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CHINA®"S DIGITAL POLICY:
SYSTEM ANALYSIS AND IMPLEMENTATION
PROSPECTS FOR UKRAINE

A system analysis of the phenomenon of rapid growth in China’s digitalization pro-
cess was carried out. Various areas of digital transformation are highlighted. The analysis
of the main principles and driving force of China’s state digital strategy is carried out. We
found out that state support was the key to effective implementation of advanced technolo-
gies, wide and systemic implementation scale of China’s digital policy. A comparative analysis
of the transformational processes of digitalization of China and Ukraine was carried out.
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Background. Today the world is facing serious changes in all spheres
of human activity. Disruptive technologies and innovative products are emer-
ging at a tremendous rate; they improve existing business processes and
economic models. Expanding opportunities for the use of scientific and techno-
logical innovations are very important for transition to high-quality econo-
mic development of world leaders and developing countries. In this context,
digital policy is especially important, since it has become an integral part of
economic transformation process in modern world.
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Digital policy as a systematic method of managing digital economy
has recently been in the spotlight of business world and world scientific
community. Thanks to significant integration of digital technologies into real
economy, not only new and traditional industries are developing, but also
new development models and public administration are being created that
form country’s digital policy. This digital transformation has led to impro-
ved governance practices in many countries. The Organization for Econo-
mic Cooperation and Development estimates that digital economy in deve-
loped countries will have exceeded 62 % of GDP by 2030.

China is the largest investor and developer of new digital technolo-
gies. China is well positioned to rapidly commercialize digital business mo-
dels, primarily because of its very large domestic market of young and
energetic consumers. The Chinese government has an effective digital policy,
actively encouraging digital innovation and entrepreneurship, giving compa-
nies opportunity to experiment and offering support as an investor, deve-
loper and consumer of new technologies. China’s digital transformation has
already had a great impact on its own economy and will certainly have a big
influence on global economy in the future.

At first glance China’s leading position in digital economy is obvious.
The volume of GDP, the number of consumers and investments in digital
sphere are quite corresponding to the world leader level. However, implemen-
tation of China’s digital policy is more complex in view of the significant
development specifics of digital industry sector. An intensive study of the
historical reasons, trends, development factors and prospects for digital poli-
tics and China’s digital economy is the main research task. It is very impor-
tant, since digital policy determines the dynamics of economic development
of both individual countries and world business as a whole today.

Analysis of recent research and publications. The COVID-19 pan-
demic has intensified every aspect of the world’s digital transformation. The-
refore, many countries are strengthening their strategic approach to digital trans-
formation policies. OECD Digital Economy Outlook 2020 [1] provides an
analysis of the global Internet trends, global big data opportunities for busi-
nesses and consumers, and also new emerging security and privacy problems.

China has quickly overcome the pandemic and considers COVID-19
as an opportunity to rebuild its economy by putting digitalization first in line
with existing goals and plans. A. Larionov, E. Avdokushin, G. Ratz [2] and
B. Hou, J. Hong, S. Wang, X. Shi, C. Zhu [3] analyze the transition from the
administrative-command model of managing the Chinese economy to an open
economy with determining and guiding role of the state. The open door poli-
cy and the interaction of economy and education, as well as the use of
mechanisms and potential of the world economy, have become the most
important components of economic reform and the entire development model
of the Chinese economy. N. Sansa [4] examines the impact of China’s
industrial policy on digital economy based on available data from the World
Bank and UN reports.
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R. Arcesati [5], I. Danilin [6] emphasize China’s great influence on
the economies of Europe and the United States, but such influence cannot
become unlimited. The authors of the web resource [7] give interesting fore-
casts about development of the world economy in the future. Neither China
no the United States will have become a hegemonic state by 2030. Due to
communication technologies, power is moving to multifaceted and amor-
phous networks of state and non-state subjects that will be formed to influ-
ence global politics on various issues.

Nevertheless, China is one of the world’s largest investors and digital
activists, and is also home to one third of the world’s users [8]. L. Tomai-
chuk examines the phenomenon of economy’s digitalization using the
example of Chinese society. The administrative structure regulating techno-
logical areas and the regulatory framework is considered in [9]. Political,
economic, social factors of digitalization growth and the problems that
hinder digitalization process in China are highlighted. The resources [10-12]
provide comprehensive statistical information on the current state of China’s
digital economy.

The main focus of the analysis of publications is directed to the study
of China’s digital policy. K. Shi-Kupfer, M. Ohlberg [13], as well as other
authors [14] argue that China’s existing digital economy demonstrates stra-
tegic stability thanks to the appropriate stimulating policy of the Chinese
Communist Party, which implements an integrated digital strategy with
forecasting global power. D. Tiorkina examines the consistent implement-
tation of the state strategy for working with big data in her article [15]. Big
data is viewed by China as a strategic resource that will help advance deve-
lopment of the economy and improve its efficiency. R. Creemers [16] ana-
lyzes the implementation of the National Strategy for the Development
of Informatization, which is an important component of the general system
of China’s national strategy. The authors [17, 18] note the uniqueness of China’s
digital policy. Local regulation of the Internet means that international web
giants like Google, Facebook, YouTube and Twitter are completely blocked.
China has developed a parallel digital ecosystem that is completely different
from what we know in the West. There is Baidu instead of Google, Youku
is instead of Youtube, WeChat is a unique social media platform. O. Pish-
chulina in her article [19] underlines the serious concern of the world com-
munity in connection with the Chinese digital dictatorship and the establish-
ment of general control over Chinese citizens using digital technologies,
when it becomes possible to track every step, every person’s word, and in
the future, his thoughts.

This author, as well as D. Ovcharenko [20] and Yu. Trach [21] inves-
tigate the state of digital economy in Ukraine, and, in particular, the prob-
lems and prospects for the development of the domestic IT-market.

The aim of the article is a system analysis of China’s digitalization pro-
cess in using analytical and visual research tools and assessment of implemen-
tation prospects for the best practices of Chinese digital policy for Ukraine.
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Materials and methods. Official statistics of the development of China’s
digital transformation processes, analytical and statistical methods, compa-
rative analysis and empirical research were used in this article.

Results. China’s digital economy has rapid growth as against its own
historical outcomes and in comparison with other countries. The rate of China’s
e-commerce is so dynamic that the total transaction value exceeds those
of France, Japan, Germany, the United Kingdom and the United States.
Many regions of the country are digitalized with a greater degree of internet
accessibility and penetration than several key regions of the United States or
Europe. Chinese GDP in 2020 exceeded USD 14 trillion, which allowed
China to outstrip other major countries such as Brazil, India, and Russia.
According to the world digital competitiveness rating, China got 84.11 score
points, leaving behind EU countries though following the U.S. (figure I).
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Figure 1. 2020 IMD World Digital competitiveness rating
Source: explored by the authors on the basis of [22].

Quite improved knowledge and stable technology along with perma-
nently high future readiness pulled up China’s digital competitiveness (figure 2).

One of the active socioeconomic impetuses of China’s digital
economy is electronic commerce, strongly developed along with powerful
China’s digital environment, including intensive online payments, digital
search technologies, knowledge systems, digital social platforms, video hos-
ting, and cyber governance, Al, and quantum computing dynamics. E-com-
merce in China is steadily intensifying due to systematic approach to power-
ful digitalization of the national economy, wide mobile connectivity and
common public access to the Internet.
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Figure 2. Structure of China’s overall digital competitiveness rating

Source: explored by the authors on the basis of [22].

According to the estimations made at the beginning of current year, over
80% of population connects with financial institutions through their accounts,
and 48.8 % of Chinese individuals makes purchases and pays bills via the
Internet. Consumer interest and long-term use of the Internet, from product
search to purchase, have been more prevalent in Chinese consumer behavior
than in any other country. Over 72 % of Internet users (aged from 16 to 64)
surfed the Internet for a product purchase, while 91.5 % of them visited
online stores from any devices, but not all of these searches succeeded. On-
line purchases were made by 77.4% of these Internet users, while mobile
purchases got even lower level of successful completion, 64.3% at the
beginning of 2021.

China’s digital policy succeeds actively through the Internet usage.
The rate of digital access of Chinese population gets high along with the
increase of urban growth at the beginning of 2021 (figure 3).

TOTAL MOBILE INTERMET ACTIVE SOCIAL
POPULATION CONNECTIONS USERS MEDIA USERS
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61.9% 111.8% 65.2% 64.6%

Figure 3. Mobile, Internet and social media use in China

Source: explored by the authors on the basis of [11].
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Distribution of active categories of Internet users in China by the type
of device is shown below (figure 4).
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Figure 4. Percentage of active Internet users aged from 16 to 64, by kind of device

Source: explored by the authors on the basis of [11].

Mobile access to the Internet is widely popular in China due to a wide
range of mobile devices. In January 2021, the percentage of the Internet users
via mobile phones has increased to over 93 % [11]. There is almost comp-
lete coverage (94 %) of 3G-5G broadband connection for all mobile con-
nections. Due to modern technical capacities, the level of availability of appro-
priate services and the Internet content provided to the final users was esti-
mated over 81 % for mobile Internet users. Digital payments, reached by mobile
Internet usage, turned to proactive and state-supported mobile commerce
development. Thus, over 34 % of population use mobile devices (e.g. Sam-
sung Pay and Apply Pay) to pay online monthly.

One of the most promising areas of close attention of Chinese IT deve-
lopers is the Internet of Things (IoT). The potential of this country with 64 % of
global cellular network connections is huge and up-and-coming [23]. China
explores mobile [oT LPWAN technologies by over 750 operators, including
top IoT businesses like nAO, JUSTPRO, Saelum, Neusoft Corp and others [24].
Multiple cases of IoT includes installation of numerous loT sensors for
environmental and utility monitoring on over 35 km Jinyang area, alarm
systems, temperature sensors across China, and other urban digitalization
advancements. China uses 5G technology and accelerates [oT development
and its penetration in all economic sectors. The large companies rating in
the World IoT Convention are Huawei, China Unicorn, Alibaba Cloud,
CETC, Softbank, and Haier U+.

Digitalization of the Chinese economy is the result of the strong well-
grounded digital strategy implementation. The conducive drivers of such
global force are large population of Internet users (939.8 million users in
January 2021, which is more than in the European countries and the USA),
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intensive volumes of e-commerce (over 40 % of the world e-commercial
transactions volumes), high value of start-ups as innovation entrepreneur-
ship incentives (over USD 1 billion value), favorable active ecosystem for
investment in digital start-ups, active development of mobile payments
(over 10 times more than in the USA), powerful digital business innovators,
media companies mergers, which empowered the consolidated Chinese media
power, and other impetuses [25-28]. Despite such digital market compe-
titive advantages, China continues searching for other growth drivers for the
world digital leadership.

China’s digital policy is built on the concrete and well-developed
political initiatives to implement ambitious and assertive intentions in digital
area. The landmark of Chinese aspiring growth is digital strategy of the country.
It pursues stable growing rate of socioeconomic life, effective governance,
global digital leadership, and combined economic and security targets. Accor-
dingly, the political initiatives provide this strategy implementation in for-
mation of the world’s digital standards, technological impact and Chinese
ambitious state-owned business expansion. The issued National Informati-
zation Development Strategy 2006-2020 is China’s long-term evidence to
regulate digital change globally, which will bring modernization of gover-
nance and networking power. China’s stated strategy intertwines with vision
of strategic positioning and rejuvenation of the nation’s development poten-
tial. Political regulation makes significant emphasis on digitalization as a means
or tool for implementing many ambitious plans to achieve leadership
in global digitalization. This standardizing document formulated China’s main
policies in informatization.

Large-scale strategy and accompanying policy of confident China was
built on the guiding ideology and political organizational background. Ad-
hering to the Socialism with its Chinese typical identity, the digital strategy
and policy reflected the ideas of the 3, 4" and 5™ Plenums of the 18"
Congress and 19" Congress of the China Communist Party, "Three
Represents", and Xiaoping Theory [16]. Chinese policy focused on innova-
tive and regulated development ideas and closely interweaved with the
"Four Comprehensives" and "Five to One" arrangements. Thus, China’s large-
scale digitalization, a great interest in collaboration and long-term invest-
ment projects of modernizing smartification has a solid political and ideo-
logical background that regulates adherence to socialist ideals in the global
market and active competition for digital leadership.

China’s digital policy and strategy follow the formalized principles as
the regulatory guidelines. Comprehensive development aspiring to the wel-
fare and prosperous economy denotes inclusion of all common trends in an
industry, focus on both state and local scale, permanent communication with
government, amalgamation of all long- and short-term goals, and compre-
hensive and coordinated approach to digitalization [16]. Another principle
denominates innovative character of the economic growth. It was the attitude
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to the strengthening of own growth factors and solving environmental
changes and risks. Chinese governance of digitalization led to economic
leadership, which went beyond competition with anyone except time. The
chosen way of Chinese politicians intentionally invoke ubiquitous changes
in economy, including all business models and sectors, society, culture, eco-
logy, and defense in the broader area.

Implementation of China’s digital policy has extensive systematic
scale. Common vision of the accepted strategy of wide informatization empha-
sizes main technologies development, implements indigenous innovations,
as well as advanced infrastructure building [16]. Paying tribute to total
infrastructure informatization, the government motivates competition among
the enterprises of various ownership forms, moving towards controlled
infrastructure in both urban and rural areas.

The country focused external influence and integration on the prevai-
led presence of own businesses and leadership in global digital governance
although Chinese digitalization strategy followed collaboration principle
and mutual benefits. Chinese politics attempted to strengthen its ambitious
influence on the global digital markets and large foreign markets as it is
active participant in cyberspace advancements and interested in global and
local digital control. State support of the large Chinese IT-companies enga-
ged in digital infrastructure consolidated and promoted their leading posi-
tions in communication, e-commerce, online payments, and other digital sectors.

Internal control of Chinese authorities over digital activity is notable
for its scale and comprehensiveness. Despite large number of the Internet
users connected through broadband network, internal digital space is highly
regulated by the state. Digital policy regarding anonymous activity, freedom
of access, open data resources differs from other large countries like in the
USA, where liberal and democratic approach is declared to these aspects
of Internet use by the individuals [29]. The published content of the Internet
users is of the same responsibility of Internet providers, that makes them
caring of own place in the Internet area and adhering to the Chinese laws on
eligible or not eligible information publication. The Chinese Cyberspace Admi-
nistration performs the review of all products explored in the crucial infra-
structure to pursue cyber security through the source code exposure. This
may limit the activity of foreign organizations in the Chinese ICT market.
Moreover, China’s digital policy obliges internal companies to store any per-
sonal data and prove whether their transfer abroad is required for normal
economic activity. Therefore, advanced ICTs are necessary to handle these
tremendous data volumes.

The US and European concerns of the Chinese digital growth lie in the
fact their large media and IT companies have comparatively little presence
and impact on such a huge market occupied by the strong local competitors
and consolidated power. Thus, the largest social media companies Twitter,
Facebook or Google are not widely present in China; meanwhile, active
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Internet users in China have access to Baidu, WeChat, Weibo, and other
search engines and social platforms for the Internet surfing and commu-
nicating [17]. On other hand, such capital-raising businesses like Huawei or
Alibaba have entered the European telecom, network, online payment seg-
ments of digital market. Instead of participation in the UN’s 5G develop-
ment schedule, the experts from China lead in ISO 5G expert group, enro-
lling in the global digital regulatory [13].

National protectionism that corresponds to the Chinese strategic deve-
lopment in the digital area appears as a risk to the world macroeconomic
competition mode. Goal-seeking, ambitious and self-confident power of the
Chinese digital policy underlies in common China’s economic system, which
presents the integral model combining strong organization, competition, entre-
preneurship of market economy along with planning of economic growth
and active state participation in strategic implementation [18]. Substantial
China’s aid to own companies, including those which operate worldwide, is
blamed by the US and European officials for intervention of market com-
petition on the international level. They consider it as unfair advantage
in international competition. Nevertheless, IT giants are still interested in own
growth in the Chinese economy. Thus, Microsoft, Amazon and IBM provide
cloud computing services to domestic Chinese enterprises to strengthen
digital data security [18].

Unlike China, Ukraine is just beginning its way to systemic digita-
lization. Underestimated and unpretentious Ukrainian knowledge subfac-
tors, technology and digital readiness keep Ukraine on 58™ place in the
world ranking (figure 5). Moreover, Ukraine has achieved almost no
progress in the ranking of digital competitiveness over the past 5 years.
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Figure 5. Structure of Ukraine’s overall digital competitiveness rating

Source: explored by the authors on the basis of [22].

The rate of IT development in Ukraine is really impressive. In 2012,
the contribution of IT to the country’s economy was 0.8 % of Ukraine’s
GDP, and now is more than 4 % [20; 30]. Today, the export of IT services
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in Ukraine brings more than 5 billion dollars per year, while in 2013 this
mark barely reached 2 billion [20]. In 2017, the IT sector broke into the top
three largest sectors of Ukraine’s economy in the export of services, and
in 2020 for the first time became the leader in this list. However, despite the
constant desire to increase Ukraine’s digital competitiveness in the world
market, in particular, due to technological, resource, educational and infor-
mation cooperation with foreign countries, including China, our country
must form a clear direction of stable digitalization.

Finally, we present the factors and peculiarities of Chinese digital
policy that Ukraine should analyze and adopt:

« strategic approach and active creation, development and/or import of
technologies, know-how, and other innovations nudged China forward through
several technological orders, which in turn gave an impulse to technological
export (it has grown in 130 times in 1992-2013) [18];

. state funding of science and education as original environments for
innovation development and creative thinking; strong connection between re-
search centers and educational institutions as well as with industrial enterprises;

« creation and support of Free Economic Zones (5 FEZs, 32 technolo-
gical and economic development zones, 15 free trade areas, 14 cross-border
economic cooperation areas) to attract foreign direct investments, new tech-
nologies, and qualified talents as well as ensure the monitoring of advanced
digital trends and the related world processes [31];

o domestic competition of local authorities in attracting investments
as one of the system components of digital development;

« creation of fertile ground and environment for developing and foste-
ring of IT startups, banking sector engagement in funding and supporting
innovative projects [32— 36].

These features of digital orientation of the Chinese economy are for-
med within the framework of a systematic approach to formation and deve-
lopment of socio-economic leadership of the country on the world stage.
The unification of all spheres of the national economy and active participa-
tion in international processes are progressive due to the active state support
of digital innovations and the national goals system of economic and poli-
tical ways of China.

Conclusion. Today, China is one of the cohorts of world leaders
in digital transformation. Such gains should primarily be linked to the effecttive
digital policy of the Chinese government, which actively encourages digital
innovation and entrepreneurship, acts as an investor, developer and consu-
mer of new technologies. China’s digital development is thriving through
the system approach, which includes digital policy, adherence to digital stra-
tegy, active public policy, open financial support, intensive use of the Inter-
net and mobile networks, IoT and other information technologies, proactive
international activities, domestic protectionism and other factors. These dri-
vers of China’s successful digital system policy are evidenced by the analy-
tical and visual results of the study.
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Ukraine begins its way to systemic digitalization, despite the less
ambitious rate of its digital development, it has a unique opportunity to learn
from the experience and best practices of China’s digital transformation.
Implementation prospects of the best Chinese practices in digital policy in
Ukraine are high if a similar systemic approach to comprehensive digital
changes is followed.
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Ma3zapaxi A., Pocknaoka A., Ieanosa O. Lugposa nonimuxka Kumaro: cucmem-
HUIl aHaniz i nepcneKmueu 6nPoO6aAdIHceHHs ona Yxkpainu.

Ilocmanoska npoonemu. Llugposa nonimuxa ax cucmemHui Memoo YAPAGIiHHA
YUPPosow eKOHOMIKOI OCMAHHIM 4ACOM 3HAXOOUMbCSL 8 YeHMPI yeazu ceimogo2o bisHecy
i c8imosoi nayrxosoi cninbnomu. L{ugposa mpancopmayis Kumaio edxce mae enudokuii
BNIUB HA GLACHY EKOHOMIKY [ 8 MAUOYMHbOMY CYMMESO SNAUBAMUME HA CBIMOBY eKOHO-
MIKY, Y MOMY YUCHi U HA eKOHOMIKY YKpainu.

Takum yunom, axmyanbHUM OOCTIOHUYLKUM 3A60AHHAM € PEemebHe GUEUEHHS ICMo-
PUYHUX NPUYUH, MeHOeHYil, akmopie po3eumKy ma Nnepcnekmué yugpoeoi nomimuxu
Kumaro, sika muni eusnHauae OUHAMIKY eKOHOMIYHO20 PO36UMKY SIK OKpeMUX KpaiH, mak
i c6imogo2o bizHecy 3a2anom.

Memoto cmammi € cucmemuuil ananiz npoyecy yugposizayii 6 Kumai 3a donomo-
2010 QHATIMUYHUX MA BI3YATLHUX THCMPYMEHMI8 00CHIONCEeHHS, OYIHKA NepCneKmus enpo-
8A0HCEHHS HAUKPAWUX NPAKMUK KUMALCbKOL yugposoi nonimuku 6 Ykpaiui.
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Mamepianu ma memoou. Y cmammi UKOpUCMAHO OQIYitiHI cmamucmuyni 0awni
w000 po3sumky npoyecie yugposoi mpancgopmayii Kumaro, ananimuuni ma cmamuc-
MUYHI Memoou, NOPIGHANLHUL AHAI3 A eMNIPUYHI O0CTIOHCEHHSL.

Pe3ynomamu docnioxcennsn. Ilposedeno cucmemHuil ananis oeHomeHy 8ub6yx08020
npopugy npoyecy oudscumanizayii ¢ Kumai. JJocniosxceno pisHi cghepu yugposoi mparc-
Gopmayii: enexmponna Komepyis, UKOPUCMAHHSL THMePHemy ma MOOILIbHUX MeXHON021l,
iHHOBayiiHa nolimuKa Kpainu y cpepi oudxcumanizayii. 30iticHeHO aHani3 OCHOBHUX NPUH-
yunie ma pywiuHoi cunu OepiicasHol yudpoeoi cmpameeii Kumaio. JJosedeno, wo 3ano-
PYKOI0O eeKmusHo2o 8nposaodicentsi nepedosux mexHoro2il € 0epaicagna niompumka ma
wiuporul i cucmemHutl macwumad peanizayii yugposoi nonimuxu Kumaio. IIposedeno nopis-
HAILHULL aHAN3 mpancgopmayitinux npoyecie oudscumanizayii Kumaro ma Yxpainu. Ceop-
MOoB8aHO cucmemy pakmopie, AKi € nepcneKmusHUMU 0Jisi BNPO8AOJICeHHs 8 YKpaini: cmpa-
meeiuHull nioxio 00 po3poOAeHHs Ma IMNOPIY HOBUX MEXHONO02IU, 0epIicasHe (DIHAHCYBAHHS
Hayku U oceimu y chepi po36UMKy IHHOBAYIUHUX MEXHONORIL, CMEOPeHHs Mmd NIOMpUMKA
BIILHUX MEXHONIOSTUHUX MA eKOHOMIYHUX 30H OIS 3AIY4eHHs NPSMUX [HO3eMHUX [Heecmuyill,
YUBINI308aHA MA BIOKPUMA KOHKYPEHYIsL HA 6HYMPIUHbOMY TH8ECIUYILIHOMY DUHKY.

Bucnoexu. Cvo200ni Kumaii no npagy 6xooums 00 Ko2opmu Ceimosux aioepie yug-
posoi mpancghopmayii. Taki 3000ymxu nepedycim ciio nos sa3yeamu 3 eeKmusHoI0 YUGPosoo
NOAIMUKOI0 KUMACLKO20 YpAdY, SAKUU AKMUBHO 3A0XOYYE yu@posi inHosayii ma nio-
NPUEMHUYMEBO, € THBECMOPOM, PO3POOHUKOM MA CRONCUBAHEM HOBUX MEXHONOIIL.

Ykpaiuna, sixa minoku po3nouunae ceill WX y HANPAMKY CUCMEMHOT yugposizayii,
MA€E YHIKAILHY MONCIUBICIb NEPelHsmu 00C8io | Kpauji npakmuxu yu@poeoi mparcgop-
Mmayii Kumato.

Knwuosi crnosa: undposa momiThka, CTpaTeris JUHKATANI3AMIT, THPPOBI TEXHO-
norii, ekoHoMiKa Kurato, ekoHOMiKa YKpaiHu, iHBeCTHUIIIIHA TOTITHKA.
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