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On the Special Feature : Novel Coronavirus Infection
(COVID-19) and the Economy of the Democratic
People’s Republic of Korea (DPRK)

MIMURA Mitsuhiro

Senior Research Fellow, Research Division, ERINA

This issue’s special feature, titled “Novel Coronavirus Infec-
tion (COVID-19) and the Economy of the Democratic People’s
Republic of Korea (DPRK)”, consists of two papers on the im-
pact of COVID-19 on the economy in the Democratic People’s
Republic of Korea (hereinafter referred to as the DPRK) and the
direction of the DPRK economy, including its impact.

The first article, “Direction of the DPRK Economy— ‘strategy
for the development and reinforcement of the industrial base’ and
new ways for implementation of a policy,” by Pak Jae Hun. The
“Five-Year National Economic Development Plan” formulated at
the 8th Congress of the Workers’ Party of Korea (WPK) embod-
ies a development and reinforcement strategy to restore organic
linkages among economic sectors and strengthen the economy’s
independent foundation so that the economy can be managed
without being influenced by foreign economic relations. It is be-
ing carried out under the basic theme of ‘self-reliance and
self-sufficiency’. The DPRK experienced an outbreak of
COVID-19 patients in May 2022. The Expanded Session of the
Fifth General Assembly of the Eighth Session of the Workers’
Party of Korea assessed the execution of economic policies in the
first half of FY2022 as adhering to stability and the speed of de-
velopment even under the state of emergency. At the same time,
it stipulated that agriculture and the production of consumer
goods needed for daily life were urgent issues on this year’s eco-
nomic agenda. The paper concluded that COVID-19 will inevita-
bly have a negative impact on future economic management. It
also concludes that the future course of the DPRK’s party and
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government will be closely watched.

The following paper is my article, “Current Status and Pros-
pects of New Coronavirus Infections in the Democratic People’s
Republic of Korea”. The DPRK admitted for the first time that it
had a case of new-type coronavirus infection (COVID-19) at the
8th meeting of the Political Bureau of the Central Committee of
the Workers’ Party of Korea held on May 12, 2022. The number
of “fever cases” in the DPRK peaked on May 15 and has since
been consistently falling. Sino-DPRK trade declined significant-
ly in 2020 compared to the previous year due to the closure of
the Sino-DPRK border with the transition to a special quarantine
regime on January 30, 2020; with the resumption of railway
transport in January 2022, Chinese exports to the DPRK from
January to April of the same year increased significantly year-
on-year. However, with the suspension of railway transport in
late April, they declined significantly in May. The report con-
cludes that if China were to make a full-scale transition to the
new normal with COVID-19 with the conclusion of the 20th
Congress of the Communist Party of China, North Korea would
be expected to take a different approach, such as reopening bor-
der crossings.

Even the DPRK economy, which is based on the self-reliance
and self-sufficiency of its people, cannot exist without economic
relations with China and other foreign countries. When consider-
ing future developments, it will be necessary to pay attention not
only to domestic policy decisions but also to trends in changes in
foreign relations.
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Direction of the DPRK Economy— “strategy for the
development and reinforcement of the industrial
base” and new ways for implementation of a policy
(Summary)

PAK Jae Hun
Collaborative Researcher, ERINA

The Democratic People’s Republic of Korea (hereafter DPRK) formulated a new Five-Year National Economic Development Plan
(hereafter “Five-Year Plan”) at the 8th Congress of the Workers’ Party of Korea (WPK) held in January 2021. This plan was formulated
on the premise of a difficult economic environment, with economic sanctions imposed by UN Security Council resolutions, as well as a
substantial cutoff of external economic relations due to the total blockade of its own borders to limit the impact of COVID-19.

The goal of the Five-Year Plan is to ensure that economic management is independent of external economic relations. To achieve this,
the plan emphasizes restoring organic linkages among the economic sectors to which the planned economy applies and strengthening
the independent foundation of the economy. To this end, a strategy for the development and reinforcement of the industrial base will be
realized. This plan is being carried out with the basic theme of “self-reliance and self-sufficiency”.

This methodology reaffirms the line of building an independent national economy that the DRPK has maintained since its
establishment. The WPK and the DPRK governments have a strong will to break through the difficulties of the real situation they find
themselves in by taking an independent line.

The DPRK is showing that it will not abandon its traditional line and will stick to it even in the midst of a harsh, isolated
environment. At the same time, it is boldly taking a scalpel to its traditional economic management system and constantly pursuing
improvements in economic management. Simultaneously, it is promoting a generational change in party cadres and economic
bureaucrats plus thoroughly pursuing a meritocracy. The fact that it adheres to a pragmatic approach in the management of the state
shows that its current policies are not mere dogmatism or a return to the past.

The Five-Year Plan, formulated after a rigorous review of the Five-Year Strategy for the Development of the National Economy,
which was carried out for five years starting in 2016, has been promoted since its first year in a manner that goes beyond mere economic
planning and mobilizes the entire management of the WPK and the Cabinet. While improving the system in the operation of enterprises
and cooperative farms, which are the main economic actors, the plan has also strictly pursued the responsibilities of the WPK
organization, which politically guarantees economic policy, the WPK executives, and the economic bureaucrats who are in charge of the
national economy.

During this period, the committee set forth a direction to promote the substitution of imports of energy and raw materials by actively
promoting the active use of natural energy and recycling of resources, centered on the development of science and technology. At the
same time, to solve the food problem, the policy to encourage a shift from traditional corn cultivation to wheat and barley cultivation
was presented. It also proposed a direction to promote development in rural areas to eliminate the disparity between urban and rural
areas and to promote balanced development.

The Five-Year Plan, which began in this manner, is now in its second year. However, in May 2022, the first case of COVID-19
infection was confirmed in the DPRK. The DPRK faced the constraint of reduced economic activity due to the lockdown in various
regions of the country.

Under these circumstances, the Fifth Enlarged Plenary Meeting of Eighth WPK Central Committee assessed that the execution of
economic policies in the first half of FY2022 was stable and maintained a steady pace of development even under the emergency
situation. The meeting then highlighted agriculture and the production of consumer goods needed for daily life as urgent tasks on this
year’s economic agenda.

However, the new situation of the COVID-19 outbreak in the DPRK will inevitably have a negative impact on the future
management of the economy, and it remains to be seen how the WPK and the DPRK governments will manage the economy from this
point forward.

Keywords: Economic policy, economic reform, economic sanction, COVID-19
JEL Classification Codes: P21
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ERINA REPORT PLUS No.167 2022 AUGUST

Current Status and Prospects of New Coronavirus
Infections in the Democratic People’s Republic of
Korea (Summary)

MIMURA Mitsuhiro

Senior Research Fellow, Research Division, ERINA

The 8th Political Bureau meeting of the 8th Central Committee of the Workers' Party of Korea (WPK), held on May 12, 2022,
recognized the pandemic of a new type of coronavirus infection (COVID-19) in the Democratic People’s Republic of Korea. The
number of “fever cases” peaked on May 15 and has been consistently dropping ever since.

Sino-DPRK trade declined significantly in 2020 compared to the previous year due to the closure of the Sino-DPRK border with the
transition to a special quarantine regime on January 30, 2020. The resumption of railway transport in January 2022 led to a significant
year-to-year increase in Chinese exports to the DPRK from January to April. However, due to the suspension of railway transport in late
April, Chinese exports to the DPRK declined significantly in May. If China makes a full-fledged transition to the new normal with
COVID-19 with the conclusion of the 20th Congress of the Communist Party of China, the DPRK is expected to take a different

approach, such as the reopening of border traffic with China.

Keywords: COVID-19, border closure, epidemic prevention
JEL Classification Codes: 118, 053, P20
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International Think Tank for Landlocked Developing Countries: Economic Diversification of Landlocked Developing Countries, 2018, pp.31-61

Economic Diversification: Case Study of Mongolia

(Summary)

DULGUUN Damdin-Od

Executive Director, International Think Tank for Landlocked Developing Countries

The well diversified, robust and resilient economies have built up a rich sectoral representation and widespread trade relations over

many years. These countries tend to have a significant impact on economic thinking and opinion regarding development models. Their

data also set a benchmark in global assessments and comparisons of rates of diversification: such statistics and related studies

unsurprisingly conclude that most developing countries, especially very small states, are very poorly diversified.

Five dimensions of economic diversification — export products, export markets, origin of FDI inflow stocks, diversification across

production sectors and diversification within production sectors — are explored in the present paper in the case of Mongolia.

For those small developing countries that find it particularly hard to achieve export growth across a wide range of advanced

economies, more rapid growth in South-South connectivity and trade should allow them to improve their export performance. However,
while this might increase their range of trade partners, diversification in the range of products offered might remain difficult to achieve,
especially for landlocked countries with physical accessibility problems. Arguably, instead of promoting efforts to greatly diversify
goods, an alternative policy goal might be to expand into services, especially those that might clearly appeal to a well-identified target
group of potential clients. There are opportunities in services as well as goods trade — tourism and business services are resilient
industries that have performed well throughout most of the last decade, in spite of the turbulent global trade environment.
Diversification analysis for Mongolia is impacted by its inevitable tilt towards China and the boom in fuels and minerals trade: on the
conventional measure, concentration is increasing. At the same time, however, Mongolia has been increasing productivity in goat

herding and thus exports of cashmere have achieved a wider market, including Europe.

Keywords: Economic Development, Diversification, Landlocked Developing Country
JEL Classification Codes: O57
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Economic integration is one of the crucial cogs in international relations. Policy pathways are typically shaped by the centralized
power through state agencies. And the Northeast Asian region is no exception. Therefore, the bottom-up approach makes real the

possibility for provinces of different countries to engage in economic integration without the central power’s navigation.
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China’s Application for TPP and the Asia-Pacific

(Summary)

NAKAJIMA Tomoyoshi

Senior Research Fellow, Research Division, ERINA

This paper summarizes the circumstances and impacts of China’s application for membership in the Trans-Pacific Partnership (TPP)

in September 2021.

The TPP was promoted by the Obama administration in the United States as a framework for creating rules for liberalization of trade

and investment in the Asia-Pacific in response to the China’s political and economic rise. With the advent of the Trump administration in
2017, the United States left the framework, with the remaining members centered around Japan renegotiating and entering into force in
2018 as the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP).

China’s application for TPP (CPTPP), which was made in a situation where the conflict between the United States and China had
become more serious, is not merely a check on the United States, but China intends to be involved in the formation of international
economic rules.

On the other hand, the rise of domestic protectionist political forces in the United States has made it difficult to utilize FTAs,
including tariff elimination, as a policy tool. Therefore, in 2022, the United States has proposed the Indo-Pacific Economic Framework
(IPEF), a framework that does not involve the elimination of tariffs, in response to China’s move.

Based on this situation, this paper looks at a desirable choice for Japan, which is in the leading position of the TPP in the midst of the
conflict between the United States and China.

Keywords: US-China conflict, TPP, decoupling, supply chain
JEL Classification Codes: F13, F15
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BRI E T YT 7L — RO
EULTF 2% 5, MR- 2GR (2020)
T D8 A AR AT SE AR O b
IRL . A AL B AL B LUV S
DEBIREALZH S KENZEE
BIL TS o BRI - BT (2021) *1d
L ANVORRIREMEPSHEEL .
AL A XA E AT =Y 3
HEOTYT TV =R T A5, A
BRI AORFITHIE TRV e
FRL7z0 AR (2021) 13 BhHE
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FRAEL. FUSVE R AR L A
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HL . GDP ONED LW EE T, 645
ESSFANT - E N OVACIA 2SR
IO 207 F TR RER R T
HHEBML T D, &hF (2018) Pidm
i E 2 R OB R B, SRR
I EOEBA A RIEL . EBEEAEHL
FL DB i x A I FAEA R TR T

PRREET- B [ B e S SR ROR SR | VLR ] 2021 (10), 41~51F,
2RI FE R SO [ A T e SR B LG ) TRE T AL SR 12 ] 2020 (06) . 38~49H

A IR [ AR B R SRR A TRERNS s ] 2021, 37 (18) . 140~144H

AR AT [ el B A R IS S SRS A | [ AT 2021 (9). 135~141H,

O TR VLR TR R A A B 7 [ X 075 v L S p— R A 258 T AOREIRAE | [ B RS2 3) (RE &R0 ] 2020, 23 (03) ., 75~84H o
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T BRATHE [ 4y B A RO R U e L S R A b [X 2 R T e — L R GMM. R P hIs i i | [ i FRan 5-928 ] 2020 (07) . 26~32H .
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REFOBEME RO~ 7O E
REFoSEHREom L EEOHL
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WG DOERE 12 28 Th B
FAUITEARH LA R E A/ N—T B AR
T R R bR - - A ke
MRS Z D EHRNE Th DAL 4T L,
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R EREFEEL7ZDDELTNDTY
ZOV & VLRI Z DR AR T 4
BUPERR | O R ERARRIL , a s —1

ADRNFZ BT FEFOE B W EE
HEFFL R O i B2 R O 72012 )
TR TOD T VIV SR I A
N7 — 7 AT I ARSI C | B 22 22 ] %8 2
T A% 2 720 IR 1 7
(LU B OIS B2 L T 5
S TR R D7D R R 7 e %
HKoTWBE, FUyIVER BT 4
AT OB I INEL | EIFEE S
EERHEAEL S E R E OIS
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HLT D8V 4 RV 8 L7650 s 3% o
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I TBY . EMOBEWHELREED
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¥IEX BEMEHOREELT, #E
MR EIRL Qb o FiTE RS
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BIZHHEL D . /NMESEDA ) R—ar
NOEETARARRL | FiT A
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A L&D, L7zh>T ARH2E RO LS
NS S e
H2: 7 U8 Vil B L e 0 7y 7
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B ERHOLIENTES,

3. EFILRELEHDEE
3.1. EFILRE

(M EFILERE
VL EDOGHTIZFED T, TUF IV 4

AIEDSEL L (LINDEX) OFEFED
i BRI A B R R T 57
OIZ, T OIEARETFIVEZRELTHM
DD

DEVELOP;, = B, + p,LINDEX;, +
Y control +u, + & (1)

Z D%/ T DEVELOP: \3#E 50D 8 i
Bl ErHobL . BARIIIEIEART
(base) &t 4% Tfi (social) % 5 ¢ LIN-
DEXi |37 VARl AIBEDFE LX)V %
HODL, ZDOORTTEEL . T4Db5,
H173—F (coverage) [ FHIRE (usage)
ET VI NMELD FE A (digit) TH 5D
Ycontrol (FTXMI—VEHKEEL . BA
Az FEYE (capital) KR (growth)
LB R)ZE (invest) ZHA TV S, wild
HITEARDE R REHOHDL | e 1Lk
ZHEHHDLL T\ b,

(2) ENHRETIL

FUINERABIET THAS EAN] ¥
BELOTHIE R THY RN
ERE S 570 I MEREE VA RET IV
DEESHHEIMIEBE LR HEE
eIl . FIUES>TEEMED
T T TL—FEARHEL | RETE O 2
EREEFHE T D ENTTED . LI2ATH T
FUZ N & B IE DR O
ENOBLEERET YT L%
AR LT DIREAN = ALDEAET
LU REME N DD, LT, AfTIE.
Bl - $REKEE (2021) PO F EES I,
FEER I EOIRM (IND) 21E02 5%
FEAL (Adv) EHBAL (TL) Z A=A A
BRELCGREL . LUT OB % e
DETNVEMEES Do

IND;; =y, +v,LINDEX;, +

Ycontrol +p, +e  (2)

DEVELOP;, = 8, + 0,LINDEX;, +
9,INDy; + ¥ control + p; + &

1 BRI R B AR R I SR [ R SR B AR B 0 | [ BRI 5] 2019, 35 (07) 1~TH,
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Novan =gl =N
HiREHE

FERIFEBURA ] [ PRVGHIE S5 (5 St &R0 ] 2018, 47 (03) . 114~125H .

PGB /N [ PESE AR B o AR (L5170 ) S e — DA A FESE 2 1) | TR (O SCH R0 | 2019, 47 (04) L 111~121F

ZIE16EFL .

RS AT IR [ B T A S IR G S B S 1 28 3R T e B | [ SRR 55444 ] 2019, 34 (06) \ 35~49F,

2 EI6LFL .

SRR FREKEE [ RIS AR S B M S A AR SR g | [ 3Bz ] 2021 40 (05) . 146~154F1,
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ZDHE | INDe 13 FESERG & S R IR
WAEREL., E¥EommE (Adv) L4281
1L (TL) 2 & A TS, (2) RiZFV¥
VAR W O SR (LINDEX) OB/
R R S FE IR IR (IND) 123
LR AT, (3) ET V7V aRE
B (LINDEX) &SRS i 5 IR
UL (IND) DR O & 5t E % 1 & (DE-
VELOP) 12513 55 A THD o b
L. yis 01y 208 ENENE B THIUL.
HIHDA ) R—T 2> DEENE A D BE
WAZEIR D

32. BBEEETTT—H

(1) BB R, Wl Budieik
DE ML K (DEVELOP) Th b,
WIZIZZLOFHIN H: b8 5 o T BIEHE
(B RICEDFHM) LR T (32
AT T haE = AN TOP-
SIS i) Tdhbo T —F DRUS T REEE
TEREEEA B L . AR CIEZR - JE %
P (2021) * DA BHEIZL T EAR
L EHOZ oW ITLhHHFEL . B
MR LORLIZIOHIRIELEEL . &
I EE R T 5. 2O T
I TFROEBYTHD,

R ZHAEERRLUEFNLEIEL

wBFOEME %E (DEVELOP) =
0.5xFEAT +0.5xFE431H (4)

FEARH=0.25X 55 FE +0.25%
L E+0.26x & FAL+0.25x4 AL
(5)

FLA =0.5X NHJEAR +
0.5xERERA  (6)

(2) Bl A2 8 . 79V Al is
FHL OV (LINDEX) o 7—#13db50k
ETVYIVERIIZEL 5 — Db D% fH ]
Tho FIUYINDIIN—EE (coverage)
ffi R (usage) &7 V7 VLR (dig-
it) =20 HE et

(3) A28 B0 I 28 B0 i S
®EOIERIRD (IND) o HEEME D&
Ak (Adv) &SR & B4k (TL) %
B, AL (Adv) IZZEE - HAS
(2021) "o FEES L . 8L (TL)
13574 VI5%% (Theil index) # V25 &l

BHHBEIITROEBY)THA,
Adv =Y (”7) xi,i=123 (7)
nes(wE) e
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ZDOHB, Yi & MIF O = K EEN
GDP |2595E & THY 1131, 2, 3T,
FNENE I, IR BEWES
OO T o HEEMEO & EALREGT
HCH/-MEI [1, 3] oM THY. 3123k
U WL, EREEO LD
BEAEATHEENIZETH D, Vild
RIpDEFEOEEFEFRLTEY, Lild R
LAEEDTE I N EHEDLTW5,
BREPIEEIREOLE, TL=0TH0,
REPARY M OLE, Thbb i ¥k
HAREEZRE XL, TL IZ0EEEL v,

(4) arda—VEH, TIOVERID
FEOFEEL AT HB M I HE 5 O i
B RIS 2 5B ELICHE T 5
72012, LT Oarba— VA s A
N5, (1) B R (growth) %
DB HE R E I~ EORIBRERY
EATHLDT, —HDOFA L5 7% -
7o IR O REF MR RTINS %0 (2)
EARAFEM: (capital) (AL & & O BN
ERRE R EA T 720 SR E
B REPEE KA 50 B MU R FEAE TR
W2, (3) HERZE (invest) : FTLER)
FIIBHOR EE Fm bl . o ER &
RIEBOE M BRI 52572
O RGO E M RO LA
M RECRIIE %,

I B B RS BARM 5l
% (In) 1A B0 DI KA FE
LA (base) 2 EME (St) 1A BTN DI A FEFL B IR e 2
B SRL - A HAL(Ra) B B S R SE A I DR TN B8 — UK RE S A A e
(DEVELOP) A4k (Fo) AV SRS A R AR /SRR A
4T (social) ANBYEAR (HC) EEBEREIERE A
= HEREL AR (EC) TET PRI NS A
. N s o S13N—#iH (coverage)
AL TUY AR e s = o ~
(LINDEX) %E?Ez&(LINDEX) gﬁﬂ;ﬂjfé%;%gfglglo :”:E'\j('_%AT /7»%&3?&@{%?5 ;& (2011 2019413)
PESEME R AL _ ...
» i = (Bera=123
IEEC | it 5 e (IND)
JE SR A AL _ Y Y r
(TL) TL_Z;(Y)LN (Li/L)
STV HL FEF R (growth) —H DY A 157 % B o7 Mt DR R TR
(Contmf; B AR A FETE: (capital) NI E /A 43 [ 5 B E RO AR AR
BB #h=E (invest) WNKRAEE /SRR B a4

% EI6LFL .

AR B EE [ B SR G IS A R

Ao v E 275 e T A SRR | A SRR S22 ] 2021 (05) 27~40T (20214£105H) -
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(5) JTTT = LB AR TITEIN - &
T DU - R R S T
ARYM (FH) - NE TN REDTEE
g (4 - BB IX) Hfkm 02011~2019
FEOT—5E M, EEHBLOT—¥
AR T LM T2 BRE | IR #eryLc
86H T DAL T D/ IANT =5 % flioT
FHEO 2B otz 7 —F I EIFE
(E B g ge -t o s — Bk —

®2 HEHEHE

7).\ [ ERTT (R8T #eat4Esil . T
ERREH ] 12X5 . T TGl
MAH S EEREFORZRHRAL . 18
B B CoFRERAL (REFER
{). GDP BXUVE A AR ITE %
FHL ., 7YV e B RIS
WRFETVYIVEEN Ly —1285,
IROFEANIER IR EETEDT2,

=]

EH B fi P fi FilEmE Ml RAME P50
social 774 0.01 0012 0.0003 0.07 0.01
base 774 4.63 0.214 414 5.70 463
develop 774 2.32 0.109 207 2.86 2.32
lindex 774 494 0.542 283 5.64 5.09
lcover 774 4.84 0.656 0.62 5.65 5.02
luse 774 487 0.557 146 5.62 493
ldig 774 483 0.738 -391 574 507
tl 774 0.36 0.248 0.00 1.90 0.33
adv 774 224 0.141 1.95 272 221
growth 774 0.10 0.035 0.02 0.23 0.09
capital 774 112 0.436 0.11 331 1.04
invst 774 1.07 0.539 0.10 563 1.04
fiscal 774 0.30 0.232 0.08 3.20 0.24

4. KEHERAR

4.1. @)REER DT
TIY VAR A IHEAT IR

LT, BRI e E S R DOARMN Ay s
RZEREL . KIRIZERET —EADN—F)L
EIAME T T, &l —EADR)Z%
i EX92, FUSNERVABORET

R3 HBIEHHIUCEERNDLOEER
5 IR HIN—E TR TR
lindex 00784
(20.8200)
lcover 0.0531°*
(16.8639)
luse 0.0679"*
(19.2684)

. 00418
ldig (13.4973)
owth 07596 10.9980"* 08913 110543

g (12.1719) (-16.0345) (145968) (15.4447)
canital 00203 00214 00204 0.0307
P (38104) (37318) (37213) (5.0584)
- 00154 00215™ 00209 00227
(:37615) (4.9502) (:5.0363) (49189)
decal 00142 00073 0.0099 0.0091
(14977) 07218) (L0132) 08452)

N 774 774 774 774
R 0.799 0.768 0.787 0.741

F 2775 2099 3032 24.29

3E**p<0.01. **p<0.05. *p<0.11FERZRT, FEMAIL t B,

TR T, ILE RIS N—L ., Tuyy
N2 TS R T RETE el DR R
Va8 M 3ge o0 /NS 0 R BB ) o in
o, P EH PR ELFE OB
BERMBEARANOFEEL LS ZHK
M7 AR BI A [ 5 EER ] ~0% 4
TERLEN IR DM EE R T 52
EATTE, BFEOE AR EA S
5o FIDMIFFER P BDHLIN, ]
St DS %KM CH T L TEE RO
TUY ARSI R N
AR R T U7 WA LAREE DFRTE D
EE e RSN T AR EIEE R T
0.0784. 0.0531. 0.0679. 0.0418T. 1E
OMBEBEFRERL ., TE IO T Y5
ERVIEORRILEEOS M E KR
AES B EATELEVIZEDS | R
FIERME T B2 E D TE 2,

FUY VARSI 7 A g
ROWEIRNAHERL . BEOERTO
WHEAERL , AEERIENEROL
B EAROM CTHIF 72> TR § A% &
DEMHES B o FRUCESTHIH O 257
TEE FAROTE ALY . HiIskE O
AR . F9, IR om
TR DS | FUYIERNUIEDSEIRD
L%IEI$ BTN, BFOE M E 2K
FEOL~VA30.0784% BN 52X H5b
BB o WIZL A N—#iPH  fHHEERT
DEIALRRE O RYEAE RS 30D%
B 1% ATEIZ . FNENRFEOE
a7 RA AT 2012, 0.0531%.
0.0679%. 0.0418%¥4 41357557,

FEERE RS, FUYVEBAED S
O | VHES ISR R OB B e RIS
X AREUET N TIEDOME T, Firaldts
#55 (2021) %, 8% (2020) %D
WFgee—3%LTHh . FUFIVERLER
TR A S8 IR DR B R B
EORNED DD ORI VHHEHbIs
OFEFE VAR AN BN THT, TV
ALFEEEAMEL AR ORI H A+
T REDEHOE T A HATREN
MHTH%o Fo, WHHIRO T84
RVELIE I [ RS | s Rl s PR
TR LB T 2 BB ICH LD T, TV

i s

u

BRI

2 i F SRR [T Sl G o AR R R R AR G AR BRI SR | AR ] 2020 (07) 1~14F,
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INHEMNC L BT VFIWAR—F A EARE
1t FFR DO 2ZENF — =3 el T
USRS O E i B LRI L TRE
BHEER R BT S TH D TUFIV
SRV EL IO ) N—ariE
ZIAEL . FIUZLS>TRIEIAD LA,
HBTTE A O =GN L R FED
AR E YT DR EAESIZ B o
TWhe TOHMMERLE . P HLHE
DT VYNV ERVIEO R R R LY A&
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Economy in the Western Region of China (Summary)

LI Shenghua
Associate Professor, School of Economic Management, Yanbian University
Collaborative Researcher, ERINA

ZHANG Rong

Master Course Student, School of Economic Management, Yanbian University

The Chinese economy has entered a new normal and is shifting from an era that emphasizes the speed of economic growth to one that
emphasizes its quality. The Sixth Plenary Session of the 19th Central Committee of the Communist Party of China (CPC) pointed out
that China is facing a complex situation with “three overlapping periods”: (1) a shift in the rate of growth of the Chinese economy, (2) a
difficult period for structural adjustment, and (3) a period when initial stimulus policies have been ineffective. The meeting then noted
the need to promote high-quality growth in the economy, accelerate the development of modern industrial systems, boost the real
economy, and develop the digital economy amid the difficulty of continuing the traditional growth model.

Digital financial inclusion, which combines modern information technology and traditional financial inclusion, plays an important
role in raising the level of efficiency and fairness of financial services, promoting scientific and technological innovation, and promoting
consumption by residents, due to its wide range of services and rich transaction formats. Previous studies have shown that digital
financial inclusion can accelerate industrial structure upgrading and economic growth through technological innovation and raise total
factor productivity. However, the study also reveals that differences in industrial structure, public infrastructure, and resource
endowment in different regions have dissimilar effects on the quality of economic growth in each region.

This study aims to determine whether digital financial inclusion can promote high quality growth of its economy in the western
region, where the overall economy is relatively lagging, and whether there are differentiations among the various regions. Referring to
previous studies, this study empirically analyzes the relationship between digital financial inclusion, industrial structure upgrading, and
high quality growth of the economy in 86 selected district-level cities in the western region, using industrial structure upgrading as a
mediating variable.

The conclusions obtained are, first, digital financial inclusion in the western region has a significantly positive effect on the high
quality growth of the economy, and digital financial inclusion plays a role in enhancing economic growth in the western region, with the
sophistication of the industrial structure as a mediating variable. Second, the western region exhibited different industrial structure
fundamentals than the other regions, and there were differences in the facilitating effect of digital financial inclusion on economic
growth. Third, this paper uses a panel threshold regression model with digital financial inclusion as the threshold variable to examine
the nonlinear relationship between the two. The results show that the higher the level of development of digital financial inclusion, the
more pronounced the effect of digital financial inclusion in promoting economic growth in the western region.

Based on the conclusions of the above empirical study, this paper makes the following recommendations.

(1) There is a need to promote the digitalization of traditional financial institutions and develop a system of digital financial inclusion.
(2) To enable digital financial inclusion to play a greater role in upgrading the industrial structure, emphasis should be placed on
supporting emerging industries, small and micro enterprises, and state-supported industries. (3) Since the industries among the western
regions are structurally unbalanced, the rational flow and optimal allocation of resources should be promoted, and the upgrading of the
industrial structure should be facilitated.

Keywords: digital finance inclusion, industrial structure, regional economy, the Western region of China
JEL Classification Codes: G20, O18, P25
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