45 35

English Letter-Name 1 7.52 8.03 25 4.81 7.93 26
Recognition 2 18.52 8.46 31 7.10 7.94 30

3 17.56 5.30 36 17.77 7.51 35

English Word 1 7.92 5.39 25 4.69 4.19 26
Identification* 2 13.90 5.85 31 6.13 5.16 30

3 14.44 4.25 36 18.57 4.35 35

English Graded 1 2.52 3.07 25 54 90 26
‘Word List 2 7.68 6.18 31 1.53 4.00 30

3 6.50 4.68 36 5.43 4.85 35

English Vocabulary® 1 9.44 3.7 25 4.19 1.63 26
2 12.19 7.71 31 4.37 3.61 30

3 15.61 8.04 36 5.14 3.82 35

Chinese Character 1 26.32 11.15 25 26.04 15.06 26
Identification 2 51.74 9.47 31 48.03 12.00 30

3 60.36 5.85 36 60.31 7.23 35

Chinese Phonological 1 11.56 4.22 25 8.85 4.30 26
Awareness 2 13.87 4.30 31 12.57 4.82 30

3 14.89 3.14 36 15.91 5.48 35

Chinese Phoneme 1 15.40 1.04 25 13.92 4.35 26
Deletion 2 15.55 .89 31 15.37 1.16 30

3 15.44 1.18 36 15.63 .81 35

Chinese Vocabulary® 1 113.7 22.71 25 101.81 20.96 26
2 134.65 19.41 31 127.03 127.03 30

3 138.55 16.86 36 138.37 138.37 35

*Wide Range Achievement Test-3.
YPeabody Picture Vocabulary Test.
“Chinese Peabody Picture Vocabulary Test—Revised.

Fig. 2

Mean Scores and Standard Deviations for All Tasks for the Immersion and Non-Immersion Groups

Note. Cited from “Early English Immersion and Literacy in Xi’an, China,” The Modern Language Journal, 91, 395-
417 by E. Knell, et al., 2007.

On the other hand, in Japan, English classes are normally conducted in Japanese, and immersion
methods are not widely used. Therefore, Japanese students are often not very strongly motivated to
speak or discuss in English, and they have limited opportunities to improve their English
communication skills.

These differences in the teaching approach between the two countries is directly reflected in the
English test score. Figure 3 below ranks Asian countries in terms of the average TOEFL iBT scores
earned by all examinees in 2023. The average score of the Chinese examinees was 86 points, by far

outstripping the Japanese counterpart who averaged 73 points.
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Asia

Afghanistan 25 25 19 24 94
Azerbaijan 19 20 22 20 81
Bangladesh 2 23 22 22 88
Bhutan 16 18 21 20 75
Brunei * * * * *
Darussalam

Cambodia 18 20 21 21 81
China 23 22 20 21 86
Christmas Island | * i = & “
Cocos (Keeling) | * * % *
Islands

Hong Kong 22 23 23 22 90
India 24 25 22 23 93
Indonesia 21 22 21 21 85
Japan 19 18 17 18 73
Kazakhstan 20 20 15 18 74
Korea,

E:&?;;a”‘ 20 21 21 2 83
Republic of

Korea, Republic | 5, 2 20 21 86
Kyrgyzstan 2 22 19 21 83
Lao, People's

Democratic 15 16 20 19 69
Republic

Macao 22 23 22 22 89

Fig. 3

TOEFL iBT Total and Section Score Means—AIl Examinees (in Asia) Classified by Geographic Region and Native
Country

Note. Cited from TOEFL iBT: Test Score Data Summary 2023, by ETS, 2023.

4. The Effectiveness of English Education in China and Japan

As described in Section 3, because of the integrated language curriculum that is consistently
adopted from elementary to high school, China's English education appears to be more effective than
that of Japan. The data given in Fig. 1, where Chinese examinees scored 87 points while Japanese
counterpart lagged behind with 73 points, can be a testimony to the effectiveness of China’s English
education.

However, China's education is still facing a major challenge: regional disparities. There is good
evidence in the latest edition of “the EF English Proficiency Index” (2023) released by the English
First (EF), an international education company which annually attempts to rank countries by the equity
of English language skills among the EF test takers. According to the index, the regional gap in English

proficiency score in Japan stands at 55 points, ranging from the highest score of 428 in the Chugoku
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region to the lowest of 483 in the Kanto region. In China, on the other hand, the regional gap is wider
at 81 points, ranging from the lowest score of 421 in Guangxi to the highest 502 in Zhejiang. Generally,
schools in urban China often have a good educational environment, dedicated English teachers, and
appropriate educational facilities and resources; as a result, they can offer effective English classes
using innovative methods. However, in rural areas, where there is a chronic shortage of competent
English teachers, English courses are frequently taught by the teachers without appropriate language
teaching skills or who are not fully qualified. When taught by incompetent or unqualified teachers, the
educational goals cannot be fully achieved, nor can the quality of English education be improved. For

these reasons, the regional disparities in China’s English education must be corrected urgently.

5. Conclusion

In conclusion, English education in China is generally more effective than in Japan primarily
because it follows an integrated instructional curriculum that runs through elementary, middle, and
high school levels. However, regional disparities in the quality of English education are much wider
in China, and the measures to address these problems are still insufficient. China’s urban schools have
advantages such as dedicated English teachers, suitable facilities, and the introduction of the latest
teaching methods, and they teach English by the “immersion” method where English is consistently
used in the classroom communication. On the other hand, in rural areas, where there is a shortage of
English teachers, English is often taught by teachers who have not been trained in English teaching
or teachers of other subjects. It is obvious that English instruction by teachers with low English
proficiency and little language knowledge is detrimental to the achievement of class goals and the
quality of class contents. The reduction of rural-urban disparities is the most urgent priority for China’s

English education.
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Digital Governance in China and Japan
Kanji Miyahara
Sophomore, Faculty of Social Data Science
1. Introduction

In a world where digitalization is advancing in every aspect, its impact has also reached the
realm of public administration, reshaping how governments operate and interact with their citizens.
Despite being neighbors in East Asia, Japan and China have taken completely different paths in
digitalization, and this divergence is equally evident in the realm of digital governance in both
countries.

First, this paper describes the history and current state of digital transformation in China and
Japan, focusing on the differences in the approach adopted by each. The primary purpose of the paper,
however, is to conduct a comparative analysis of the challenges and opportunities that lie ahead on
their journeys to digital transformation. To achieve this goal, the paper will use both qualitative and

quantitative methods as well as refer to prior studies that are available.

2. Digital Governance: Concept and Scope

According to Chen et al. (2008), digital government is defined as “the application of information
technology to government processes in order to improve services to constituents” (p. xvii). Over the
past few decades, digital government, or e-government, has lacked a strict definition, as it is a
relatively new concept that various researchers and governments have explored in terms of its scope
and implementation methods. However, at its core, it revolves around integrating digital technologies
into government operations to enhance efficiency, transparency, and service delivery.

As countries around the world, including China and Japan, increasingly incorporate digital
technologies into their political systems, this topic of digital governance has been becoming more
important than ever before. The era when digital governance was an unknown, experimental, and
unconventional idea is over, and reliable information and resources are now widely available to anyone
interested in examining what approaches China and Japan has taken to this issue. The sections that
follow will examine the history, current state, and impacts of digital governance in each of the two

nations.

3. Digitalization in China

China has proudly proclaimed that it is a global leader in the digital industry, emphasizing the
integration of digital technologies into its political and administrative systems. This is verified by the
country’s 12th, 13th, and 14th Five-Year Plans, which have strongly prioritized the development and
application of digital technologies to enhance administrative efficiency and strengthen governmental

control.
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In 2014, the Central Cyberspace Affairs Commission was established under the direct control of
President Xi Jinping. This commission oversees China’s digital governance framework and
cybersecurity policies, reflecting the strategic importance of digitalization in  the country’s
governance model. To advance digitalization, the Chinese government has introduced a series of
significant initiatives. One of them is, for example, the expansion of e-government services, which
allow citizens to complete various public procedures online. Another major initiative is the enactment
of robust data protection laws, such as the Data Security Law and the Personal Information Protection
Law, which aim at monitoring and regulating the behavior of individuals and businesses. Moreover,
the Social Credit System, designed to evaluate the trustworthiness of citizens, businesses, and other
domestic entities, is a cornerstone of China’s vision for digital governance. While these measures aim
to enhance administrative efficiency, protect data, and maintain social stability, they have also raised
concerns within the international community regarding potential infringements on privacy and the

expansive reach of state control.

4. Digitalization in Japan

Japan took a significant step toward digital transformation with the establishment of the Digital
Agency in 2021. Key initiatives include the introduction of the My Number Card system, which
assigns unique identification numbers to individuals to streamline administrative processess: and the
digitization of various administrative procedures to enhance efficiency. Additionally, Japan has made
efforts to abolish outdated “analog regulations” that mandate paper documents and in-person
procedures. Characteristically, Japan’s digital transformation strategy prioritizes the improvement of
administrative efficiency and the enhancement of citizen services. In this respect, they fundamentally
differ from those of China, which emphasize the promotion of the centralized governance and
administration.

However, Japan’s digital transformation has faced several challenges. According to the opinion
survey conducted by the Digital Agency, as of July 2024, only 24% of the 10,000 respondents “trusts
the government’s digital services,” and merely 28% “considers that Japan is successfully adapting to
the digital age” (Digital Agency, 2024). These figures reflect the Japanese public’s general aversion to
digitalization. Furthermore, the public’s concerns about digital privacy and their reluctance to embrace
digital technologies have significantly retarded the pace of Japan’s digital transformation as well as

seriously limited its scope.

5. A Comparative Analysis
A comparison of the Chinese and Japanese approaches to digital transformation highlights the
key distinctions between the two, which fundamentally stem from the political and cultural contexts

unique to each. China’s approach characteristically focuses on the rapid and decisive implementation
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of measures, the development of dynamic and integrated systems, and the enhancement of governance
and administrative efficiency. Conversely, Japan takes a more cautious and incremental approach,
because of its strong emphasis on data privacy and security concerns.

While China has achieved swift progress in deploying its digital strategy, Japan has been
relatively slow, partially due to its prioritization of data privacy and the general public’s trust in digital
transformation. Looking ahead, China’s primary challenge will be how to balance its centralized
political control with adherence to the international data privacy standards, whereas Japan must
employ effective measures to accelerate its digital transformation without undermining the citizens’
trust in digital systems.

Quantitative data further illustrates the contrasting trajectories of digitalization in China and
Japan. In terms of the adoption of online government services, 90.2% of internet users in China have
used these services, compared to only 69% in Japan. This indicates a noticeable lag in the adoption of
digital government services in Japan.

Regarding the online implementation of administrative procedures, China has achieved full
digitization, with 100% of basic administrative services available online across all provinces. In
contrast, only 32.3% of standard administrative procedures in Japan have been digitalized,
highlighting significant regional disparities in the scope of digital implementation.

Moreover, stark differences are seen in the level of user satisfaction as well. In China, over 85%
of users report high satisfaction with e-government services, while in Japan, only 29% express the
same level of satisfaction. This difference may be attributable to the Japanese public’s general
discomfort with digitalization; alternatively, it may indicate that the public’s awareness of the need for

digital services is high, but the penetration of such services is still low in Japanese society.

6. An Analysis of China’s Digitalization Based on Key Studies and the Latest Data

This section analyzes the progress of China’s digital economy and its impact on the country’s
political governance and social structure. The analysis is fundamentally based on a previous study
titled “Digital China: Policy Initiatives, Progress, and Challenges” written by Ito (2022), which
illustrates how China has utilized digital technologies to drive economic growth and strengthen social
governance. In addition, the latest data will be cited to highlight the contrast between the current state

of digitalization in China and Japan.

6.1. The Correlation Between Digitalization and Economic Development

Ito demonstrates a strong correlation between China’s economic development and the adoption
of digital technologies (Figure 1) and points out as follows:

With a GDP per capita of around $8,000 on the horizontal axis in 2017, China (CHN) is

positioned as a middle-income-level country, but the use rate of payment through the internet is
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relatively high. Meanwhile, Japan’s (JPN) GDP per capita is around $40,000, but its ratio of

internet payment is lower than other countries with the same level of economic development.
(Ito, 2022, pp.106-107)
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Figure 1: Relationship between GDP per capita and Internet Payment Usage
Note. Cited from “Digital China: Policy Initiatives, Progress, and Challenges,” by A. Ito, 2022, Digital

Economy and Its implications in Asia, 106.

6.2. The Relationship Between Digitalization and Political Freedom

Another topic concerning the digitalization of Chinese society is the theory of digital Leninism and
surveillance society.

Another topic taken on by Ito is the relationship between political freedom (or “Voice and
Account”) and digital progress (2022, pp. 107-108). According to him, between 2014 and 2017, this
relationship globally shifted from a “J-shape” to a “U-shape,” indicating that digitalization advanced
even in countries under authoritarian regimes including China, which have lower levels of political
freedom (Figure 2). To explain this shift, Ito refers to the theory of “digital Leninism,” which claims
that “the authoritarian regime intends to build a surveillance society using IT.” Based on this theory,
he observes that “digitalization coexists with an authoritarian regime,” suggesting that China’s
digitalization needs to be evaluated from “the perspective of digital authoritarianism” (2022, pp. 107-
108).
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Figure 2: Relationship between Freedom of political speech and Internet Payment Usage
Note. Cited from “Digital China: Policy Initiatives, Progress, and Challenges,” by A. Ito, 2022, Digital Economy

and Its implications in Asia, 109.

6.3. Data Replication Using the Latest Data Released in 2021
What follows is the results of data replication obtained by applying the analysis approaches

explained in the previous subsections to the latest data released in 2021.

6.3.1. Economic Development and Digitalization

As the graph in Figure 3 shows, the differences in digitalization between China and Japan, which
was already apparent in 2017, is even more pronounced in 2021. The regression line based on GDP
represents the average benchmark for digitalization progress. China significantly outperforms this
benchmark relative to its GDP level, highlighting its advanced position in digitalization. By contrast,
Japan lags behind, remaining in a group with notably lower rates of digitalization relative to its GDP,

a trend that has become more distinct since 2017.
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Figure 3: Relationship between GDP per capita and Internet Payment Usage in 2021
Note. Created by the present author based on the data originally released in the World Bank’s Global Findex

Database (2021) and World Development Indicators (2021).

6.3.2. Political Freedom (“Voice and Account”) and Digitalization

Figure 4 below indicates that by 2021, countries with lower “Voice and Account” scores have made
greater progress in digitalization, reinforcing the global trend of “digital Leninism” mentioned in Section
6.2 above in reference to Ito’s analysis (2022, pp. 107-108). China, in particular, has moved further to the
upper left of the graph compared to 2017, staying in the position as the most prominent example of “digital
Leninism.” However, it is worth noting that while the data in 2017 showed a “U-shaped” distribution, this
shape has dissolved by 2021, suggesting that digitalization has progressed in some countries regardless of
the level of political freedom. This shift indicates that the relationship between digitalization and

democratization is more ambiguous than previously assumed.
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Note. Created by the present author based on the data originally released in the World Bank’s Global Findex

Database (2021) and World Development Indicators (2021).

7. Conclusion

In conclusion, the digitalization strategies of China and Japan are strongly influenced by their
distinct political, cultural, and social contexts. China’s strategy is characterized by its prioritization
of efficiency and centralized political control, whereas Japan emphasizes data privacy and security
as key pillars of its digital transformation. These differences are also reflected in public sentiment,
with Chinese citizens expressing high satisfaction with digital government services with contrast to
its Japanese counterparts, who are notably dissatisfied.

Currently, China’s primary challenge lies in balancing its centralized political control with its
adherence to global standards for privacy and data protection. On the other hand, Japan will need to
accelerate its digital transformation as well as alleviate widespread public concern about data
privacy and security.

The experiences of both countries provide valuable lessons for other nations navigating their
own paths toward digital transformation. Furthermore, these lessons not only matter to policymakers
across the globe but also have the potential to promote mutual learning between China and Japan. As
digitalization continues to advance worldwide, achieving a balance between innovation, privacy, and

security will remain a critical challenge for all nations.
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China’s Energy Policy: Its Current Situation and Future Outlook
Shun Nakajima

Sophomore, Faculty of Economics

1. Introduction

Energy has always played a central role in the development of humans as a species: they cooked
and boiled food with fire in ancient times and created more sophisticated products by using steam
power and electricity as the-Industrial Revolution progressed. Today, the vital importance of energy
for human activities is most typically demonstrated by China, where after the introduction of the
opening-up policy, the economy expanded dramatically in tandem with a hugely increased demand for
energy and electricity. While these changes have brought affluence to the life of ordinary citizens, they
also caused some challenges such as global warming, environmental destruction, electricity shortage,
and more. As a result, many developed countries have taken some measures to tackle these problems.
This paper attempts an economic and historical analysis of the challenges for China’s energy policy
and the government’s measures against them. The paper also briefly looks at new and emerging

problems in China’s energy sector and suggest a future prospect.

2. Challenges in China’s Energy System
2.1. CO; Emissions and China’s Coal Reliance

It is obvious that China's current energy supply is unsustainable. Firstly, China is the world’s
largest carbon dioxide (CO) emitter, heavily contributing to global warming. The International Energy
Agency (IEA) reported that as of 2023, China’s CO> emissions were over 12 times larger than those
of Japan and about 5 times larger than those of the United States, the second largest emitter after China.
Though China's per capita CO emissions are smaller than those of the United States, the amount has
been increasing recently due to the country’s social and technological development (Figure 1). One
primary reason for this is the nation’s dependence on coal energy. In the early 2000s, about 75% of its
total energy was generated from coal power plants, and coal still accounts for over 60 % of the total
energy consumption (Figure 2). This situation is attributable to the large production of coal in China:
in 2022, the country’s total coal supply was 97 million TJ, which is by far the largest in the world and
accounts for over half of global consumption (IEA, 2024). China’s coal imports too are rising in recent
years. Reuters reported that in 2023, the imports rose by 61.8% higher than in 2022, making the largest
increase recorded. The Chinese government reinstated 3 to 6% tariffs on coal imported from countries
that have not signed a bilateral free-trade agreements (FTAs); yet the demand for imported coal rose
due to lower prices (Howe, 2024, para. 1-4). This overall situation indicates that China remains heavily

dependent on coal energy.
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2.2. Regional Imbalance in Electricity Supply and Demand

Moreover, there are regional differences in electricity generation and consumption. The urban
areas in eastern and southern China have considerable electricity demands but lack the generating
capacity to meet them. Meanwhile, the country’s north and west are a region of vast deserts and
plateaus, where abundant energy resources are effectively used to generate far more electricity than
the local population consumes. In addition, the Japan Electric Power Information Center (JEPIC)
reported that almost 80% of China's coal reserves are located in the west and the north. Thus, western
and northern China is rich in energy resources of diverse source types. This supply-demand imbalance

is one of the reasons for the electricity shortage in the urban areas.

2.3. China’s Electricity Curtailment

Another problem in China’s power system is electricity curtailment due to the country’s
underdeveloped power grids. This problem is particularly pronounced in the renewable energy sector,
where the capacity of the power grids is insufficient to fully accommodate the power generation, and
therefore, needs future improvements. For example, Qin, B et al. reported that during 2015 and 2017,
China’s wind power was curtailed by an average of 13%, and solar power by an average of 9% (Qin
etal., 2024, p.9, Fig. 6). Cui et al. criticized that one of the main reasons for electricity curtailments is
an unplanned increase of energy plant construction. They are hugely constructed in low-energy-
demand areas, leading to excessive supply. These constructions are concentrated in areas with low
energy demand, resulting in oversupply. Furthermore, the lack of policy incentives for large-scale and
long-distance energy transmission has made the problem of supply-demand energy imbalance remain
at the provincial level (Cui et al., 2020, “The Causes and Contributing Factors of Renewable Power

Curtailment” Section). These problems are barriers to the efficient use of electricity in China.
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Figure 1. The amount of CO2 emissions by country, 2000-2023

Note. Cited from “The Changing Landscape of Global Emissions” CO2 Emissions in 2023, by IEA 2024.
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3. Implementation of Government Measures
3. 1. Renewable Energy Policy

China has endeavored to implement numerous renewable energy plants in the last thirty years.
Initially, these implementations aimed at addressing not only environmental issues but also energy
shortage problems. According to Shi (2009), China started its first renewable energy program to tackle
serious energy shortage in rural areas in 1996, when over 120 million rural residents had no access to
electricity and over 900 million citizens nationwide had only limited access to it. So, as for rural areas,
the government initially promoted the energy sources that were most easily available in each region.
Later, the government's 10th and 11th Five-Years Development Programs for Renewable Energy
promoted gradual improvement in the country's rural energy supply. These programs served as an
important turning point that marked the beginning of the replacement of fossil fuel energy with
renewables such as hydro, biomass, wind, geothermal, and tidal wave energy. Since 2006, a series of
laws on renewable energy have been enacted and have contributed to the expansion of sustainable
power supply. These laws have allowed the government to implement feed-in tariffs (FITs), tax
concessions, subsidies, and more. Thus, China successfully built renewable energy plants at relatively
low costs. Since then, the installation of renewable energy plants has dramatically increased as Figure
3 shows. Along with this trend, the government announced more ambitious renewable energy targets
(Shi, 2009, pp. 96-101), raising its target of the renewable energy share of total energy consumption
from 7.2% in 2005 to 16% in 2020.

In 1998, the share of wind energy was limited to 0.03%, and that of solar energy was less than
0.01%. However, in 2023, 9.36% of the electricity production was brought by wind power, and 6.18%

was by solar. These data show that the share of wind and solar power generation capacities became

Share of electricity production by source, China
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Figure 2. Share of electricity production by source in China

Note. Cited from “Share of Electricity Production by Source, China,” Our World in Data, by Ember and
Energy Institute, 2024.
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Figure 3. Clean energy base distributions in China

more than 300 times larger after
implementing the government's
measures (Ember, 2024, Fig2).
Considering  that the total
electricity supply has
skyrocketed in the last twenty
years, China has built wind and
solar energy plants at an
unprecedented pace.

Regarding China's solar
module manufacturing industry,
the vast demands in China and the
FITs implemented by the
government provided immense
business opportunities. Naturally,
numerous manufacturers entered

the market and promoted the

Note. Adopted from Qin, B (2024), Fig. 2, showing ones from 14®

five-year plan market share competition, so the

introduction cost of solar
modules was reduced to about one-tenth compared to that in the launching period of the industry. The
lowered implementation cost was almost equivalent to the cost of coal power production in some
regions of China. Simultaneously, it promoted Chinese solar module manufacturers to enter foreign
markets, where they can effectively utilize the FITs to make more substantial profits. According to
GlobalData (2021), as of 2021, 7 of the world’s top 10 large-scale solar manufacturing companies
were Chinese owned. As these examples suggest, the Chinese government has implemented effective
measures to promote the country’s renewable energy industry, and successfully boosted the domestic
economy and increased the global influence of Chinese companies as well. In addition to the solar
module industry, Chinese companies are also strengthening their presence in the global buttery market.
However, major problems remain. Firstly, the increase in the renewable energy capacity does
not necessarily mean the reduced reliance on the coal-fired power generation. Naturally, renewable
energy supply is unstable because it is subject to weather conditions and other unpredictable factors;
therefore, energy generation companies cannot abandon the option of coal power generation to ensure
continuous energy supply. In 2021, intending to address electricity shortage, the government enacted
measures to promote coal production and resume inactive coal mining operations; since then, the stable
supply of electricity has been the government’s major priority.

Moreover, the construction of new renewable energy power plants can pollute the local
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environment. The construction of dams for hydropower facilities has been especially controversial.
For example, as Jiao (2017) points out, while the Chinese government’s serious commitment with
renewable energy lagged behind, criticism by environmental NGOs and some experts caused several
dam construction projects to be suspended. As the Chinese government clearly announced its policy
to promote hydropower to fight global warming, numerous dam construction projects were conceived
and launched by the local governments, but these projects lacked deep political perspective on the
risks of environmental destruction and negative impacts on local citizens. Later, this problem grew
more serious along with the development of China’s energy-intensive industries such as steel and
cement manufacturing. Thus, in 2016, Yunnan Province announced that it would restrict the operation
of all of the existing small hydroelectric plants located along the Nujiang River to protect the
ecosystem in the region. This is one example of municipal government actions against environmental
pollution. However, the central government did not change its pro-renewable energy policy, which
resulted in new dam construction plans by several local governments (Jiao 2017, pp. 248-256).

In 2020, President Xi announced China's energy goal of reducing its carbon dioxide emissions
below zero by 2030 and achieving carbon neutrality by 2060. This stimulated the country’s renewable
energy industry, and some projects in solar and wind power sectors were launched. In addition, in the
14th five-year plan released in 2021, China stated that it would aim to increase the share of primary
energy consumption from non-fossil sources to 20% by 2025.

By explicitly stating its positive stance on renewable energy, the Chinese government has been
successfully taking action to combat global warming as well as boosting the domestic economy by
promoting domestic companies. Currently, in China, especially in its solar power sector, the number
of renewable energy generation plants is expected to increase mainly due to their lower operational
costs. Furthermore, there are some other issues to consider: the tradeoff between the stable electricity
supply and the renewable energy policy, negative impacts on the ecosystems in the regions where
renewable plants are located, in particular, along-rivers, and others. The government needs to make

more efforts to address these contradictions in its policies and pursue the best possible solutions.

3. 2. Transmission of Electricity

In 2000, when the 10th Five-Year Plan was released, the “Western Development” project
launched aiming to adjust the imbalance in the region’s power supply. This project consists of a group
of subprojects including the following: “The West-East Gas Pipeline” project to send the gas produced
in the west to the east, and “The South-North Water Transfer” project to carry the water from the south
to the north, and “The West-East power transmission” project. The “West-to-East Power Transmission”
project is the major one among these subprojects, and it focuses on the adjustment of interregional
imbalance of electricity demand and supply in China by transmitting electricity from the regions rich

in coal and renewable resources to the economically developed regions. The State Grid Corporation
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of China (SGCC) played a key role in this project. As a company under the direct control by the
government SGCC holds the most important position in China’s power grid infrastructure, as well as
sharing a central role in China’s electricity supply with another major power company, China Southern
Power Grid Company (CSG), which manages the power grids in the south.

The “West-to-East Power Transmission” project comprises of the construction of three power
supply routes: the northern, the central, and the southern routes. The northern route transmits the power
generated in the upper reaches of the Yellow River to Beijing and Tianjin. The central route transmits
power from Sichuan, Chongqing, and Hubei to Shanghai, Jiangsu, and Zhejiang. The southern route
is a transmission network connecting Guizhou and Yunnan to Guangdong and its neighboring regions,
and extending to Thailand as well. The first two routes are under the management by SGCC, and the
southern route by CSG.

During the 11th Five-Year Plan, SGCC invested over RMB 47.2 billion in the construction of
39 new power grids and 36 new power plants. The company also launched the world’s first power
transmission plan using the 1000kV ultra-high-voltage (UHV) transmission lines. Aiming to promote
the transmission of renewable energy, this plan commissioned two major energy transmission
companies to build 16 new ultra-high-voltage transmission lines, which have reached a total length of
32,000km so far. SGCC also invested RMB 500 billion in power grids annually from 2022 to 2024.
As a result, the problem of power curtailment is gradually being solved in recent years. As Figure 4
suggests, the curtailment rate of solar and wind power in 2015 was over 10%, yet it reduced to about
2% by the 2020s. Moreover, the technology of ultra-high-voltage transmission has been applied to the
infrastructural construction for the “Belt and Road Initiative,” helping the government achieve its
primary goal of the development of comprehensive power grid networks. Thus, aided by the massive
investment and the latest technology, “the West-to-East Power Transmission” project significantly
contributed to the development of China’s power grid infrastructure As noted above, China's electricity is
supplied on regional bases by one of the two state-owned companies, namely SGCC and CSG; currently,
however, this has polarized the country's power grid system, creating a barrier to an integrated management
of the nation’s power transmission infrastructure. While both of the companies are the management
bodies of the construction and operation of power transmission within their own supply areas, they have
little interest in creating a trans-provincial, nationally unified transmission system. As the enterprises
founded and controlled by the state, SGCC and CSG have a strong relationship with the central government.
As a result, they have substantial influence in the pricing of power transmission rather than acting as the
subordinate departments that follow the government’s pricing policies. In addition, China’s electricity
power corporations are essentially required to sell its product only to either SGCC or CSG, these
transmission companies can easily improve their profits by raising their prices. This situation creates little
incentive to build a transmission system that works across corporation boundaries. Thus, the supply-and-

demand power imbalance is adjusted only internally by each power grid company.
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Moreover, municipal governments and local economies can sometimes prevent free energy
transmission. China’s municipal governments have the authority to adjust the energy transmission
prices across municipal regions, which means that they can have cross-regional transmission

negotiations. However, their attempts can fail due to the conflicts of mutual interest. For example,
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Figure 4. The curtailment rate in China, 2015-2022

Note. Cited from “Challenges and Opfortunities for Long-distance Renewable Energy Transmission in China,
Sustainable Energy Technologies and Assessments, 69, by B. Qin et al., 2024.

according to Deng (2016), in 2000, there was a cross-provincial transmission plan between the
provinces of Yunnan and Guangdong, but it ended in failure. At that time,-Yunnan had many small
hydrogen plants despite its low electricity demand, so it proposed to sell electricity at 0.2 yuan/kWh
to Guangdong, an emerging industrial province. On the other hand, electricity in Guangdong was 0.7
yuan/kWh per unit, but the province rejected the offer by Yunnan because it had a plan to expand its
facilities for natural gas-fired and nuclear power generation and needed to prioritize the increase of
provincial tax revenues and the promotion of new employment. Consequently, Guangdong failed to
offer a low-cost electricity option for its residents, to the detriment of their social benefits. In response
to this situation, the central government intervened in 2001 and made the two provinces reach an
agreement on the inter-provincial power transmission. As this case exemplifies, the prevailing view in
China is that individual municipal governments should take the responsibility for the generation and
transmission of electricity within their own administrative zones (Deng, 2016, pp. 19-21; 25).

As to the possibilities of inter-regional electricity trade by 2030, J. Xu et al. (2020) have
suggested three different scenarios: the first scenario assumes “full regional connections with
unrestricted electricity flow”; the second one supposes that “the inter-regional electricity trade barrier
[is] caused by the imperfect electricity market mechanism in China”; and the third one considers that
“the separation of the power grid between CSG and SGCC exists.” If China realizes the first scenario,

or, the creation of a complete, and unrestricted regional electricity transmission system, it is estimated
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to produce about 632 billion RMB in net savings. Meanwhile, the net savings would be 355.6 or 326.1
billion RMB in the first two scenarios, where barriers to inter-regional or inter-company electricity
trade remain. This difference in cost reductions is good evidence to the efficiency enhanced by the
inter-provincial energy transmission. On the other hand, the creation of inter-provincial electricity
trade does not benefit all provinces equally. Under the full regional power connection, the power
generation capacity and the power consumption efficiency in Guandong will significantly decrease (J.
Xu et al., 2020, p. 5; Fig. 4,7, & 8; p. 8).

4. Conclusion

In conclusion, China is facing problems of massive coal consumption, regional imbalance in
energy generation, and power curtailment. These problems are not only interconnected but can cause
other problems such as environmental destruction and electricity shortages. So far, the Chinese
government has implemented effective measures to tackle these issues from two perspectives: the
promotion of renewable energy and the development of transregional power transmission system.
Overall, they have been successful enough to alleviate the problems and also promoted economic
growth in the renewable energy sector. However, challenges still remain, and new problems have
arisen too. First, renewable energy needs to address challenges such as rising cost, underdeveloped
technologies, and the need for the tradeoff between the stable energy supply and the environmental
impacts. Next, regarding “the West-to-East Power Transmission” project, a barrier to inter-regional
power trade remains because of the separation of the power grid systems between the two major
transmission companies: Among these problems, those that are related to cost, technology, and the
environment will eventually be resolved by the advancement of science and technology. However,
there are other types of problems that cannot be solved by scientific approaches only: conflicts over
dam construction among local governments, companies, and the central government, the tradeoff
between energy security or environmentally friendly energy generation, and the transregional
electricity trade. Therefore, it is important for the central government to firmly establish its policies

and attempt to build a consensus among all parties involved in China’s energy problems.
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The Lying Flat Movement in China
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1.Introduction

These days, the word “lying flat” has been commonly used in TV broadcasts, print media, and
the Internet worldwide. Called “tang ping” in Chinese language, this movement has been considered
a social problem in these media mentioned above, which is most typically symbolized by the videos
of young people literally “lying flat” on the street demonstrating their indifference in economic and
social ambitions.

However, should the lying flat movement be treated as a social problem at all? And if it should
be, what dimensions of the phenomenon are especially problematic? Through exploring these
questions, this paper attempts to understand the social and cultural implications of the lying flat

attitude in Chinese society.

2. My Personal Views Gained in China

Before turning to the analysis of the lying flat movement, I would like to share my experience
that gave me a new perspective on this phenomenon. In September 2024, I visited China and had an
opportunity to exchange opinions with some students of Beijing Normal University. It was a very
precious occasion for me because I could have a glimpse into Chinese students’ views on the
phenomenon.

When I asked a question, “What do you think about the phenomenon called lying flat?”’ students
at the local university frowned and said, “Actually, we are not fond of it very much.” It was a great
surprise for me because I assumed that Chinese students would generally have positive opinions on it.

After this conversation, a question occurred to my mind: “Why did my assumption differ from
reality?” Beijing Normal University is widely recognized as one of the best universities in China, and
to be admitted to this university, students need to study hard with a significant financial support from
their parents. This would mean, I thought, =

that the students of Beijing Normal

University are expected to be winners in a
harsh social competition and that their
parents are wealthy and have negative
views about lying flat. So, for both the

students and their parents, choosing the

lying flat lifestyle is not a preferred I )
option. To understand this issue Hitotsubashi students and students of Beijing Normal University
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more deeply, it is necessary to explore diverse perspectives of people of different social classes and
income levels. Thus, my observation gained during my stay in China gave me the theme for this paper,

and the discussion that follows will examine this problem.

3.What Is Lying Flat?

There are various definitions of lying flat. An article in The Tokyo Shimbun, for example, says
that it is “a state of mind mainly seen among young people who are tired of the harsh competition of
university entrance examinations and the pressure for getting a job, [and who] tend to show no interest
in consumerism or marriage ” (Ishii, 2024). According to another article in Reuters, it refers to those
people who earn only a minimum amount of money to maintain their minimalist lifestyle. Yet another
definition provided by BBC regards it as the act of “taking a break from relentless cycle of
overwork ”(Davidovic, 2022).

As the wide difference among only these three examples suggest, a precise and strict definition
of this movement seems nearly impossible. However, at least one point is clear: those who choose
lying flat is people give a lower priority earning money and surviving the harsh social competition
than “ordinary” people do. A common misunderstanding of lying flat is identifying it with the attitude
of NEETs (Not in Employment Education or Training). However, they are fundamentally different. As
mentioned earlier, a precise definition of lying flat is not available, so the argument could be debatable;

nevertheless, the proportion of the “lying flat youth” who do not work at all seems rather small.

4.What Factors Are behind the Lying Flat Phenomenon?

There must be countless causes behind lying flat as a social phenomenon; therefore, this section
focuses on four primary factors of this the phenomenon.

Firstly, high unemployment rate is one of the main factors of this phenomenon. According to a
graph by Nikkei (Figurel), China’s economy has been slowing down in recent years. On the other hand,
as Qiaojia and et al. indicate (Figure2), there has been a constant rise in the number of university
graduates in China-at an increasing rate in recent years. This is a situation where there are too many
candidates for limited number of job openings, and the implication is that people who have worked
hard to enter and graduate from university cannot get a job which deserves their strenuous efforts. In
light of this, the mindset of lying flat can be an inevitable option when young people cannot find their

purposes of life in high income or career advancement.
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Fig. 1
China's annual GDP growth
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Note. Cited from “China Economists Expect 5.4% GDP Growth in 2023,” Nikkei Asia, by K. Ihara & F. Cheung, 2023.

(https://asia.nikkei.com/Economy/China-economists-expect-5.4

Fig.2
Chinese University Graduates Surge
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Note. Cited from “Finding Jobs for China’s 10.76m New College Graduates,” Nikkei Asia, by

Fan, Q. et al., 2022. (https://asia.nikkei.com/Spotlight/Caixin/Finding-jobs-for-China-s-10.76m-new-college-graduates)

Second, the opportunity to be successful and wealthy is not equally shared among Chinese
people. In China, if one wants to become rich, having a degree from a top university is a requirement
because it is a society which emphasizes educational background. According to the table below (Fig.
3) available on the World Economic Forum’s website (Armbrecht, 2015), most of the top universities
in China are located in urban areas. More specifically, 8 out of 10 top universities in China are in the

country’s largest cities such as Shanghai, Beijing and Hong Kong. However, students from rural areas
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face difficulties in attending urban universities. The primary reason stems from the household
registration system unique to China, which divides all citizens broadly into either urban or rural
residents. This system was adopted in the 1950s to ensure stable food supply in urban areas, but today
it is a barrier to excellent rural students who aim to enroll urban universities of their choice. This is
not to say that rural students are never be admitted to urban universities, but to be successful candidates,
they need to score higher than urban students on entrance exams. In addition, the tuition fees are not
affordable for low-income parents who are engaged in rural agriculture. As shown in Fig. 4 cited from
Meihan et al. (2021), the average per capita disposable income of rural residents is significantly lower
than that of urban residents, which clearly places rural students at a disadvantage. Recently, the
unfairness in the household registration system was partly alleviated by the government. However,
along with the enormous economic disparity, this system has also contributed to inequality in
educational opportunities and negatively affects students’ potential to succeed in life. For example,
unequal opportunities in society can make rural students lose their motivation to study hard and

improve.
Fig. 3

Top 10 Chinese universities
According to Times Higher Education MRS

University THE ranking
University of Hong Kong, Hong Kong 43
Peking University 48
Tsinghua University 49
Hong Kong University of Science and Technology 51
Chinese University of Hong Kong 129
City University of Hong Kong 192
Fudan University 193
University of Science and Technology of China 201-225
Hong Kong Polytechnic University 201-225
Nanjing University 251-275

Note. Cited from “What Are the Top 10 Universities in China?,” World Economic Forum, by A. Armbrecht, 2015.

(https://www.weforum.org/stories/2015/09/what-are-the-top-10-universities-in-china/)
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Fig. 4

China’s Yawning Urban-Rural Income Gap
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Note. Cited from “In Depth: China’s Long March to Become a Consumer-driven Economy,” Caixin Global, by Luo,

M. Yu, H. & Cheng, S., 2021. (https://www.caixinglobal.com/2021-03-26/in-depth-chinas-long-march-to-become-a-

consumer-driven-economy-101680899.html)

The third reason for this phenomenon is suggested by an interesting study in psychology by
Zheng et al. Briefly, it argues that an individual’s self-perception called personal relative deprivation
(PRD) makes people question the fairness in society. PRD can be defined as “a subjective feeling in
which people feel resentment and anger when comparing themselves with others because they
subjectively believe that they have been unfairly treated or have not received what they deserve”
(Smith et al. as cited in Zhen et al., 2022). As a negative consequence of disadvantaged social
comparison such ad PRD, increasing number of people have lost their belief in social fairness and
motivation for climbing the social ladder while choosing to lie flat. Just as the unfairness of the
country’s household registration system has encouraged the lying flat movement, people’s disbelief in
social fairness too harmed their self-improvement intention and resulted in the rise of the lying flat
mindset among the youth.

Finally, there is yet another important reason that is easily overlooked. As mentioned above, the
negative consequence of excessive interpersonal comparison can make individuals feel PRD. It is also
assumed that considerable number of people choose to lie flat as an expression of their aversion to the
rigid social inequalities and pessimism about their future. There is not much evidence or data to to
prove this hypothesis, but an article on Reuters by Chan (2024) identifies Chinese youth’s pessimism

about the corporate rat race as a factor behind the attitude of lying flat.
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5. Is Lying Flat a Social Problem?

As shown in the previous section, some people choose to lie flat because of their pessimism
about social unfairness in China. However, lying flat is not always an option for pessimists only; rather,
there must be a different group of people who are in a “privileged” environment but still choose to
lying flat simply because they do not like participating in harsh competition. The difference thing
between these two should be not be overlooked.

For this reason, people who are lying flat should be divided into two groups. Even if a clear
distinction is not possible, a classification will make the phenomenon more understandable. One group
of those who choose lying flat are compelled to do so as the negative consequence of their pessimism
about unescapable unfairness in society, and their attitude can be classified as “passive lying flat.” The
other group consists of those who are willing to choose lying flat even if they understand it entails
some restriction on their lifestyles, and this attitude can be called “active lying flat.” Between these
two categories, especially passive lying flat should be regarded as a social problem because it is
directly affected by various social factors including the unfairness in China’s household registration
system.

On the other hand, this does not apply to those who choose active lying flat because their option
is entirely voluntary and not compelled by any social factors. Their attitude can even be regarded as a
form of rebellion against harsh competition in Chinese society. It is doubtless that their lifestyle is
detrimental to China’s economic growth, so the government and the business sectors may be deeply
suspicious of them. However, in my personal view, the lifestyle of lying flat—be it negative type or
active—should not be criticized because people should have the right to choose whatever lifestyle they
like. Rather, the problem is Chinese society’s obsessive assumption that a good life is obtained by
pursuing money and promotion at work while giving a low priority to personal lifestyle choices. This
obsession may even worsen the problem of PRD, resulting in a vicious cycle in which “criticism

against lying flat contribute to the rise of lying flat phenomenon.”

6.Conclusion

As discussed above, it is practically impossible to define the lying flat movement comprehensively.
However, it will be reasonable to regarded it as a lifestyle selected by those people who give a lower
priority to earning money and surviving the harsh social competition than “ordinary” people do. The
major factors behind this phenomenon in China are the high unemployment rate in recent years, the
urban-rural disparity, unfairness in the social system, and the negative consequence of PRD. The
“passive” lying flat attitude may reflect a combination of other social problems peculiar to China, and
therefore, it will pose a problem to society whereas those who “actively” choose to lie flat should not

be considered as a social problem because their choice is voluntary. Rather, the problem lies in the
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social assumption that everyone should consider wealth and successful promotion at work as primary

goals in life. This notion is nothing but an assumption commonly believed and not a universal truth.
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China and Other Nations at the Forefront of Space Development

Haruto Oura
Sophomore, Faculty of Economics
1. Introduction

Travelling to outer space has always been a dream of mankind. Ever since the successful
Moon leading of Apollo 11 in 1969, humans have always been fascinated by the idea of outer space
exploration. The immense popularity of science fiction stories about outer space is another indication
of the human desire for space travel. Various themes of these stories-such as the encounters with
aliens, space war, space travelling, and the robots working in outer space-are not mere fantasies
today thanks to the strenuous efforts made by the people involved in space development and the
related areas. Above all, research and advanced in astronomy, physics and chemistry have
contributed to the breakthrough in space development in the last eighty years.

Space development attempts to extend the scope of human activities beyond the Earth into
outer space through technology. It includes not only building and operating artificial satellites and
robotic spacecrafts that literally work in outer space but also launching rockets or other devices that
related to main technologies. Characteristically, space development is an industry sector which
involves stakeholders ranging from government agencies to private companies. In the dawn of space
development, the research and development of space technology were mainly carried out by
developed countries such as the U.S. and the U.S.S.R, and they organized space development
industry to command and control their space missions. However, in the last twenty years, many
private companies have entered the space development sector causing radical changes there.

Focusing on some of the leading nations in space development identify the major risks posed
by this sector and workable solutions to them, and finally propose a vison of sustainable space

development that can contribute to humanity in the 21 century.

2. A Comparison of Space Programs in China and Japan

The history of space development has undergone considerable changes since the 20th century.
The first great stride in space development were made by the U.S. and the USSR during the WW II.
About fifty years later, in the 1950s, China and Japan embarked on their space programs around the
same time, and they have been leading players in space exploration since then. Nonetheless, the main
goals of the two nations’ space programs significantly differ: Japan focuses on academic space
research and exploration while China aims at the development of space technology for military
purposes. The strengths of their programs are very different, too. With its world-class aerospace
technology, Japan has been a major component supplier to space manufacturers worldwide.

Meanwhile, China takes advantage of its abundant natural and capital resources and has heavily
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invested in its rocket engineering and space development sectors.

Figl " The Number of Annual Space Launches by Country (2010-2022)
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Note. Cited from A View on the Environment Surrounding Space Transportation and Its Future, by Secretariat for
Strategic Promotion of Space Development, Cabinet Office, Government of

Japan, 2023, p. 2.

Figure 1 represents the number of large-scale rocket’s launches and its transition since 2010 up
t0 2022. In 2022, following the U.S. with 84 launches, China recorded 62 launches. As 0of 2010 China’s
launches were a mere 15, but it had grown into a leading country which accounted for 1/3 of the total
global launches by 2022. It is a growth at a higher rate than any other countries, China is likely to
eventually take over the U.S. if this trend continues.

Compared to China, Japan’s launch is less frequent. And that can be explained that there
happened the shift in Japan’s role in world-wide rocket industry. (How is this sentence liked to the
previous one?) Japan entered this sector as the launcher of rocket; however, due to the limited
financial(?) resources and economic recession, the country redirected its focus to the development of

rocket parts to export to other countries such as the U.S. and China.
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Fig.2
Payload capacities (to low Earth orbit) of large-sized rockets
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The reasons for this upward trend in rocket launching can be analyzed into 2 points. Due to
technical development, the capacity of the payload has become larger and the cost of launching has
declined. They made rocket launching efficient and reasonable and enable leading countries launch
many times. Also, a new technology, which is already introduced in Space X (private company in the
U.S.), makes it possible to reuse parts of used rocket. Those up-and-coming technologies implicate

the future growth in rocket launchings.
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3. Major Problems with Space Development Today

Space development today is facing various technological problems, ranging from spacecraft
manufacturing, rocket launching into outer space and launcher activating. As for the major problems
with space development, there is a concise list provided by Hamilton (2022). According to him,
potential risks of space development are divided into the “sudden risks” and the “gradual risks.” By
following his categorization, this section explains types of risks and the responsibilities of China and
Japan for causing those risks.

The “sudden risks” are loosely defined by Hamilton as “[those] risks [which] are triggered
when some particular type or quantity of activity occurs and the consequences are felt over a
relatively short amount of time.” This category includes “[d]angerous asteroid trajectory-
modification technologies” [b]ack contamination and planetary protection,” and “[m]ilitary and

geopolitical conflict.”

Fig. 4

Sudden Risks
- Dangerous asteroid trajectory (modification technologies)
* Back contamination and planetary protection

* Military and geopolitical conflict

Note. Adapted from “Space and Existential Risk: The Need for Global Coordination and Caution in Space

Development” by C. Hamilton, 2022, Duke Law and Technology Review, 21, p. 28.

Asteroid trajectory-modification systems are developed in order to protect the Earth from
serious collision with asteroids or comets. In 2013, in Russia, a meteorite fall damaged the city of
Chelyabinsk, injuring more than 1000 people. Scientists have developed ways to blast or lure
meteors away from the Earth’s orbit and protect its surface. However, the estimated risk of natural
collision between asteroids with the Earth is relatively small (almost 95% of asteroid falls is
harmlessly burned up in the atmosphere without crushing into the Earth’s surface). However,
this technology can possibly pose other types of risks. One of them is the risk that the artificial
modification of asteroid trajectory can cause the collisions among asteroids. In addition, the
rocket launches needed for this technology can exacerbate the problem of space debris. For
these reasons, Hamilton warned the potential risks of this technology and suggested a need for
international restrictions on its usage (p. 31). However, the grave concern of Hamilton and other
experts is not shared by some countries including China, where in 2022, the government

announced the beginning of asteroids trajectory-modification system’s experiments.
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“Back contamination” is another serious problem, which is defined by NASA’s scientists as
“[the] contamination of the terrestrial biosphere with organisms or materials returned from outer
space that are capable of potentially harmful terrestrial activity”. The space craft launched into outer
space could bring back harmful substances to the Earth and damage the current state of the terrestrial
environment. In order to avoid the risk of back contamination, some aerospace exploration agencies
including JAXA (Japanese Exploration Agency) participated in the invention of the “anti-back
contamination” system. For example, JAXA mainly focused on the technologies for the detection of
harmful substances and the protection of satellite lens. One point that is noticeable about this system
is that it was a collaboration of innovative technologies and devices created by multiple countries.

Third, defense and security challenges are another controversy about today’s space
development (Hamilton, 2021, pp. 32-36). One reason behind this is the absence of international
regulations to control the excessive competition in space development both for military purposes.
The difficulties in rulemaking lie in the complexity of the space development industry. Typically, any
space program is a cooperative mission undertaken by a broad range of stakeholders from
government agencies to private companies, so the responsibilities are distributed to multiple players
rather than centralized on one. This means that even when an accident has happened, no player is
required to take the full responsibility for the damage. Moreover, this situation motivates several
countries to take self-defensive actions such as the armament of spacecraft and the establishment of
the space force, accelerating the global competition over the supremacy in space. For example, in
April, 2024, Chinese authority announced the reorganization of its space force, attesting to this trend.
Supposing the U.S and other rival countries as its hypothetical enemy, China’s new space force has
now a cyber information department. Under these circumstances, there is an increasing risk of armed
conflicts in outer space even in the near future.

Next, “gradual risks” are defined as “those whose consequences scale up (e.g. linearly or
exponentially) with more activity” (Hamilton, 2022, pp. 27-28). Compared to sudden risks, the risks
of this type can be alleviated relatively easily if long-term measures are implemented appropriately.

99 ¢

Gradual risks include “space debris problems,” “light pollution problem,” “squandering space

resources,” and “economical acceleration or disruption” (Hamilton, 2022, pp. 40-54).
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Fig.5

Gradual Risks
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- Space debris
- Light pollution (Blocks sunlight/Interferes with observation)
- Squandering of space resources (Finite resources of the Earth)

» Economic acceleration or disruption

Note. Adapted from “Space and Existential Risk: The Need for Global Coordination and Caution in Space

Development,” by C. Hamilton, 2022, Duke Law and Technology Review, 21, p. 40.

Among others, “space debris” is the problem most widely known. It refers to pieces of
microscopic junk generated not only by the accidents of active satellites but also the collisions of
unused satellites or other space devices. Scientists are seriously concerned about the harmful impact
of space debris, and NASA scientist D. J. Kessler is one of them. According to his theory, once the
density of space debris has risen critically high, it inevitably causes an endless chain of collisions
between pieces of debris, each of which generates more debris. In 1996, for instance, an unused US
rocket Pegasus XL, which had been floating in outer space, suddenly exploded and scattered a vast
amount of space debris. In the same year there was another serious collision between the debris
objects, which are presumably the pieces from the rockets launched by European countries and other
active satellites. These two major accidents heightened the stakeholders’ awareness of the need for
the mitigation of space debris and promoted the development of international cooperation on this
matter.

Second, “light pollution™ is a problem which is rather unfamiliar to general public (Hamilton,
2022, pp. 45-47). However, this problem can seriously affect the future of space exploration. Light
pollution is caused by satellites moving in orbit, which radiate light or reflect sunlight. These lights
hinder the view from telescopes—whether they are landed or extraterrestrial—resulting in the
impediment to accurate space observations. Space observation is indispensable for humanity to
understand the origin of life and envision a possible future. It is also helpful for humans to collect
specific data and to search for habitable planets. Light pollution hinders space scientists in their
scientific research on the future of humans.

Third, “squandering space resources” and “economical acceleration or disruption” are closely
related issues (Hamilton, 2022, pp. 51-54). Because the number of stakeholders in space
development has swollen in the last 70 years, the competition for space resources and economic

gains from them has been increasingly fierce. Unlike other industries, space industry is distinctly a
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“winner-takes-all” industry. Once innovative space technology is invented, it beats other existing
rivals and attains supremacy. Thus, the intensification of the competition in the space industry
inevitably accelerates the market monopolization, which, in turn, prompts more countries to invest in
scientific experiments in the space environment. However, those experiments (including rocket
launching and device manufacturing) entail enormous monetary and environmental costs. If the
current practice in space industry and development is allowed to stand for a long term, it can harm
the Earth’s environment and exhaust its natural resources, especially petroleum and natural gas
because they are used as the main fuels used for rockets. Adding to these resource problems, the
production of space devices requires special techniques and so much time and cost, making rocket
launching a highly costly enterprise. This situation where monetary costs of launching rockets are
getting reasonably accelerates the booms of experiments lowers the hurdle of using disposable

rockets leading to endless damage on environment.

4. Solutions to the Current Challenges and Suggestions for Global Space Governance
The final section concludes this paper by proposing the solutions to the risks and problems
discussed in the previous section and some ideas for the improvement of global space governance.
Solutions to potential risks in space development involve a wide range of fields, and a
comprehensive examination of them all is beyond the scope of a brief paper like this. Therefore, the
discussion here will focus on two aspects: he establishment of an international legal framework and

the institutional strengthening of the global space governance organizations.

Fig. 6

Problems in rule-making of space development

= Complexity of stake holders

- Existence of private cpmpanies
* Few participations in rule making

Note. Adapted from “The Artemise Accords: Interpretation and Assessment in Light of Existing Law,” by S. J.
Renshaw, 2023, CICLJ, 13 (1), p.6.

The problems for today’s space development fundamentally stem from the lack of
international legal framework. Currently, no agents (no countries or companies) are supposed to be
legally responsible for the problems, nor is stipulated what space activities deserve what legal
penalties. Obviously; several obstacles remain in the path of an international agreement on space
governance. One of them is the complexity of stakeholders involved in space programs and

activities.
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In general, the primary actors in international law-making are the countries concerned. Presently,
however, the global space sector is nearly an oligopoly controlled by a few developed countries and
private companies. What measures, then, would be effective in correcting these problems? To find
answers to this question, it is useful to examine the problems from two perspectives.

One is how to control the dominant influence of a small number of large private companies in
the global space sector, and the other is how to create a legal and regulatory framework that is fair and
just to the nations that have not participated in space activities. Currently, private spaceflight
companies, including SpaceX as the most successful example, are playing the leading role in this
sector. In light of this, without appropriate restrictions on them, the global space activities will only
accelerate recklessly, contributing to a range of risks discussed in Section 3. Nonetheless, since the
decisions by the existing international organizations are not legally binding, their authority to control
these private companies is inevitably limited. Therefore, national governments should intervene and
take responsibility for governing the activities of the private companies in their own domestic space
markets. On the other hand, international organizations, such as the United Nations Office for Outer
Space Affairs (UNOOSA), should set global standards and urge national-level authorities to comply
them.

Another problem is that rulemaking in this field is monopolized by a small number of players.
As mentioned earlier, space industry is an oligopoly or a “winner-takes-all” market, which naturally
makes truly fair decision-making virtually impossible. To improve the current situation, a rule-making
system should be built to gather opinions from the countries that are not involved in space programs
or industry. Such an attempt may seem futile in the face of heated competition in the global space
market; however, a third-party perspective can help interested parties avoid being narrow-minded and
diminish the potential environmental and military risks. Thus, even those countries which are not
involved in space exploration are obliged to participate in the discussion on global space governance.

In order to address the problems mentioned above and make space development more beneficial
to humanity, it is important to reexamine distinct roles performed by different stakeholders including
the United Nations, national governments and private companies. For example, the UN Office for
Outer Space Affairs hosts international forums where all countries, regardless of whether they are
involved in space exploration or not, can exchange information on an equal footing. The UN should
increase the frequency and format of this type of session and encourage the participation of those
countries affected by specific issues. The UN should also increase their efforts to bridge the gap
between nations in the progress of space development by sending engineers, prompting the
information exchange and providing a database system to make space development information more
widely accessible. It will also be effective to establish an international organization to monitor and
control nation-level space projects, modeled after, for example, the way IAEA serves to strengthen the

global nuclear safety and security framework. Such an organization be able to have an objective
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perspective on the global space industry and suggest helpful guidelines.

As to the relationships between governments and private sectors, the former should take the
reins of the latter while ensuring the freedom of exploration and use of outer space for the benefit of
all enterprises. Following the guidelines set by the UN, national authorities should understand their
positions within the global space industry first, and then enact and enforce their own laws and
regulations.

The global space industry has been rapidly evolving; however, a strong and flexible governance
structure has not yet been established. So as to attain this ideal way of space development and to make
this industry safer and more beneficial to humanity, lots of countries needs to transnational cooperation
and coordination each other centering among on leading countries including China, and Japan, and

other advanced nations in the field will be of paramount importance.
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1. Introduction
In recent years, Chinese consumer’s purchase experience has rapidly shifted from in-store

shopping to e-commerce shopping. Though this shift is a worldwide trend, as the world’s largest
E-commerce market, China is undertaking a radical transformation in its wholesale and retail
industries at an incredible speed.

The purpose of this paper is to examine the current state of China’s e-commerce (hereafter EC)
market and find the reasons for its rapid evolution. To achieve this goal, the paper compares China’s
e-commerce market to that of Japan, identify the key features of the two, and finally consider the future

of online retailing and shopping in China.

2. E-commerce Markets in China and Japan

First, to understand the current situation of China’s e-commerce market, the pie graph in Figure
1 will be useful. The graph represents China’s e-Commerce market share in 2019. Alibaba Group is
the largest player, holding more than half of the entire market share. The second largest player is
JD.com, followed by Pinduoduo. Together, these top three retailers account for about 90% of the E-

commerce market in China.

Fig. 1
China’s E-commerce Market Share, 2023
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On the other hand, Amazon China’s share is noticeably small. Amazon is by far the largest e-
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commerce company in the global market; however, in the Chinese market, Amazonis only the seventh
largest with a market share of only 0.69%. Thus, local retailers are overwhelmingly dominant in
China’s e-commerce market. For example, major e-commerce platforms such as Alibaba’s Tianmao
Mall (formerly Taobao Mall) offers products and services optimized for Chinese consumers.

Next, Figure 2 below has listed the largest e-commerce markets in the world by country. China
is by far the largest in the world and has continued to grow rapidly over the last few years. This
remarkable growth is even more striking when compared to the U.S., the world's second largest e-
commerce market. As of 2018, China was three times as large as the U.S. market; by 2019, however,
it reached has grown quadruple its US counterpart. Thus, China now has a huge EC market dominated

by local companies, and the market growth is likely to continue at a remarkable pace.

Fig. 2
The Largest E-commerce Markets in the World by Country, 2018-20
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Figure 3 below shows the changes in Japan’s EC market size from 2014 to 2023. In only one
year from 2022 to 2023, the market grew by about 10%. Although this growth rate is never small, it is
by far below the rate of its Chinese counterpart. Characteristically, Japanese e-commerce market is
relatively stable, that of China is a much larger in terms of both size and growth rate. Differences
between the two markets are also found in consumer behavior. Online shopping is widespread among
Japanese consumers, but their purchasing behavior is generally cautious. On the other hand, based on
our interviews during the field research in China, online shopping seems the only option for the
majority of young consumers. The differences in EC market size and growth rate probably reflect

diverse social variables such as population, level of economic development, and consumer behavior.
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Fig. 3

Changes in Japan’s EC market size from 2014 to 2023
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Figure 4 below shows the top 10 e-commerce retailers in Japan in 2023. According to the
calculations based on the market size given by Figure 3 mentioned earlier, the largest market share
holder in the Japanese market is Amazon Japan at 12%, followed by the other 9 companies almost
equally dividing the rest of the share at less than 1%. The implication here is that the Japanese e-

commerce market is much more polarized than that of China.

Fig. 4

The Top 10 e-commerce retailers in Japan, 2023
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China’s e-commerce market has been developing at a remarkable speed and scale and growing
beyond China. On the other hand, the market is overwhelmingly dominated by a limited number of
domestic companies, posing a barrier to new entrants from abroad. Given that China’s domestic e-
commerce retailers have been immensely successful in meeting the domestic market needs, it will be
highly challenging for foreign retailers to break into the Chinese market. There are some potential
disadvantages to Chinese consumers: the lack of innovation and radical transformation in the existing
sales practices and services.

Japan’s e-commerce market, on the other hand, is smaller in size and growing at a slower pace.
Besides, as mentioned earlier, it is a highly polarized market too and therefore has much potential to
invite foreign new entrants as well as introduce new and different sales formats. Unlike China, the
Japanese market has neither strong economic growth nor a large consumer population; nevertheless,
the business environment is much more open and subject to competition with foreign entrants, so it
has a sufficient potential to expand in the future.

A major factor that differentiates the e-commerce markets in China and Japan is the penetration
rate of cashless payments. In China, cashless payments are very common at most stores in urban areas,
and some stores do not accept cash at all. The prevalence of cashless payments in China is closely
linked to the development of the country’s e-commerce market and online shopping, where cashless
payment options are indispensable. Even if the common statement that “Chinese people do not trust
cash” is an inaccurate generalization, the Chinese government has strongly promoted the introduction
of digital payment options, giving the country an advantage over other countries in this respect.

Next, let us examine the reasons for the rapid growth of e-commerce in China. There are three
primary factors. One is the Chinese government’s restriction on internet access. As Figure 5 below
shows, internet access to major social media services such as Google, YouTube, LINE and Twitter is
either unavailable or restricted in China. When the internet control took effect, Google and other
Western providers were gaining share in the Chinese market; however, fears of potential cyberattack

have led most of these providers to withdraw from China.

Fig. 5
The Restriction on the Internet Access in China
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The internet control by the Chinese government primarily aims at protecting national security,
but it has also worked to the advantage of Chinese IT companies, allowing them to monopolize the
domestic e-commerce market. Thus, the rapid growth of China’s e-commerce was possible because of
the government measures for national safety.

Another factor is China’s large population. China’s population exceeds 1.4 billion now. Given
that the country’s internet penetration has reached 77.5% as of 2024, China is a highly profitable e-
commerce market that offers vast quantities of personal data. The availability of large amounts of
personal information is a great advantage for business enterprises, giving them access to data on
purchasing behavior by age group, spending patterns by region, and much more. The larger the
sample size, the more reliable the data; therefore, China provides a business environment in which
online businesses are better positioned to develop new platforms, products, and services. In addition,
some experts point out that Chinese consumers do not have serious concerns about the security of
their personal data.

In China, for example, there has never been a serious controversy about the Resident Identity
Card. However, in Japan, the introduction of the individual document officially called “My Number
Card” caused heated debate among the public. In China, the Personal Information Protection Law took
effect only three years ago in 2021; however, until then, there was no legal protection of personal data.
As these examples suggest, the security of personal data may not be a cause for deep concern among
the Chinese public. Easy access to purchasing information of individual consumers must have
contributed to the rapid development of China’s e-commerce market.

As a third factor, the increasing growth of home delivery industry in China will be worth
mentioning. Figure 6 below shows the volume of business handled and the annual growth rate of
China’s home delivery industry from 2010 to 2016. As can be seen, the business volume increased at
a rate of more than 50% annually in these five years; and in 2022, the annual home delivery volume
exceeded 100 billion pieces. This rapid growth of this sector is attributable to enhanced business
efficiency by combined use of Al and big data technologies. From the perspective of e-commerce
industry, the rapid development of home delivery was immensely beneficial, especially for its business

operation in rural areas, increasing the number of online shoppers outside of urban areas.
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Fig. 6

The Total Business Volume in China’s Home Delivery Industry, 2010-2016
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Finally, “live commerce,” the newest form of online shopping that is emerging in China, should
be briefly mentioned. Live commerce refers to live streams on social media where charismatic
influencers (known as wanghong in Chinese) sell products and services as they communicate with
consumers in real time to sell products and services. Consumers can ask questions and buy products
during the live streaming, and this interactive experience often effectively promotes consumers—

especially young consumers—to purchase products.

Fig. 7

Live Commerce in China (Market Size and Growth Rate), 2017-2021
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Figure 7 above shows the market size and growth rate of live commerce in China from 2017 to
2021. It shows significant growth year after year: as of 2021, live commerce sales accounted for 15%

of total online shopping sales in the country. Thus, China’s e-commerce has continued to invent new
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forms of shopping experiences. In fact, during our filed research in urban China, live commerce were
taking place in stores and businesses almost everywhere, reminding us of the immense popularity of

this sales strategy among Chinese consumers.

3. Conclusion

Just as online shopping is rapidly replacing in-store sales in China, the development of online
shopping will not stop in Japan. Since the Japanese government is aware of the benefits of cashless
payments, including reduction of social costs and promotion of transparency in financial transactions, it
will implement more measures and initiatives to promote digital payment systems even further, spurring
the development of online shopping too.

China has strong logistics support and a large population, making it easy to take advantage of data
analysis through the development of Al. Therefore, the development of the country’s e-commerce market
is expected to continue. On the other hand, China’s e-commerce market is nearly monopolized by several
major retailers, posing barriers to new entrants from abroad. Without new companies entering the market,
monopoly by the existing major retailers will continue, which will consequently hinder innovations in
China’s e-commerce industry.

Unlike China, Japan is a country with a stagnant economy and a small population, so the e-
commerce market is expected to grow at a slower pace. However, the barriers to new foreign entrants
are relatively low, and the business environment is flexible enough to let new sales formats emerge
and develop. Even without advantages such as a strong economy or a large consumer population, a
market with free and healthy competition will provide the foundation for the future development of

Japan’s e-commerce industry.
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1. Introduction
As the birth rates are notoriously declining in China and Japan, the governments of both

countries have introduced new policies to make the society a better place for raising children and
increase the child population. However, many problems remain unresolved, particularly in childcare
systems.

This paper examines the differences and similarities between the childcare systems in China and
Japan. However, given the large disparities between urban and rural China, this paper will focus
specifically on urban China only. It also aims to suggest what needs to be done to improve the childcare

systems in both countries.

2. The Historical Development and Current Situations of the Childcare Facilities in Japan
and Urban China
The historical development of the childcare systems in Japan and China reflects the long-term social

and economic transitions in each country.

2.1 The Childcare Facilities in Japan

The spread of childcare facilities in Japan is attributable to the country’s post-war high-growth
period, when the migration of the workforce and the shift to nuclear families made more traditional
forms of childcare obsolete. However, the establishment of kindergartens and day nurseries dates to

earlier times.

2.1.1 Prior to WWII

As for kindergartens, the first facility of this kind in Japan was established in 1875 with the aim
of educating preschool children. The childcare program provided in kindergartens was similar to the
elementary school curriculum. As they spread across the country, the Japanese government enacted
the first comprehensive regulations for kindergartens in 1899.

On the other hand, Japan's first nursery was founded by the government in 1887 as a simplified
form of kindergarten. It aimed to support those parents who have difficulties in raising children due to

lack of time or money.

2.1.2 During WWII
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World War II exposed Japan’s previous childcare services to dramatic change. Kindergartens
were militarized, and shrines and temples provided daycare nursery services to meet the increased

demand.

2.1.3 After WWII

After World War 11, under the guidance of the US occupying forces, Japan established two types
of childcare facilities: one was kindergartens as the educational facilities for young children and the
other was day care centers as the institutions that provide homely care for infants without parental
supervision. These facilities were supervised by different governmental ministries: kindergarten were
under the jurisdiction of the Ministry of Education (currently the Ministry of Education, Culture,
Sports, Science, and Technology or MEXT) while day care centers were under that of the Ministry of
Health and Welfare
(currently the Ministry of Health, Labour, and Welfare or MHLW). Then, in 2006, in addition to the
existing two types of facilities, the Japanese government newly established certified kodomoen as a
hybrid of the two, introduce a new tripartite system to support the education and care for young
children up to age 6.

Furthermore, in 2015, yet another new initiative called “Community-based Childcare Services”
launched aiming to provide attentive care for a small number of children aged 0-2 in a homely
application of “The New System for Supporting Children and Childcare.” As Figure 1 shows, there
has been a gradual increase in government spending for family benefits, indicating improvement in

Japanese childcare policy.
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Note. Cited from “International Comparisons of Public Spending on Education,”
by National Congress of Parents and Teachers Associations of Japan, December 12, 2024. (https://zen-

p.net/sg/g371.html#gsc.tab=0).

2.1.4 The Current Situation

Japan's social security system is currently facing several problems. Among them, along with
pensions, medical care and long-term care, the declining birthrate is identified as one of the priorities,
and the improvement of the childcare system is being promoted as part of this effort. Besides, the
white papers on health, labor and welfare have annually listed the measures to reverse the declining
birthrate at the top of its policy agenda, indicating the Japanese-government's commitment to this
problem and the improvement of the existing childcare system as a solution.

In 2021, in order to prepare for the population decline in the future, the government announced
a decision to shift the focus of its childcare policy from the reduction of the children on daycare waiting
lists to the provision of high-quality childcare.

In 2023, the Child and Family Agency was established as an administrative organization as a
command center for childcare policies, on a mission to promote the welfare of children and families,
to support the improvement of their health, and to protect the rights and interests of children. The
agency has so far formulated the guidelines and measures to seamlessly support children’s
development during infancy. As of 2024, it plans to revise the official children-to-teacher ratio set for

day care for four- and five-year-olds aiming to alleviate shortages of child caregivers.

2.2 The Childcare Facilities in Urban China
2.2.1 Before the foundation of the People’s Republic of China in 1949
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The origin of pre-school education in China dates back to the late 19th and early 20th centuries,
when the Japanese childcare system was introduced. The first kindergarten in China was founded in
1902, 30 years before the establishment of the first nationally uniform standards for kindergartens in
1932. However, during the Second Sino-Japanese War or the War of Resistance against Japanese
Aggression (1937-1945), kindergartens ware forced to adopt a highly politicized curriculum. The war

also led to the foundation of boarding nurseries in the 1940s.

2.2.2 From the foundation of the People’s Republic of China in 1949 to the 2000s

During the1950s and the 1960s, the Chinese government introduced the nursery systems of the
former Soviet Union.

Since then until today, kindergartens in China have been the institutions of early childhood
education for 3- to 6-year-olds. Unlike kindergartens, on the other hand, nurseries are non-
educational facilities that specialize in daycare for 3-year-olds and younger. However, since 1999,
under the trend of “integration of nurseries and kindergartens,” nurseries have been decreasing,
while kindergartens have shifted to comprehensive educational institutions for children aged 0-6
years.

On the other hand, during the period of state-owned enterprise reform from the early 1990s,
most of the state-owned welfare facilities were sold to the private sector and no longer under
government control. In addition, under the one-child policy, the government emphasized home-based
childcare, requiring parents to learn child psychology and pedagogy, and did not implement effective
measures to support childcare. Consequently, the birthrate fell, which naturally led to a significant
decrease in the demand for and the number of early childhood education facilities.

Other factors that have been detrimental to the development of the childcare system in China
include the widespread employment of babysitters by ordinary families due to low labor costs, as well
as the tradition of grandparental involvement in early childcare for grandchildren.

However, China’s economic growth in the 2000s brought changes to early childhood education
in the country. As the nation’s standard of living rose, parents’ enthusiasm for the education of their
only child grew too, thus encouraging the proliferation of early education institutions in China,
especially urban areas. In response, in 2010, the Chinese government announced its commitment to
the promotion of preschool education in “The Outline of the National Medium- and Long-term
Education Reform and Development Plan” (2010-2020). This is also thought to have contributed to
the spread of early education in China. Along with the growing demand for early education in China,

childcare facilities have come to play the role of early education institutions.

2.2.3 The Current Situation

In recent years, China has been making efforts to improve its childcare system, but its attempts
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have not always been successful. For example, by the end of 2023, 4.77 million childcare facilities,
including community-based and home-based childcare facilities, had opened nationwide, bringing the
number of childcare facilities per 1,000 people to 3.38, yet the number is still not sufficient.

A survey conducted by China’s local health authorities has revealed that more than 30% of
families with children under the age of three are currently in need of childcare services, while the
national nursery admission rate averages only 7.86%. According to the National Health Commission,
the government announced a plan to increase the number of childcare facilities per 1,000 population
to 4.5 by the end of 2025, hoping it will be an effective measure to combat the declining birth rate. In
terms of China’s public spending per preschool child, the spending is on the rise from RMB 6951.49
in 2017 to RMB 9505.84 in 2021, which may be evidence of the government’s sustained commitment

to the improvement of the childcare system.

2.3 A Comparison of the Childcare Systems in Japan and China

Sections 2.1 and 2.2 have examine the historical developments of childcare systems in Japan
and urban China and this section attempts to compare the two to find out their similarities and
differences. First, it is fair to say that China’s childcare system developed under the influence by the
Japanese counterpart. The two systems also share a history of exposure to the effects of war and the
recent move towards institutional unification. On the other hand, one significant difference between
the two is that the development of China’s childcare system in China halted by the lack of the
government support since the privatization of state-owned enterprises. Furthermore, in China,
childcare facilities are focusing on providing educational classes, whereas in Japan, childcare
primarily intends to meet the growing demand for nursery care services caused by the decreased
role of community-based mutual support in urbanized areas as well as the lack of childcare time in
dual-earner households. A further difference is that the Chinese government places a high priority on
increasing the total number of childcare facilities nationwide, while the Japanese government aims to
provide more equitable access to high-quality childcare for all infants regardless of their parents'
employment status. Despite these subtle differences in priorities, commitment to the expansion of

childcare capacity is common to both governments.

3. Challenges and Future Directions in the Childcare Systems in Japan and China
Leaving now the examination of the development and current statuses of childcare systems in
Japan and China, this section now turns to the problems currently facing the childcare systems in both

countries and discusses the prospects for them.

3.1 Japan

The primary problem in Japan's childcare system is the shortage of childcare workers. Figure 2
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shows the average annual salary of childcare workers in Japan compared to the average of all
workers. As the graph indicates, unlike in the other industries, the salaries for those in the childcare
sector do not increase as they grow older. Figure 3, on the other hand, shows Japan’s legal standard
for the number of infants to 1 childcare worker. The number differs according to age group, but it is
generally extremely low for all age groups from 0 to 3.

However, recently, some childcare facilities have introduced robots, Al, and ICT to reduce the
burden on childcare workers. Examples include digital monitoring of children’s physical condition
and digitalization of record-keeping and work planning. One preschool reported that the elimination
of printing reduced the total cost of paper and printing by about 300,000 yen per year, and that the
abolition of manual daily report recording and the adoption of digital means of communication brought

about a 40% reduction in work time.

Fig. 2 Fig. 3

Childcare Number of children
Age e Average(yen) o .
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35~39 4,094,200 4,620.000

40~44 4.250.300 4910.000 3 15

45~49 4.262.200 5210.000 4.5 25

50~54 4.222.800 5.370.000

55~59 4629.300 5.460.000
Annual salaries for childcare workers in Japan The legal standard for the ratio of infants to 1nurseing worker

compared to the average for all workers Note: Cited from “The Staffing Arrangement Standards in
Note: Cited from 2022 Basic Survey of Wage Structure, by. Japan’s childcare as of 2024,” by Hoikushi Bank, January
Ministry of Health, Labor and Welfare of Japan, 2023. 16, 2024. (https://www.hoikushibank-
(https://www.e-stat.go.jp/) column.com/column/post_1313)
3.2 China

The problems with childcare in urban China include the high cost and low quality of care
services. As mentioned earlier, the demand for childcare facilities in China is very low due to the
following factors: The one-child policy has reduced the number of children per family; grandparents
have traditionally provided kinship care for their grandchildren; and the country’s cheap labor has

made the employment of babysitters quite affordable to the average family.
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As a result, the government has not yet set any appropriate regulations or standards for daycare
centers, which has caused parents’ dissatisfaction with the existing facilities and their services. Figure
4 shows the results of a survey on parents’ dissatisfaction with the current state of childcare facilities.
As the graph indicates, parents are most seriously concerned about daycare fees and safety issues,
attesting to the underdevelopment of the public childcare system in China, as discussed in the previous
section.

For example, until the 1980s, nursery workers in China were not basically required to have
special qualifications, higher education, or a high level of expertise. However, safety standards were
raised by some new measures including the requirements to make lunch menus public. Nevertheless,
considering that the survey shown in Figure 4 was conducted in 2022, this revision has not improved
the childcare sector significantly enough to change parents’ negative perceptions. To make the
revised regulations work more effectively, the government would need to establish licensing
requirements for childcare facilities and ensure the improved safety of childcare environment.

Due to China’s falling birthrate (shown in Figure 5), privately-run kindergartens are currently
facing a prolonged struggle to enroll enough children. To provide universal access to high-quality and
affordable childcare services, the government should continue to increase the number of public
kindergartens and nurseries. Needless to say, the construction of new facilities will be a long-term
project; therefore, as a short-term solution, the government should also introduce child subsidy

programs to pay support allowances to households raising children.
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3.3 A Comparison of the Challenges in the Childcare Systems in Japan and China
The discussion so far has revealed problems with the working environment for childcare workers
in Japan. Given the labor shortage in Japan’s job market in general, childcare services will need a

digital transformation and make their operational model manageable by fewer workers, for example
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by proactively using ICT. The comprehensive introduction of ICT in childcare will be significantly
costly; however, some of the digital technologies that have already been used in other fields, such as
health monitoring devices and document generation software, will be applicable to childcare setting
too.

In China, on the other hand, the public childcare system is still underdeveloped. Given the
country’s declining birthrate, the Chinese government must develop an integrated public childcare
system and create a supportive environment both parents and children. As to private childcare facilities,
they should comply with the government regulations and provide services that are safe for children

and accessible to parents.

4. Conclusion

The childcare systems in Japan and China have developed over roughly the last century and
gradually altered along with social, economic and demographic changes. In addition, the two nations
are currently facing the common problem of declining birthrates, but the policy measures they need to
implement are naturally different. Furthermore, considering the growing demand for early education
in recent years, both governments need to exert themselves to expand access to affordable, high-quality
childcare.

To help childcare facilities in Japan run more efficiently, working environment for childcare
workers needs to be reformed. The introduction of Al will be another solution because it will reduce
human workload-and the needs for human workforce.

As to childcare in urban China, the government needs to implement measures to establish public
childcare as a comprehensive system. It is also the Chinese government’s responsibility to develop a
supervision system for childcare facilities and to inform parents of the usefulness of public childcare.
If these measures are fully implemented, a better childcare environment will be created for both the
providers and users of the services.

In recent years, there has been a growing need in both China and Japan to expand the boundaries
of traditional childcare and integrate childcare and early childhood education. Given this situation, a
comparative perspective on the childcare systems of the two countries will continue to be important

for improving childcare in both countries.
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1. Introduction

In 2020, a historic epidemic spread from China to the whole world. Its name was COVID-19.
During and after the pandemic, there was a dramatic increase in the demand for medical products
including vaccines, medicines and other medical products and technologies essential for testing and
treatments. In short, the epidemic radically transformed the global healthcare landscape, resulting in
the rapid market expansion and the innovations in research, development, and manufacturing. Besides,
it is not only COVID-19 that should be considered: a global demographic trend of declining birthrates
and aging populations is another factor behind the recently increased demand for medical products,
particularly in developed countries.

Under these circumstances, medical technologies in the U.S. and China have made notable
advance. They are known as the four of the world’s most medically advanced countries, where the
research and development of the latest medical technologies are taking place. Among these four, the
U.S. is especially known for having the most advanced technology in the world; meanwhile, China’s
strength lies in its possession of both technological capabilities and enormous production capacity.

This paper compares China with the other three countries mentioned above and aims to find out
the primary factors behind the advantages of China’s medical technology research and development.

The paper will also present a prospect for the future of China’s medical technology.

2. China’s Potential to Grow into the World’s Largest Healthcare Market

China has significant potential to become the world’s largest healthcare market because of the
following three factors peculiar to the county: the rapid development of the advanced medical
technologies, the steady increase in its medical exports, and the country’s large population. What
follows is a more detailed examination of each of these factors.

First, the rapid development of China’s medical technology sector has enhanced the quality of
medical services and products available in the country. According to the survey conducted by China
National Bureau of Statistics (2022), the total market size was estimated 1.5 trillion US dollars in 2021,
doubling in five years from 2016. Besides, the market growth rate rose from 10% in 2019 to 15 % in
2021. These data suggest a dramatic expansion of the healthcare market in China. In addition,
compared to other developed countries, labor costs are lower in China, which has allowed the country’s
medical companies to achieve total cost reduction. As to the second factor, there is a steady increase

in the global demand for China’s medical exports. Lastly, given that China has the world’s second

106



largest yet rapidly aging population, its domestic healthcare market will continue to grow further. Thus,
the combination of these circumstances has given China vast potential for growing into the most
lucrative healthcare market globally.

Second, the steady increase in China’s medical exports in recent years shows an interesting latest
trend. Before and during the COVID-19 pandemic, Chinese products had an enormous presence in the
global healthcare market. In particular, during the pandemic, China became the world's largest exporter
of medical products, with an estimate of 105 billion dollars in 2020, approximately 2.8 times as much
as 2019. Furthermore, in the first half of 2020, China held the largest share of the global healthcare
market at 28.7%, followed by the U.S. with only 14%. However, the latest trend indicates that a gradual
change is taking place in the global market. Although the pandemic provoked a sudden surge in
demand for medical products, the market demand declined in the post-pandemic world, leading to
the lower prices of medical products. For these reasons, China's total exports of medical products are
decreasing compared to 2020, but its share of the global market remains high.

Third, China’s large population creates a substantial domestic market, driving significant
demand for goods and services. While it is globally reported that China’s one-child policy,
implemented from 1979 to 2016, resulted in the country’s low birth rate and declining population
(Gorvett, 2023; Hays, 2024), its total population is still the second largest in the world after India. The
two graphs below (Figures 1 and 2) provided the United Nation (Department of Economic and Social
Affairs, Population Division, the United Nations, 2020, Chapter 1) show the trends and projections of
population changes in China and India. According to these data, in 30 years from now, India is
projected to surpass China as the world’s most populous nation, but China will still have the world’s
second largest population following India very closely. Therefore, China will remain a large market

for medical products for at least the next several decades.
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Trends in total population for China and India, Top five most populous countries, estimates for 1970 and
estimates for 1970-2022 and projections for 2023-2100 projections for 2023 and 2050
(with 95 per cent prediction intervals)
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1 United Nations, Department of Economic and Social Affairs, the referenced year.
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Summary of Results. UN DESA/POP/2022/TR/NO. 3. tion.un.org/wpp/.
Fig. 1. Trends in total population in China and India Fig. 2. Top five populous countries from 1970 to 2050

Note. Cited from World Population Prospects 2022: Summary of Results, by Department of Economic and Social

Affairs, Population Division, the United Nations, 2022. https://www.un- ilibrary.org/content/books/9789210014380

3. China and the Other Leading Healthcare Markets in the World

While the rapid development of medical technology in China is attracting global attention, other
countries with leading healthcare industries such as Japan, Germany, and the U. S. are threatened by
the rapid catch-up by China as an emerging major contender in the global healthcare market.
According to the graph in Figure 3 cited from Statista (2024, September 17), as of 2023, the U.S.
accounts for 44.4% of the global pharmaceutical market, while Japan and Germany have only 4%
respectively. What is notable here is that China has increased its share to 7%. The former three nations
still maintain highly advanced medical technology and healthcare industries, but they are obviously
being overwhelmed by the rapid development of their Chinese counterparts for the several reasons

described below.
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Fig. 3. Market share of leading 10 national pharmaceutical markets worldwide in 2023

Note. Cited from Statista, 2024, September 17. https://wwuwv.statista.com/statistics/245473/market-share-of-the-

leading-10-global-pharmaceutical-markets/

One major reason for the slowdown of the healthcare industries in these three countries is the
limited growth in the size of their domestic markets. In Japan, the aging population creates a significant
demand for advanced medical devices and treatments, but the overall population is decreasing. This
reduces the potential for long-term growth of the healthcare market. According to the statistics
provided by the Japan External Trade Organization (JETRO-Australia, 2020), the size of the Japanese
Health Tech market is gradually expanding; however, as the graph in Figure 4 cited from the same
statistics shows, medical and nursing care cost in 2025 is estimated to remain at the same level as in
2024. These figures indicate that the market is saturated and gradually shrinking. Similarly, compared
to China, Germany’s healthcare market size is smaller because it has a smaller number of potential
customers. Even in the U.S., with its large population, its market growth is constrained because
healthcare services cost high, limiting the average consumer’s access to healthcare in general. In China,
in contrast, the rapid growth of the middle class is is driving the increasing demand for advanced

medical devices and healthcare services.

109


https://www.statista.com/statistics/245473/market-share-of-the-leading-10-global-pharmaceutical-markets/
https://www.statista.com/statistics/245473/market-share-of-the-leading-10-global-pharmaceutical-markets/

Health Tech market size and trend/forecast of medical and nursing care costs in Japan
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Fig. 4. Health Tech market size in Japan
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Another factor is the high costs of research and development in the healthcare industry. Japan,
Germany, and the U.S. invest heavily in medical innovation, but the costs of maintaining facilities and
enticing top companies and research institutes to relocate to specific localities have continued to rise.
Often, these costs also hinder established companies from maintaining and improving the quality of
their research. Furthermore, these countries have strict regulatory standards for the healthcare industry,
making the development and approval of new treatments and medical devices slow and costly.
Meanwhile, China’s lower labor and production costs have promoted cost-effective technological
innovations by its healthcare companies.

Despite these challenges, Japan, Germany, and the U.S. still maintain a high level of healthcare
technology and services. One important factor behind this is that these countries have long-established
medical research institutes and the world’s leading universities, which keep these countries’ research
competence and productivity at a high level. Nevertheless, the rate of breakthrough innovations has
slowed down compared to several decades ago, when the global competition was less fierce.

In contrast, the rapid development of China’s healthcare sector is driven by its government’s
strong support for innovation and its ambition to become a global leader in medical technology. So far,
the government has enforced various political measures including large investments in research,
partnerships with international companies, and the recruitment of talented researchers from abroad.
As aresult, for example, China has made significant advances in areas such as gene editing, Al-driven
diagnostics, and the development of affordable medical devices. While these achievements are
noteworthy enough, they have also resulted in intensifying the global competition with Japan, Germany,
and the U.S.

In summary, the slowdown in the medical technology development in Japan, Germany, and the
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U.S. can be attributed to the small size of their domestic markets, high cost of development and facility
management, and a lack of fierce domestic competition. However, these countries have still
maintained a high standard of healthcare technology and have continued to lead the globe in many
fields in this sector. As China catches up to these countries, the global competition for medical
innovations is clearly intensifying. In response to these changes, Japan, Germany, and the U.S. need

to explore new strategies to promote the research and development in their healthcare sectors again.

4. Criticism of China’s Rapid Rise in Medical Technology

Some critics argue that the rapid development of China’s medical technology raises
humanitarian concerns, but such claims are not entirely based on facts.

One common criticism is that certain practices in Chinese medical research and development
are ethically unacceptable. For example, according to some of the media coverage, China’s medical
technology research is making a rapid progress by cruel-animal experiments and human testing,
particularly in ethically sensitive areas such as gene editing and clinical trials. However, it is important
to note that ethical dilemmas in biomedical research are not unique to China. Similar criticisms have
been directed at other nations, including Western countries, where unethical medical experimentation
was conducted in the past. In addition, it is worth noting that China has been making sustained efforts
in recent years to improve its regulatory frameworks to meet the international standards for these
concerns.

Some other critics point out that China’s medical technology sector is heavily depending on the
technology transfers and professional expertise from abroad, especially the West. In fact, the three
leading global companies in the medical industry, i.e., GE Healthcare, Philips, and Siemens (a group
of companies commonly referred to as “GPS” in the industry), have their production facilities and
research laboratories in China. Moreover, they argue, the partnerships with international companies
have provided Chinese companies with access to knowledge and technologies overseas. For instance,
joint ventures in China often require foreign companies and investors to share proprietary information
as a condition for entering the Chinese market. While this practice raises concerns about national
security in the technology sector, it is also a reflection of the globalization of technological innovation.
Many Western companies enter into such agreements in order to take the opportunities to break into
China’s rapidly expanding healthcare market.

Moreover, China’s capacity to adopt and adapt technologies from foreign countries and
companies has been vital for its technological advancement. Intelligence leaders of the West often
accuse Chinese companies of stealing intellectual property in technology from its foreign
counterparts and thus, undermining trust and fairness in international competition. However, there is
historical precedent for this type of strategy. The U.S. and many other countries now referred to as

“developed nations” once used similar strategies to achieve rapid industrialization. Nothing will
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illustrate this better than the fact that during the Industrial Revolution in the late 18th century
through the 19th, many countries made rapid technological advancements by emulating British
technology and industry. China’s case is no exception. There is, however, a notable feature: the
central government lays a proactive role in the strategic promotion of technology transfer and
development and thus helps the country’s medical technology industry quickly overtake the leading
countries in the field.

It is indisputable that China’s advancements in medical technology have profound impact
both domestically and globally. The development of medical devices and Al-powered tools by China
has significantly enhanced the potential of healthcare. Furthermore, China’s innovations in the
advanced medical areas such as gene therapy and regenerative medicine will contribute to global
medical research and promote international collaboration as well. From a Western perspective, the
practices and strategies of China’s medical technology remain controversial; nevertheless, its
significant contribution to the advancement of global healthcare is hard to ignore.

5. Conclusion

This paper has attempted to compare China's medical technology industry with its major
competitors in the world: Japan, Germany and the U.S. From what has been said above, it should be
concluded that among the four, China has the most productive medical technology industry with the
largest domestic market. Chinese healthcare companies are trying to introduce more sophisticated
technology by strategically building alliances with its European and American competitors. Thus,
China’s healthcare technology is predicted to grow further in the future. Meanwhile, from an ethical
perspective, some critics oppose the use of animals in scientific research projects. However, it seems
reasonable to assume that the development of research collaboration between China and the West will
increase China’s awareness of the ethical concerns regarding animal rights and encourage the data
disclosure concerning the animal experimentation in Chinese projects. Thus, ethical problems in the
medical research in China’s institutes and laboratories will eventually be alleviated. Given these
factors, there is no doubt that China is currently the most influential player with advanced technologies

and competent companies in the global medical technology market.
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1. Introduction

In recent years, large shopping events have become a global trend, attracting millions of
consumers and creating huge sales. These events are no longer limited to traditional holidays.
Instead, they now take place on new “special days” that appeal to a wide audience. As these events
grow bigger, they are supported by well-organized campaigns using the latest digital technology,
making it easy for people to buy products. China, with the world’s largest e-commerce market, holds
one of the biggest shopping events on November 11, called Singles Day. Singles Day has far
surpassed other popular shopping days, like Black Friday and Cyber Monday, in both popularity and
sales. It not only affects Chinese consumers’ behavior but also influences global shopping trends and
highlights the importance of advanced technology and logistics in e-commerce.

By examining Singles Day from multiple perspectives such as its origin, its characteristics as a
shopping festival, and its logistics systems and use of advanced technologies, we can understand
what makes these shopping events so appealing and what systems and strategies have helped them
succeed. On the other hand, though Singles Day provides for individual shoppers an enjoyable and
exciting experience, it also has large impacts on the environment, consumer behavior, and China’s
logistics systems.

As Singles Day has expanded, it has also faced new challenges and higher consumer
expectations. Therefore, this paper examines Singles' Day from both business and consumer
perspectives and considers what it will take for today’s online shopping events to maintain their
appeal while balancing economic profitability with social and environmental sustainability in the

future.

2. The Origin and History of Singles Day

Singles Day, or “J:#EHf (Guanggunjié)” in Chinese, is an unofficial holiday on November 11
to celebrate being single. November 11 was chosen because the numeral “1” looks like a “bare stick
(or a bare branch),” which in Chinese refers to a bachelor (or an unmarried man) who does not add
branches (children) to the family tree. Furthermore, the four “1” s can suggest a group of single
people. Singles Day was originally celebrated among the university students in Nanjing in the 1990s,
but it later became increasingly popular across China. In 2009, Alibaba, a major e-commerce
company, took advantage of the day to start a big discount sale targeting single consumers and

launched a half-price sale on its online shopping sites, such as Taobao and Tmall. Since then, other
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e-commerce companies have followed. Thus, Singles Day grow into an opportunity for large-scale
online product sales, attracting the attention of many e-commerce companies not only in China but
also around the world.

Similarly, Valentine’s Day in Japan provides an important marketing opportunity. It is a
romantic holiday celebrated worldwide on February 14, and in most places both men and women
send cards, flowers, or some special gifts to people they love. However, in Japan, Valentine’s Day is
known as a day when women buy specifically chocolates or not only their boyfriends, husbands, or
partners but also for their friends or co-workers. This custom was first started by one chocolate
manufacturer, which took the advantage of the holiday for the sales promotion of its products, and
this market strategy widely spread among Japanese confectionary brands over the last half-century.

Thus, Singles Day and Valentine’s Day in Japan share a common trait: both are annual events
which provide highly profitable opportunities for retail businesses. And this can be adapted to all

events, suggesting that the creation and discovery of new events has no small impact on marketing.

3. The Economic Impacts of Singles Day

Singles Day has a significant economic impact. In 2023, China's total consumption during the
Singles Day period (from October 31 to November 11) reached 1,138.6 billion Chinese yuan
(approximately 23.6 trillion yen), according to data from Syntun and Bain & Company (as cited in
Wakasugi, 2023). Originally conceived as a one-day sales event, Singles Day achieved
approximately half its current sales volume even in its early years, surpassing any other shopping
event worldwide. To give a clearer sense of scale, Japan's total BtoC e-commerce market size for the
entire year of 2023 was 24.8 trillion yen, as reported by the Ministry of Economy, Trade and
Industry. Notably, the sales during Singles Day alone account for roughly 95% of Japan’s annual e-
commerce transactions, underscoring its profound influence on consumer behavior and global trade.

The economic activity generated by Singles Day also entails a substantial volume of logistics
operations. During the same period in 2023 (from November 1 to 11), China’s State Postal
Administration reported the delivery of 5.264 billion parcels. These figures not only demonstrate the
scale of consumption but also reflect the immense logistical demands required to support such an
operation. Such an extensive economic and logistical endeavor would not be feasible without
advanced technological and logistical systems.

To further understand the impact of Singles Day, it is essential to examine the event from a
logistics perspective. The massive shopping on Singles Day means a huge volume of parcel delivery.
Therefore, an efficient transport and warehousing system is indispensable. In this sense, China’s
smart logistics system and the 4th Industrial Revolution technology play a crucial part in this shopping
festival. In the words of Director-General for Policy Coordination, Cabinet Office (2017), the 4th

Industrial Revolution is defined as the latest technological developments that include, for example,
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innovations such as IoT, Al the analysis and utilization of big data, and advanced automation (p.73).

Alibaba spent a year developing its entire logistics system before it launched its first Singles
Day sales event in 2009. Their logistics system consists of a series of processes including the
analysis of customer needs, demand forecasting, and post-event management. The creation of this
kind of effective system is generally attributed to the successful field integration synergies created
among Alibaba's major affiliates shown in Figurel.

Since its foundation in 1999, Alibaba has continued to increase its affiliate companies, and it is
still expanding its business into diverse areas including online shopping platforms, search engines,
online payment systems, financial services, advertising, social commerce, and cloud computing.
According to Alibaba, Singles Day is “a day to test the its affiliate companies’ advanced
technologies, logistics systems, services, comprehensive operations, and management capabilities,”
and this shopping event provides a great opportunity for the company’s system upgrade (as cited in
Song, M, 2020).

Thus, Singles Day represents systems and technologies essential to the success of today’s

shopping sales.

Fig. 2

TECHNOLOGY TEAM

Alibaba's Aftiliate Companies
Note: Cited from “The Characteristics and Implications of the Largest E-commerce Day in the World, China’s

Singles Day” by M. Song, 2020.

4.  Singles Day Today: Emerging Trends and Challenges

According to data provided by Syntun and Bain & Company (as cited in Wakasugi, 2023), while
China’s total consumption during the Singles Day period has been steadily increasing, the rate of increase
compared to the previous year has been declining since 2022, and this can indicate that the shopping frenzy
is gradually fading away as shown in Figure 2. Wakasugi (2023) points out that the challenges Singles Day
is facing are primarily attributable to China’s economic recession. There is good evidence to support her
opinion. For example, China's total retail value of social consumer goods (retail sales) increased by only
3.3% year-on-year in the first nine months of 2024. Compared to the previous year's increase of 7.2%, the

growth of China's total retail sales itself is declining. In addition, the real estate crisis and the rising youth
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unemployment have accelerated this decline in purchasing power, which has caused the increased
competition in pricing and cost efficiency.

Then, what strategies and operations will effectively increase the sustainability of Singles Day?
Regarding this question, Li et al. have found that the large-scale sales promotion and the social interaction
among the participants positively affect consumers’ emotional satisfaction including their trust in Alibaba
and e-commerce retailers and their pleasure of shopping which eventually enhances their continued
participation behavior (2020, Section 3.2). Li et al. also point out that a fair trading environment is another
factor that can increase consumers’ purchase intention (2020, Section 3.4). The social interaction here refers
to the consumer experience that takes place through the “communication, recommendation, and imitation”
(Li et al., 2020, Section 2.4) among the participants during the shopping festival. Therefore, to ensure
consumer satisfaction, what matters is not only to provide a spectacular large-scale promotion (Li et al.,
2020, Section 3.1) but also to build a fair-trading environment where consumers can perceive fairness in
price, procedures, and other transactions (Li et al., 2020, Section 3.1). On the other hand, as some critics
point out, Singles Day has now grown into a weeks-long event that begins in mid-October and culminates
on November 11, and such an extension of the sales period has actually decreased consumers' willingness
to buy, requiring Alibaba and the retailer’s extra effort to address this problem.

While Singles Day has been a catalyst for effective marketing strategies, the steep rise of
product return rates has been troubling e-commers retailers in recent years. During and after the sales
period in 2024, the return rate of women’s clothing reached a record high, and the social media posts
on this phenomenon attracted a vast audience (Wakasugi, 2024). This problem stems from the
tolerant return and refund policies in China’s e-commerce sector, which allow easy returns and, as a
result, has induced shoppers to return purchased items immediately after trying them on. In addition,
this consumer behavior has been spurred by another sales practice observed during the Singles Day
period: many retailers offer additional discounts to the shoppers who purchased more than a
minimum number of items during the sales period.

Sub-standard quality of products has been another problem, and this includes the large
difference between the product photos advertised in online shops and the actual products that
customers receive. The problem of sub-standard products is linked to another debate about large-
scale sales in general: they are blamed for encouraging consumers’ impulse buying and their
tendency to discard purchased products instantly, which in turn leads to increased waste and
environmental problems.

Singles Day is also facing some other challenges as China’s economy slows down and
purchasing power weakens; therefore, to keep Singles Day marketing as successful as ever, Alibaba
and e-commerce retailers will need to build a trustworthy trading environment and make efforts to
promote sustainable consumption. In addition to large-scale flashy promotional campaigns, a fair

retail environment based on the trustworthy social interaction among the participants is the key to
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increasing customer satisfaction and participation. On the other hand, to solve other issues such as
the rise of product return rates and environmental impacts, retailers must establish improved
management systems for providing accurate product information to customers. Will Singles Day lose
its luster or maintain its sensational appeal? The answer depends on whether China’s e-commerce
industry can achieve sustainability that can balance the needs in economic, social, and environmental

dimensions.

Figure 3

Growth in "Singles Day" sales slows °ﬁ_)
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Transaction Value and Year-on-Year Growth Rate of Singles Day 2023
Note: Cited from China‘s “Singles’ Day” sale fizzles out, transaction value increases only 2%, Chinese brands make

great strides with focus on cost-effectiveness by T. Wakasugi, 2023, November 19, Nikei Veritas, p. 6.

5. Conclusion

Originating as a small celebration among college students, Singles Day soon spread across
China and eventually developed into a large-scale shopping event that attracts worldwide attention.
Its development demonstrates the economic benefits of integrating events and product sales. Unlike
other traditional annual events and festivals in China, Singles Day is neither an official holiday nor
culturally or traditionally relevant, but it has successfully offered exciting customer experiences.
What provides the foundation for this success is China’s latest technologies, such as smart logistics
systems and the innovations of the fourth industrial revolution technologies, as well as the synergies
created among Alibaba's affiliate companies. Above all, the large-scale sales promotion and the
flexible marketing are the most salient features that differentiate Singles Day from conventional
shopping events. With their technological and logistical strengths, Alibaba’s affiliate companies

made Singles Day an appealing event where consumers can have an elevated purchasing experience.
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In other words, because of these innovations, Singles’ Day focuses on directly satisfying the
individual customer’s pleasure of purchasing, and this is one large difference from more traditional
holidays and festivals, where shopping is only a part of the celebration.

However, Singles Day has also been facing new challenges. In addition to China’s economic
downturn and reduced purchasing power of customers, the problem of sustainability in today’s e-
commerce marketing is an increasingly primary concern from social, economic, and environmental
perspectives. As | have discussed, problems such as the recent rise of e-commerce returns and the
enormous waste generated in consequence are typical examples. To address these challenges, a series
of solutions as follows will need to be adopted: the improvement of the synergy among Alibaba’s
affiliate companies, the optimization of logistics technology, the development of a fair-trading
environment, and the enhancement of social interaction among the participants. A strong
commitment of China’s e-commerce industry to these solutions will eventually create a more
efficient system and improve the sustainability and social contribution of Singles Day.

Singles Day has served as a model that makes us consider how a business should respond to
the contemporary demand for sustainable activities from economic, social, and environmental
perspectives. In the future, China’s e-commerce industry will be increasingly expected to provide the
types of shopping events that not merely provide consumption opportunities but can generate both

economic profits and social benefits.
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