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On the Special Feature:

The Challenges of Modern China and the Challenges

of “New Normal” China

MINAMIKAWA Takanori

Research Fellow, Research Division, ERINA

Since the founding of the People’s Republic of China in 1949,
the nation has faced numerous difficulties, nevertheless, it has
been able to grow into the world's second largest economy.
Following the establishment of the Open Door Policy in 1978,
restrictions on international economic transactions stemming from
political events of the late 1980s, the Asian currency crisis and the
Lehman shock are some examples of the economic challenges
China has encountered, yet diplomatic means and economic policy
maneuvering have limited their direct effects to the short-term.

China is now confronting fresh economic difficulties unrelated
to past challenges, however, each of these issues must be resolved
if sustainable economic growth is to be realized. In this special
feature we introduce the inevitability of China being forced to deal
with such issues, explain the passive problems facing modern
China, and recognize its challenges in proactively addressing the
measures required to maintain sustainable economic growth.

In his paper, "An Overview of a New Cold War: Radical change
in the international environment surrounding China’s great
power”, Professor YUKAWA Kazuo of Asia University discusses
China’s international relations and the trade friction between it and
the U.S., the most concerning economic issue at present.
Moreover, Prof. YUKAWA explains China’s economic frontier of
expected growth in the decades following the Open Door Policy,
explores the history and background behind recent trade friction
with the U.S., and introduces future prospects for China.

The problem of declining birthrate and aging population is
shared by many developed nations, and the current situation in
China is covered in “China’s Population Problems and Its Impact
on Economic Growth” from Associate Professor WANG Yanjun of
Jilin University. The author states that given the vast scale of
China's population, the effect of declining birthrate and aging
population on economic growth may reverberate beyond China,
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therefore, it remains an issue that Japan should monitor closely.

“The Environmental Protection Industry in China and its
Northeast, and Market Entry Challenges for Japanese
Companies”, a paper compiled by OIKAWA Hideaki, President of
Across Japan Inc., addresses the environmental issues that China
is actively pursuing to achieve sustainable economic growth. As
an environmental business coordinator in the Northeast of China,
Mr.OIKAWA provides a first-hand account of China’s
environmental policy and the current state of environmental
issues, lists the environmental problems that China must solve,
and suggests the need for Japan to play a cooperative role.

The three themes of international relations disputes, population
problems, and environmental issues are key in the sense that
China’s economic growth is not sustainable unless viable solutions
for each can be found. Problems in international relations and
population are passive issues that China inevitably must resolve in
the short-term, while environmental problems are active issues
that can be dealt with in the long-term. China has achieved rapid
development since joining the World Trade Organization in 2001.
Although its economic growth has been unparalleled, the
formation of social security systems and environmental measures
have been unable to keep pace with the development. On another
front, the rapid growth in China’s foreign trade has resulted in
additional challenges of trade friction with the U.S.

China has been in a state of flux of late, with a contradiction of
radical growth and gradual institutional reform. While China has
cited its transition from fast growth to medium-speed growth as a
necessary change to apply its "New Normal" policies, it is hoped
that harmonious development of stable growth and gradual
institutional reform can be achieved moving forward.

[Translated by ERINA]
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An Overview of a New Cold War: Radical change in
the international environment surrounding China'’s
great power (Summary)

YUKAWA Kazuo

Professor, Asian Research Institute, Asia University

Considering the background behind China's successful policy of openness toward the outside world, we must not overlook the
international environment at the end of the Cold War; one where China was free to concentrate on its economic construction, and a
strong tailwind welcomed its entry and integration into the global economy. Unlike the former Soviet Union, the military threat of
China was insignificant at the time, meaning expectation was high that this giant, emerging market would become a new frontier of the
world economy. More than 30 years later, however, bitter trade friction has erupted between China and U.S. President Trump’s
administration, forcing a dramatic change in the international community's perception of China. Here we consider the factors behind
these developments, and whether the international environment, which is vital to sustainability in China’s economic growth, can be
maintained in the future.

Keywords: Open Door Policy, Go Global, U.S.-China trade friction, Belt and Road

JEL classification: P33, F41
[Translated by ERINA]
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The Population Issues Facing China and their
Influence on Economic Growth (Summary)

WANG Yanjun

Associate Professor, Northeast Asia Studies College of Jilin University

With a fundamental shift from fast growth to stable growth, the "new normal” is already recognized as the face of the Chinese
economy. Given recent catastrophes in the external environment, such as the China-U.S. trade friction and pressing domestic issues
including growing domestic demand, structural reforms, and regional disparities, the future of economic growth seems opaque.
Moreover, China's population issues are becoming more complicated, due not only to the nation’s size, but also its aging society,
declining birthrate, and the relentless population movement to urban areas. These negatively impact China’s economic growth, resulting
in an increase in social security burden, a shortage of labor supply, an increase in labor costs, and shrinking markets in the future.
Therefore, the Chinese government is adjusting its population policies to target a more favorable population environment, and hurriedly
implementing measures to address the aging society, cope with the declining birthrate, and enhance its social security system. Though
the effects of new policies will need verification over time, the nation is concentrating its efforts on achieving balanced population
growth in addition to sustainable economic and social development.

Keywords: aging society and declining birthrate, Chinese economy, population statistics
JEL classification: J11, R58
[Translated by ERINA]
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The Environmental Protection Industry in China and
its Northeast, and Market Entry Challenges for
Japanese Companies (Summary)

OIKAWA Hideaki
C.E.O., Across Japan Co., Ltd.

With environmental pollution and climate change posing global risks, China's continuous development in the field of environmental
protection is a crucial part of Japan's development. Incorporating information from Chinese business partners, government offices, and
media reports, as well as the perspective of the author, who is engaged in the business of introducing environmental equipment and
technology of Japanese companies to China, in particular the northeast region, this paper summarizes the current state of China's
environmental protection industry. The challenges and prospects facing Japanese companies to expand their markets and the likelihood
of China achieving sustainable development are also discussed.

Japan’s environmental protection industry, whose domestic market is shrinking owing to population decline and additional factors, is
forced to consider overseas markets. Presently, at local and national government levels the focus is on Southeast Asia and South Asia,
both of which are home to friendly developing countries. On the other hand, China is confronting its "toughest ever" environmental
protection measures, making it the most likely market for Japanese companies in the short-term, but in addition to Japanese-Chinese
relations and the challenges facing China’s economy, the characteristics of its environmental protection policies are significant barriers
to success for Japanese companies in the field. Although Japan has been considered a “developed country in the world of environmental
protection” since the parliamentary sessions centering on anti-pollution measures in November 1970, and is blessed with the necessary
technology and know-how, it faces a shrinking domestic market and severe competition from Chinese companies touting cheaper
technology.

Furthermore, this paper introduces initiatives within the environmental protection industry in Liaoning Province, located Northeast
China, and potential future developments the author consults on. In addition to the challenges facing the region's economy, businesses
must develop technology and equipment independently or procure from overseas because direct assistance from local governments is
less common compared with municipalities in the south, such as Guangdong Province. Viewing the entire environmental protection
industry, after governmental meetings in March 2014 China was overrun by small and medium-sized enterprises, however, in response
to subsequent changes in the market’s capital structure, progress in their consolidation into large-scale companies has been observed. In
response to this trend, there are cases in which Beijing-based or nationwide enterprises play a role in projects throughout Liaoning, and

companies based in Liaoning Province enter and develop markets in other regions.
Keywords: environmental protection policies, China’s economy, Japan-China economic cooperation

JEL classification: Q56, R58
[Translated by ERINA]
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AMIRETEDZE AV TTDREERREIE
WIEE VST HENHY . ZOZED P E

VR AL M B 5648 L 20194E8 A28 H AT 7L A — A - http:/iwww.dfo.gov.ru/trutnev/3533/
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R BEREFHEXOLITY D
#% (%)
TOR SPV Total
15Q3 1 1
15Q4 20 20
16Q1 18 15 33
16Q2 19 25 44
16Q3 29 54 83
16Q4 24 24 48
17Q1 10 41 51
17Q2 20 72 92
17Q3 39 89 128
17Q4 37 114 151
18Q1 31 138 169
18Q2 39 191 230
18Q3 43 149 192
18Q4 21 160 181
19Q1 15 104 119
19Q2 20 146 166
2015 21 0 21
2016 111 118 229
2017 217 434 651
2018 351 1072 1423
2019 386 1322 1708
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32

%2 TOR HLUSPV OLIYFY kDA% : 20196 830K E"

(a) TOR
TOR LU M b3 1) LIF VM TOR Bl (R k) B oE SRR (A 50 ? $150AEH (B
FFIVLAAY 55 14.2% | 2015/06/25 (48)  2015/11/16 (4)
N o5 IOTAF— 18 47% | 2015/08/21 (46)  2015/11/30 (3)
R af-Haz 21 54% | 2016/01/28 (41)  2016/03/25 1)
FTTFUCIF L AF— 1 0.3% | 2017/03/07 (27)  2017/09/08 (6)
AT H ST 84 HIOF-vIH 84 21.8% | 2015/08/28 (46)  2015/12/02 (3)
INNTT AL 42 10.9% | 2015/06/25 (48)  2015/10/01 (3)
NSO AL H T 77 ILVEYRY 28 73% | 2015/06/25 (48)  2015/09/30 (3)
ZIFILTRY 7 1.8% | 2017/04/19 (26)  2017/08/25 (4)
PU——— 12 (1) NI 7 AF— 39 10.1% | 2015/08/21 (46)  2016/04/25 (8)
Faak 3 0.8% | 2019/01/10 (5)  2019/05/23 (4)
HFJEHE HA Ty A4 T U 19 49% | 2015/08/21 (46)  2016/02/08 (5)
(Yr—F7) 52 ATFN Y T—FTF 13 34% | 2016/12/28 (30)  2017/02/28 2)
2T 8 21% | 2016/03/17 (39)  2016/07/01 (3)
VEAVRZI 31 TNRA RN 22 5.7% | 2016/03/17 (39)  2016/09/02 (5)
)= 1 0.3% | 2017/08/23 (22)  2018/02/20 (5)
TVT L= VAHY 8 21% | 2015/08/21 (46)  2015/11/30 (3)
7 5=V 21 ~NOTVAY 9 2.3% | 2015/08/21 (46)  2015/11/16 (2)
ZRRR A 4 1.0% | 2017/06/03 (24)  2017/10/10 (4)
ITYEEM 4 T A= LI H Y AHY 4 1.0% | 2016/08/27 (34)  2016/11/25 (2)
= 386
(b) SPV
SPV L7 > M Husi Al LT N - H X B G M) B PERRIRE (H5)? 8150 ARH(A%)?
IV AT 933 70.6% | 2015/07/13 (47)  2016/03/16 8)
A — AT 56 42% | 2015/07/13 (47)  2016/03/16 (8)
TNFanii 48 36% | 2015/07/13 (47)  2016/03/16 (8)
FARMTH 47 36% | 2015/07/13 (47)  2016/03/16 8)
N ALK 13 1.0% | 2015/07/13 (47)  2016/05/10 9)
FFEIVIAT LI 10 0.8% | 2015/07/13 (47)  2016/08/30 (13)
FoF T AF— X 8 0.6% | 2015/07/13 (47)  2016/08/25 (13)
. L4 FUHHLIX 6 05% | 2015/07/13 (47)  2017/03/10 (19)
Tabyr X 6 05% | 2015/07/13 (47)  2016/03/16 )
TV HIX 4 0.3% | 2016/07/03 (35)  2017/09/22 (14)
PVFHL AL T 3 0.2% | 2015/07/13 (47)  2017/07/18 (24)
279 AL - F ) ZATH 3 0.2% | 2015/07/13 (47)  2016/08/03 12)
POVFHF Y AL HIX 3 0.2% | 2015/07/13 (47)  2016/07/08 (11)
RYG=F 24X 2 0.2% | 2015/07/13 (47)  2016/09/01 (13)
K)af-HA=T 1 0.1% | 2015/07/13 (47)  2016/08/24 (13)
N 1 0.1% | 2015/07/13 (47)  2019/06/27 (47)
S oy | NWTEIRIALFRE-d 120 91% | 2016/07/03 (35)  2017/01/31 (6)
)X 1 0.1% | 2016/07/03 (35)  2017/01/30 (6)
a7 27 2.0% | 2016/07/03 (35)  2017/01/25 (6)
M - w7%;uvx7fﬁ 3 0.2% | 2017/07/01 (23)  2018/03/28 (8)
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Special Economic Zones in the Russian Far East Four
Years on: Current Status, achievements and
challenges (Summary)

ARAI Hirofumi

Director and Senior Research Fellow, Research Division, ERINA

SHIDA Yoshisada

Associate Senior Research Fellow, Research Division, ERINA

This paper provides a preliminary evaluation of the current status, achievements, and challenges of the special economic zones in the
Russian Far East. The Advanced Special Economic Zones (TOR) and the Free Port Vladivostok (SPV), were established through policy
instruments introduced in 2015 to promote regional development. Since then, more than a thousand companies have become residents
of these zones, giving us valuable knowledge and insights. We conduct a detailed analysis of the dataset of resident registers and reveal
unique features different from other similar instruments applied outside the Russian Far East. We also investigate anecdotal evidence
and court cases between residents and the managing companies of TOR and SPV, discuss the problems companies face, and also the
reasons why some residents leave the zones.

Keywords: Russia, Russian Far East, Special Economic Zones, regional development, priority development zone, Vladivostok free port
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The subject of this article is the prospects for cooperation between China and the Far Eastern regions of Russia in the field of
agriculture. An analysis of the political and economic aspects of ensuring food security in China leads the authors to conclude that
cooperation with Russia is now a necessary link for China on this issue. In the article, the authors describe the basic climatic conditions
and possibilities for the Russian Far East, also analyzing the agricultural production during the USSR period. As a result, a conclusion is
drawn about the significant potential of the Far Eastern regions in organizing joint agricultural production with the aim of further
exporting agricultural products to the Asia-Pacific markets, including China. The article also briefly describes the main problems that
hinder the implementation of these plans and highlights the negative experience of cooperation in the field of agriculture in the 1990s
and early 2000s. Analyzing all of this, in conclusion, the authors propose a number of steps that would allow to avoid past mistakes and
would contribute to a more successful realization of the existing potential.

Keywords: Agriculture, China, Russian Far East, food security, interregional cooperation
JEL classification: F15
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