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On the Special Feature : China’s New Economic

Challenge

DONG Qi

Research Fellow, Research Division, ERINA

China has experienced rapid economic growth for nearly half
a century, with an average real GDP growth rate of 9.44% during
1978-2019. Before that, even amidst the Cultural Revolution of
1966-1976, an average real GDP growth rate above 6% was pre-
served. However, from 2007 China’s GDP growth rate has
sagged after a peak of 14.2%. Especially, the United States initi-
ated a trade war against China in 2018, which began with tariffs.
Following that, in 2020 an epidemic named COVID-19 has
swept across China and spread throughout the world. Both have
undoubtedly added more uncertainties to the Chinese economy.
In that context, China faces a new challenge, that of maintaining
continuous growth while achieving economic transformation
smoothly. With great interest in that subject, this special feature
issue contains three articles which address differing aspects of
the Chinese economy.

The first article, titled “Regional Divisions in the U.S. and the
U.S.-China Trade War,” is contributed by Yaogian Mu. This arti-
cle examines the background and causes of the U.S.-China trade
war from the perspective of regional divisions in the United
States. More specifically, his study illustrates the existence of re-
gional geographical divisions in the United States and discusses
the influences of divisional structure on the presidential election
and thus, on its international policy, which involves a series of
anti-globalization and anti-international cooperation policies.
From that viewpoint, he points out that the outbreak of the
US-China trade war is closely related to the divisional structure
within the United States.

The second article, titled “A Study on Interprovincial Eco-
nomic Networks in China,” written by Takanori Minamikawa,
aims to clarify the structure of the economic network between
the 31 provinces of China. He attempts to construct the econom-
ic network between provinces by utilizing the data on the num-
ber of people infected with COVID-19, considering that the

number of people infected with COVID-19, to a large extent, can
reflect the infection route and thus can present the degree of eco-
nomic ties between provinces. By modeling a spatial weighting
matrix, he finds that close proximity does not necessarily ensure
a tight relationship between provinces within China, and there
seem no direct economic ties between the three northeastern
provinces and other provinces.

Shenghua Li, Haifeng Jin, and Shu Mu contribute the last arti-
cle, which is titled “Current State of Investment in the DPRK by
Companies in the Jilin and Liaoning Provinces.” Their study in-
troduces the history of China’s investments in the DPRK and
government cooperation between the two countries, with special
focus on Jilin province and Liaoning province, the two main
sources of Chinese investments toward the DPRK. They find that
a large amount of funds from other provinces is invested in the
DPRK through the companies headquartered in Jilin province
and Liaoning province, and that recent investments are primarily
concentrated in Rason. On the basis of these findings, political
implications on promoting China’s investments towards the
DPRK are also provided.

The three articles refer to the current economic challenge
faced by China in a new light, from the perspectives of the
U.S.-China trade war, the inter-provincial network, and China’s
investments in the DPRK. The U.S.-China trade war depicts
China’s external environment, the inter-provincial network ex-
hibits China’s inner economic connection, and investment to-
ward the DPRK shows China’s positive attitude in relation to re-
gional cooperation. These three articles, which seek to examine
China’s economy from varied perspectives, symbolize the diver-
sity of current Chinese studies. We hope that they provide suffi-
cient clues for each reader to find out the future direction and
potential of China.
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Regional Divisions in the U.S. and the U.S.-China
Trade War (Summary)

MU Yaogian
Lecturer, Faculty of International Studies and Regional Development, University of Niigata Prefecture
Collaborative Researcher, ERINA

This paper analyzes the causes and background of the U.S.-China trade war from the perspective of regional divisions in the United
States.

When President Trump was elected in 2016, he called for “America First,” sparking a trade war with China. The roots and backdrop
of the U.S.-China trade conflict have been examined in published reviews mainly from the stance of international relations and
international politics. Common dialogue is that China now poses a threat to the U.S. and challenges the U.S.-led world order, with the
trade war a defence mechanism to suppress China. That thread may be relevant in terms of international relations, but by shifting our
perspective domestically, the Trump administration’s triggering of the U.S.-China trade war and the distinct regional divisions in the
United States which gave rise to that presidency become visible. Specifically, there is a clear divide in the voting results of the
presidential election between the east and west coast regions, where many international metropolis are located, and the central and
southern regions, which are relatively sluggish in terms of economy. These regional divisions, which led to the election of the Trump
administration, remain a key factor in the U.S. political system. Hence, in order to effectively analyze the reasons behind the U.S.-China
trade war, it is first essential to consider the U.S. domestic environment which gave rise to the Trump government who initiated the
conflict. In Japan, as analysis on the causes and background of the U.S.-China trade disupute from the aspect of regional divisions in the
United States is infrequent, this research would like to focus on this point.

The composition of this text is as follows. Section 2 organizes the previous research and elucidates the position of this paper. Section
3 arranges the Trump administration’s policy developments and clarifies that the U.S.-China trade war is not a single undertaking, but
rather one part of a framework on anti-globalization and anti-international cooperation across the country. Section 4 shows the results of
each state's vote in the 2016 presidential election, shedding light on the differences between Democratic and Republican support and the
presence of political divisions between the East and West coasts, home to cosmopolitan metropolis, and the economically dawdling
central and southern regions. In addition, these regional divisions are examined geographically at the county level, and historically
dating back to the first presidential election in 1789. Considering the impact of regional divisions on U.S. politics, we point out the
domestic factors at play in the U.S.-China trade war. The article is summarized and potential themes for future studies are specified in
Section 5.

Keywords: China-United States trade war; United States presidential election; regional fragmentation: globalization
JEL Classification Codes: O51, 053, R11, R58
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A Study on Interprovincial Economic Networks in
China (Summary)

MINAMIKAWA Takanori

Lecturer, Department of Management, Okayama University of Science

This paper bids to clarify the structure of economic networks in China’s thirty-one provinces, provincial-level municipalities, and
autonomous regions (hereinafter referred to as province). The economic network applied here is represented by the movement of
people, including travelers and the trading of goods, which exists between two target provinces. To pinpoint the structure of this
network, we employ data by province on the number of people infected with Covid-19, the pandemic currently sweeping across the
globe and severely hampering economic activity. In modeling the relationship between the number of new infections in a selected
province and the count of people infected in a second province, it is possible to identify the relationship between the two provinces via
estimation of small specimen high-dimensional data. Spatial weight derived from the estimated route of infection reflects not only
proximity, namely physical distances and the sharing of provincial boundaries, as well as the number of people infected, a factor unique
to Covid-19, but also the overall network lineage, including economic size and base. From this, the network information indicated in
this study is considered to encompass the information on the network of goods and human movement described in the gravity model.

Keywords: Chinese economy, network, economic structure
JEL Classification Codes: C32, C33, L14
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Current State of Investment in the DPRK by
Companies in the Jilin and Liaoning Provinces
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Collaborative Researcher, ERINA

JIN Haifeng

Associate Professor, School of Economics and Administration, Yanbian University

MU Shu

Master Course Student, College of Integration Science, Yanbian University

In 1991, after the United Nations Development Program (UNDP) promulgated the Tumen River Area Development Programme, the
Democratic People’s Republic of Korea (hereinafter referred to as the DPRK) declared the establishment of the Rajin-Sonbong Free
Economic and Trade Zone in December of the same year and actively began welcoming foreign capital. Following severe constraints on
investment in the DPRK for Chinese companies in the 1990s, the new millennium brought gradual increases, with implementation of
“going out policy”, China’s overseas expansion strategy, and strengthened economic and trade relations between the neighbors
motivating Chinese enterprise to get more serious about investing in the DPRK. However, the international sanctions imposed on the
DPRK in 2017 were in essence the catalyst for a period of stagnation. Thanks to the “Winter Olympic Diplomacy” in 2018, tensions on
the peninsula eased, and Chinese companies once again prioritized investment in the DPRK. From March 2018 to June 2019, five
summit meetings were held between China and the DPRK, achieving historical changes in relations. During the high-level talks, it was
agreed that, “Friendly and cooperative relations between China and the DPRK is a firm policy of both sides,” with China stressing its
utmost commitment to backing the DPRK’s conversion to a new strategic course of economic construction, and solidifying a new era of
strategic foundation for China-DPRK economic and trade cooperation.

Keywords: China-North Korea Economic Cooperation, China’s FDI in North Korea, Northeast China, Tumen River Area Development

Programme, Rason Economic and Trade Zone
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