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“…”

What can be said about China’s economy?

“Remarkable economic growth”

“The factory of the 
world”“China’s threat to the 

Japan’s economy”

“Global Deflation”
“Post Jiang Zemin”
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China’s Political Regime and Economic Growth
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China has achieved economic growth under the “Open and Reform” policy.
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Precision Instruments
(PC, Cell phone)

Is China just “the Factory of the World?”

Foreign companies have expanded their activities in China.

Low-end
Electronics Appliances

Labor-intensive
Industries

(consignment manufacturing
trade with Hong Kong)

Call Center
/Back Office for 

Japanese companies
(Dalian)

Domestic Marketing
•Suntory (Shanghai)
•Honda (Guangzhou)
•Shiseido (Beijing)

High Tech & 
Bio industries

Zhong Guan Cun (中関村）
“China’s Sillicon Valley”

IBM/Sun/Nokia
MS/Motorola

Fujitsu/
Matsushita etc.

R&D Production Sales&
Marketing

Service

Value Chain

’00?

Late ’90s

Early ’90s

’80s
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China’s threat to the Japan’s economy

China’s low labor cost and advancing technologies cause threat to Japan’s economy. 

Threat to Japanese “white collars”

Dalian 
(fluency in Japanese, 

undergraduate)

Labor Cost Comparison (office worker)

Dalian
(factory worker)

Okinawa 
(under 30 year-old)

Okinawa

Tokyo
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n Support backroom services of Dell Japan.

ØAccounting
ØInformation Systems
ØSales Force Automation
ØCustomer Support (Call Center)

Asia Service Center in Dalian (2002.10)

Threat to Japan’s Manufacturing Industries
Global Production Share (2001)

0% 20% 40% 60% 80% 100%

Cell Phone

DVD Player

VTR

Color TV

Automobile

Motorcycle

Air Conditioner

China
Japan
Others

Forbes's top ten makers of large 
kitchen appliances (2000)
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Creating Mutual Benefits with China

Fast retailing has succeeded in "internalizing" China's advantage to increase its own 
competitiveness.

Not a “threat,” but an “opportunity”Not a “threat,” but an “opportunity”

Cost Structure of UNIQLO’s Fleece

1,045 1,045

2,875

475

380

80

UNIQLORetailers

COGS

SGA
Profit

Price(Yen)

¥4,000 ¥1,900

Same COGS 
in China

Including
Margin to 

middlemen

UNIQLO’s Strategy

“Redefining the Value Chain”

ü Production in china as the source 
of “competitive advantage”

ü Reduce Sales & General 
Administration Cost by direct 
transaction with factories in China
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China’s Impact to ASEAN countries

China’s attractiveness for foreign companies has increased because of its accession to 
WTO in 2001.

Investment moved from ASEAN to ChinaInvestment moved from ASEAN to China

Monthly Wage in Asian Countries

0 1000 2000 3000 4000

Monthly Wage (USD/month)

Japan

Hong Kong

Korea

Taiwan

Singapole

Malaysia

Philippine

India

Indonesia

Vietnam

Wages in China
$54 - $272

Wages in China
$54 - $272

China’s
WTO

Accession

Direct Investment from Foreign Countries (2001)
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The Threat of Global Deflation

Global DeflationGlobal Deflation

“Low labor costs and an 
undervalued currency suck 
investment and jobs from elsewhere. 
Legions of multinational firms are 
relocating in China, whose 
exports threaten global deflation.”

Robert J. Samuelson

Global IndustrializationGlobal Industrialization

*1 “Creating Mutual Benefits with China” Taichi Sakaiya

Industrial population*1

0

2

4

6

8

1980 2002

(b
ill

io
n 

pe
op

le
) 13%

20%

Industrialization of
• China & Asian 

countries
• East Europe

Industrialization of
• China & Asian 

countries
• East Europe
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Negative Opinions about China’s Future

Gordong G. Chang warns in “The Coming Collapse of China” that the Chinese 
Communist Party’s dictatorship will come to an end in 5 years after the WTO accession.

Ideology 
mismatch

n People’s interest in communism faltered 
as capitalism penetrated in China

n The cry for democracy has been 
increasing 

Corruption 
and insufficient 
infrastructure

nCorruption of the Communist Party at 
every level

n Poor infrastructure (water, 
environmental management, law…)

Negative impact 
of the 

WTO accession

nUncompetitive state-owned enterprises 
can’t compete with foreign companies

nCheap imported products may devastate 
China’s agriculture

nGrowing inequality between industrialized 
states and rural provinces

Increasing
Unemployment
and social unrest

Increasing
Unemployment
and social unrest

Increasing anger 
against 

the Communist Party

Increasing anger 
against 

the Communist Party
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China as a collection of “Regional Economies”

上海

杭州

Beijing AreaBeijing Area

Yangtze River DeltaYangtze River Delta

Dalian Dalian AreaArea

XiamenXiamen AreaArea

Pearl River DeltaPearl River Delta

Chongqing Chongqing AreaArea

Xian Xian AreaArea

Wuhan Wuhan AreaArea

Korea AreaKorea Area
Shandong Shandong AreaArea

Zhengzhou Zhengzhou AreaArea

南京

大連

青島

アモイ

重慶, 成都

Taiwan AreaTaiwan Area

台北

Seoul

広州
深セン

武漢

北京

西安 鄭州

Hong Kong AreaHong Kong Area

What is the “Chinese Market?”

1.3billion people in one nation

•23 regional states
•56 ethnic groups
•Huge economic and cultural 
difference among regions

1.3billion people in one nation

•23 regional states
•56 ethnic groups
•Huge economic and cultural 
difference among regions

BUT
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Economic Difference among the Regions

Population and per capita GDP (2000)

0

20

40

60

80

100

120

Ya
ng

tze
 Rive

r D
elt

a

(S
ha

ng
ha

i)

Pe
arl

 Rive
r D

elt
a

(G
ua

ng
zh

ou
)

Dalia
n 

Area

Beiji
ng

 Area

Xia
men

Area

Cho
ng

qin
g

Area

Sh
an

do
ng

Area

Zh
en

gz
ho

u
Area

Xia
n

Area

Wuh
an

Area

P
op

ul
at

io
n（

M
ill

io
n)

0

500

1000

1500

2000

2500

G
D

P
(U

S
D

，
pe

r 
ca

pi
ta

)

Not a “monolithic” marketNot a “monolithic” market
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Today’s Discussion Points

1. Is China a “threat” to Japan and the world?

2. What are the success factors for business in 
China?

3. What should the Government of Japan do?

1. Is China a “threat” to Japan and the world?

2. What are the success factors for business in 
China?

3. What should the Government of Japan do?

Questions (Examples)

・
・
・


