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The Education Industry in China 
Before the pandemic forced industries to modernize and make the 

sudden move to online alternatives, the Chinese education industry 

was already experiencing high levels of growth and investment while 

also heavily focusing on the future of education: online learning. The 

pandemic, however, did speed-up the implementation of these new 

technologies while also boosting the sector and creating new 

opportunities for companies also outside of the industry. 

 

Brief overview of the Chinese education industry prior to 

COVID-19 

The education industry was already estimated to be worth around 

RMB 2.68 trillion (approximately Euro 328 billion) in 2018 and 

forecasted to surpass the RMB 3 trillion (approximately Euro 368 

billion) by 2020. While manufacturing industries and producers of 

consumption goods were already experiencing reduced demand 

towards the end of 2019, demand in the tertiary industry, specifically 

the private education sector, was flourishing. 

In the last couple of years, the key sectors for growth were already 

identified and are pre-school, after-school and online education. 

The preschool sector was already witnessing tremendous growth, 

particularly in paternity content. Kaishustory, a major storytelling 

provider, with over 4,000 stories, had raised RMB156 million in March 

2018 with its series B fundraising. 

The general importance carried by examination performance in the 

Chinese education system creates an important demand for 

afterschool tutoring, with more than half of secondary students 

participating, as of the end of 2017. This result-driven focus on 

education has made the afterschool sector an important market and 

will continue to do so, especially with its structure which favours the 

shift online. 

The most prosperous sector in 2018, however, was already online 

education. The online learning market was forecasted to be worth 

over RMB235 billion by 2018, but it largely surpassed the forecast, 

reaching RMB251.76 billion by the end of 2018 with 25.7% yearly 

growth. Additionally, the Chinese government, as early as 2017, was 

already implementing a series of measures to promote technology in 



Slovenia -   YOUR PARTNER SINCE 1998  
 CHINA – HONG KONG – SAUDI ARABIA – SWEDEN - GERMANY – ISRAEL - SLOVENIA – COLOMBIA - CHILE 

JESA Investment & Management Co. ,Ltd. ,House 4,Lane 112,  FenYang Rd. ,  200031 Shangha i ,  Ch ina  

Te l  +86 21 64331555,  64335666,  64338787 ,  Emai l :  in fo@jesa.com.cn,  Webs i te:  www. jesa.com.cn  www. jesacap i ta l . com 

3

the education industry, also introducing new technologies, including 

AI and big data, in the industry. 

The performance and promising prospect of online education made it 

the primary area of interest for investment even prior to its rapid 

pandemic-induced implementation, mainly due to the prepayment 

structure of the sector which allowed for reliable cash flow. 

Education Industry Post-COVID: the rapid shift to online 

With the outbreak of the virus and the subsequent closing of the 

schools for several months, the implementation of a solely online 

education was accelerated, quickly spreading all over China. Although 

the virus has had similar effects on education all over the world, 

China has had a particularly swift and effective response in the 

digitalisation of education. 

As an immediate result of the pandemic, Chinese education 

companies switched to free online lessons while also providing 

schools and universities with free training and technology to be better 

equipped for this shift in medium. This led to many people promptly 

turning to online teaching, with millions of students signing up for 

free classes which significantly reduced marketing costs for e-learning 

companies. 

The swift online shift was successful due to a series of measures 

taken by industry participants. The preferred delivery method of 

courses was live rather than pre-recorded, as live online classes take 

up less time. While to ensure countrywide access, partnerships were 

formed with broadcasting services such as CCTV.com for live courses 

from both online and traditional education providers. 

WeChat, and other similar platforms also played a crucial role in 

facilitating work assignments and communications with parents and 

students, as well as allowing traditional companies not present online 

to still deliver content through WeChat Classroom. 

 

The promising players in the online education sector include Alibaba’s 

Taobao Education, formally established 22 June, 2020, and online 

education giant Zuoyebang. The newly-formed division, Taobao 

Education, is particularly promising given its plan to host over 1,000 
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providers and 100 million students by 2023 which appear well within 

their reach because of Taobao’s current 800 million active users. 

While Zuoyebang already has over 800 million registered users in 

their online education services with 170 million monthly and 50 

million daily active. The company recently made headlines following 

their $750 million Series E fundraising stage. However, the company 

also seems promising given the large consumer base and the CEO’s 

pledge to reinvest revenue into expanding their services and 

products. 

Online education is here to stay and is not simply a temporary 

alternative, shown by the continued preference for online learning 

even after schools began reopening towards the end of March in 

Xinjiang. As the sector’s relevance is sustained, various opportunities 

arise. 

Opportunities in the Chinese Education Industry 

The online shift of education is not limited to school-based learning, 

there is an increasing number of people seeking to learn from a vast 

variety of topics online, spanning from exercise and health to fashion, 

cosmetic and design. This offers countless marketing opportunities for 

companies in both the service and consumption good industries. For 

example, a firm could produce educational content based around the 

brand and product offered, which would in turn be easily accessible 

by the intended target audience. 

Additionally, as the demand for online learning grows and traditional 

education companies that do not possess the capabilities to meet this 

demand seek to make the move to online teaching, new short and 

medium-term opportunities are created in the B2B sector, which is 

currently witnessing exponential growth in its demand.  

 

There are also many opportunities for Italian companies to pursue in 

different aspects of China’s rapid shift online. Currently, Italy is the 

25th country, out of the 28 in EU, for the Digital Economy and Society 

Index (DESI), given that half of the municipalities still do not have 

access to broadband, meaning that over 6.7 million people would not 

be able to benefit from online education. Therefore, Italy could 

benefit immensely from strategies similar to those China took, such 
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as partnering with broadcasting services to deliver live content to all 

the regions lacking broadband connection. 

Moreover, China’s move online drastically increases online presence, 

creating other opportunities for Italian and foreign business as well as 

schools and universities. Universities and schools will have a greater 

pool of students available to partake in double degrees as online 

solutions allow for the service to be provided without the need for 

students to be physically present. While businesses would have more 

opportunities to participate in the less-costly online fairs, however 

this means they would have to invest in online platforms such as 

virtual showrooms. 

Ultimately, the Chinese education industry has confirmed its 

opportunities promised and has capitalized on the growing demand 

for online alternatives to implement. We believe this trend will set 

aside other opportunities and multidisciplinary possibilities to be 

explored. 

 

 

 

 

 

China: 2020 New Negative List to 
Further Opening-Up in Foreign 
Investment 

 

On June 24th 2020, the new negative lists for foreign investment was 

jointly issued by China's National Development and Reform 

Commission and the Ministry of Commerce, which further shortened 

and improved the level of openness in the service, manufacturing and 

agricultural sectors, compared with the list from last year. 

With the 2020 new negative list, the total of restricted areas was 

reduced to 33 from 40 in 2019, and two areas were partially opened. 

The negative list for free-trade zones, which is for free trade zones is 
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nationwide list and has specific items for pilot project, was reduced to 

30 categories from 37, and one area was partially opened. 

The new negative lists will become effective on July 23rd 2020. The 

major changes in the negative lists are as follow: 

Listed items for national wide: 

1) In the financial sector, the restrictions are removed on the ratio of 

foreign shares in securities companies, securities investment fund 

management companies, futures companies and life insurance 

companies. 

2) In the infrastructure sector, the provision that the construction and 

operation of urban water supply and drainage networks with a 

population of more than 500,000 people must be controlled by the 

Chinese side will be cancelled. 

 

3) In the field of transportation, the provisions prohibiting foreign 

investment in air traffic control will be removed. 

4) In the manufacturing sector, foreign ownership caps on 

commercial vehicle manufacturing will be lifted. The regulations 

prohibiting foreign investment in the smelting and processing of 

radioactive minerals and nuclear fuel production will also be removed. 

5) In the field of agriculture, the upper limit of foreign investment in 

wheat breeding and seed production will be released to 66%. 

Pilot projects in free trade zones: 

1) In the field of medicine, the regulations prohibiting foreign 

investment in traditional Chinese medicine decoction pieces will be 

cancelled. 

2) In the education sector, foreign investors are allowed to set up 

wholly-owned vocational education institutions. 
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New China-Italy Double Taxation 
Agreement: Ratification by the Italian 
Senate 
On July 8, 2020, the Italian Senate ratified the bilateral Double 

Taxation Agreement (DTA) with China, further progressing the 

eventual implementation of the agreement signed on March 23, 2019. 

 As we have already introduced at that time, the new DTA comes as 

an update of the existing 1986 DTA between China and Italy (in force 

since January 1st 1990), with important changes on how non-labour 

income is taxed allowing for greater investment conditions between 

the two countries. 

Regarding the qualified dividends, one of the specific changes is 

the reduction of the withholding tax from 10% to 5% for owners 

holding, for more than 365days, at least the 25% of an entity’s 

share capital.  

For royalties related to the usage rights of industrial, commercial, and 

scientific equipment, the rate will be reduced from 7% to 5%. For 

other royalties, the standard tax rate will be 10%. 

Other changes will affect the withholding tax rate on interests. 

In terms of next steps, from one side, the DTA shall be ratified by the 

Italian parliament first and approved by the President of the Italian 

Republic successively. On the other, the Standing Committee of 

People’s National Congress and President Xi Jinping must both ratify 

the agreement. 

We will keep you further updated. 
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New Regulations for Cosmetic Industry 
in China, effective since January 2021 

 

On January 29, 2020, the "Regulations on Cosmetics Supervision and 

Administration" (化妆品监管管理条例) for the cosmetic industry in China 

were officially issued by the State Council. The regulations, signed by 

Premier Li Keqiang, are set to be implemented on January 1, 2021 

and outline new restrictions for safer production of cosmetics, to 

protect consumers (Xinhua).  

Specifically, the regulations to be implemented will ensure consumer 

safety through a series of measures, namely: better classifying 

products and materials, setting up a form of quality-control and a 

recall system if problematic products were to be shipped. To further 

enforce these measures, companies not abiding to these new 

regulations will be reprimanded. 

Additionally, these new regulations are to further the Cosmetics 

Supervision and Administration Regulation (CSAR), passed in January 

3, 2020, which was implemented to replace the more outdated 

Regulations on Hygienic Supervision of Cosmetics that were 

introduced back in 1990 (CIRS). Amongst other new measures, the 

CSAR removed the compulsory animal testing of cosmetics for certain 

products, excluding those for use on children and those containing 

new materials not yet registered with the Inventory of Existing 

Cosmetic Ingredients in China (Cosmetics Business). 
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Update on Temporarily Ban Policy to 
Enter China 
As many of you are aware of, since 28th March, the Ministry of 

Foreign Affairs (MFA) and the National Immigration Administration 

(NIA) suspended the ability for foreign nationals holding valid visas or 

residence permits to return to China. In the following months, only 

foreign nationals satisfying the required documentation, among which 

the obtaining of an invitation (PU) letter from the relevant authority 

of their place of residence in China, were able to return to China. 

 

From 10th August on, foreign nationals of 12 countries of the listed 

countries who hold valid residence permits (for working purposes, 

family reunions or personal matters) could now apply for return visas, 

free of charge, at any Chinese embassy or consulate in these 

countries. In addition, a PU letter is no longer required for these visa 

applications. Along with the visa, at the time of boarding the negative 

result of a nucleic test at Covid-19 carried out in the previous five 

days and a health declaration issued by the Consular Authorities of 

the People's Republic of China in the related country shall be 

submitted. As of today, the listed countries are: Albania, Austria, 

Belgium, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, the 

Czech Republic, Denmark, Estonia, Finland, France, Germany, 

Greece, Hungary, Iceland, Ireland, Italy, Latvia, Lithuania, 

Luxembourg, Malta, Montenegro, the Netherlands, North Macedonia, 

Norway, Poland, Portugal, Romania, Serbia, Slovakia, Slovenia, 

Spain, Sweden, Switzerland and the United Kingdom, as well as 

South Korea. 

Foreign nationals from other countries or not holding a valid visa or 

residence permit to return to China shall apply for an invitation letter 

(PU letter) and apply for visa from the Chinese embassy or consulate.  

 

We will keep you further updated. 

 

Should you have any questions about information shared so far 

please reach out for a deeper discussion based on your case. 

 

 

 

 

 

 

 



Slovenia -   YOUR PARTNER SINCE 1998  
 CHINA – HONG KONG – SAUDI ARABIA – SWEDEN - GERMANY – ISRAEL - SLOVENIA – COLOMBIA - CHILE 

JESA Investment & Management Co. ,Ltd. ,House 4,Lane 112,  FenYang Rd. ,  200031 Shangha i ,  Ch ina  

Te l  +86 21 64331555,  64335666,  64338787 ,  Emai l :  in fo@jesa.com.cn,  Webs i te:  www. jesa.com.cn  www. jesacap i ta l . com 

11

Social Insurance Payment in Beijing 
for Non-Beijing Entities 
In China, the Social Insurance System is still not unified; it is running 

mainly based on each province and even on each city’s level. Each 

company shall open a Collective Account and pay Social Insurances in 

the city where it is registered, including branches. 

In order to satisfy the need of certain non-local employees 

(employees from cities other than where the company is registered, 

especially employees from 1st level cities), it was possible to pay 

Social Insurances in the non-local employee’s city through a 3rd 

party (ex. HR Dispatch Company or HR Outsourcing Company) as a 

“grey-area solution”, by means of the Social 

Insurance software system loophole during the staff employment 

registration.  

 

On 2020/6/30 Beijing Social Insurance Center updated the Social 

Insurance software system, by adding more detailed info of labor 

contract, such as employment type (direct employment, or dispatch 

employment, or HR outsourcing employment), actual employer’s 

name and Social Credit Code, labor contract term and contractual 

salary etc.. At this moment, this system update will affect only new 

staff, who have been enjoying it since July 5, 2020.  

Considering this change in the long-term, the Social Insurance 

software system loophole will not be opened anymore; therefore, the 

“door of payment social insurance through 3rd party”  will be closed, 

or it will be more expensive (the service fee will increase significantly 

if staffing agencies or payroll companies will become the real 

employer). As a consequence, the companies that aren’t registered in 

Beijing will no longer be able to use those staffing agencies or payroll 

companies registered in Beijing to enroll and pay social insurance for 

these employees on their behalf, which will decrease the company’s 

attraction in front of such employees. 

If companies do not address this issue in time, they risk non-

compliance and failing to make social insurance contributions for 

these enrolled employees on time. We will keep you further updated 

on whether the same notice will be issued in other cities in China. 

Should you need further information, please contact us. 
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IIT Update for Who Get Salary for the 
First Time in 2020 and Student Interns 

 

On July 28th 2020, The State Taxation Administration (STA) issued 

the Announcement n.13 (“国家税务总局公告 2020 年第 13 号”) about IIT 

Calculation. The  new policy has effectiveness from  July 1, 2020. 

  

The new policy applies to individual residents who receive wages and 

salary income for the first time in 2020 and have not withheld 

personal income tax from continuous labor remuneration in advance 

in accordance with the cumulative withholding method from the first 

month of the tax year to the time of new employment. For 

these  individuals the cumulative one-time deduction fee is calculated 

= RMB  5000/month * the number of months calculated from 

January 2020 up to the month he/she joined the company. 

  

The new policy applies also to students receiving full-time education 

with academic qualifications who obtain the remuneration for labor 

services as a result of their internship. For these  students, the 

withholding agent, when withholding and paying personal income tax 

in advance, may calculate and withhold the tax in advance in 

accordance with the cumulative withholding method prescribed by the 

State Administration of Taxation on the issuance of the measures for 

the Administration of individual income tax withholding and 

Application (trial) (No. 61 of 2018). So for these  individuals, the 

cumulative one-time deduction fee is calculated = RMB  5000/month 

* the number of months from when he/she joined the company. 

 

A Look into China’s Advertisement Law 
If you are doing business in China, it’s always worth to refresh some 

basic information on the  advertisement law in force to prevent 

potential substantial fines. It applies to both Chinese companies and 

foreign companies operating in China. China adopted the current 

advertisement law in September 2015; it imposed stricter regulations 

on advertisers who want to promote their goods and services within 

the People's Republic. 

It was initially adopted in 1994 and renewed in September 2015. The 

reformulated law is a lot more thorough than the one of the 1994. It 
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was implemented to strengthen consumers’ protection and impose 

stricter rules to advertisers.  

 

The law prohibits false or misleading content: advertisements that 

present a non-existent product or service or that contain incorrect 

information in relation to function, origin, use, quality, ingredients or 

price are all considered misleading by the Advertising Law.  

The advertisement law also prohibits superlatives such as "the most" 

and "the best." An example is the large Chinese electricity company, 

Xiaomi Inc, has been investigated by the Beijing Ministry of Industry 

and Commerce for using such superlative phrases on its website. This 

investigation took place even though Xiaomi was the fourth largest 

smartphone maker in the world. Online advertising is also regulated 

by the advertisement Law: internet advertisements must not interfere 

with users' "normal use of the Internet".  

The advertisement law allows comparative advertising in China as 

long as there is no direct comparison between either firm. It prohibits 

advertisements that make direct comparisons with specifically 

indicated products or services. Comparative advertising must also 

comply with other applicable advertising laws. 

Furthermore, the law does not allow the use of the Chinese national 

flag or the national anthem in advertising. It also prohibits that 

advertising contains anything that could harm national dignity or 

national interests. Advertising that interferes with social stability, 

harms social and public interests or interferes with social public order 

or goes against good social norms is prohibited. 

In terms of endorsements, the law prevents anyone who approves a 

product they have never used (not even children under the age of 

ten). No supporter can be included in the advertising of medicines or 

any product that claims to have health benefits or other benefits.  

Companies that market their products through advertising need to 

pay close attention to the advertisement law. In addition, advertisers 

will need to take into account Chinese trademark law and regulations 

relating to specific products and industries. This consideration must 

be reminded while carrying out business in China; in the same way, it 

shall be carefully ascertained the related regulations in force also for 

each country we do business. 
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For inquires and suggestions regarding this 
newsletter or for any other concerns, please 
contact us anytime at:  
saro@jesa.com.cn  
alessandra@jesa.com.cn  
 
Our Newsletters:  

http://www.jesa.com.cn/jesa/Index.php/
Publication/news.html 

 
www.jesa.com.cn 
www.jesacapital.com 
 

LEGAL NOTICE 

The content of this newsletter is composed 
and written by JESA, and thus it is not 
reproducible and cannot be diffused 
indiscriminately without JESA’s consent. 
The purpose of this newsletter is to keep 
our contacts informed about important 
changes occurring in China and worldwide. 
Any use of it must be authorized by JESA.   

Good planets suitable for 

humans are hard to find. 

Please consider the environment 

before printing. 
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