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MERICS TOP 5

1. "Made in China” flag bearers: MIIT picks a new set of industrial champions

At a glance: The Ministry of Industry and Information Technology (MIIT) issued
instructions for the selection and review of “Manufacturing Champions” - a title awarded
to firms deemed to be leaders in a particular industrial field. It outlined selection
processes for a new round of Manufacturing Champions in 2024, and the review of firms
chosen in the third and sixth rounds. The policy includes a series of attachments, such as:

® Details of the company information required of applicants, such as the firm’s
economic performance, degree of specialization, the domestic and global market
share of key products, innovation capabilities, contribution to resolving weaknesses
in the domestic supply chain etc.

= Alist of nine key technology areas and numerous sub-categories for the selection of
firms, covering virtually all the key sectors outlined in the Made in China 2025
strategy (see exhibit)

® Quotas for each province and centrally administered city government, stipulating
how many firms they can recommend to the central authorities for final selection

MERICS comment: Eight rounds of Manufacturing Champions had been announced since
2016, leading to the selection of 1,557 companies. They get benefits that include
preferential policies on land, labor and energy use, support to access loan and equity
capital, and support for recruitment, research and development (R&D) activities and
international expansion.

The Manufacturing Champions program shows the ongoing implementation of the “Made
in China 2025” strategy and China’s self-reliance push. A key objective is to build supply
chain security and resilience. The program also shows how China’s leadership is applying
competitive forces to industrial policy, to make policy support more targeted. Companies
are reassessed every three years and their status may be revoked if they fail to meet the
requirements.

The outcome of this year’s selection and review process could impact foreign firms in
China as it will boost or limit the performance of their local partners or competitors.
Foreign companies wanting to gauge the level of government backing given to local firms
in their sector should look at this and similar titles, such as the Little Giant status.

Article: Notice on the Selection of Manufacturing Champions in 2024 and Reevaluation
Work (TMlA{E EXEBHA T X FFR 2024 FEHiEl B 1E ZE 3 iR A EF BT
M TAERYIEBZN) (Link)

Issuing body: MIIT

Date: September 4, 2024
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https://web.archive.org/web/20240923151036/https:/www.ncsti.gov.cn/kjdt/tzgg/202409/P020240914498669855162.pdf
https://web.archive.org/web/20240924070403/http:/www.cima.org.cn/nnews.asp?vid=42517
https://web.archive.org/web/20231103142348/https:/m.mxcwl.com/news/detail/5707.html/
https://merics.org/en/report/accelerator-state-how-china-fosters-little-giant-companies
https://web.archive.org/web/20240911081008/https:/www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2024/art_af92d3d91e2342cd91b2221c9348580b.html
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Ten core industries set the basis of Made in China 2025 t’
China has set ambitious targets

Biomedicine & high-performance Next-generation
medical equipment —_ IT

High-end computerized

machines & robots
Agricultural Aviation & space
equipment .TEI'I core equipment
industries
Energy equipmeant ﬁ

N

New materials

Maritime engineering
equipment &
high-tech ships

—E

Advanced railway
transportation equipment

Energy-saving &
new energy vehicles

2025 —» Major manufacturing power
2035 ——  Clobalmanufacturing power
2049  — Leading manufacturing suparpower

2. China promotes more equipment renewal in key industries

At a glance: The MIIT released guidelines on equipment renewal and technological
transformation in 27 industrial sectors and four focus areas. The industrial sectors include
petrochemicals, automotive, machinery and pharmaceuticals, while the focus areas cover
industrial software, industrial internet equipment, green and energy saving equipment,
and safety and emergency equipment. Key goals by 2027 include:

= Promote the CNC (computerized numerical control) deployment rate of key
processes to ensure it exceeds 85 percent, while the adoption of digital research
and development (R&D) and design tools should exceed 75 percent in the
petrochemical industry

= Upgrade two million sets of industrial software and 800,000 sets of industrial
operating systems to enhance supply chain resilience in sectors such as
petrochemicals, automobiles or pharmaceuticals

= Improve production efficiency, quality and environmental protection for
automobiles and components, focusing on vehicle stamping, welding, painting,
and assembly and parts manufacturing
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= Achieve a digital R&D and design tools adoption rate of 90 percent for industrial
machine tool enterprises

MERICS comment: The new guidelines with their overarching focus on numerous
different sectors and areas show Beijing is sticking to its equipment renewal scheme.
Policies in this field in 2024 have included a plan for equipment renewal in key energy
sectors, subsidy rules for new energy city buses and power battery renewal, measures for
the replacement of old consumer goods, as well as a plan for industrial equipment
renewal. The new rules set numerical targets linked to technological transformation and
green goals, such as the usage of digital R&D and design tools or high-efficiency and low-

emissions production.

China’s policymakers are doing more than encouraging investment in manufacturing
overall. Their focus on industrial upgrading and equipment renewal is generating
particularly strong investment growth in equipment sectors (see exhibit). This trend
could pose an even more serious and long-term competitive challenge to foreign
manufacturers than China’s overcapacity, as its companies are upgrading their production
processes along with expanding their output capacity. This investment growth has
especially sharp implications for foreign machinery and equipment companies, as
growing demand for equipment is likely to benefit Chinese competitors most.
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Source: National Bureau of Statistics of China (NBS)
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https://www.ndrc.gov.cn/xxgk/zcfb/tz/202408/t20240821_1392506.html
https://www.ndrc.gov.cn/xxgk/zcfb/tz/202408/t20240821_1392506.html
https://xxgk.mot.gov.cn/2020/jigou/ysfws/202408/t20240801_4145711.html
https://www.ndrc.gov.cn/xxgk/zcfb/tz/202407/t20240725_1391941.html
https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2024/art_3a8bb9999baa45039305de354c868244.html#:~:text=%E6%8E%A8%E5%8A%A8%E5%B7%A5%E4%B8%9A%E9%A2%86%E5%9F%9F%E8%AE%BE%E5%A4%87%E6%9B%B4%E6%96%B0
https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2024/art_3a8bb9999baa45039305de354c868244.html#:~:text=%E6%8E%A8%E5%8A%A8%E5%B7%A5%E4%B8%9A%E9%A2%86%E5%9F%9F%E8%AE%BE%E5%A4%87%E6%9B%B4%E6%96%B0
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Article: Guidelines for Equipment Renewal and Technological Transformation in Key
Industrial Sectors (LML FE R U BBINAT X TEN & Tl & STl Suisi i & BT AR AR
245 RakIE ) (Link)

Issuing body: MIIT

Date: September 20, 2024

3. Avision for 2027: China to establish a comprehensive mobile loT
ecosystem

At a glance: The MIIT released a notice to expand the application of the mobile Internet
of Things (IoT), an information infrastructure that deploys mobile communication
technologies and networks for the connection of people and machines, such as home
appliances or industrial machines. The notice focuses on the digital upgrading of industry.
Key goals by 2027 include:

= Improve the mobile IoT ecosystem, based on 4G and 5G, and make it more
intelligent, secure and reliable

= Achieve large-scale RedCap (Reduced Capabilities: a 5G tier with reduced
performance and cost) coverage in cities above the county level

= Construct more than five mobile IoT industrial clusters and build more than ten
mobile [oT industry demonstration bases

= Cultivate several application fields with 100 million connections and several with
10 million connections

MERICS comment: The mobile IoT exemplifies China’s push to achieve industrial
upgrading and productivity growth by leveraging advanced technological solutions.
According to government sources, the number of mobile [oT terminals with IPv6 (Internet
Protocol version 6) addresses reached 535 million in China in 2023 and the number of
mobile [oT connections in China reached almost 2.55 billion in July 2024. State media has

reported that in Shanghai smart factories’ production efficiency increased by 50 percent
on average, while their operating costs fell 30 percent and energy consumption per unit
dropped 13.8 percent.

China’s advanced mobile telecommunications network could prove an advantage in
leveraging mobile IoT applications. European companies may want to consider
integrating mobile 10T into their production networks in China too, to boost their
competitiveness. However, they also need to be aware of possible interoperability issues
arising from the US-Chinese decoupling trend in supply chains. To mitigate these

geopolitical risks, foreign firms are increasingly pursuing a “dual-systems approach”,
creating separate supply chains and digital services for China and the rest of the world.

Article: Notice on Promoting the Development of the Mobile Internet of Things
"Intelligent Connection of Everything" (LM F{E 2R A T X FHEHBENIEEM “A
YIEEL” & RAVEH) (Link)
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https://web.archive.org/web/20240923085757/https:/www.miit.gov.cn/cms_files/filemanager/1226211233/attach/20249/2767239eaf6149bea13f13344369c6dc.pdf
https://www.cac.gov.cn/2024-09/06/c_1727308607362592.htm
https://archive.is/L7NYW
http://www.news.cn/fortune/20240103/3157d7f8acd04f07aa7161202b9dd0e1/c.html
https://merics.org/en/report/decoupling-severed-ties-and-patchwork-globalisation
https://web.archive.org/web/20240913181851/https:/www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2024/art_f610e694cb59408784f35f3b67b830c2.html
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[ssuing body: MIIT
Date: September 12, 2024

4. Beijing seeks to harness synergies in digital and green transitions

At a glance: The Cyberspace Administration of China (CAC) published a strategy for
leveraging synergies in the digital and green transformations. The guidelines emphasize
using digital technologies such as Al, big data, and cloud computing to advance green
initiatives, while also applying green tech to digital hardware and facilities. Key goals of
the policy include:

= Promote environmentally friendly, low-carbon digital infrastructure through green
data centers, smart energy systems, and low-carbon digital products

= Use digital technologies to enhance environmental and low-carbon performance in
sectors such as power generation, transportation, and manufacturing

= Advance internationalization by integrating green standards into global trade and
finance

® Encourage cross-sectoral collaboration to develop replicable green solutions

MERICS comment: Documents such as the “2022 Digital Green Synergy White Paper" or

the "Green and Low-Carbon Action Plan for the Information and Communications

Industry (2022-2025)" show that this idea is not new. Greening and digitalization are both

central to China’s vision of development, so creating synergies between them is a logical
step.

For European companies active in China, the new guidelines have mixed implications. On
the plus side, the government’s efforts to strengthen digital and green services could
enhance productivity and reduce the environmental impact of operations. Additional
efforts to green the digital tech sector could offer some new opportunities for European
suppliers of related technology, given the EU’s stricter environmental regulations and
relative strength in green products, such as energy efficient cooling products.

Yet the strategy also presents European firms with risks. Government efforts to leverage
digital technology in greening efforts will likely strengthen Chinese firms’ home market
advantage among providers of related technologies, such as Al and cloud computing.
Leading Chinese tech firms such as Alibaba, Tencent and Baidu have a substantial
presence so there will be limited space for foreign companies to provide related services.
European companies that choose to incorporate Chinese digital solutions into their
operations will also need to carefully manage data security risks.

Article: Implementation Guidelines for the Synergistic Development of the Digital and
Green Transformations (Link)

Issuing body: CAC

Date: August 24, 2024
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http://www.caict.ac.cn/english/research/whitepapers/202303/P020230316598975246514.pdf
https://www.mee.gov.cn/xxgk2018/xxgk/xxgk10/202208/W020220831368118636346.pdf
https://www.mee.gov.cn/xxgk2018/xxgk/xxgk10/202208/W020220831368118636346.pdf
https://www.venturousgroup.com/resources/digital-economy-in-china-a-thriving-force/
https://www.venturousgroup.com/resources/digital-economy-in-china-a-thriving-force/
https://web.archive.org/web/20240923084943/https:/www.cac.gov.cn/2024-08/24/c_1726213097966469.htm
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5. Tracking CO?: China introduces carbon footprint certification pilot

At a glance: The State Administration for Market Regulation (SAMR) and three other
ministries announced a pilot program for product carbon footprint certification. The pilot
will quantify and verify the total greenhouse gas emissions produced over a product’s life
cycle. It will cover industries ranging from lithium batteries and photovoltaics to cement
and steel. [t will run for three years in selected regions with a focus on efforts to:

= Targetindustries that have significant potential for emissions reductions and strong
market demand, and which rely to a significant degree on foreign trade

® Capture industrial chains that are primarily located in one region or province,
allowing for the relatively complete collection of supply chain carbon footprint data,
with each province expected to run two pilots

® Enhance the availability, reliability and timeliness of carbon footprint data and
improve measures to track and steer certification activities

= Align certification outcomes with green financing initiatives

MERICS comment: This pilot goes some way to expanding government oversight of
carbon emissions and will facilitate increasing the scope and effectiveness of China’s
emission trading system (ETS). The system has been criticized for a lack of data integrity,
toothless legislation, and limited market coverage. By year-end, the ETS is expected to be
widened to cover the steel, cement and aluminum sectors, expanding coverage to about
60 percent of China’s carbon emissions.

The motivation for the pilot program is twofold. Firstly, Beijing is committed to
decarbonization, over the long-term, and eager to maintain its strong manufacturing base
in the process. Tracking the effectiveness of different initiatives will be an important part
of achieving both goals. Second, Beijing appears eager to maintain access to foreign
markets. As of July 1, 2024, EU importers of products that fall under the EU’s Carbon
Border Adjustment Mechanism (CBAM) must monitor and report on the actual embedded

emissions of imported products. For Chinese officials, it makes sense to strengthen the
coverage and reliability of local companies’ data before the pricing of CBAM imports is
adjusted based on carbon emissions from 2026 onwards.

Article: Notice on Carrying Out the Pilot Work of Product Carbon Footprint Labeling
Certification (AL E 2 BFAR 1K TR~ Mk ETFRRINER 2 TAERVIE )
(Link)

Issuing body: SAMR

Date: September 10, 2024
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https://dialogue.earth/en/climate/china-carbon-market-turns-two-how-has-it-performed/
https://web.archive.org/web/20240909103932/https:/www.mee.gov.cn/xxgk2018/xxgk/xxgk06/202409/t20240909_1085452.html
https://web.archive.org/web/20240909103932/https:/www.mee.gov.cn/xxgk2018/xxgk/xxgk06/202409/t20240909_1085452.html
https://www.loyensloeff.com/insights/news--events/news/an-update-on-carbon-border-adjustment-mechanism-cbam/#:~:text=From%201%20July%202024%2C%20the,data%20on%20actual%20embedded%20emissions.
https://www.loyensloeff.com/insights/news--events/news/an-update-on-carbon-border-adjustment-mechanism-cbam/#:~:text=From%201%20July%202024%2C%20the,data%20on%20actual%20embedded%20emissions.
https://web.archive.org/web/20240920160203/https:/www.gov.cn/zhengce/zhengceku/202409/content_6973449.htm?mc_cid=6d99dc3101
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NOTEWORTHY

Policy news

August 28: The MIIT announced a program to train at least 800 leading talents in
the operation and management of small and medium-sized enterprises (SMEs) by
the end of the year (MIIT notice)

August 29: The Director of the National Data Bureau, Liu Honglie, revealed that so
far CNY 43.5 billion has been invested in the “East data, West computing” project -

launched in 2022 - to build eight computing hubs (Xinhua article, South China
Morning Post article)

September 2: The MIIT released a draft plan for the digital transformation of light
industry, including the upgrading of equipment and processes in sectors such as
home appliances, leather, papermaking, hardware products, plastic products, and
bicycles (MIIT notice)

September 4: The MIIT issued criteria for the recognition of Sino-foreign SME
cooperation zones, which are intended to boost innovation, cultivate more high-
quality SMEs and open up channels to global markets for Chinese SMEs (MIIT
notice)

September 8: The Ministry of Commerce launched a pilot program for opening up
market access in the medical field, allowing foreign companies to develop and
apply human stem cell and gene diagnosis treatments in certain free trade zones
and to establish wholly foreign-owned hospitals in certain cities (MOFCOM notice,
MERICS article)

September 8: The National Development and Reform Commission (NDRC) released
the 2024 edition of its negative list for foreign investment access, abolishing the
only two remaining restrictions in the manufacturing sector (NDRC notice,
MERICS article)

September 9: The CAC released version 1.0 of the artificial intelligence (AI) safety
governance framework, which seeks to reconcile innovation and the development
of Al with preventing Al security risks such as data security (CAC notice)

September 9: The Ministry of Ecology and the Environment (MEE) published a
draft plan to gradually add the cement, iron and steel, and electrolytic aluminum
industries to China’s national emission trading system, with the first stage (start of
implementation) running from 2024-2026 and the second one (deepening and
refinement) starting in 2027 (MEE notice)

September 10: The CAC issued guidelines to regulate the cross-border flow of
personal data in the Guangdong-Hong Kong-Macao-Greater Bay Area, outlining
how to implement standard contracts between processors and recipients of
personal information (CAC guidelines)
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https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2024/art_d0e5f3f3dae0422a82fcbaa31712c63e.html
http://www.news.cn/fortune/20240829/5b294ff0e0dd4f24b33fbf092896c280/c.html
https://www.scmp.com/tech/tech-trends/article/3276455/china-invests-us61-billion-data-centre-infrastructure-amid-surge-demand-ai-chips
https://www.scmp.com/tech/tech-trends/article/3276455/china-invests-us61-billion-data-centre-infrastructure-amid-surge-demand-ai-chips
https://www.miit.gov.cn/jgsj/xfpgys/qg/art/2024/art_994e747211ad487ebc4d4a9c4ae96fef.html
https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2024/art_5fad73f09f6d44e0b163922490382629.html
https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2024/art_5fad73f09f6d44e0b163922490382629.html
https://www.mofcom.gov.cn/zwgk/zcfb/art/2024/art_f0a5d342d5054b9bb48ad778df866f83.html
https://merics.org/en/merics-briefs/europes-increasing-reliance-china-critical-drugs-foreign-investment-china-africa?msdynttrid=MWzMnpdLjciTCPN50MthexZEWa3TQUxcyT3TXAThsK8
https://merics.org/en/merics-briefs/europes-increasing-reliance-china-critical-drugs-foreign-investment-china-africa?msdynttrid=MWzMnpdLjciTCPN50MthexZEWa3TQUxcyT3TXAThsK8
https://www.ndrc.gov.cn/xxgk/zcfb/fzggwl/202409/t20240907_1392875.html
https://merics.org/en/merics-briefs/europes-increasing-reliance-china-critical-drugs-foreign-investment-china-africa?msdynttrid=MWzMnpdLjciTCPN50MthexZEWa3TQUxcyT3TXAThsK8
https://merics.org/en/merics-briefs/europes-increasing-reliance-china-critical-drugs-foreign-investment-china-africa?msdynttrid=MWzMnpdLjciTCPN50MthexZEWa3TQUxcyT3TXAThsK8
https://www.cac.gov.cn/2024-09/09/c_1727567886199789.htm
https://www.mee.gov.cn/xxgk2018/xxgk/xxgk06/202409/t20240909_1085452.html
https://www.cac.gov.cn/2024-09/10/c_1727567893741986.htm
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September 14: The MIIT released a notice on cultivating manufacturing pilot
platforms by 2027 to promote technological breakthroughs in traditional, new and
future industries across 39 different sectors (MIIT notice)

Corporate news

August 26: IBM announced it will shut down its entire R&D operation in China,
impacting over 1,000 jobs; the decision follows declining demand for its hardware
and difficulties in expanding within the Chinese market (Reuters article, Caixin

article)

August 27: Reports revealed that Xpeng Motors has developed a powerful Al-
driven smart driving chip to achieve L4 autonomous driving, intensifying
competition in China’s EV market, where rivals NIO and Li Auto are also advancing
chip technology (EET article)

August 27: Shenzhen Inovance Technology - a Chinese automation equipment and
industrial robot core parts maker - announced a CNY 5 billion investment in a new
factory for new energy vehicle electrical components (Yicai article)

September 3: Two publicly listed Chinese state-owned shipbuilders, namely China
CSSC Holdings and China Shipbuilding Industry (CSICL), announced plans to
merge, aiming to eliminate competition, enhance military support, and address
global vessel shortages (Nikkei article)

September 5: Media reports revealed that Chinese police have detained five current
and former AstraZeneca employees for questioning regarding possible illegal
activities; AstraZeneca acknowledged the investigation but stated it has no
additional information to share (Reuters article)

September 18: Multiple sources reported that Mercedes-Benz Group has fully
exited its Chinese electric vehicle joint venture with BYD, selling its remaining 10
percent stake after offloading most of it in 2021; BYD now fully owns the Denza
brand, which develops luxury EVs (Nikkei article)

September 19: Chinese drugmaker Sinotherapeutics has received approval to
market its generic version of AstraZeneca’s Xigduo XR tablet for diabetes, marking

the first such authorization in China (Yicai article, B][News article)

September 20: The Huawei Mate XT Ultimate Design, the world's first double-
folding, triple-screen smartphone, sold out within seconds of its launch (Yicai
article)
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https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2024/art_ca02b9fe7d124cc3be24f5bd007f9824.html
https://www.reuters.com/technology/ibm-close-china-rd-department-affecting-over-1000-jobs-yicai-reports-2024-08-26/
https://www.caixinglobal.com/2024-09-12/exclusive-ibm-chief-says-closing-china-units-is-done-and-not-reversible-102235878.html
https://www.caixinglobal.com/2024-09-12/exclusive-ibm-chief-says-closing-china-units-is-done-and-not-reversible-102235878.html
https://www.eet-china.com/news/202408277466.html
https://www.yicaiglobal.com/news/chinas-inovance-jumps-on-plan-to-build-usd7013-million-nev-electrical-parts-plant
https://asia.nikkei.com/Business/Companies/Chinese-state-shipbuilders-plan-merger-with-eye-on-strong-military
https://www.reuters.com/business/healthcare-pharmaceuticals/china-detains-astrazeneca-staff-data-drug-import-probes-bloomberg-news-reports-2024-09-05/
https://asia.nikkei.com/Business/Automobiles/Electric-vehicles/Mercedes-exits-luxury-EV-joint-venture-with-China-s-BYD
https://www.yicaiglobal.com/news/chinas-first-generic-version-of-astrazenecas-xigduo-xr-diabetes-pill-gets-green-light
https://www.bjnews.com.cn/detail/1726709286168624.html
https://www.yicaiglobal.com/news/huaweis-partners-soar-after-chinese-tech-giants-double-folding-phone-sells-out-in-seconds
https://www.yicaiglobal.com/news/huaweis-partners-soar-after-chinese-tech-giants-double-folding-phone-sells-out-in-seconds
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