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Hainan

ince the beginning of 2020,

President Xi Jinping has

been emphasizing the need

to foster a new development
paradigm in which the domestic
market plays the main role, and the
domestic and world markets com-
plement each other, in order to
ensure sustainable development.
Accordingly, the recent Central Eco-
nomic Work Conference charted
out the country’s economic course
for 2021.

And as part of the new “dual cir-
culation” development paradigm,
the island province of Hainan is
integrating the construction of its
free trade port into the country’s
overall development plan based on
its actual conditions. The new
“dual circulation” development
paradigm is based on “internal cir-
culation” (domestic economy) and
aimed at integrating internal circu-
lation with “external circulation”
(global economy) to develop new
advantages for China in the global
market, while the Hainan free
trade port is designed to promote
China’s further opening-up in the
new era. Despite their seemingly
different emphases, the two share
the same goal of sustainable devel-
opment.

Further opening up
domestic economy

The new development paradigm
is not about pursuing closed domes-
tic circulation. Instead, it is about
synergizing the domestic and global
markets. Despite emphasizing the
strategic importance of boosting
domestic demand, the new develop-
ment paradigm does not mean Chi-
na is closing the door on the outside
world or abandoning foreign mar-
kets, rather it is about further open-
ing up the Chinese economy to the
outside world. And given the ever-
intensifying anti-globalization sen-
timent in many economies, it will
help the government meet the Chi-
nese people’s growing demand for a
better life.

The new development paradigm
emphasizes that China deepen sup-
ply-side structural reform to strike a
dynamic balance between supply
and demand. And to achieve this
goal, the country needs to promote
higher-level opening-up by, among
other things, lifting the institutional
barriers that hinder the flow of fac-
tors of production to attract more
global resources to China. Also, Chi-
na should make more efforts to
build a fair, reasonable and trans-
parent system of global economic
and trade rules, advance trade and
investment liberalization, and pro-
mote greater openness, exchanges
and integration of the global econo-
my.

Incidentally, all these are also the
major tasks for the Hainan free
trade zone, which will act as the

Z.part of new opening-up paradigm

intersection of internal
and external circulations. And
given its special advantages in
terms of geographical location and
connectivity, Hainan is in a good
position to become the meeting
point of the domestic and global
economy.

Middle node connecting
China and Southeast Asia

Hainan is China’s southernmost
province, which, from a global per-
spective, is the node connecting
China and Southeast Asia, the two
most dynamic economic regions in
the world at present. A four-hour
flight from Hainan can cover 21
Asia-Pacific countries and regions,
which account for 47 percent of the
global population and 30 percent of
the world’s GDP — and an 8-hour
flight can cover 59 countries and
regions, comprising 67 percent of
the world population and 41 per-
cent of the global GDP.

The Hainan free trade port will
adhere to high-level international
trade and economic rules, and thus
have special opening-up policies in
terms of taxation and cross-border
flow of factors of production. By
making good use of these policies,
the province will attract domestic
and foreign goods, investments, tal-
ents, technologies and other factors
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And as part of the new “dual circulation” develop-
ment paradigm, the island province of Hainan is
integrating the construction of its free trade port

into the country’s overall development plan based

onits actual conditions.

of production, while facilitating
their flows between the domestic
and international markets. Which
will make the island not only a
“transit” hub but also a link
between the domestic and global
economies.

The signing of the Regional
Comprehensive Economic Part-
nership agreement a few weeks
ago has created new development
opportunities for the Hainan free
trade port and will help the prov-
ince use its geographical and poli-
cy advantages. For example, the
growth in trade among the RCEP
member states will increase the

flow of people, goods and services
in the region, and Hainan is per-
fectly placed to act as a transit
hub for them.

Policy advantages
of free trade port

Hainan can use its policy advan-
tages in tax exemption for offshore
and daily consumer goods to pro-
mote consumption, expand pur-
chase channels and attract more
high-end consumer goods, which
will help upgrade domestic
demand.

Hainan will also use the advanta-
ges it enjoys in some other fields as

well as the special free trade
port policies to work out new
business models with greater opera-
tional value, so as to promote inno-
vation-driven industrial chains.
And through its special policies and
sales channels, the Hainan free
trade port will provide Chinese con-
sumers with more quality foreign
products and services at lower pri-
ces. This will prompt more and
more Chinese people who travel
abroad mainly to purchase foreign
products to visit Hainan instead to
buy these goods and thus boost the
internal circulation.

Keeping in mind the huge amount
of money Chinese people traveling
abroad spend, Hainan will focus on
opening more offshore duty-free
shops, developing medical tourism in
the Lecheng pilot zone and establish-
ing an international education cen-
ter. This too will help keep the money,
which the Chinese tourists otherwise
would have spent abroad, within the
domestic market and therefore boost
the domestic economy.

Since the implementation of the
offshore duty-free shopping policy,
Hainan has seen rapid growth in
sales. From July to November, 2.4
million shoppers spent 15.72 billion
yuan ($2.68 billion) in Hainan’s
duty-free shops, a year-on-year
increase of 61.7 percent and 205.4

percent respectively. The growth
potential is still high.

Chinese tourists spent an esti-
mated 1 trillion yuan overseas in
2019. Assuming there is no increase
in the amount in the next five years,
even if Chinese travelers spend 10
percent of that amount in Hainan
in the next two years to buy such
products, the island will attract 100
billion yuan by 2022. Add to this
the Boao Lecheng International
Medical Tourism Pilot Zone’s goal
of offering the Chinese people the
fastest access to the most advanced
medical devices and health servi-
ces, and you have huge business
potential.

So far, the first new drug used
simultaneously by patients in China
and the rest of the world has been
launched in Hainan, and more than
110 medical devices available on the
island have not been introduced in
the rest of the country.

Hainan will also strive to address
the thorny development issues
through institutional integration
and innovation, as well as by study-
ing ways to establish branches of
public hospitals, promoting medi-
cal reform such as separating medi-
cine sales from medical treatment,
and expediting the implementation
of the free trade port policies, so as
to create a model project to inte-
grate Hainan’s development plan
into the country’s new develop-
ment paradigm.

The free trade port’s zero tariff
policy for raw and auxiliary materi-
als and tariff exemptions for goods
with over 30 percent value added
imported by the Chinese mainland
will facilitate the development of
Hainan’s high-tech and advanced
manufacturing industries. The list
of zero tariffs on raw and auxiliary
materials has already been
approved by the State Council, Chi-
na’s Cabinet, and some related poli-
cies have been implemented.

By combining the free trade port’s
special policies with its unique
advantages, Hainan will focus more
on the two ends of the “smile curve”
to provide more competitive servi-
ces. On one end, it will accelerate
the development of design, seed
breeding and other industries in
accordance with the goals of build-
ing a global design center, as pro-
posed in the overall plan for the free
trade port. And on the other end, it
will focus on expanding the ship-
ping service industry and develop-
ing bonded warehousing, global
logistics and distribution, and other
business sectors.

As such, the Hainan free trade
port has a bright future.

The author is secretary of the Com-
munist Party of China Hainan Pro-
vincial Committee.

The views don’t necessarily reflect
those of China Daily.
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Things to do and not to do to stabilize Sino-US ties

S President Donald

Trump has altered the

almost four-decade-old

framework for Sino-US
relationship, thanks to his “America
first” and anti-China policies, and
turned it from one of engagement
and cooperation to one of strategic
competition. As a result, bilateral
ties have been in a free fall over the
past couple of years.

Nobody knows when and how
the free fall will stop, and which
direction Sino-US ties will take,
which has left many observers won-
dering whether the deteriorating
bilateral relationship will lead to a
military conflict between China and
the United States over the Taiwan
question or the South China Sea
issue.

But with Joe Biden taking over as
US president just over a week, the
two countries may pause and
rethink their policies, and adopt
some damage-control measures,
and thus turn a new page in bilater-
al relations.

It is highly likely that domestic
issues will top the incoming Biden
administration’s political agenda,
but that does not necessarily mean
one or both sides cannot take some
measures in the short term to stabi-
lize bilateral relations. Such meas-

ures can be categorized into to-do
and not-to-do lists.

First, the two sides should not
take any actions that could intensify
the war of words. The war of words
that started with the Sino-US trade
disputes in 2018 has spread to
almost every bilateral dispute
toward the fag end of Trump’s presi-
dency. And not surprisingly, instead
of resolving the disputes, the war of
words has poisoned the atmos-
phere for bilateral relations. So
stopping the war of words could
and should be the top priority of the
two sides after Trump leaves the
White House.

Second, the two countries should
not take any more actions that
could further jeopardize education-
al exchanges. The US National
Security Strategy Report 2017 said
‘Washington “will consider restric-
tions on foreign STEM (science,
technology, engineering and math)
students from designated coun-
tries” and, according to some media
reports, top White House aide Ste-
phen Miller once tried to persuade
Trump to cancel all student visas
for Chinese nationals.

Over the past almost four years,
the US administration has taken
restrictive and punitive measures
not only against Chinese scholars
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and students but also Chinese high-
tech companies. But since educa-
tional exchanges are an important
part of people-to-people exchanges,
which promote mutual understand-
ing and make bilateral ties more
resilient, it is neither fair nor justifi-
able for the US to target students.
And third, the two sides should

not take any further actions against
media outlets and journalists. The
Trump administration has especial-
ly targeted Chinese media outlets
and journalists, with China being
forced to respond in kind. But such
actions and reactions are not con-
ducive to facilitating mutual under-
standing. Instead, they could

worsen bilateral relations.

On the other hand, the two coun-
tries need to take certain measures
to prevent bilateral ties from dete-
riorating further. To start with,
they should reopen the official
communication channels. The
Trump administration has closed
almost all bilateral communication
channels, arguing that such dia-
logues are not result-oriented. The
fact is that although dialogues
themselves cannot resolve disputes
immediately, they could improve
mutual understanding and address
each other’s concerns, ultimately
leading to possible solutions.

Besides, this is the time for the
two sides to jointly assess the pos-
sibility of working together to con-
tain the COVID-19 pandemic.
China and the US had a good
record of cooperation in the fight
against epidemics since the early
2000s, but Trump reduced the
number of personnel in the Beijing
offices of the US Centers for Dis-
ease Control and Prevention and
National Institute of Health, and
closed the National Science Foun-
dation’s office entirely, bringing
Sino-US cooperation on combating
diseases to a halt. But since China
has always been willing to work
with the US, Biden should revive

the cooperation to boost the global
fight against the pandemic.

This is also the right time to
jointly assess the possibility of the
two countries coordinating and
cooperating to meet other global
challenges, such as nuclear prolif-
eration and climate change. Biden
has said that after he assumes
office the US will return to the Paris
Agreement — and the Iran nuclear
deal provided Teheran abides all
the conditions of the deal. Beijing
and Washington can certainly work
together on these issues of com-
mon interests.

Moreover, the Trump administra-
tion’s confrontational policy toward
China has caused chaos which nei-
ther side has benefited from. So it is
time the US changed its tack and
returned to diplomacy and dialogue
to meet the common and global
challenges. The items on the to-do
and not-to-do lists are not political-
ly sensitive, yet they are important
steps that should be taken to stabi-
lize bilateral relations.

The author is a senior fellow at the
Institute for International Strategic
Studies, Party School of the CPC
Central Committee.

The views don’t necessarily reflect
those of China Daily.



