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Global media lavishly covered the 20th NPC, beforehand speculating on 

personnel; afterwards, speculating on what the key messaging means
Generally, the consensus take seems quite pessimistic…

Key concerns/questions of the “foreign community” in the 

runup to the NPC….

▪ Will there be some rebalancing of power?

▪ Will market reformers gain influence – especially over the economic and 

foreign affairs agendas?

▪ Adjustments to Zero COVID?

▪ Economic support package and planned reforms?

▪ Clarity on “opening and reform” position?

▪ Softening of foreign policy positions?

▪ Softening of military/national security policy positions?

▪ More accommodative stance on US-China relations?
(*not one mention of US in work report)

Prevailing global media opinion on NPC 

outcomes…

NO

NO
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NO

NO
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NPC Work Report
Development and Security are clearly top priorities. The assumption that the two are mutually exclusive 

warrants careful thinking…

General Interpretations…

▪ No Policy Course Change – Confirmed and re-emphasized the policy and development 

trajectories established over the last 10 years, and especially since the 19th NPC of 2017.

▪ Defensive Orientation – Framed China’s challenges in a somewhat dark and defensive 

tone – emphasis on countering threats from inside and outside through “unity and struggle”. 

Raised bar on international threat perception – wartime mobilization contextualization:

✓ Comprehensive national power building via industry and technological might

✓ Military modernization and readiness

✓ National security vigilance across all domains

▪ Scant Economic Policy Signals – No countermeasures for addressing economic 

weakness, Zero COVID economic impacts, deteriorating Sino-western trade and investment 

relations, etc.

▪ Praise for COVID containment achievements – suggests no policy change is coming 

soon re ‘dynamic Zero COVID’.

▪ Overarching Objective – There is a “stay the course” message in the call to achieve “The 

Great Rejuvenation of the Chinese Nation” in all respects via “Chinese Style Modernization”.

High Quality Development

Nationalism  & Statism

Military Modernization & Readiness

Assertive Foreign Policy

Extreme National Security Vigilance

Self Sufficiency

Key Themes

Common Prosperity
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The NPC work report and related domestic commentary underscore the 

fundamental shift of Xi’s “new era” – something imperative for business leaders 

and boards to recognize, accept, and adjust for…

▪ Up until Xi’s tenure, the prevailing assumption was 

that China’s economic and governance environments 

would gradually become more like advanced, 

westernized markets.

▪ Xi Jinping has made very clear that China is 

“reforming” toward a new model that builds on 

historical strengths and unique Chinese 

characteristics.

▪ This leads to a new perspective that the main 

challenge is for US and China to recognize 

fundamental and enduring differences in one 

another’s economic and governance models: 

✓ The US, EU (and allied) and China need to find a way to 

coexist peacefully.

✓ MNCs need to find a new way of doing business in “New 

Era” China.

→ Chinese Style 
“Democracy”

→ Chinese Style 
Socialism

→ Western Democracy
→ Western Capitalism

→

→

One World – Two Systems…
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Divergence issues notwithstanding, a deeper dive into the work report reveal 

many strong alignment points for foreign investors…

THE ECONOMY

Emphasis on improving growth 

quality, sustainability, and living 

standards. 

INDUSTRY

Emphasis on modernizing 

manufacturing and improving 

industrial value chain productivity. 

TECHNOLOGY/STEM

Emphasis on resolving innovation 

environment deficiencies.

FOREIGN INVESTMENT

Tacitly recognized as an essential 

necessity for high-quality 

development and innovation.

MILITARY

Emphasis on accelerating 

capability advancement and battle 

readiness – offensive and 

defensive.

Note: Alignment opportunities on environmental sustainability 

and climate transition support are many and were covered 

extensively in the June 2022 China CEO Council (here)

https://www.conference-board.org/publications/ccc-leveraging-climate-transition-value-proposition-ES
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Indeed, contrary to global media reporting, even before the 20th NPC dust has 

settled, several recent developments suggest that pragmatism still holds 

sway…

The Xi-Biden G20 meeting comes at 

a very interesting time…

▪ 20th NPC is over – Xi prevailed.

▪ US midterm elections are over – Biden 

arguably prevailed.

▪ Both leaders are past extremely 

demanding domestic political events.

▪ Both leaders are emerging from these 

events in positions of strength.

▪ Both leaders can presumably now turn 

attention from political optics to policy 

solutioning.

What are the prospects that 

a closer relationship 

between Xi and Biden will 

redirect efforts from 

destructive to constructive 

engagement and provide 

some resolution of trade and 

investment restrictions?

Responses to foreign investor 

concerns?

✓ NDRC proclamation inviting foreign 

investment and affirming fair 

treatment. (Oct 11)

✓ State Council proclamation promising 

to gradually mitigate ‘dynamic Zero 

COVID’ disruptions. (Nov 13)

✓ 16 supporting measures to stabilize 

real the estate sector and cushion 

growth. (Nov 13) (unconfirmed)

✓ Neutral, if not positive, framing of Xi-

Biden meeting and apparent 

concurrence with “guardrails” 

concept. (Nov 13)
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The “ideal outcomes” envisaged by Chinese leaders – by Xi Jinping – define 

the MNC and foreign investor play-space in the “new era”

When everything is labelled a “top priority”, what are the real top priorities? 

The Classic Learnings…

▪ Whether for Five Year Plans, Work Conference reports, CPPCC meetings, or National 

Party Congresses, the vast plans presented are always far beyond what is achievable 

and presented without clear priorities.

▪ Nonetheless, supporting the formally presented plans is a requirement for local Party and 

government officials. It is also a common requirement for MNC executives in China.

▪ The plans map the “regulatory space” for business in China. Grasping drivers of regulator 

behavior is as important as studying published policies and regulations. Regulator 

negotiations and decisions are guided by strategic considerations rather than by written 

law or principal.

▪ We describe the goals behind a regulation as the “ideal outcomes” envisioned by 

Chinese leaders.

▪ A regulator’s pursuit of ideal outcomes, tempered by his/her local and even personal 

interests, is the most important lever for business in shaping market access and 

regulatory support opportunities.

▪ New Era ideal outcomes are being expressed more explicitly than in past administrations, 

and the gaps between indigenous capabilities and the ideal outcomes are wide.

These gaps define the MNC business opportunity.

Power of Regional 

Implementers

Motivations of 

Regulators
up and down verticals

Guiding Intentions

The factors driving regulatory outcomes 

in China…

Ideal Outcomes
as envisioned by top 

leader(s)

Written Policies & 

Regulations

▪ Revealed in campaign 

statements

▪ Revealed by specific 

commercial/political 

economy outcomes

▪ Revealed by 

regulatory 

determinations

▪ Typical reasons for 

MNC decisions and 

focus of OCGs

▪ Commercial decisions 

tend to ultimately 

happen at the bottom
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For most MNCs, there is much headroom for growth in China
Myriad pressures – external and internal – will keep the door open…

Key Premises –

1. The national security and comprehensive national power agendas are at odds with restoring economic dynamism 

and sustainable growth. These agendas will be tempered in favor of ensuring economic vitality. 

2. Amidst deteriorating economic conditions and foreign relations, the need for foreign investors will only increase.

3. Macro slowdown – even a hard correction – may present more upside than downside for most MNCs competing in 

China.

4. Contributing to economic needs is imperative; but it’s not enough. MNCs must somehow align with the ‘new era’ 

ideological agenda – somewhat akin to a “corporate purpose” for China.

5. Government relations is the key strategic lever in the new era. A significant upgrade to the GA function, and the 

inculcation of a GA mindset across top leadership, is required.

6. A changing China requires changed thinking, approaches, and plans – a “reset” from the status quo approach of 

the last 2+ decades. This difficult rethinking and planning exercise should be done in close cooperation with HQ to 

reestablish strong alignment. 
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The national security and comprehensive national power agendas are at odds 

with restoring economic dynamism and achieving sustainable growth

The possibility for a prolonged period of under-

potential growth looms large…
TCB alternative series estimate
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Decomposition of Chinese Growth –

Productivity performance is the main challenge
TCB alternative series estimate
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PREMISE 1

Effectively dealing with 840 million low-

educated, low-income rural citizens I 

China’s most pressing  challenge…
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Amidst deteriorating economic conditions and foreign relations, the need for 

foreign investors will only increase.

▪ In times of economic stress, MNCs are more valued 

and recognized as providers of quality investment, 

employment, tax payment, ecosystem enablement, 

and CSR. 

▪ MNCs may very well constitute President Xi’s vision 

for “orderly expansion of capital” and “high-quality 

growth”.

▪ In times of geopolitical stress, the “bridging function” 

that MNCs can provide in foreign relations also 

becomes invaluable.

▪ The recent NDRC circular (opposite) and PSC/State 

Council pronouncement on Dynamic Zero COVID 

adjustments are bellwethers.

THE NDRC 15-POINT NOTIFICATION
Regarding Several Policy Measures To Promote the Quantity, Stability, and 

Quality of Foreign Capital, With the Manufacturing Sector as Focus 

▪ A “notification” to provincial level authorities.

▪ Formally dated October 13 – prior Xi’s Work Report keynote.

▪ Arguably nothing new, but a strong reiteration. No milestones or timelines given.

QUANTITY

Increase inbound 

investment

✓ Improve investment 

environment

✓ Reduce negative list

✓ Guarantee “national 

treatment”

STABILITY

Strengthen FDI services 

and support

✓ Simplify administrative 

process

✓ Expedite work visas and 

executive travel

✓ Facilitate regional trade 

agreement benefits

✓ Facilitate factor access: 

finance and physical 

plant

QUALITY

Incentivize investment in 

target industries

✓ Tax incentives; 

technology incentives

✓ Standards setting 

participation

✓ Regional development 

incentives

✓ Clean energy provision

PREMISE 2



11 © 2022 The Conference Board, Inc.  |  www.conferenceboard.org

Macro slowdown – even a hard correction – may present more upside than downside 

for MNCs competing in China.

Market access and regulatory hospitality are more determinant of MNC opportunity in China than topline economic 

growth…

▪ Rising tides and lowering tides…

✓ High-growth excesses tend to enable irrational competition.

✓ Low-growth stresses tend to implode weak balance sheets.

✓ Weakening growth in China means reduced credit resources, especially for credit unworthy firms.

▪ MNCs have experience managing through down-markets. Few Chinese firms do.

▪ Down-market periods present opportunities:

✓ For expedited regulatory approval from desperate local regulators.

✓ For share gain vis-à-vis weakened domestic competition.

PREMISE 3
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Contributing to economic needs is imperative; but it’s not enough. MNCs must 

somehow align with the ‘new era’ ideological agenda.
It’s equivalent to a “corporate purpose” for China…

MNCs have the opportunity provide solutions that connect policy ambitions 

to socioeconomic realities, and thereby define what ideological policy 

objectives can mean in practice…

▪ Even after the 20th, policy priorities remain at the ideological level.

▪ Policy guidance, if any, is high-level and vague (if existent) – i.e. aspirational 

objectives with undefined pathways.

▪ Party and government leaders must meet to discuss interpretations and 

requirements.

▪ Amidst the current, highly politicized environment, tangible solutions are 

unlikely: expressing strong opinions and engaging in debate is too high risk.  

▪ In this vacuum, the space exists for MNCs to workout practical solutions on 

the ground.

▪ Solutioning with government stakeholders can soften self-sufficiency 

orientations.

PREMISE 4

Common 

Prosperity

Signature Ideological Concepts…

Dual Circulation

Ecological 

Civilization
Self-Reliance

Indigenous 

Innovation

New 

Development 

Pattern
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Government relations is the strategic lever in the new era.
A significant upgrade to the GA function, and the inculcation of a GA mindset across top leadership, is 

required…

It’s equivalent to a “corporate purpose” agenda for China:

✓ Ascertain “ideal outcomes the Company can contribute to.

✓ Evaluate choices to identify those where maximum alignment and value addition are 

possible.

✓ Select target ideal outcome(s).

✓ Quantify current and potential contributions.

✓ Articulate value proposition stressing ideological alignments and value delivery – build the 

narrative.

✓ Identify business model adjustments that can maximize contributions going forward.

✓ Design and implement communications and engagement plan to convey value proposition 

to government stakeholders, the public, employees, and investors.

How can you get a clear 

picture of the “new” priorities 

and KPIs for the local 

government stakeholders of 

most consequence to your 

business?

PREMISE 5
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The Reset Imperative
A changing China requires considerable new thinking, new approaches, and new plans – a “reset” from the status 

quo of the last 2+ decades. This difficult exercise must be done together with HQ.

Pressing tasks…

✓ Form a new “long view” for China.

✓ Revise expectations for growth and profitability.

✓ Revise assumptions for market access, regulatory 

engagement, and competitive conditions.

✓ Focus on developable and defensible niches.

✓ Recontextualize China in global operations – sourcing, 

sales, new product development…

✓ De-risk critical exposures: supply chain, revenue 

streams, IP…

✓ Localize to secure defensible market positions –

calibrate investment levels to tangible, near-term ROI 

expectations.

✓ Undertake deep contingency planning and worst-case 

readiness preparation – have a “Plan B”.

Headquarter involvement and alignment is critical to 

success…

1. Align views on risks and mitigation requirements.

2. Align views on opportunity evaluation – near- and long-

term.

3. Address concerns about operational divergence, 

autonomy and control.

PREMISE 6
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Place cover photo here

Founded in 1916, The Conference Board is the 

member-driven think tank that delivers trusted 

insights for what’s ahead. To be durably successful 

in China, you need continuous and reliable 

foresights on China’s economic trends, political 

economy influences, consumer market shifts, trade 

and geopolitical factors, and business environment 

dynamics specific to MNCs in this market.

Our independence, deep China experience, and 

hardnosed data work yield unique insights that 

inform and improve your business planning. In 

joining our China Center, you gain access to an 

unmatched market intelligence platform and an 

exclusive peer network for exchanging perspectives 

on your highest priority issues. The Conference 

Board China Center public purpose work is made 

possible by virtue of funding support and thoughtful 

guidance from our China Center Executive 

Members.
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