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MERICS TOP 5

1. Staying the course: China’s industry workplans show investment remains
prioritized over consumption

At a glance: The Ministry of Industry and Information Technology (MIIT) and several
other departments issued workplans targeting eight specific industries, which set out
growth targets for 2025 and 2026 (see exhibit 1 for more detail).

MERICS comment: The workplans show Beijing is sticking to its focus on the growth and
upgrading of the manufacturing sector. The growth targets exceed 10 per cent for some
subsectors, such as for NEVs (+20 per cent unit sales), or leading power equipment
companies (+10 per cent revenue growth). Targets for entire industries range from 3.5
percent to 6 per cent. These are not excessive targets measured by China’s policymaking
norms but still strikingly high for industries already suffering overcapacity and
overproduction. It signals the government is not planning a harsh crackdown on
overcapacities. Although the workplans do call for tackling problems, such as disorderly
competition and price wars, the proposed measures, including capacity management and
industry self-regulation, are mostly vague. By contrast, the growth targets are not,
suggesting officials will pursue these more strongly.

Likewise, Beijing’s continued commitment to manufacturing growth makes any
substantial reorientation towards consumption unlikely. Granted, it often features as a
key ambition in high-level party meetings and documents. Strengthening consumption
was listed as the second most important economic task for 2024 in the readout from the

2023 Central Economic Work Conference (CEWC) and elevated to the top spot one year
later. Yet, Beijing’s subsequent fiscal stimulus measures, estimated at 1.6 per cent of
China’s GDP in 2025, mainly went towards public investment, with only 0.5 per cent of
GDP directly earmarked for households.

Even consumer goods trade-in programs, intended to boost consumption, are supply-side
focused and do not improve fundamental consumer confidence. Doing so would require
more resolute measures to increase household income. Beyond that, most of the
workplans do feature sections on boosting internal demand and consumption, but this is
framed as way to absorb excess capacity, rather than rebalancing towards a consumption-
led macroeconomic model. In sum, consumption can be expected to feature prominently
again in the readout from the upcoming CEWC in December, but this is unlikely to be
followed by substantial policy changes, let alone a shift to consumption-led growth.

For European companies and policymakers, the result is more fierce competition in
sectors where China has the greatest overcapacities, at least in the short run. They can
also expect increased competition from Chinese firms in global markets, especially in
autos and new energy equipment, where China’s plans explicitly call for more exports.
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Exhibit 1: MIIT and other agencies’ workplans for 2025-2026 in eight different industries

TITLE AND DATE TARGETS FOR 2025-2026

Work Plan for Stabilizing
Growth in the Automobile
Industry (2025-2026)
(Link), Sep 12

32.3-million-unit sales (YoY increase of 3%), including 15.5 million
units just for new energy vehicles (YoY increase of 20%)

stable growth of automobile exports

added value increase of the automobile manufacturing industry of
6% year-on-year

Work Plan for Stabilizing
Growth in the Power
Equipment Industry
(2025-2026) (Link), Sep 12

average annual revenue growth rate of 6% for traditional power
equipment, and new energy equipment revenue to rise steadily
growth in the export volume of new energy equipment

average annual revenue growth rate of leading enterprises around
10%

Work Plan for Stabilizing
Growth in Light Industry
(2025-2026) (Link), Sep 18

stronger role in stabilizing growth and promoting consumption
rapid growth of new fields such as smart home products, products
for the elderly and infants, leisure, and fashion

promotion of 300 new upgraded and innovative products, and
creation of 10 characteristic industrial zones with a scale of over
CNY 100 billion (EUR 12 billion)

Work Plan for Stabilizing
Growth in Steel Industry
(2025-2026) (Link), Sep 22

added value growth at an average annual rate of 4%
effective supply capacity continuously enhanced
improve level of green, low-carbon and digital development

Work Plan for Stabilizing
Growth in the Building
Materials Industry (2025-
2026) (Link), Sep 24

recover and improve, scale of green building materials and
advanced inorganic non-metallic materials industries will continue
to grow

in 2026, operating income of green building materials to exceed
CNY 300 billion (EUR 37 billion), level of green, low-carbon and
digital development to improve

Work Plan for Stabilizing
Growth in the
Petrochemical Industry
(2025-2026) (Link), Sep 25

added value growth at an average annual rate of over 5%
chemical industrial parks to move from standardized construction
to high-quality development

Work Plan for Stabilizing
Growth in the Non-ferrous
Metals Industry (2025-
2026) (Link), Sep 28

added value growth at an average annual rate of about 5%

output of ten non-ferrous metals to grow at an average annual rate
of about 1.5%

output of recycled metals to exceed 20 million tons

Work Plan for Stabilizing
Growth in the Machinery
Industry (2025-2026)
(Link), Sep 29

resilience and safety level of key industrial and supply chains
continuing to improve

average annual revenue growth rate of around 3.5%, exceeding
CNY 10 trillion (EUR 1.2 trillion)

MERICS | Mercator Institute for China Studies


https://archive.is/NQVB4
https://archive.is/okjxf
https://archive.is/5750n
https://archive.is/T3mJ2
https://archive.is/u9Yg1
https://archive.is/y1Tfr
https://archive.is/o2t0u
https://archive.is/oqGye

MERICS China Industries November 20, 2025 (Reporting period: August 12 - October 28)

2. The State Council sets deadline for implementing “Made in China” rules in
government procurements

At a glance: The State Council further specified the rules to shape the selection of goods
purchased through future government procurement. “Domestic products” will receive a
20 percent discount in the bidding evaluations. The regulation takes effect on 1 January
2026, with an implementation transition period of three to five years. To qualify for the
discount, companies must meet the following requirements:

® Products must be substantially manufactured in China, not merely assembled or
packaged there. By 2031, regulators will define the proportion of the product’s total
cost that must be attributable to components or raw materials produced within
China. They will first consult with companies and industry associations.

® For certain strategic or sensitive products, key components and manufacturing
processes must also be completed within China.

= Ifthe procurement involves a package of products, the entire bid will receive the 20
percent discount in the bidding evaluation process as long as at least 80 percent of
a bid’s total value qualifies as “domestic products”.

MERICS comment: Previously, the government procurement law stated government
procurement should favor domestic goods without defining them clearly. Foreign
companies were already disadvantaged in public procurement, for instance through
technical product standards tailored to suit local companies by local governments.

The new regulation steps up pressure on companies to localize their production lines in
China. It favors enterprises already localizing in the country because it sets clearer limits
for local protectionism. For companies that already have a high degree of localization, it
has the benefit of greater clarity, which could be an improvement on vague rules and
regulations or bad practices by local officials.

However, firms that export to or assemble in China could face significant problems once
the specific local-content thresholds are issued. The new rules could lock them out of
China’s procurement markets, unless they take the hugely risky step of localizing more of
their core technology. With China’s government procurement amounting to CNY 3.38
trillion (about USD 477 billion) in 2024, this is a potentially momentous decision for them.

The scope of entities covered by “government procurement” has not been clearly defined.
The 2022 Draft Government Procurement Law aims to expand this scope to include

“public-welfare-oriented” state-owned enterprises (SOEs). If these revisions are adopted,
the range of enterprises subject to the regulation could broaden accordingly.

Article: Notice on Implementing Domestic Product Standards and Related Policies in
Government Procurement ([E S5 B T 5 T 1E BUT NE A St A [E 7= S r K AE K
RAYIEE) (Link)

Issuing body: State Council

Date: September 30, 2025
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http://english.scio.gov.cn/pressroom/2025-11/13/content_118174899.html
http://english.scio.gov.cn/pressroom/2025-11/13/content_118174899.html
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3. NDRC energy storage plan zaps new stimulus into battery industry

At a glance: The National Development and Reform Commission (NDRC) announced a
Special Action Plan for construction of new grid-level energy storage systems. Most of this
will take the form of lithium-ion batteries. But the new plan also promotes alternative new
storage technologies, such as sodium-ion and solid-state batteries, as well as non-battery
storage, including thermal and flywheel systems. With an ambitious target of 180 GW
installed capacity - more than doubling China’s current storage space - the plan has the
potential to transform China’s energy infrastructure:

= Backed by CNY 250 billion (around EUR 30 billion), Beijing aims to construct 180
GW of new energy storage capacity by 2027. (For comparison, Europe currently
has 91 GW storage online - most of which is pumped-storage hydropower.)

= While lithium-ion batteries remain the mainstay, the plan explicitly promotes
solid-state, sodium-ion, and other storage technologies.

= Market and pricing reforms will allow storage providers to independently
participate in electricity markets, creating arbitrage opportunities.

MERICS comment: Even with the largest battery industry in the world, China has
struggled to construct enough storage to keep up with the amount of renewable energy it
generates. In the first half of 2025, supply far exceeded demand, as wind and solar

curtailment rates reached 6.6 percent, and 5.7 percent respectively - up from 3.9 percent
and 3 percent in 2024. The new plan is designed to reduce these frictions on China’s
renewable energy markets.

With new investment for the energy storage industry, as well as far-ranging
administrative and commercial incentives to bring new storage capacity online, the
Special Action Plan will further accelerate growth in the battery sector. This is particularly
true for lithium-ion batteries, which already account for 95 per cent of installed capacity.
With 85 percent of global battery cell production capacity in 2023, China leads the world

in lithium-ion battery production. Battery making gets much cheaper with scale - and
China boasts the two single largest, vertically-integrated battery manufacturers in the
world: In EV batteries, CATL and BYD commanded global market shares of 37.9 percent
and 17.2 percent in 2024 respectively.

The plan will boost China’s competitiveness in other energy storage technology. Europe
is already dependent on China in existing green technology. Although unlikely to catch up
where Chinese companies are already dominant, European firms may be able to compete
in emerging storage technology, beyond lithium-ion batteries, if governments decide to
step up policy support.

Article: Special Action Plan for the Construction of New Energy Storage Scale (2025-
2027) (FhEUEREMIRILIZ IR T IITEN S ) (Link)

Issuing body: NDRC

Date: September 12, 2025
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4. State Council’'s new clinical trial regulations may test biopharma

At a glance: The State Council issued new guidelines for clinical trials of ‘new biomedical
technologies’, which are novel methods at the cellular and molecular level that assess
health status, prevent or treat diseases, or promote health. The new rules tighten
regulatory oversight of clinical trials, improve patient safety standards and centralize
more decision-making power in Beijing. Changes include:

® The National Health Commission (NHC) will supervise clinical research on and
application of new biomedical technologies.

= (linical trials must strengthen formal risk management and ethics protocols, and
keep records for at least 30 years after trial completion, or face fines and other
penalties.

= A changed relationship between risk management and innovation, moving the
regulatory paradigm from “strict in, wide out” to “wide in, strict out” to facilitate
R&D while tightening oversight of outcomes.

MERICS comment: This year alone, Chinese biotech companies struck licensing deals

worth over USD 85 billion with pharmaceutical multinationals - the highest number ever.

As we noted earlier this year, the Chinese biotech sector is in an upswing, in large part due
to how cheap and easy it is to run clinical trials.

The new guidelines represent a policy shift away from a “strict in, wide out” approach
towards “wide in, strict out”. It will become easier to conduct R&D, but security and ethical
thresholds increase as research gets translated into marketable products. Beijing is most
likely seeking a better balance between risk and innovation, boosting research incentives
while limiting risks to the wider population. At the same time, it likely aims to increase
the reliability of domestic trial results, so that trials conducted in China can become
recognized overseas and facilitate market entry of Chinese products.

The new clinical trial rules refine the existing regulatory framework and give the NHC
more control over new biomedical technologies. This should inject more stability and
predictability into a system known for its regulatory uncertainty. But it also further
consolidates regulatory prerogatives in Beijing, part of a broader drive for unified national
markets that has been a key feature of President Xi Jinping’s tenure.

For European companies, these changes may bring more products from China into global
markets and increased competition. Additionally, European-developed products might
need to comply with these new rules to be eligible for export to China.

Article: Regulations on the Administration of Clinical Research and Clinical
Translational Applications of Biomedical New Technologies (£ ¥IEZ#F AR ARAR
Fllm RS LN R ETE A (Link)

Issuing body: State Council

Date: October 10, 2025
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5. China’s future tech ambitions overlap with EU agenda

At a glance: The senior party leadership has updated the pick of key technologies to act
as new economic growth drivers and deliver on strategic objectives. In the
recommendations for the forthcoming Five-Year Plan, the Central Committee of the
Chinese Communist Party listed 11 strategic emerging technologies and future industries
(see exhibit 2). To foster development, the proposals instruct officials to:

® Implement industrial innovation projects and large-scale application
demonstrations for new technologies, new products, and new scenarios

= Explore diverse technological paths, viable business models, and market regulation

® Innovate regulatory approaches, develop venture capital, and establish
mechanisms for increasing investment and sharing risks in future industries

® Promote the development of high-tech small and medium-sized enterprises and
cultivate unicorn enterprises

MERICS comment: China has long promoted core industries it deems as central to its
industrial modernization and technological development. It began with the State Council’s
plan to foster strategic emerging industries in 2010. In 2020, Xi Jinping introduced the

term “future industries” to refer to nascent technologies with huge potential, and China
released its first dedicated future industries plan in January 2024.

Although there is a great deal of continuity in the technology areas targeted by these policy
initiatives, the changes are revealing. Quantum, biotechnology and hydrogen were once
again included as priority sectors. The low-altitude economy (which covers things like
cargo drones and drone-like passenger aircraft), brain/computer interfaces and fusion
power were new additions. New-energy vehicles were not included for the first time:
China’s electric vehicle sector has matured and no longer needs targeted government
support to thrive.

Nearly all sectors in China’s recent selection of emerging and future technologies are also
identified by the EU and Germany as crucial to their economic prosperity and security (see

exhibit 2). The only two areas which do not feature in Europe’s strategy are low-altitude
economy and brain/computer interfaces. In all other areas, European policymakers,
businesses and researchers will need to manage the balance between competition and
collaboration with Chinese researchers and companies. For instance, more robust
frameworks may be needed to prevent R&D conducted in Europe being first
commercialized in China.

Article: Recommendations of the Central Committee of the Communist Party of China
for Formulating the 15th Five-Year Plan for National Economic and Social Development (
hHPRXTHEEREFMHESEARETINEFALIAEIN) (Link)

Issuing body: Central Committee of the Chinese Communist Party

Date: October 28, 2025
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https://www.gov.cn/zwgk/2010-10/18/content_1724848.htm
https://merics.org/en/merics-briefs/new-roadmap-future-industries-data-factor-production-auto-chips
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L_202302113
https://www.bmftr.bund.de/DE/Forschung/HightechAgenda/HightechAgenda_node.html
https://archive.is/jGCe0

MERICS China Industries November 20, 2025 (Reporting period: August 12 - October 28)

Exhibit 2: Strategic emerging and future industries highlighted in the 15t FYP
(2026-2030) proposals

FRAMING TECHNOLOGY CHINA 15™ | CHINA EU GERMANY
IN THE 15™ AREA FYP FUTURE CRITICAL CRITICAL
FYP (2026- PROPOSALS |INDUSTRIES TECH LIST | TECH LIST
2030) PLAN
PROPOSALS
Strategic New energy ) ) )
emerging
industries New materials ) v)
Aerospace ) v) )
Low-altitude )
economy
Future Quantum V) V) V) )
industries
Biomanufacturing ) )
Hydrogen ) )
Fusion power v) ) V)
Brain/computer ) )
interface
Embodied Al ) ) )
6G ) ) )
Other Al ) ) ™)
technologies*
Biotech ) ) )
Semiconductors ) ) ) )
Next generation ) )
IT
Robots ) )
Deep sea / space ) )
exploration
Recycling )
technologies
Sensing )
technologies

* not explicitly referred to as strategic emerging industries or future industries in the
15t FYP proposals
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NOTEWORTHY

Policy news

August 26: The State Council issued opinions on the “artificial intelligence +”
campaign, which aims to deepen the application of Al especially in the following
six areas: science and technology, industry, consumption quality, people's
livelihood and well-being, governance capabilities, and global cooperation. (State
Council opinions)

August 28: The NDRC released a draft for comments on the regulation of enterprise
technology centers. These are organizations within companies which are tasked
with conducting research and drive its commercialization, among other things.
Companies have to meet several conditions for establishing these centers, such as
having at least 150 R&D staff. (NDRC notice)

September 4: The Ministry of Agriculture and Rural Affairs (MARA) and the MIIT
published opinions on the verification and application of innovative agricultural
machinery products. The opinions set some qualitative targets for 2027 and 2030,
such as shortening research and development cycles. (MARA opinions)

September 22: The MIIT and the NDRC released guidelines for the high-quality
development of industrial parks, with emphasis on strengthening industrial
chains, greening, efficient land use, and enhancing industrial technological
innovation capabilities. (MIIT notice)

October 11: The MIIT and six other departments published an implementation plan
for promoting the development of service-oriented manufacturing, a business
model which creates product-plus-service solutions to create additional value for
the customer. Goals for 2028 include the establishment of 50 leading brands and of
100 innovation and development hubs. (MIIT notice)

October 22: The MIIT and the State Administration for Market Regulation (SAMR)
invited applications for “unveiling the list” of smart manufacturing system
solutions in 2025. The goal is to find smart manufacturing solutions for key
industries, including raw materials, high-end equipment, consumer goods, and
electronic information. (MIIT notice)
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https://www.gov.cn/gongbao/2025/issue_12266/202509/content_7039598.html
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https://yyglxxbsgw.ndrc.gov.cn/htmls/article/article.html?articleId=2c97d16b-93251263-0198-ef29f64e-0086
https://www.gov.cn/zhengce/zhengceku/202509/content_7039120.htm
https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2025/art_550ddfbb367b47c6b7b1b5d0d450522a.html
https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2025/art_347dfcaa34b147458d9e52f0e9f238e1.html
https://www.miit.gov.cn/zwgk/zcwj/wjfb/tz/art/2025/art_584a2fa3430644b0a5ba262c5c9f589a.html

MERICS China Industries November 20, 2025 (Reporting period: August 12 - October 28)

Corporate news

® September 9: Chinese EV maker Xpeng announced at the IAA Mobility that it will
open a research and development center in Munich, which would be its ninth R&D
facility overall and its first in Europe, after R&D centers in China and the United
States. (electrive)

® September 23: Regulators permitted initial public offerings for three still-
unprofitable technology companies on the Star Market, a tech focused stock index.
The clearance proceeded under Star Market’s fifth standard, a channel aimed at
supporting science and technology companies that may deliver important
technological breakthroughs. It poses no conditions on profitability but requires
companies’ core business to have been approved by central government
authorities. (Shanghai Stock Exchange)

® September 27: CATL, a leading producer of advanced batteries, announced it will
send 2,000 workers to construct a EUR 4 billion battery plant in Spain under a
joint venture with Stellantis. (Financial Times)

® QOctober 10: Ming Yang, one of China’s largest privately owned turbine makers,
announced its intention to invest GBP 1.5 billion (EUR 1.7 billion) in a plant in
Scotland. The company said the goal is to serve offshore wind projects in Europe
and other markets. The project is still subject to final regulatory approval from the
British government. (Financial Times)

® October 14: The Dutch government took control of chipmaker Nexperia, a
subsidiary of the Chinese company Wingtech, by invoking the Goods Availability
Act. The government said it did so because Nexperia was showing signs of serious
governance shortcomings and the Netherlands needs to preserve the availability of
crucial technology in Europe. (BBC)

= November 6: German luxury carmaker Porsche opened its first integrated R&D
center outside Germany in Shanghai. The center is intended to boost innovation,
by combining Porsche’s engineering excellence with China’s digital ecosystem. The
company sees this step as a milestone in its “in China, for China” strategy. (Porsche
Newsroom)
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https://www.electrive.com/2025/09/09/xpeng-opens-rd-centre-in-munich/
https://english.sse.com.cn/news/newsrelease/voice/c/c_20250924_10792846.shtml
https://www.ft.com/content/0f2637ae-f49c-45c5-845f-3b7aa10bea0f
https://www.ft.com/content/7f01554a-2973-4b9c-b995-0dac058c6f3c
https://www.bbc.com/news/articles/ckgk21nng0vo
https://newsroom.porsche.com/en/2025/company/porsche-china-research-development-hub-opening-shanghai-41022.html
https://newsroom.porsche.com/en/2025/company/porsche-china-research-development-hub-opening-shanghai-41022.html

MERICS China Industries November 20, 2025 (Reporting period: August 12 - October 28)

AUTHORS

Andreas Mischer
Analyst, MERICS

Alexander Brown
Senior Analyst, MERICS

Esther Goreichy
Visiting Fellow, MERICS

EDITORS

Claudia Wessling
Director Communications
and Publications, MERICS

Mary Hennock
Freelance Editor

For more information, please contact:
publications@merics.de

PUBLISHER

MERICS | Mercator Institute for China Studies
Alte Jakobstraf3e 85-86

10179 Berlin

Tel.: +49 30 3440999 0

Mail: info@merics.de

www.merics.org

MERICS | Mercator Institute for China Studies 111


mailto:publications@merics.de
mailto:info@merics.de
http://www.merics.org/

