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1.Beijing eases cross-border data flow requirements for foreign business

At a glance: The Cybersecurity Administration of China (CAC) published its Provisions on
Facilitating and Regulating Cross-Border Data Flows. Effective immediately, they
represent a significant relaxation of requirements for cross-border data transfers. The
changes include the CAC:

® Waiving requirements for data processors to obtain clearance for the transfer of
non-sensitive personal information of under 100,000 people (up from 10,000) and
for the transfer of employees’ personal data for human resource purposes;

® Restricting the requirement to file and obtain clearance to cases in which the data
processor is designated a critical information infrastructure operator (CIIO),
processes data explicitly designated as important, or exports large amounts of
personal data (relating to one million or more people annually, or over 10,000
people if the data is sensitive);

= Exempting cross-border data transfers under common business scenarios such as
cross-border manufacturing or e-commerce, if no personal or important
information is involved.

MERICS comment: The new provisions show authorities want to reduce overhead for
foreign companies working in China - the appeals by foreign business lobbies seem to
have been heard. The title of the provisions suggests China is aware it needs to stem the
dramatic drop in foreign investment it has seen in recent years. The published document
mentions “Facilitating” first, while the draft had given pride of place to “Regulating”.

Previous regulations were requirements based on the Data Security Law (DSL) and the
Personal Information Protection Law (PIPL), which created significant reporting
overhead for foreign companies in China. Broadly, the changes lift reporting duties from
smaller and medium-sized businesses, and business-as-usual cases of data transfer.

The definition of “important data” remains vague. Data deemed important triggers
different reporting requirements and turns data operators into CIIO0s. But the new rules
allow companies to operate under the assumption that data is “non-important” until
notified otherwise by industry regulators. Large multinationals in pharmaceuticals,
finance and intelligent vehicles and other businesses that export large amounts of
personal data will continue to face reporting obligations and security reviews before they
can export data.

Article: Provisions on Facilitating and Regulating Cross-Border Data Flows ({Ei£F1#3E
HREBR A E) (Link)

Issuing body: CAC

Date: March 22, 2024

MERICS | Mercator Institute for China Studies


https://web.archive.org/web/20240406020429/https:/www.cac.gov.cn/2024-03/22/c_1712776611775634.htm
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2.MIIT prepares “low-altitude economy” for lift off with new equipment plan

At a glance: The Ministry of Industry and Information Technology (MIIT) published a
development plan for a new generation of aviation equipment. The policy focuses on
short-haul transportation, electric vertical take-off and landing (eVTOL) aircraft, drones
and other applications in the “low-altitude economy”. The plan, developed together with
three government agencies, aims to apply unmanned, electric and smart technology to
urban air transportation, logistics and distribution, and emergency services. Policymakers
are aiming for a market worth a trillion yuan by 2030. Interim goals set for 2027 include:

= Developing advanced innovation capabilities, with a focus on key technologies such
as precise positioning, obstacle avoidance and autonomous flight;

= Implementing large scale applications in aviation emergency rescue, logistics and
distribution; beginning commercial operation for urban air traffic; identifying more
than 20 replicable and scalable typical application demonstration projects;

® (Cultivating more than ten leading aviation equipment enterprises, fostering a group
of related companies designated as Little Giant and Manufacturing Champions.

MERICS comment: The government has recently sent clear signals in support of the “low-
altitude economy”. The sector was mentioned as a new growth driver for the economy for
the first time in the Government Work Report at the Two Sessions in March. In December,

the National Air Traffic Control Commission designated a low-altitude flight space for

eVTOL, light and small unmanned aerial vehicles, and general aviation.

China’s strength in drones and battery technology suggest it will be able to quickly make
headway in airborne logistics and distribution. But advances in urban passenger air-
transport will likely take appreciably more time. High safety standards for air travel in
urban areas will pose a challenge for the frontrunners in this industry.

Foreign companies using tried-and-tested technologies to make components for low-
altitude passenger aircraft could stand to gain, at least in the medium term. On the other
hand, Chinese suppliers could also benefit by proving their own technologies in this
segment and using it as stepping stone to supply passenger-jet manufacturers.

Article: General Aviation Equipment Innovation and Application Implementation
Program (2024-2030) (&R XTENR (BAM=RECFHNASERS R (2024-2030
) ) BIEH) (Link)

Issuing bodies: MIIT, MOST, MOF, CAAC

Date: March 27,2024
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https://merics.org/en/report/accelerator-state-how-china-fosters-little-giant-companies
https://www.gov.cn/yaowen/liebiao/202403/content_6939153.htm
https://column.chinadaily.com.cn/a/202404/01/WS660a57e8a3109f7860dd7ceb.html
https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2024/art_4ce8d09c15ee4fb1aefc3d5dfbbb6584.html
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3.State Council issues twenty-four more measures to bolster foreign
investment

At a glance: China’s State Council agreed to 24 measures to boost foreign-investor
sentiment when it promulgated its ninth [E 73 % “State Council Document” of the year. The
steps are similar to (though more detailed than) 24 previous measures agreed by the same
body in August 2023 and set priorities in several key areas by:

= Expanding market access, ensuring a level playing field and solving administrative
issues in areas like data transfer and talent flows;

® Underlining Beijing’s need to attract foreign technology to enter the market and
localize production in areas in which China lags behind other countries;

® Signaling Beijing’s continued interest in foreign investment to drive growth and
business confidence when Beijing has limited resources to stimulate the economy.

MERICS comment: Like previous versions, these measures are unlikely to fully achieve
their broad agenda. Commitments to a level playing field for foreign investors in general
- and in areas like procurement in particular - have been made many times. Even the once
much-touted Foreign Investment Law failed to move the needle on equal treatment.

However, these measures do drive progress at the margins and creative business leaders
might be able to find new business opportunities as a result. Good areas to focus on could
be those in which steady - albeit incremental - progress has been made over the years.

Market access, for example, has expanded as Beijing has steadily liberalized China’s
Foreign Investment Negative List and recently even released a separate list for foreign
investment in the services sector. Such moves may only open up small niches (that may
also be closed down again by secondary barriers), but companies should keep an eye on
these lists in the event that they do provide new commercial opportunities.

Companies should also follow areas that look set to profit from multiple adjustments. For
example, two measures focus on easing cross-border data flows (see the article above),
which suggest China is making progress as its data-governance regime matures. Similarly,
measures committing to easier flows of highly skilled workers should be taken seriously.
The foreign business community in China remains hollowed out after the pandemic and
Beijing wants to bring in new foreign talent. It has also signaled this by granting the
citizens of more and more European countries visa-free travel to China.

Article: Action Plan to Solidly Promote High-level Opening Up and Enhance Efforts to
Attract and Utilize Foreign Investment ($LSEHE# S 7K 3TN AUE K D E S| FnF A
SNEATENFT ) (Link)

Issuing body: State Council

Date: March 19, 2024
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https://www.euronews.com/travel/2024/03/08/china-aims-to-boost-tourism-by-giving-visa-free-entry-to-these-five-european-countries#:%7E:text=Citizens%20of%20Austria%2C%20Belgium%2C%20Hungary,the%20Netherlands%2C%20Spain%20and%20Switzerland.
https://web.archive.org/web/20240408154028/https:/www.gov.cn/zhengce/content/202403/content_6940154.htm?mc_cid=09c6651dde
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4.Standardization Action Plan supports China’s tech development

At a glance: The State Administration of Market Reform (SAMR) and 17 other agencies
issued an action plan on standardization (2024-2025). Key technologies like
semiconductors, new materials, biotechnology, artificial intelligence and self-driving
vehicles feature prominently, while the plan also mentions 6G, blockchain, the metaverse
and other future technologies. Across science, industry, ecology and urban and rural
development, the plan stipulates international engagement to:

® Increase China’s influence in international forums, including those of UN-affiliated
organizations, WTO subgroups and regional trade agreements like CPTPP and DEPA;

® Nurture Chinese international standardization teams in key areas;

® Support private enterprise to take the lead in international industrial and standard
organizations;

® Promote synergies between domestic and international standards organizations,
aiming for 90 percent consistency;

® Guarantee the equal participation of China-based firms with foreign ownership in
domestic processes.

The action plan was issued alongside the official 2023 yearbook on standardization. At its

presentation, SAMR Standards Commission officials said they would next support:
® Trade-in programs for sub-standard appliances and equipment;
= High-quality opening up, including joining global standard setting platforms;

® Industry supply-chain security, including promoting indigenous innovation and
technology self-reliance.

MERICS comment: Standards are a key industrial policy tool. As set forth in the 2021
National Standardization Outline, they allow the government to raise the criteria for state
support, encouraging sectors to consolidate and pursue high-quality development. Beijing
also presents standards as a measure of China’s innovativeness. The official yearbook
heralded that Chinese firms in 2023 had issued 1,400 standards that are global front
runners. About 40 percent of these new standards were in the strategic emerging
industries.

Market standards are a tricky issue for foreign firms active in China. On the one hand,
Chinese policy seeks to assure foreign firms that they will not be excluded from standard-
setting commissions and, by extension, from government subsidies and the domestic
market. At the same time, Beijing treats standards as an instrument to achieve tech self-
reliance and replace imports. 6G mobile data standards, scheduled for 2025, will likely be
the next global flashpoint. The US has set up 6G alliances that exclude most Chinese firms.

Article: Action Plan (2024-2025) for the Implementation of the National
Standardization Development Program (kX FEl% (B#LiE (ERIFELERNE)
1TEITR) (2024—2025 ££) ) AYIEH) (Link)

Issuing bodies: SAMR, CAC, NDRC, MOST, MIIT, MPS, MCA, MNR, MOHURD, MOT, MWR,
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https://m.21jingji.com/article/20240327/herald/faaddf97fbe6f0fe00593ea8ad4e09de.html
https://merics.org/de/kommentar/fragmenting-technology-6g-mobile-could-divide-world
https://web.archive.org/web/20240402141125/https:/www.gov.cn/zhengce/zhengceku/202403/content_6942541.htm
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MARA, MOFCOM, NHC, MEM, PBOC, SASAC, ACFIC
Date: March 18, 2024

5.The green machine - China boosts green manufacturing across sectors

At a glance: Seven government departments led by the MIIT issued guidelines to promote
the green development of the manufacturing industry. The policy aims to forge new
industrial advantages as China strives to meet its goals for peak carbon emissions and
carbon neutrality. It aims by 2030 to:

® Increase the level of green development in traditional industries and optimize
industrial structures and layout;

® Significantly raise the proportion of green and low-carbon energy use, improve the
level of comprehensive utilization of resources and peak total carbon emissions;

= Support the rise of emerging industries as engines of green growth, improve scale
and quality, and increase the proportion of green and low-carbon industries.

MERICS comment: China’s goals for green manufacturing go far beyond standard green
technologies such as solar panels, batteries and electric vehicles, they also apply to other
emerging technologies and traditional industries.

Reluctant to let go of China’s low-end manufacturing in sectors such as steel,

petrochemicals, metals, textiles or machinery, policymakers are pushing for investment
in equipment and quality upgrading, the adoption of low carbon fuels and improved
recycling.

In addition to “future manufacturing industries” such as hydrogen energy, bio-
manufacturing, and carbon capture, utilization and storage (CCUS), emerging
technologies identified for more support include next-generation information technology,
high-end equipment, aerospace and environmental protection equipment. The National
Development and Reform Commission (NDRC) in March unveiled a number of
demonstration projects to pilot advanced green and low-carbon technologies in areas like

energy production, industry, construction and transport.

While some foreign firms are well placed to offer green technology solutions, they will
need to balance sales prospects with the risks of bringing products and know how to
China. In addition, tensions continue to fester over the trade imbalance between the EU
and China, in particular regarding China’s exports of low-cost green technologies such as
solar panels. This could further complicate government and corporate exchanges about
and cooperation in these technology areas.

Article: Guiding Opinions on Accelerating the Green Development of Manufacturing
Industry (LA F1{E 2ULEBF LRI X T INRHERNFIE L FE L RAESENR) (Link)
Issuing bodies: MIIT, NDRC, MOF, MEE, PBOC, SASAC, SAMR

Date: February 29, 2024
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https://merics.org/sites/default/files/2024-02/The%20worlds%20factory%20strikes%20back%20-%20MERICS%20-%20Hinrich%20Foundation%20-%20February%202024.pdf
https://yyglxxbsgw.ndrc.gov.cn/htmls/article/article.html?articleId=2c97d16b-8678801b-018e-54b51156-00a5
https://ec.europa.eu/commission/presscorner/detail/en/ip_24_1803
https://web.archive.org/web/20240403034601/https:/www.miit.gov.cn/zwgk/zcwj/wjfb/yj/art/2024/art_f1be5a86074d46c99c20be36713f6838.html
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NOTEWORTHY

Policy news

February 27: The MIIT and three other government departments clarified the
conditions under which companies that make industrial machines can enjoy the
so-called tax super deduction for R&D expenses in 2023 (MIIT notice)

March 12: The Ministry of Education and seven other departments launched the
National Recruitment Action program to boost employment for college graduates
in 2024 (MOE notice)

March 13: The State Council announced a program to promote large-scale
equipment updates and the replacement of consumer goods; the policy aims to
increase the scale of equipment investment across several sectors - such as
industry, agricultural and education - by 25 percent between 2023 and 2027
(State Council notice, Shanghai Securities News article)

March 14: The NDRC issued instructions to support the access of domestic
enterprises to foreign debts, particularly for those firms which contribute to the
development of the real economy, i.e., hard technologies (NDRC notice)

March 18: Five government agencies led by the China National Intellectual
Property Administration released an implementation plan to promote the growth
of small and medium-sized enterprises through enhanced use and marketization of
patented technology (CNIPA notice, Economic Information Daily article)

March 22: The NDRC announced a continuation of existing formulation procedures,
enterprise conditions and project standards regarding the provision of
preferential tax treatment to integrated circuits and software companies in 2024
(NDRC notice)

April 2: The State Council announced a plan to create a financing and credit service
platform targeted at small- and medium-sized enterprises; the aim is to enhance
the collection and sharing of credit information (State Council notice)

Corporate news

February 28: Huawei launched a new version of its Al large language model Pangu
for commercial use in the telecom sector; the company said it can support service
innovation, improve operations efficiency and enhance network productivity
(Caixin Global article, Huawei press release)

March 7: AstraZeneca announced plans to invest USD 475 million in a new small
molecule drug plant in Wuxi (Yicai article)

March 7: Reuters reported that the NDRC has given the green light to the
Stellantis-Leapmotor joint venture; the deal is also awaiting regulatory approval in
other markets (Reuters article)
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https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2024/art_ebea5ddcf5c145019a5abb1210e19179.html
http://www.moe.gov.cn/srcsite/A15/s3265/202403/t20240320_1121299.html
https://www.gov.cn/zhengce/content/202403/content_6939232.htm?mc_cid=a15382f151&mc_eid=21e0df6ad1
https://news.cnstock.com/news,bwkx-202403-5210312.htm
https://yyglxxbsgw.ndrc.gov.cn/htmls/article/article.html?articleId=2c97d16b-8678801b-018e-3c414011-0098#iframeHeight=810
https://www.cnipa.gov.cn/art/2024/3/18/art_549_191041.html?xxgkhide=1
http://www.jjckb.cn/2024-03/19/c_1310768089.htm
https://www.ndrc.gov.cn/xxgk/zcfb/tz/202403/t20240322_1365168.html
https://www.gov.cn/zhengce/content/202404/content_6943103.htm
https://www.caixinglobal.com/2024-02-28/huawei-launches-commercial-ai-model-for-telecom-industry-102169928.html
https://www.huawei.com/en/news/2024/2/telecomfoundation-model-l4#:%7E:text=%22Telecom%20foundation%20models%20are%20a,employees%20and%20improve%20user%20satisfaction.%22
https://www.yicaiglobal.com/news/astrazeneca-to-pour-usd475-million-into-new-drug-plant-in-wuxi
https://www.reuters.com/business/autos-transportation/china-gives-green-light-stellantis-leapmotor-joint-venture-sources-2024-03-06/
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= March 26: Alibaba canceled the planned listing of its logistics unit Cainiao due to
challenging IPO market conditions (Nikkei Asia article)

® March 28: Xiaomi launched its first electric vehicle, the SU7, and announced plans
to begin mass deliveries by the end of April (Bloomberg article, The Paper article)

® March 29: Syngenta withdrew its application to list on the Shanghai Stock
Exchange after deciding the move did not align with the current industry
environment and the company’s development strategy (Syngenta press release,
South China Morning Post article)
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https://asia.nikkei.com/Business/Markets/IPO/Alibaba-cancels-planned-IPO-of-logistics-unit-Cainiao
https://www.bloomberg.com/news/articles/2024-03-28/xiaomi-unveils-ambitious-pricing-for-entry-in-cutthroat-ev-race
https://www.thepaper.cn/newsDetail_forward_26854578
https://www.syngentagroup.com/zh/newsroom/2024/xianzhengdajituanguanyuchehuizhubanshoufashangshishenqingdeshengming
https://www.scmp.com/business/china-business/article/3257277/syngenta-withdraws-shanghai-ipo-application-will-restart-process-china-or-elsewhere-when-conditions
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