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Abstract: With the development of science and technology and the rise of industrial digitization, 
countries worldwide have begun to develop digital currencies in currency circulation vigorously. 
Considering the impact of COVID-19 on the world market, the development of digital currency 
ushered in a new opportunity. This article aims to conduct a comprehensive qualitative analysis of 
China's digital currency (CBDC) by analyzing existing data. This article will use the SWOT model, 
which mainly provides strong support for the organization’s core decision-making by enumerating 
the advantages and disadvantages within the organization and the opportunities and threats outside 
the organization. The data source of this article is the government work report of the People’s 
Republic of China, which includes the Digital Currency Research Institute of the People’s Bank of 
China, China Internet Network Research Center, and China Academy of Information and 
Communications Technology. By analyzing the current situation of China’s digital currency, the 
author insists that the CBDC has achieved remarkable success and ushered incoming opportunities. 
However, digital currencies from other countries and private individuals have also brought challenges 
to digital currencies. Therefore, there is great reference value to systematically and qualitatively 
analyze the current situation of China’s digital currency through SWOT research methods.  

1. Introduction 
The full name of CBDC is Central Bank Digital Currencies, China’s CBDC is described as a digital 

CNY. Its main content is issued by the People’s Bank of China and allowed to exchange all around 
China. It is based on a comprehensive account system and supports loose coupling of bank accounts. 
Its legal function is equivalent to banknotes and coins, and a controllable anonymous payment tool 
with value characteristics and legal compensation. DC/EP is the Chinese version of the central bank’s 
digital currency. The full name is “digital currency and electronic payment tool,” this is the main 
carrier for digital currency [1]. 

In 2018, Two authoritative international organizations, The Bank for International Settlements 
(BIS) and the Committee on Payments and Market Infrastructure (CPMI), jointly conducted 
questionnaire surveys on more than 60 central banks worldwide [2]. Digital CNY pilot areas, 
scenarios, and forms have gradually expanded, and payment models have been constantly updated. 
Digital currency can subsequently provide online financial products such as loans, wealth 
management, and insurance on the user side. The enterprise side can provide value-added services 
such as digital marketing and supply chain management. With China’s digital currency development, 
summarizing successful experiences and analyzing the current situation is long-term development 
planning. With the development of digital currency as a new round of financial innovation in 
economies headed by the world’s central bank, the development direction of China’s digital currency 
has become more challenging [3]. 

1.1 Literature Review 
The research methods of SWOT are involved in various fields. Frank Rothaermel pointed out in the 

“Strategic Management” in 2019 that the use of strategic & threats analysis requires various 
investigations to study the various environmental factors in which the company is located, namely 
external environmental factors and internal capability factors [4]. The external environment that 
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directly affects the company’s development is objective factors, including different categories of 
economy, politics, society, population, technology, and market. Internal environmental factors are the 
active factors of the company’s existence in its development and are generally classified for 
management, organization, operation, finance, sales, human resources, and other different areas. When 
investigating and analyzing these factors, we must consider the company’s history and current situation 
and assess the company’s future development. 

Thorstein Veblen was the first to engage in SWOT research. In the “The Theory of the Leisure 
Class” first published in 1899 and noted by Martha Banta in 2007 [5]. Veblen proposed a way to sort 
the various factors from the investigation according to their priority or degree of influence. In this 
process, prioritize the direct, influential, and long-term influencing elements for the company’s 
development and put the indirect, secondary, and short-term influencing factors behind. After 
completing the analysis and construction of environmental factors, a corresponding action plan can be 
worked out. 

In 2008, Shen Yu pointed out that SWOT analysis is an effective method for analyzing enterprise 
competition in the “Application of SWOT Analysis in the Positioning of Regional Sustainable 
Development.” [6] The essence of SWOT analysis is to audit the strategy, including internal audit and 
external audit. Internal audit is mainly through analyzing culture, customer satisfaction, human 
resources, leadership, management systems, market positioning, product development, and other 
factors to achieve the company’s advantages and disadvantages. The external environment analysis is 
mainly the study of the industrial environment, economy, technology, law, government, consumers, 
and industrial structure. Porter’s five types of competitiveness models in the industry are commonly 
used for industrial structure research: the threat of new competitors, the bargaining power of suppliers, 
the bargaining power of buyers, the threat of substitutes, and the competition among existing 
companies in the industry [7]. Finally, the internal and external are summarized to obtain the 
enterprise’s competitive advantages or critical success factors to invest the limited resources in these 
target markets. 

2. Data & Method 
2.1 Data 

The data sources in this article mainly come from reports from Chinese government departments, 
including the “Progress of Research & Development of E-CNY in China,” and the source is a work 
report by the Central People’s Government of the People’s Republic of China [8]. “The 48th Statistical 
Report on China's Internet Development Status”, the authoring department is China Internet Network 
Information Center (CNNIC) [9]. The “White Paper on China’s Digital Economy” was released by 
the China Academy of Information and Communications Technology (CAICT) [10]. The other 
sources of the numbers listed in this article can be queried through the official websites of Chinese 
government departments. Their digital sources are highly credible and can fully represent the current 
development of China’s digital renminbi and the digital economy. 

2.2 Method 
The SWOT analysis method is also known as the Dawes matrix. It was proposed by the 

management professor Weirick, which from the University of San Francisco in the early 1980s. It is 
often used in corporate strategy formulation, competitor analysis, and other occasions. The main part 
of SWOT includes Strengths, Weaknesses, Opportunities, and Threats of the analysis target. 
Therefore, SWOT analysis is a way to synthesize and summarize all aspects of the internal and external 
conditions of the subject, and then analyze the strengths and weaknesses of the organization, the 
opportunities and threats it will face in the coming future. In a specific case analysis, all internal 
factors-strengths and weaknesses-should be brought together, and external forces should be used to 
evaluate these factors. External forces refer to environmental development trends, divided into two 
categories: one type represents environmental threats, and the other represents ecological 
opportunities. Environmental threat refers to the challenge formed by a negative development trend in 
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the environment. If no decisive strategic behavior is taken, this unfortunate trend will weaken the 
target’s competitive position. Environmental opportunities refer to areas where behavior is attractive, 
in which the project will have a competitive advantage. Under normal circumstances, in the process 
of adaptability analysis of the SWOT model, the senior management of the enterprise should adopt the 
four basic concepts of leverage, inhibition, vulnerability and problem based on determining the four 
internal and external variables.  

The leverage effect (advantage + opportunity) arises when internal benefits and external 
opportunities are consistent and adapted. In this situation, companies and organizations can use their 
own internal advantages to pry up external opportunities, so that opportunities and advantages can be 
fully combined. However, opportunities are often fleeting. Enterprises and organizations must keenly 
capture opportunities and seize opportunities to seek greater development. Inhibition (opportunities + 
disadvantages) means hindering managers’ control over the organization. When the opportunities 
provided by the environment are not compatible with the company’s internal resource advantages or 
cannot overlap with each other, no matter how great the company’s benefits are, they will not be able 
to be used. In this case, companies need to provide and add some resources to promote the 
transformation of internal resource disadvantages to advantages to cater to or adapt to external 
opportunities. Vulnerability (advantage + threat) refers to a reduction in the degree or strength of an 
advantage. When the external environmental conditions threaten the company’s internal management 
and resources, the advantages are not fully utilized, thus becoming a fragile situation. In this situation, 
companies must overcome threats to take advantage. The problem (inferiority + threat) is that when 
the company’s internal disadvantages meet the company’s external threats, companies and 
organizations face severe challenges. If they are not handled properly, they may directly threaten the 
survival of the company. To better analyze the current situation of China's digital currency, the author 
will use SWOT analysis to understand and discuss. 

The first entry point of the SWOT model is the internal condition of the organization. In order to 
facilitate managers to make decisions, people divide the internal status quo of the organization into 
Strengths and Weaknesses. The internal environment of the organization includes different aspects. 
What needs special marks in the model are the factors that can directly affect the core nature and 
development. 

The other main body of the SWOT model is the external environment in which the organization is 
located. When discussing the organization's external environment, the main factors need to be divided 
into Opportunities and Threats. This advantage is to help decision-makers within the organization 
match their internal resources with the external environment to make the right decision. 

3. Results & Discussion 
3.1 S (strengths) 

First, China’s economy is shifting from a rapid growth stage to a high-quality development location. 
Technological innovation represented by the digital economy has become an essential driving force 
for the development of momentum. With the rapid development of digital technologies such as big 
data, cloud computing, artificial intelligence, blockchain, and the Internet of Things, new models and 
new business forms of the digital economy emerge endlessly. 

Second, China’s internal market is large enough to support the development requirements of digital 
currencies. As of June 30, 2021, the number of digital RMB pilot scenarios has exceeded 1.32 million, 
covering areas such as life payment, catering services, transportation, shopping and consumption, and 
government services. More than 20.87 million personal wallets and 3.51 million public wallets were 
opened, and the total number of transactions was 70.75 million with approximately 34.5 billion yuan. 
With the active participation and support of the participating local governments, digital renminbi red 
envelope activities have been carried out in some regions, realizing pilot testing of actual users in 
different scenarios and large-scale centralized testing in batches. The above conditions have verified 
the technical design and system stability of digital renminbi business, product ease of use, and 
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applicability of scenarios, and enhanced the public’s understanding of the concept of digital renminbi 
design. 

During the pilot period, the digital renminbi focused on a continuous exploration of application 
model innovation. Use smart contract technology to give digital CNY programmable features, improve 
expansion capabilities, and promote in-depth integration with application scenarios. Cooperate with 
relevant mobile phone manufacturers to research and provide new mobile payment experiences, 
including dual offline transactions. Based on the intelligent graphic card test, the hard wallet payment 
model separated from the mobile phone can bridge the “digital divide”. 

Third, China’s electronic payment, especially mobile payment, has developed rapidly, providing 
the public with convenient and efficient retail payment services in recent years. While helping the 
development of the digital economy, it has also cultivated the public’s digital payment habits and 
improved the public’s understanding of technology and services—the need for innovation. At the same 
time, to achieve high-quality economic and social development, a new type of retail payment 
infrastructure that is safer, more versatile, and inclusive is objectively needed as a public product 
further to meet the diverse payment needs of the people and to improve the level of essential financial 
services. And efficiency, promote the smooth flow of the domestic cycle and provide strong support 
for constructing a new development pattern. 

Fourth, with the development of the digital economy, China’s cash utilization rate has recently 
shown a downward trend. According to statistics from the end of 2016 to the end of 2020, the balance 
of cash in circulation (M0) in China was 6.83 trillion yuan, 7.06 trillion yuan, 7.32 trillion yuan, 7.72 
trillion yuan, and 8.43 trillion yuan, respectively, which still maintained an inevitable growth. 
Especially in places where financial service coverage is insufficient, the public’s reliance on cash is 
still high. At the same time, the cost of cash management is relatively high, and its design, printing, 
transportation, identification, security, destruction, and anti-counterfeiting consume a lot of resources. 

3.2 W (weaknesses) 
First, the security risk of digital currency is different from traditional banking. Digital currency will 

be widely used in personal business or payment. Therefore, the protection of the system and the 
security of personal information are generally questioned and worried. 

Second, the systemic risks of digital currencies. Considering that the practicality of digital currency 
is far greater than that of traditional banking business if the digital currency can be used for personal 
deposits and interest is required to be paid, bank cash will be converted into digital currency in a short 
time, which will cause adequate circulation of cash and tend to other risks.  

3.3 O (opportunities) 
First, encryption/digital currencies, especially global stable currencies, are developing rapidly. 

There are currently more than 10,000 influential cryptocurrencies, with a total market value of over 
$1.3 trillion. Bitcoin and other cryptocurrencies use blockchain and encryption technology, claiming 
"decentralization" and "complete anonymity." Still, the lack of value support, sharp price fluctuations, 
low transaction efficiency, and tremendous energy consumption makes it difficult to use in daily 
economic activities.  

Second, the current significant economies are actively considering or promoting central bank digital 
currency research and development. The latest survey report of the Bank for International Settlements 
shows that about 86% of central banks in 65 countries or economies have carried out digital currency 
research, and the number of national central banks undergoing experiments or proofs-of-concept has 
increased from 42% in 2019 to 60% in 2020. According to relevant public information, the central 
banks of the United States, the United Kingdom, France, Canada, Sweden, Japan, Russia, South Korea, 
and Singapore, as well as the European Central Bank, have announced their considerations and plans 
regarding central bank digital currencies in various forms in recent years.  

Third, since the outbreak of the new crown pneumonia epidemic, digital work and life patterns such 
as online shopping, online office, and online education have become more active, and the coverage of 
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the digital economy has continued to expand. The demand for online financial services among people 
in underdeveloped and remote areas is growing. 

Fourth, China will actively create opportunities for the stable development of digital currencies. In 
the Beijing Winter Olympics Organizing Committee Park, based on the construction of technological 
and imaginative Winter Olympics, pilot deployment of innovative application scenarios such as 
unmanned vans, self-service vending machines, and unmanned supermarkets, and launched payment 
gloves, payment badges, and winter Olympic payment clothing And other wearable devices. Pilot 
users generally believe that the digital renminbi will help further improve payment efficiency and 
reduce payment costs. The public, small and micro businesses, and enterprises can genuinely feel the 
characteristics of convenience and inclusive finance. 

3.4 T (threats) 
First, the speculative nature of digital currency will have potential risks that threaten financial 

security and social stability and become a payment tool for illegal economic activities such as money 
laundering. In response to the large volatility of cryptocurrency prices, some commercial organizations 
have launched so-called "stable currencies" in an attempt to maintain currency stability by pegging 
with sovereign currencies or related assets. 

Second, international recognition. In the development process, the digital currency will partially 
replace the functions of banking and paper money. In dealing with the problems of cross-border trade 
and international payment, the function of digital currency will still be widely challenged. In addition, 
considering that more and more countries are developing a digital currency, the processes and 
advantages of China's digital currency will become the core competitive point in the field of digital 
currency. 

Third, the private digital currency market. In private digital currency, the money supply will be 
more of an endogenous variable determined by the demand for money. It is not easy for a digital 
currency like Libra to replace the existing major international credit currencies on a large scale in a 
short period of time. There is still widespread controversy. But even so, the release of the Libra white 
paper is still of great significance. According to the Libra white paper, to maintain its stability, it is 
linked to several major international currencies around the world. If Libra can be issued in the future, 
it will not necessarily operate following the design of the white paper. If Libra is fully or more linked 
to a single currency, it will further strengthen the position of the single currency in the center of the 
world and lead to the rise of unilateralism. 

At present, Libra, a digital currency, has 2.7 billion potential users. If it is successfully issued, it 
will have a substantial impact on the global currency system. Based on this, we must face up to the 
great significance of the release of the Libra white paper. The development of private digital currency 
is unstoppable, but private digital currency can't be one of the world's largest and in a state of monopoly. 
There is bound to be competition and cooperation in trade with countries. China has a sound Internet 
financial market and financial technology foundation. It should seize the current opportunities and 
actively participate in private digital currencies' research and development and market competition. 

4. Conclusion 
With the rapid development of economic level and industrial digitization today, the development 

field of digital currency has become an arena for competition among major economies in the world. 
As a representative of China's digital currency, the digital renminbi (CBDC) therefore represents 
China's long-term development carrier. According to the discussion in this article, China's digital 
currency has ushered in a significant development opportunity. This is because China has achieved a 
certain amount of trade in the digital currency field, reaching 34.5 billion yuan. At the same time, 
taking into account the existence of COVID-19, digital currency will protect people from face-to-face 
communication and avoid the possibility of paper currency spreading the virus. However, the inherent 
financial nature and security of digital currencies are also testing the carrying capacity of the Chinese 
government and banks. In addition, challenges from other countries and private individuals in the 
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world have always existed. Therefore, how China's digital currency uses opportunities to avoid risks 
and threats will become more critical. The author believes that a feasible policy to promote digital 
currency will include the following three aspects. 

First, the Chinese government needs to speed up the construction of information infrastructure to 
stimulate market vitality. The basis of the operation of digital currency is the Internet and mobile 
devices. China still has large regional and urban-rural gaps, high construction costs, and technical 
instability. Concerning the infrastructure necessary for the development of financial technology such 
as the Internet and mobile devices, taking the opportunity of the country to promote "new 
infrastructure", through preferential policies such as tax reductions and exemptions, speed up the 
promotion of information infrastructure such as the Internet and communications in key and weak 
areas construction. Remove physical barriers and space constraints in the development of finance and 
digital technology. At the same time, based on strengthening risk control, appropriately relaxing the 
entry barriers or policy systems of related industries such as finance, monetary policy, and 
technological innovation. 

Second, the advanced and mature technology that can bring convenience to digital currency is 
applied to traditional banking services and financial products to enhance customer experience and 
comfort. On the other hand, optimizing financial market information through financial technology will 
improve the efficiency of banks and financial markets. In addition, actively undertake capital 
investment and technology transfer from developed countries, learn from each other's strengths, and 
breakthrough digital currencies' technical bottleneck risk restrictions. 

Third, China needs to increase investment in the research and development of digital currency core 
technologies and improve the design of digital currency supervision. The product and competition of 
global digital currency is essentially a competition of science and technology. China should seize the 
opportunity to further upgrade the core technology of digital currency and strengthen the technological 
upgrading of digital currency in terms of data security, transaction security, and risk control.  

Taking blockchain technology as an example, the speed and magnitude of digital currencies in 
transactions are further improved by solving blockchain expansion and compatibility issues. At the 
same time, actively introduce overseas information technology talents and effectively absorb 
international advanced technology and experience. China needs to complete and improve the top-level 
design of digital currency supervision as soon as possible, formulate specific regulatory mechanisms, 
implementation measures, and risk prevention, build a digital currency regulatory framework, 
accelerate the improvement of relevant laws and regulations, ensure that there are laws to follow, and 
effectively avoid risk probabilities. 
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