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8 http://www. mca. gov. cn/article/fw/xzsp/shtt/cldj/bszn/
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HDOLFMTE D, 1978 DO UM HBUR T 12 NGO DB FLNBAs SV TLIRAkGE L TR 5
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% http://www. mca. gov. cn/article/sj/tjgh/2017/201708021607. pdf
' https://www. npo-homepage. go. jp/about/toukei-info/ninshou-seni
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" http://mjzx. mca. gov. cn/article/zcfg/201304/20130400437169. shtml

2 http://mjzx. mca. gov. cn/article/dfxx/201304/20130400436985. shtml

B http://www. npc. gov. cn/npc/dbdhhy/12_4/2016-03/21/content_1985714. htm
“ http://www. chinanpo. gov. ¢n/700100/92623/newswjindex. html
POTRERTFZOHBERME] 22 LTV E0,
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"https://www. npo—homepage. go. jp/about/toukei-info/ninshou-bunyabetsu
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" https://tsukuba. repo. nii. ac. jp/?action=repository_uri&item_id=39083&file_id=17&file
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Y https://ksu. repo. nii. ac. jp/index. php?action=pages_view_main&active_action=repositor
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2 http://www. court. gov. cn/zixun—xiangqing—24071. html
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#1

Average Check-out Amount On WeChat Store Is Around 200RMB

_______________________

2017Q2 2017Q3 2017Q4 2018Q1 2018Q2
Note: data points defined as WeChat Official Accounts with Read More
button links to one or multiple Youzan Shops in the "Self-media® categor

Top Ranked Items Sold On WeChat Socail Store 2018 H1

$LLTDIDCOY

ower-brush English  Mouth
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ements  T-shirts Ch oc
refresher

Und

H B : WALKTHECHAT WeChat Social Commerce
Report2018

F72 2017 4E 1 AICiE WeChat NIC R =70l T AL WO BT T Ty M7 4 — LB h B
LTz, ZhuL WeChat NTHID Y 7V X v rm— RT3 2 La<HEMTLZ LamEEIcdT 5
PF—ERATHD, I=T BT TAIET—ALY TOHEEROAY— M7 4+ VIRFFSILTZ QR 22—
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*2

Amount of WeChat Official Accounts with E-commerce Links

68% k7 4 —2ALTd B, WeChatShop & [FRH Tl T &
oo /} b H DL LINE Pay 274> 74 LRFTHZ HAEFET
/—) o HDHEBEZDLNDN, T OREEERZFESIL LINE Pay 24
YA FERBRY 12 HDORTH D, i WeChat
2016 2017 2018 Pay, LINE Pay H(ZPRE DML TG ITIIk~x TH D
: ’ 78, WeChat Pay DR LY L DY — 2ADF A%
AREIC LTV DDA LN TH D, BiEGlZE ST 5
L BBROTIANY —=RF 7 =D L7 E
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RN RO 4 538 LIFRI DN HALE & 7R D,
WIZE OAHERE D R A4 He#k 9™ %, WeChat 1 WeChat Pay & Z 41 &EB) L7zt —E 2 DF]
M2 ¥R LTEY, Fr v b ERABROEEL SO, 2016 R HOT — % T WeChat

J17 2 k& WeChatPay OV —vE R LHEEN L7 T v

4837

H #iL : WALKTHECHAT WeChat Social
Commerce Report2018
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HEWZER L LTETEZOLND Z EIXTEICET D XA — b7 4 o ~OFREE D & R —
EADHFENRRNZ L TH B, CNWIC OFFEIC L B & 2017 R THEDO A V& —% v M
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% 2017 MOBILE PAYMENT USAGE IN CHINA REPORT (https://www. ipsos. com/sites/default/files/ct/pu
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+ 2017 MOBILE PAYMENT USAGE IN CHINA REPORT (https://www. ipsos.com/sites/default/
files/ct/publication/documents/2017-08/Mobile_payments_in_China—-2017. pdf#tsearch
=%27Tencent+wechatpay+users%27)

+ The Official WeChat Blog Chatterbox The 2017 WeChat Data Report (https://blog. wecha
t. com/2017/11/09/the-2017-wechat—data-report/)

« WALKTHECHAT What are WeChat Mini-Programs? A Simple Introduction (https://walkthech
at. com/wechat-mini—programs—simple—introduction/)

« LINE Corporation (https://linecorp. com/ja/services/line)

« LINE Pay (https://line.me/ja/pay/merchant/onlinettmd_card)
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The Education of Rural Migrant Children in China
Emin Kursat Aslan

Sophomore, Faculty of Economics

1. Introduction: China’s New Development Model and Education

China’s Communist Party leaders have accepted the decline in GDP growth rate in the past few years
and showed their willingness to shift towards a more harmonious growth model that emphasizes the human
wellbeing, in the 19th National Congress. Furthermore, the Communist Party now aims to improve
competitiveness and sophistication of the manufacturing industry, based on long-term strategies such as
"Made in China 2025", "Centennial Anniversary of the Party " and "The 100th Anniversary of Establishing
New China" goals. To achieve these targets, I believe that the importance of human capital and intellectual
capital will grow faster than ever.

After hearing the words “Economic Development Focusing on Quality”, “Quality Growth”,
“Intellectual Capital”, the first thing that comes to my mind is the aspect of education in the development.
Certainly, since the latter half of the 1990s school education policy and equalization of education have
improved without a mistake, but there are still two big problems. The first one is the educational disparity
between rural and urban areas. In rural areas, problems such as the quality of schools, low entry rates to
school and university are still present. The second one is the educational gap due to household registration
(hukou) system. Many with the rural household registered citizens who live in urban areas are not receiving
equal educational opportunities with their urban household registered. Considering China's future economic
development, long-term national strategy, and a declining labour force due to the ageing population, it is a
serious national agenda to solve problems related to the education of rural registered people and to reduce
disparities.

In this study report, I’ll write about the educational gap due to the hukou system. I will first introduce
the background of educational problems of urbanization and migrant workers, the transition of education
policy, explain the current situation and problems migrant children are facing and will summarize my

opinions.

2. Urbanization and Background of Rural Migrant Children’s Education Problem

Since the opening of China in the 1990s, migrant workers have rapidly moved to cities from rural
areas, from inland to coastal industrialized areas. The labour force of migrant workers was indispensable
for rapid economic development, but people and their families who moved to urban areas with big dreams

are still being hindered by the Chinese household register system.
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The household register system in China restricts and regulates the movement of people, and it is the
main reason behind rural citizens cannot fully benefit social life infrastructure such as medical, housing,
education in an unregistered urban area. Also, it is one of the major reasons for the expansion of economic
disparity. According to the Beijing Municipal’s Bureau of Statistics’ "Beijing Migrant Labor Survey", the
three most feared troubles that agricultural workers living in Beijing are facing are becoming ill (67.8%),
high living expenses (58.6%), children's education (38.6%), Adverse effects of hukou system and stress it’s
causing on can easily be seen.

According to the National Bureau of Statistics' "Rural Migrant Worker Observation Survey Report
2017", there are 285.52 million migrant workers nationwide who are away from their registered household
place more than 6 months. Nearly 70% of the farmers' workers flowed out from the Midwest rural areas
and concentrated into large cities including Beijing, Tianjin, Shanghai, Guangzhou and Chongging.
Looking at the vocational-related survey of this report, it can be understood that the education level and the
income of farmers' workers are low. Only 27% of the workers have high school or higher education diploma,
most of the farmers work in the manufacturing industry/building industry or the service industry, with an
average monthly income of 3485 CNY. Farmers' income is quite low compared with the national average
of 4987 CNY, and average monthly salary per capita which is higher than 10,000 CNY in Beijing and
Shanghai, where many rural workers are living.

Children under 14 years old who moved with their parents are growing enormously too. In big cities,
especially in Beijing and Shanghai, a large number of school-aged are flowing along with their rural migrant
worker parents. As these children have not been able to change their household registration, treated as
temporary populations and until the middle of the 2000s, they were not allowed to enter any public school.
At that time, flowing children either gave up on going to school or only attended a simplified school (such
as a vocational school) made by rural migrants. This negative approach of the government drew severe
criticism from the academy and the mass media as a violation of the educational equality prescribed in the

compulsory education law enforced in 1986. And the way to change has opened.

3. Transition of the Education Policy

Since the beginning of the 2000s, high economic growth continued, the financial situation of the
central government has improved greatly, and the way of reform of the household registration system
opened. As a result of the rapid economic growth mentioned in the previous section, the labour demand
increased and the increase in the rural worker population along with the criticism from the mass also became
a background behind some change in the family registration system. Especially about free of charge

compulsory education, and the educational equality of the migrant children.

67



In 1986, China enacted the compulsory education law for the first time, giving all children the right
to receive compulsory education free of charge regardless of their sex, ethnicity. However, the law did not
provide a detailed explanation about receiving education outside of the registered household area. With the
detailed provisions of the compulsory education law promulgated in 1992 and 1996, the flowing children
got the right to obtain permission from the administrative agencies of the registered place of residence and
if they satisfy the admission conditions at their cities, they could get school education Although they
received the right to go to a public school, many had to pay miscellaneous expenses and a high tuition fee.
Many farmer workers were attending "Private Migrant Worker Schools" due to the strict entrance
conditions of public schools and high tuition fees. However, most of the private schools were not recognized
by the government in the first place, and the quality of education naturally was very low.

In 2006, the compulsory education law was fully revised, it was for the first time that tuition fees and
miscellaneous expenses were paid by the government at the compulsory education stage. And in 2008 the
State Council issued a notice to exempt tuition and miscellaneous expenses of compulsory education in
urban areas. By enforcing these, not only the tuition fee but other miscellaneous expenses were exempted.
In addition, considerable improvements were seen in the education of the rural workers' children, such as
providing subsidies to the economically poor.

In recent years, the phenomenon that can not go to elementary and junior high school due to economic
difficulties is almost disappeared. Rural workers are also being guaranteed with equal educational
opportunities. In addition, under the guidance and financial support of the administration, the private
migrant provides free education. On the system, regardless of someone household registration or the place
of residence, if you are a school-aged child, the right to receive free tuition and other services at a public
school or government-recognized private school is guaranteed.

However, in large cities such as Beijing, Shanghai, Guangzhou, there are many rural migrant workers
who are unavoidably forced to attend private schools because of the difficulties in admissions to public
schools. There are many problems in school education of farmer workers because of restrictions on college
entrance examination as you can not take the exam other than your registered household area. Farmer
workers do not have equal opportunities for education as the children of urban registered citizens while
institutional discrimination against farmers and workers in employment, wages and social security

continues.

4. Present Situation

According to the 2017 Migrant Workers Observation Survey Report, the percentage of migrant

schoolchildren attending the compulsory education is 98.7%. 82.2% of the primary school students are
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enrolled in public schools, 10.8% are enrolled in private schools receiving government subsidies. 85.9% of
junior high school students are in public schools and 9.7% are enrolled in private schools receiving
government subsidies. We can easily say that it is a result of the policy improvement since 2016.

Many of the migrant children are living in the coastal advanced regions such as Beijing, Shanghai
and Tianjin, Jiangsu, Zhejiang, Fujian and Guangdong. In the national average, the ratio of migrant children
in urban areas to children with the local household registration accounts for 12.4%, while in Beijing,
Shanghai, Zhejiang and Fujian they account for 20% to 30%. More than 80% of migrant children are
attending public schools. In terms of composition ratio among inter-province migrant children, Guangdong,
which is home to the largest number of migrant workers, accounts for 18.2% of the total; Zhejiang,
Shanghai and Beijing also have relatively high proportions. Migrant children who have not completed
compulsory education in the school age (6-14 years old) and dropouts in the middle of elementary and

junior high school, are just 1.3%. It is relatively low, but not considering the huge population of China.

5. Problems

In response to the expansion of the migrant children's scale, educational policies have been
implemented to make those children get access to compulsory education, starting with the public schools
at inflowing cities, and as a result, the enrollment rates have been rising. Even though institutionally equal
educational opportunities are guaranteed, strict entrance conditions are used as a means to deter large
population inflows in some major cities. Even after meeting with the complicated procedures and get into
a public school for the first time, problems such as special classes only for rural workers and university
entrance examinations which only can be taken in one’s local household area come out. Next, I will
introduce four main problems that rural worker children are facing and examine them.

The first thing to introduce is economic problems, the high cost of education. Tuition fees and
miscellaneous expenses for compulsory education in urban areas were exempted in 2008, but tuition fees
for private schools and vocational schools still remain, and various donations need to be paid to attend
public schools in areas different from the registered address of the household register. It is a big burden to
rural worker families with low incomes.

Secondly, I’ll introduce the institutional barriers. For rural children to enrol in public schools many
documents need to be submitted for application, and moreover, many of them have strict requirements. For
example, household registration document of the parent and the child him/herself, an identification card, a
provisional residence certificate, a work certificate, a transfer certificate, a planned birth certificate, a proof
of address, a document certifying that he/she lives in the current address for more than a certain period are

commonly needed for application. Some take time and money to arrange cumbersome documents but on
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the other hand, others who do not satisfy the prescribed requirements frequently abandon admission to
public schools. In recent years, real estate prices in urban areas have soared so that income by part-time
jobs can no longer bear on hand.

Thirdly, parents of flowing children frequently change jobs, and there are often cases where it is
necessary to change places to live. For that reason various problems arise, such as refusal to go to school,
attending school years below his/her age etc. These problems are thought to be ended by the implementation
of the new policy issued in 2008. However, as long as the household register remains and restriction of
migration and occupation continues, it is difficult to fundamentally solve problems related to rural worker
children’s education problems.

Fourthly, it is difficult for a rural worker to enter the university, and the rate of advancement to a
higher school is low. In the current college entrance examination system, entrance exams differ in content
and degree of difficulty in each state, and can only be taken at their own local household registered town.
Therefore, many rural workers who wish to continue to do his/her studies return to their hometowns in the
last year of high school or earlier to take the entrance exams. By doing so, the agricultural worker's overall
advancement rate is low, and they lack professional knowledge. Further problems arise such that
employment cannot be made even after graduation, change of urban life and working environment and
response to digitalization is delayed. It can be said that these problems will delay China’s goal to become

a manufacturing powerful country and an advanced country.

6. Conclusion

In just ten years since the latter half of the 1990s, the school education policy of flowing children has
been constantly improved. Until the first half of the 2000s, most of the rural worker’s children had to go to
private migrant schools. But today, they can to receive a free education at public schools or government-
approved private schools. As a background of this major change in the educational policy of the migrant
children, government’s willingness to solve the education disparity problem to realize a harmonious society,
international criticism of the hukou system and the increase of the population of rural workers can be shown.
In addition, excessive and effective utilization of educational resources emerged as an urgent issue due to
the declining birthrate and ageing population in large cities, which also affected the necessity of
supplementing the shortage of workforce working in the regular sector. China did a good job at making free
education at public schools for every citizen. However, there are still problems that have not yet to be solved.
Entrance and advancement to a higher school are still difficult and complicated procedures are necessary
for the application. Even if a migrant child gets into a public school, there are many cases of segregation.

Existing university entrance examination system also becomes a big wall against advancement, it is difficult
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to select a career course after graduating from middle school for rural migrant children. Because of the
above, the psychological distance between rural registration holders and urban household holder residents
is still wide. Inequality in educational opportunities still remains unsolved between children of rural
household and urban citizens. As long as these micro-problems are not solved, China will have to wait for
its dream of becoming a strong manufacturing power and a highly developed country that emphasizes the
well-being of the people. In order to fundamentally solve these problems, the Chinese government must
reform the family registration system which bisects the people and should eliminate discrimination against
rural household holders which has been continued for many years. The Chinese government is aware of
this and the Ministry of Public Security, which is managing the household registration system, is aiming to
abolish the difference of urban/rural household registration by 2020, completion of the new household
registration with more equal travelling, occupation and educational conditions. There are still a lot of tasks

to be done, but I hope to see further progress in solving the education problem in the near future.
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The Characteristics and Future Direction of China’s NGOs

Keisuke Ota
Sophomore, Faculty of Economics

1. Overview
In this paper, I would like to examine the characteristics of the NGOs in China through comparing
them to those in Japan, and think about which direction they will move in and what challenges they may
face in the future. In my opinion, China’s NGOs will positively take in the power of latest IT and grew into
a progressive force in Chinese society. Although the political control by the Communist Party is most likely
to remain as strong as ever, environmental NGOs will increase their influence and play an active role on
the front line of environmental protection in China. On the other hand, as to China’s non-governmental
human rights organizations, their activities will be placed under close surveillance by the government
because their efforts to protect human rights are nothing but an antiestablishment move and a threat to the

regime.

2. Background to the Research

I have been strongly interested in China’s NGOs since I visited a NGO called One Foundation during
our stay in the country. Needless to say, One Foundation is not always a typical example of China’s NGOs,
this organization intrigued me and even changed my entire concept of what NGOs are. Though I cannot
elaborate the profile of One Foundation here for lack of space, one thing which is especially worth
mentioning is that this organization collects donations from people via online mobile payment and money-
transfer systems such as WeChatPay and Alipay. During my stay, I myself made a donation for a charity
program by this organization, and felt that in a charity under the organization’s slogan: “1 person + 1 dollar
+ 1 month = 1 big family” RFFTHE, A AZ1E). Since then, I have been studying about the difference

between Chinese and Japanese NGOs, and was able to find some features unique of the former.

3. What Is an NGO?—Definitions and Types

First, let me give a standard definition of an NGO. The term NGO is often used to refer to a citizen-
based private organization that operates worldwide and independently of any government, as opposed to
an intergovernmental organization (IGO) that stands in a close relationship to the governments of two or
more countries. In this paper, however, I would like to use the term NGO to refer to any organizations that
are independent of any governments regardless of the region of their operation whether it is national or
international. Peculiarly in China, there is a group of organizations that is classified as social organizations,

and I would like to compare them with the NPOs in Japan. From the perspective of the legal procedures
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needed for the registration with the Ministry of Civil Affairs, the social organizations in China are classified
into three types: social groups, foundations, and private non-enterprise units (FRFIEMZEHAT).! Social
groups and foundation have a membership system that conducts direct or indirect public activities with the
funds invested by private companies and individuals, whereas private non-enterprise units offer non-
profitable service with the non-governmental funds. In addition to these, many grassroots NGOs that have

not registered are said to exist, but they are beyond the scope of this paper..

4. Characteristics of China’s NGOs

Figl: The Transition of the number of the Registered Social Organizations in China

(Source: 2017 Annual Statistics on the Development of Social Services®)
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To examine the characteristics of Chinese NGOs, let us look at the number of registered NGOs first.
The registered NGOs in China today amount to more than 762 thousand in total, which can be broken down
into 335 thousand social groups, 6307 foundations, and 400 thousand private non-enterprise units. The

organizations have been on the increase year by year in all the three categories, but the rise of private non-

! http://www.mca.gov.cn/article/fw/xzsp/shtt/cldj/bszn/
2 http://www.mca.gov.cn/article/sj/tjgb/2017/201708021607.pdf
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enterprise units is most remarkable with its annual growth rate of more than 10%. The ratio of these NGOs
to China’s total population is 762 thousand (groups) to 1.386 billion (population), equaling to 1.3 times of
the ratio of Japan’s specified nonprofit corporations (52.7 thousand) to its total population.> Though the
aggregation criterion of the two countries are not precisely the same, the rise of China’s NGOs in general
is remarkable enough. Such a rapid increase of NGOs a phenomenon which has continued to be seen since
the introduction of registration system following the adoption of the open economy policy in 1978. The
major contributing factors to this trend are, for example, the policy of “small government and big society”
(/NBURF K #:45)  implemented in the 1980s and the Private Non-Enterprise Units Management
Regulations* enforced in 1998, both of which eventually allowed the legal registration of private non-
enterprise units. Furthermore, in recent years, the legal environment surrounding China’s social
organizations has been increasingly improved: they were permitted to apply for the direct registration with
the Ministry of Civil Affairs in 2013°, and the new charity law enforced in 2016° prescribed that the
domestic NGOs that are registered as charity organizations are given tax concessions while they are
required to closely observe the government’s instructions concerning the information disclosure and the
transparency of the sources of their funds. Considering that the political and legal situations of registered
NGOs are becoming increasingly favorable, we can estimate that the application for registration will
continue to rise.

Next, let us look at the major fields of activities operated by China’s social organizations. As Figure
2 indicates, the development of rural areas is one of the major fields they devote themselves to. One reason
behind this will be the problem of China’s rural-urban economic inequality. Though having been gradually
corrected, inequality has still remained in many dimensions of the society, making a stark contrast between
rapidly developing urban areas and rural areas which have long suffered under the faulted household
registration system. In fact, in 2003, the Civil Affairs Division issued “The Guidelines on the Promotion
and Development of Agricultural-oriented Local Economies and Reinforcement of Registration
Management"’ and started to take the move toward the revitalization of local economies in cooperation

with NGOs.

3 https://www.npo-homepage.go.jp/about/toukei-info/ninshou-seni

4 http://mjzx.mca.gov.cn/article/zcfg/201304/20130400437169.shtml

5 http://mjzx.mca.gov.cn/article/dfxx/201304/20130400436985.shtml

¢ http://www.npc.gov.cn/npc/dbdhhy/12_4/2016-03/21/content_1985714.htm
7 http://www.chinanpo.gov.cn/700100/92623/newswjindex.html
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Fig2. The Fields of Activities of China’s Social Organizations
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Fig. 3 The Fields of Activities of China’s Private Non-enterprise Units
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Next, let us look at Figure 3, which shows the fields of activities operated by private non-enterprise
units. We can see that their efforts are intensively made for the improvement of China’s education, and, this
too, attests to the urban-rural disparity in this country.® The major contributing factor to the educational
inequality in China is the fact that the family register is still a crucial factor that determines the quality of
education that one can receive. Though some of the public educational institutions in rural areas provide
pretty high-quality education, they are inevitably inferior to those in urban areas. Besides, if a student from
a rural area and with a rural residency status wants to study at a school in an urban area, he is required to
meet more stringent conditions for admission than other students.

Finally, one feature that is commonly seen in both social organizations and private non-enterprise
units is that they attach an increasing importance to the improvement of social services than before. Social
services comprehensively include social security services in general, and nursing care for parentless
children or elderly people are some examples. This move also seems to be linked with the government’s
positive attitude toward the improvement of the country’s faulted social security system. For example, since
its proclamation of “The Guidelines for the Alleviation of Poverty in the Rural Areas," the government
has been aiming at the absolute elimination of poverty by 2020. Besides, the problems of low birthrate and
aging population also need to be addressed urgently. Thus, in the shadow of the rapid growth of modern
China, inequalities still remain in many dimensions of the nations, and one of the major roles of China’s
NGOs must be to fill in the gaps that have left unrectified by the government.

Here, let us compare the activities of China’s NGOs to those of Japanese NPOs.!® In my opinion, a
comparison between the two will suggest that the difference between the two has been caused by the fact
that they are in a different phase of the developmental process as a non-governmental organization. First of
all, the focus of the activities by Japan's NPOs is mainly placed on the area concerning health, medicine,
and welfare, and this will be a reflection of the current Japanese problems of declining birthrate and the
increase in the aging population who need nursing care. In other words, the work of Japan’ NGOs is mostly
to respond to the social needs that call for an urgent remedy. The field of social education is seen as the
second important category, which aims at the increased public awareness of the importance of lifelong
learning and the promotion of the education for working adults or retired people. These fields are not higher
priorities for China’s NGOs yet, mainly because Chinese society has not advanced to that specific phase

where Japann’s NGOs have been.

8 See The Education of the Children of China's Migrant Workers.

° http://extwprlegs1.fao.org/docs/pdf/chn155200.pdf
10 https://www.npo-homepage.go.jp/about/toukei-info/ninshou-bunyabetsu
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Fig. 4 The Fields of Activities of Japan’s NPOs
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Another characteristic feature peculiarly seen in the NGOs in China is that their activities rarely take
the form of advocacy. Instead of putting pressure on the government and calling for social reforms for the
people who cannot speak out, most of the China’s NGOs are engaging in filling in the gaps left unaddressed
by the government initiatives, and often cooperate with the government as its complementary partner.
According to a research (Liu, 2016), among the China’s NGOs, the presence of advocacy organizations
remains as low as 3%, compared to 20% in the United States, and the contributing factor to this can be

found in that the activities of domestic NGOs are under strict control by the Chinese government.'!

5. The Future Direction and Challenges of China’s NGOs

So far, I have described the characteristics of the NGOs in China, and now I would like to think about
what direction they will possibly take in the future. Since in China, the regulation by the Communist Party
will continue to be the most influential power over the domestic NGOs, so I will try to look at their roles
and activities in relation to both the support and control by the government.

First, in my opinion, environmental NGOs will play an increasingly active role in Chinese society in

11 https://tsukuba.repo.nii.ac.jp/?action=repository _uri&item_id=39083&file_id=17&file_no=1
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the future. At present, their presence is not very visible yet in the statistical figure in particular, but they
have been actively engaged in the advocacy work for the environmental protection. For example, in 2003,
China enforced the Environmental Impact Assessment Law, and under this law an international river named
Jiang faced with the threat of a dam construction. This caused much disputes among China’s environmental
NGOs, who successfully obtained the support from both the public opinion and the opposition camp within
the government, and finally forced the authorities to halt the construction of hydroelectric power plant
(Jia0,2012).12

Furthermore, in 2014 the environmental protection law was revised, and the environment public
interest litigation was established, and consequently as many as 93 public-interest lawsuits were filed from
January 2015 to June of the following year."> Currently the Chinese government has shown a rather
cooperative attitude toward the activities of the country’s environmental NGOs, so if the legal framework
can continue to develop, these environmental NGOs will begin to have greater influence in Chinese society.

On the other hand, there also some laws that are meant to control and regulate the activities of NGOs.
One example of these is the International NGOs Management Law enforced in 2017. According to the the
National People's Congress held in 2017, there were estimated 7,000 international NGOs operating in China
as of 2016, and the aim this law is to monitor and govern their activities. Since this law took effect, the
authorities for supervising international NGOs were transferred from Ministry of Civil Affairs to Ministry
of Public Security, and the NGOs were obliged to report their action plans before they are granted
registration. This law, therefore, has strengthened the administrative system to inspect and restrict the
activities of international NGOs inside China. As of 2018, one year after the law was put in force, there are
305 non-governmental organizations working in China, but this number could have been much larger if
there had not been any such law. Furthermore, the law is not applied comprehensively to any field of
activities but being used in a rather selective and arbitrary manner, so that activities that are likely to directly
conflict the government’s intention have not been permitted.'*

Different from the countries in Europe and North America, in China, the violation of fundamental
human rights has remained as a serious issue. However, China’s domestic NGOs have not become full-
fledged enough to tackle these issues. In my opinion, one key to the alleviation of this situation will be a
stronger leadership by the international NGOs working in China. I also hope that the existing regulatory

law against NGOs will be relaxed or amended. Last but not least important point will be that China’s NGOs

2https://ksu.repo.nii.ac.jp/index.php?action=pages_view main&active action=repository action_commo
n_download&item id=2018&item no=1&attribute id=22&file no=1&page id=13&block id=21

13 http://www.court.gov.cn/zixun-xiangqing-24071.html

14 https://www.jica.go.jp/china/office/about/ngodesk/ku57pq0000226619-att/ngo_08j.pdf
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will undertake advocacy activities more positively and contribute to raising public awareness of China’s

political issues concerning democracy and the ethnic minorities.
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Entrepreneurship Education in China
Manami Ohara

Sophomore, Faculty of Economics

1. Introduction
Driven by the rise of sharing economy and e-commerce, China has gained tremendous
momentum for growth in recent decades. The country’s remarkable economic advance attests to the
huge business opportunity and the enthusiasm of innumerable entrepreneurs to seize the chance. A

noteworthy fact about Chinese entrepreneurs is that they launch their first business venture at the age

of 24.67 on average. Characteristically, the
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indicate the growing entrepreneurial spirit at

campuses across China, and made me realized that the business ventures by China’s youth have been

promoted by the entrepreneurship education offered at higher education institutions.

15 The Institute of Labor Science, the Ministry of Human Resources and Social Security. 2016 Survey on
Young Entrepreneurship in China. CreditEase, 2016.

16 Renmin University of China. "4 Report on Student Entrepreneurship in China. Presented at the Forum
Chaired by the Dean of Student Innovation and Entrepreneurship Education Program, 2016.

17 Ibid.

18 MyCOS Research. 2016 Chinese College Graduates' Employment Annual Report. Social Sciences
Academic Press, 2016.
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In this report, therefore, I would like to review the evolution of entrepreneurship education in
China, examine its current situation, and finally, consider the challenges that China’s entrepreneurship

will need to address in the future.

2. The Evolution of Entrepreneurship Education in China

In 1978, the Chinese Communist Party announced the shift of its economic policy, and China
experienced a transition from a planned economy to a market economy. Since then, the government
has placed an increasing emphasis on the humanity-oriented education (a type of teaching aimed at
fostering students’ creativity and mental resilience), and it was in this process of educational reform
that the government launched its initiatives to promote entrepreneurship education at higher institutions.
The initiatives proved effective when China came into the second in the global entrepreneurship
rankings among over 60 regions and nations, moving up from its 12th place in 2002. In the following
part of this section, I would like to discuss how the Chinese convinced its people—for most of whom
economic growth had not necessarily been a top priority— of the importance of enterprise and
entrepreneurs, and how it managed to promote entrepreneurship education in the higher education
system of the country.

China’s entrepreneurship education dates back to the late 1990s, when a variety of business
competitions were started to be held at some universities. Among others, the pioneering competition
was the one called Chinese University Student Business Plan Competition organized by Tsinghua
University. This competition was featured in a magazine in Shanghai, and thanks to the public interest
kindled by the magazine article, about 400 students from 120 universities participated in the event.
Triggered by the business competition of this kind, Chinese people’s interest in enterprise grew, which
eventually led to the increasing public awareness of the importance of entrepreneurship education.
Thus, the Ministry of Education experimentally introduced entrepreneurship education to several
universities which included Tsinghua University, Beijing University of Aeronautics and Astronautics,
Heilong University, Shanghai Jiao Tong University, Nanjing University of Finance and Economics,
Wuhan University, Xi’an Jiao Tong University, and North-western Polytechnic University. At the
initial stage, the focus was put to searching for the best form of education that was suitable for each
school, and the general principle itself has gradually been disseminated across the country in ten years.

After going through the experimental phase, China’s entrepreneurship was gradually gaining
positive public recognition; however, it was also facing new challenges. One of them was the shortage
of qualified teachers who have the professional expertise on entrepreneurship education and the

appropriate ability to teach students. To address this issue, in 2003, the Ministry of Education launched
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a series of training programs for researchers in the field of entrepreneurship education. In total, over
200 teachers from over 100 universities attended these programs, learning a wide range of disciplines
that include curriculum design, effective methods of helping students apply their ideas to the reality of
innovations, and the significance of sharing the models, experiences, and theories concerning
entrepreneurial ventures. These programs continued to be run, and by 2012, the number of participants
reached over 1,300.

The expansion of entrepreneurship education in China also encouraged the introduction of KAB
(Know About Business) into China, with the help of China Communist Youth League. KAB is a
training methodology developed by ILO (International Labor Organization) which aims to create
awareness about entrepreneurship among youth.! China adopted KAB with the aim of making its
entrepreneurship education more progressive and at par with global standards. As a result, by the end
0f 2012, about 4,000 teachers had attended KAB courses, and over 800 universities including Tsinghua
University and Zhejiang University had founded a new course named “KAB Introduction to University
Entrepreneurship,” delivering the KAB curriculum to over 300,000 students across China.

Thus, since the first launch of a series of university programs, China’s entrepreneurship
education continued to evolve steadily until it was firmly built on a solid foundation supported by a
wider public recognition, capable researchers and professors, and KAB curriculum. With a larger
number of entrepreneurship courses at university and the growing importance of career education,
China’s entrepreneur education shifted its general emphasis from teacher-oriented to student-oriented
learning, from classroom lectures to seminars, and from rote-learning to critical thinking. The diversity
of China’s entrepreneurship education today can be seen as a reflection of all these radical reforms that

were implemented in the classroom.

3. The Present Situation of China’s Entrepreneurship Education
As I have reviewed above, entrepreneurship education in China has continued to evolve, offering
arange of programs to students. For example, across China, many universities are running accelerators
and incubators to help student entrepreneurs start and develop successful businesses. One major
contribution made by these business incubators is that they can complement what classroom lessons
cannot provide. At present, most of the academic courses in entrepreneurship tend to focus more on

knowledge-learning, failing to provide students with the opportunity to develop their ability to think

19 «“Know About Business — KAB.” ILO, 2011
http://www.ilo.org/wcemspS/groups/public/---ed_emp/documents/publication/wems_159163.pdf.
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flexibly or gain experience-based knowledge. What is needed to improve the present situation is to
make the educational environment more relevant to the realities of start-ups, and it is here that
incubators can make a positive contribution because they can offer students a rare opportunity to
develop good connections in the small-business sector. Accelerator in Zhongguancun run by Tsinghua
University serves as a good example. Different from the ordinary type of incubators that aim to help
existing ideas develop, this incubator attaches most importance to developing innovative talents and,
therefore, helping individual entrepreneurs hatch unique ideas of their own. In other words, the top
priority of this incubator is literally to breathe the entrepreneur “spirit” into the youth’s minds.
Specifically, this incubator accepts not only the students of Tsinghua University but also those from
other schools and those who have a full-time job, and provides students with such services as free
office space up to three months, the consulting for setting up a business, and the opportunities to meet
investors and business people. In addition, the location of Zhongguancun in the vicinity of two major
universities—one is Beijing University, which has a high reputation for its humanities studies, and the
other is Tsinghua University, which is renowned for its science studies—has made this area a uniquely
favorable environment for launching new businesses. Especially for students, the area is beneficial
two-fold: for one thing, it gives them easy access to major universities, and for other thing, the
researchers and professors in this area are often practically involved in business and enterprise as well.

Before closing this section, let us compare Chinese and Japanese entrepreneurship education. In
China, the focus is placed on the education of entrepreneurial “spirit” or the creation of enterprising
culture among the youth, but the teaching of practical methods for launching businesses is not
necessarily emphasized. In Japan, on the other hand, there are many university programs for young
entrepreneurs, but their main objective is to help those who have already been entrepreneurial minded
to be more successful in actually running their start-ups. For example, Business Plan Competition held
at Hitotsubashi University is meant to help students’ innovative ideas to be realized as business
ventures. Another example is Hatchery, or an incubator organized by Japan University of Economics,
which also helps those who have feasible business plans to put them into practice®. Neither of these
aim at creating positive attitude toward entrepreneurship among students; rather, the emphasis is placed
on helping student entrepreneurs learn and choose most effective strategies for running a successful
business venture. To sum up, therefore, if compared to the Japanese model, the Chinese model—

whether it is the KAB methodology or university-affiliated incubators—gives a higher priority to the

20 Navigation for the Japanese University Entrance Examinations, 18 Dec. 2018, www.university-
navi.info/feature/entrepreneur; Hatchery. Entrepreneur Training Center, Tsuzuki Comprehensive School,
18 Dec. 2018, hatchery.jue.ac.jp/business/incubationservicee2ec.html?pid=14265.
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teaching of the awareness and attitude needed for entrepreneurship, and the practical support is of

secondary importance.

4. The Future of Entrepreneurship Education in China

As T have discussed in the previous section, in China, the educational efforts have been made
both to create awareness about entrepreneurship and encourage entrepreneurial success among the
youth. In my opinion, however, China's entrepreneurship education is still in the early stage, and is
facing various problems to be addressed.

One major problem is that China’s entrepreneurship education still lacks an integrated
educational system at a national level. If China aims to increase the awareness of entrepreneurship
across the country and strengthen the current entrepreneurship education further, it will need to build
a comprehensive educational system and place the diverse entrepreneurship education activities under
one unified scheme. The current systematic void can be attributed to the characteristic feature of the
evolution of China’s entrepreneurship education. As I have discussed in Section 2, at the initial stage,
each individual university was given much leeway to devise their own programs and methods that
would suit the circumstance of each institution. This, consequently, has caused the absence of
disciplinary unity in the curriculums provided by China’s entrepreneurship education. To make the
matters worse, some of the programs have still adopted the conventional teaching method of rote-
learning, or others have confused entrepreneurship education with a more traditional career counseling,
and has resulted in hindering the spread of entrepreneurial spirit itself. In order to eliminate a leadership
vacuum in the current entrepreneurship education in China, I suggest that the Chinese government
should play a key role to integrate entrepreneurship-related programs and activities in the established
curriculum across the country.

In 2014, Premier Li Keqiang promulgated a set of guidelines aimed at encouraging innovation
and entrepreneurship in the country, inventing the slogan of “innovation and entrepreneurship from the
grassroots level across the nation.” Then, in the following year, the State Council issued a series of
relevant documents and regulations, all of which aimed at facilitating the education and activities to
promote entrepreneurship and innovation across the country. This was followed by the
recommendations issued by the General Office of the Central Committee, which urged higher
education institutions to create awareness about entrepreneurship among the younger generation. More
specifically, the committee called for the reform of China’s higher education from the following
perspectives: to create new educational system for fostering future innovators; to establish academic

curriculums for the promotion of innovation and entrepreneurship among the youth; to reform teaching
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and communication methods in classroom; to invite business leaders and other business expertise as

adjunct lecturers; and to provide intensive training to teachers in entrepreneurship programs.?!

The Ratio of Entrepreneurs to the Employed in China
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Thus, the Chinese government has been positively involved in the promotion of innovation and
entrepreneurship in the nation, emphasizing the importance of entrepreneurship education to achieve this
goal. However, aside from its initiatives to increase investors or to fund entrepreneurial ventures, the
government has not implemented any kinds of effective measures to help those who want to be in a
start-up, particularly in terms of the support in legal procedures. In other words, of course, a financial
support which help entrepreneurs put the idea into practice is important, however, it is also important
to support a former stage; a stage of an originating idea. What I want to say is that the official support
by Chinese government for that stage is not enough. In this sense, China’s entrepreneurship education
still has plenty of room for improvement. At present, most of the entrepreneurship courses and
programs available in China are those that were established at universities and companies. This
situation has inevitably caused the problem of rural-urban inequality in entrepreneurship education in
China. While the students of major universities in urban areas such as Tsinghua University and Beijing
University have been given the ample opportunity to attend entrepreneurship-related courses and
activities, those of small-scale universities in rural areas and those who do not attend higher education
institutions cannot gain the benefits of these academic programs. As the graph above indicates, since

the introduction of entrepreneurship education in China’s higher education institutions, the ratio of

2l “China’s ‘New Normal’ for Growth: The Government Initiatives to Promote Innovation and
Entrepreneurship.”  The Japan Institute for Labor Policy and Training, 18 Dec. 2018,
www.jil.go.jp/foreign/jihou/2015/12/china_01.html; Shanghai Office, JETRO. “An Abstract of ‘Some
Recommendations toward the Promotion of Mass Innovation and Entrepreneurship’ (The 32nd
Proclamation in 2015).” 4 Survey on the Ecosystem for the Initiatives to Promote the Efficient Utilization
of Intellectual Assets, Mar. 2018, www. Jetro.go.jp/ext_images/Reports/02/2018/28{6a85fd1944141/
appendix.pdf.
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urban start-ups has been rising whereas the figure in rural areas has been sluggish. It will be safe to say
that one of the factors behind this rural-urban disparity fundamentally lies in the underdevelopment of
entrepreneurship educational activities in rural areas. In my opinion, therefore, for the further
development of entrepreneurship education in China, the leadership by some authority such as the
government’s intervention will be necessary. Can China promote mass innovation and entrepreneurship
further and tap into the potential market of business ventures? It will largely depend on whether the
country can create a more systematic scheme to integrate a range of entrepreneurship programs and
activities established so far, and offer the youth an equal educational opportunity to learn the

knowledge and strategies about entrepreneurship.

5. Conclusion

Since its outset in the late 1990s, China’s entrepreneurship education has rapidly evolved and
promoted the emergence of new business ventures in a range of fields. The growth of entrepreneurship
also called for the appropriate education for those who pursue the life as an entrepreneur. To respond
to this growing demand, Chinas entrepreneurship education continued to develop until it has diversified
into a wide range of entrepreneurship programs and activities across the country. However, as |
discussed, entrepreneurship education in China is still in the process of improvement, and it particularly
needs to be integrated into a more comprehensive and efficient educational system. Otherwise, the
country may risk missing the business opportunities that are still untapped. If China can turn mass
entrepreneurship into new engines of the country’s future economic growth will depend on whether
the government can implement more concrete measures to spread entrepreneurial spirit across the

nation.
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Analysis of the Rise of Entrepreneurship among Chinese University Students
Zhichen Guo

Sophomore, Faculty of Economics

1. Introduction

As a Chinese student living abroad, I have always been interested in the general attitude of my peers
living in China. Since I was at senior high school, I have heard a lot about university students’ enthusiasm
for launching a new business. Being a university student myself now, I want to know more about the
growing trend for entrepreneurship among students and its influence on China as a nation. The purpose of
this report, therefore, is to examine the current situation of student entrepreneurship in China, then consider

its merits and demerits, and finally analyze its social and economic influence on the country.

2. Current Situation of Student Entrepreneurship

The entrepreneurial spirit is on the rise among Chinese university students year by year. According
to The Annual Report on Student Entrepreneurship 2017 by Renmin University, as of 2017, 26% of
university students across China show a strong interest in starting their own business or entrepreneurial
venture, increasing by 18% in one year. Among these entrepreneur-minded students, 3.8% are extremely
motivated, saying that they are determined to set up a business. In addition, it is estimated that more than
200,000 university graduates, or 57.9% of all the graduates in the year 2017, are interested in launching a
business if they have a chance. As Figure 1 shows, the degree of students’ interest in entrepreneurship varies
according to their majors, with engineering students taking the lead, followed by those who specialize in
economics and finance. On the other hand, those who specialize in literature, medicine and agriculture do

not find entrepreneurship much relevant to them.

Figure 1 Chinese University Students’ Interest in Entrepreneurship (by majors)
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Consequently, as much as 24.35% of the start-ups run by undergraduate students are high-tech companies.
Most of them use the online platforms provided by Alibaba or Tencent, and offer new kinds of services to
the online market.

Another noteworthy trend among these would-be entrepreneurs is that they prefer to start their own
businesses while at college. More than 20% students hope to launch their business while they are juniors,
and more than 70% hope to do so before graduation. There are several challenges that thwart their ambition,
though. The most daunting challenge is lack of funds (61.3%), forcing the student entrepreneurs to bear the
entire business expenses on their own during its initial stages at least. Other major problems include a

limited network of business contacts (15%) and the deficiency of administrative expertise (11.6%).

3. Major Motivations behind Student Entrepreneurship

What is driving so many university students to be entrepreneurs? According to The Annual Report
on Student Entrepreneurship 2017, the primary reason is that being an entrepreneur allows them to work at
their own pace (31%). Secondly, they are inspired by other entrepreneurs who have achieved great success
(26%), and thirdly, they hope to live up to their own ideal of social contribution through business and

innovation (18%).

4. The Government Support for Student Entrepreneurship

The Chinese government has implemented various initiatives to promote entrepreneurship among
university students. These initiatives can be classified largely into two categories: educational and non-
educational. As I mentioned in Section 2, one of the major challenges for student entrepreneurs is lack of a
range of expertise concerning corporate management, taxes and commercial law. Considering the situation,
China’s Ministry of Education has implemented new policies to encourage universities and other
institutions for higher education to enhance entrepreneur education in their course curriculum and hold
intensive seminars and lectures at regular intervals.

In addition, the government support also has a financial dimension and others. First, concerning the
financial support, the government has adopted a variety of preferential treatment to help small businesses
secure their funds. For example, start-ups are offered a tax cut, and they are also preferentially treated when
they try to obtain a loan from the government funds. Moreover, the government has been trying to offer
more convenient and favorable conditions concerning business license registration, by allowing much
simpler and easier legal procedures to be applied particularly to small businesses including student
entrepreneurs.

In China, there are far more student entrepreneurs than in any other countries, and this has naturally
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elicited the government’s high expectation of young entrepreneurship as a further booster for the country’s
economy. And this expectation will be one of the reasons why the government is so actively involved with

the promotion of start-up business in the country.

5. The Social Benefits Brought by Student Entrepreneurship

In this section, I would like to discuss three positive contributions that student entrepreneurs can
make to Chinese society. First, innovation by start-ups can contribute to the revitalization of the Chinese
economy. When setting up their businesses, 70% of the student entrepreneurs opt for the so-called “second-
tier” and “third-tier” cities instead of the “first-tier” cities, i.e. Beijing, Shanghai, Guangzhou and Shenzhen.
The second-tier cities such as Dalian offer small businesses a less competitive economic environment and
ample opportunity to break into the market. In addition, the innovative industries and services of start-ups
will boost the local economies by tapping into regional resources, and this will eventually lead to the rise

in the standard of living in China as a nation.

Figure 2 In Which City Do You Want to Set Up Your Business?
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Source: The Annual Report on Student Entrepreneurship 2017

Second, the increase of student entrepreneurs will make the competition for jobs less fierce, and
lower the unemployment rate in China. As of 2017, out of the total of about 7.95 million college graduates
in China, those who secured full-time employment remained below 80%. With more people choose to work
by themselves, those who want to work in companies can get away from the curse of “from graduation to

unemployment”.
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Lastly, the growing trend of student entrepreneurship indicates China’s youth’s increased interest in
social engagement and social needs, and this will eventually help Chinese society move in the right

direction.

6. The Drawbacks of Student Entrepreneurship

This section focuses on three major drawbacks of the growing student entrepreneurship in China.
First, there are few student entrepreneurs who look at their business as a serious, long-term career to pursue.
As I have discussed in Section 3, those who set up businesses out of a strong sense of social responsibility
and aim at solving social problems through their work are rather rare. Moreover, as I mentioned in Section
2, the specialties of most student entrepreneurs are economics or commerce, so they often lack practical
expertise on how to run business. In addition, many of them begin their business soon after graduation, so
they often fail to be responsive to the real needs of society. According to a survey conducted by NetEase
News, while there are many venture capitalists who are interested in investing in the start-ups by university
students, they cannot find those that seem to be worth doing so.

Consequently, student entrepreneurship inevitably entails a high risk, often saddling them with huge
debts immediately after graduation, and sometimes involving even their parents and relatives. Needless to
say, regardless of age, anyone who starts a new business must take a risk, but the risk is by far higher when
taken by young adults. According to The Annual Report on Student Entrepreneurship 2017, the start-ups
founded by university graduates managed to survive for three years remained only 46.8%. Even in Jiangsu
Province, which is famous as an innovation hub, the student entrepreneurs who kept thriving over five years
after the foundation is as low as 5%. Thus, to be a successful student entrepreneur in China is something
extremely difficult to achieve, and the experience of failure can give harmful effects to the young both
mentally and physically.

Student entrepreneurship can also end up wasting social resources. Ideally, innovation ought to be
instrumental in the organic integration of limited resources and their efficient redistribution. However, the
failure of small businesses can result in squandering the social resources. Given that there is a much higher
failure rate with student entrepreneurs, their business ventures inevitably involve a high risk of generating

futile waste of resources.

7. Conclusion
There is a growing entrepreneur spirit among university students and graduates across China today.
They have secured the support both by the government and companies. In my opinion, however, students

are not suitable to be the main pillar of China’s innovation. For any country today, innovation is the key to
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their successful future, and ought to be encouraged by those who are more experienced and capable than
students. As to students, they need to gain extensive experience and enhance their social competence before

they can start such businesses as can truly contribute to the development of Chinese society.
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1. Introduction

What comes instantly to your mind at the mention of China today? I assume many of you will
think of the new type of online services such as mobile payments and sharing platforms. China is, no
doubt, a nation that has achieved remarkable economic growth and has kept producing new services
and commodities continuously. However, I think that the country has now reached a new stage, where
it is required to stop focusing only on the expansion of industry and technology and face numerous
domestic problems that need to be addressed urgently. It is time for China to move on to the “next
stage.” The Chinese population aged 65 and over has reached 150 million by now, and the aging
population is one of the gravest issues that the country is facing today. Naturally, the population of the
aged is estimated to continue to grow, and China must take urgent action to address this issue. In this
report, I would like to examine the current situation of the China’s aging problems in comparison to
that of Japan, and think what measures could potentially help the country to minimize the negative

impact of aging on the country’s future.

2. The Current Situation of China’s Aging Population

According to WHO?’s definition, “an elderly person” refers to a person who is aged 65 or over,
and if we apply this to China today, 11% of the country’s total population is the elderly. Now the
percentage of the elderly?’. At one glance, this figure may seem rather small, particularly if it is
compared to that of Japan, which amounts to 27%?23. However, the fact is that China’s total population
is as large as 1.4 billion, and the sheer number of the country’s elderly reaches 150 million. Besides,
China is aging exceptionally rapidly. Figure 1 indicates the speed of population’s aging in major
countries, comparing the time required or expected for the percentage of the population aged 65 and
over to rise from 7 % to 14 %. The sharper the line in the graph is, the faster the country’s population
is aging. The third line from the right represents China’s aging, and we can see that China’s aging

process is happening at a much faster rate than other countries. Another point that is worth noting will

22 Global Note. (2018, July 5). The ratio of the elderly to the total population by countries. Global note.
Retrieved from https://www.globalnote.jp/post-3770.html

2 Ibid.
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be that China and Japan are aging at almost the same speed. In China, the ratio of the elderly to the
total population reached 7% in 2002, and the figure is estimated to rise to 14%, 25 years later in 2027.
This resembles what happened in Japan, where the elderly increased from 7% to 14% of the overall

population in 24 years.?*

Fig.1 The Speed of Population Aging:

Time required or expected for percentage of population aged 65 and over to rise from 7% to 14%
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Source: WHO, Global Health and Aging

3. The Urgent Need to Address China’s Aging Problem

(1) The Impact of Rural-Urban Inequality on China’s Elderly Population

In China, a conspicuous economic inequality exists between the elderly living in urban areas
and those in rural areas. While the average annual income of the urban elderly residents is 17,892
RMB (about 300,000 yen), in rural areas the amount drops to one fourth of this figure, or 4,756 yuan
(about 80,000 yen)?. Figure 2 shows the rural-urban differences in the income sources of the elderly
population. The ratio of the rural elderly residents who are provided with pension benefits is very low,
so most of them are dependents of their family or earn a living on their own. Characteristically, the
major occupation of the employed elderly is agriculture, and about 85% of the elderly working

population in rural areas are farmers®.

24 Kihara, T. (2008, March). Financial market enhancement and social security in the ageing East Asia —
Possible areas of intellectual assistances. Tokyo: JICA. Retrieved from https://www.jica.go.jp/
jica-ri/IFIC and JBICI-Studies/jica-ri/publication/archives/jica/kyakuin/pdf/200803 soc 01.pdf

%5 Beijing Office, JETRO. (2013, March). An Industrial Survey on China’s Elderly Population. Retrieved
from https://www.jetro.go.jp/ext_images/jfile/report/07001397/ChinaKoreishaRev.pdf

2 Tbid.
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The differences in the health conditions of the elderly are another dimension of China’s rural-
urban disparities. As Figure 3 demonstrates, those in rural areas are generally less healthy than those
in cities. The major contributing factor to this gap is the underdeveloped medical environment in rural
areas. In China’s agricultural areas, access to health care service and institutions is still limited, and
medical fees are usually more expensive than in cities. Living in medically underdeveloped
environment, rural elderly residents tend to be uninformed about diseases and other health risks, or,

even worse, could overlook the fact that they have serious health symptoms.

Fig.2 Income Sources of China’s Elderly Population

Income Sources National Average Urban Areas Rural Areas
Pension 24.1% 66.3% 4.6%
Dependence on Family 40.7% 22.4% 47.7%
Earned Income 29.1% 6.6% 41.2%
Others 6.1% 4.7% 6.5%

Source : JETRO, Industrial Statistics on China's Elderly Population

Fig.3 Rural-Urban Disparity in the Health Conditions of the Elderly

Health Conditions Urban Areas Rural Areas
Very Poor 4.0% 6.0%
Poor 15.1% 22.5%
Moderate 53.0% 50.5%
Good 23.2% 17.7%
Very Good 4.7% 3.3%

Source : JETRO, An Industrial Survey on China's Elderly Population

(2) Social Isolation of the Elderly

In Japan, so-called “a solitary death” or dying alone has been a serious social problem in recent
years, and there is a risk that China may face the same problem. Figure 4 shows the sizes and types of
elderly households classified by their places of residence. Out of a total of 72 million households

having elderly members, over half, or about 40 million are either the elderly living alone or elderly
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couples. Out of the 40 million, 18 million are elderly single households, accounting for 12% of the
country’s elderly population in total. All these figures suggest that there is an alarming prospect that
in China, as in Japan, the elderly’s solitary deaths will develop into a serious social issue. In Japan,
11 % of elderly men and 20% of elderly women live alone*’. A considerable number of studies have
concluded that living in social isolation affects one’s health conditions and causes various health
problems®. In addition, living without support by others or communication with others can impact on
the elderly’s mental health, depriving their lives of comfort, convenience, and the purpose of living.
Then what should be done to address the issue of the social isolation of the elderly? To find solutions,
in the following sections, I would like to focus on the elderly living in rural agricultural areas and

examine what kind of group of people tends to be isolated.

Fig.4 China’s Elderly Households by Cities (The number of households)

Province/ City The elderly living with The elderly Elderly couples
adult children living alone
Beijing 1,642,273 244,364 338,953
Shanghai 2,262,295 361,491 554,695
Sichuan 9,344,875 1,469,058 1,338,203
Total 72,421,211 18,243,921 21,890,227

Source : JETRO, An Industrial Survey on China’s Elderly Population

4. The Governmental Measures Taken So Far
So, what measures has the Chinese government implemented to address the rapidly aging
population? Major governmental initiatives are those proposed in the 13th Five-Year Plan (2016-2020),
so let me focus on this plan in particular. A noteworthy achievement in this plan is that the government
has set some specific goals for launching welfare schemes and establishing a feasible nursing care
system for the elderly. More specifically, the government aims to establish a fair and sustainable social
security system where 90% of the population are covered by a national pension program and 95% are

covered by a national health insurance program?’. In my opinion, however, while the government must

T The Cabinet Office. (2016). Annual report on the aging society for the fiscal year 2016. Retrieved
from https://www8.cao.go.jp/kourei/whitepaper/w-2016/html/zenbun/s1 2 1.html

28 Ohnishi, M. Loneliness is a bigger health risk than diabetes. (2015, April 23). Robust Health.
Retrieved from http://robust-health.jp/article/cat29/mohnishi/000536.php

29 China Office, JICA. (2017). China’s thirteenth five-year plan (A diagram): The schemes designed
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doubtlessly play a fundamental role in addressing the aging population, there is also a limit to the
governmental measures and solutions. In particular, given that the aging problems deeply concern an
individual’s mental condition such as isolation and solitude, the issue of aging has obviously a
dimension that is out of the government’s reach. I believe, therefore, that China needs a new, different

type of solution that can complement what the government cannot provide.

5. National Traits of the Elderly in China

During my stay in China, I found some big differences between the elderly in China and those
in Japan. For example, in many places that I visited, I saw elderly people enjoying meals in company
with others at a large table in a restaurant, chatting about ordinary things on the streets, and playing
mahjong in a café. Even after the dark, some elderly people were dancing to the music in a park, which
seemed to me to symbolize the way people spend their old age in China: they take pleasure in things
such as dancing, tai chi quan, or playing musical instruments. I was also impressed by their positive
attitude to life, their willingness to communicate with others, and the way they keep being active and
outgoing even after retirement. In my opinion, all these are probably attributable to the characteristic
traits of the Chinese nation, and these traits will be an important key to addressing the issue of the

country’s aging population.

6. Future Prospects

(1) The Importance of the Elderly’s Community Participation

As I have discussed so far, the old age inevitably entails financial problems and social isolation,
and I would like to propose the elderly’s community participation as one feasible solution to these
issues. First, through belonging to a community, the elderly can be socially connected with others, and
this will be an immediate solution to their isolation. Then what kind of community will work? As I
have argued in the previous section, the elderly in China are generally sociable and enthusiastic about
spending a good time with others, so it will be ideal if they can be a member of a community where
they can share some cultural programs that are relevant to China’s customs and traditions.

Belonging to a community will also narrow the rural-urban income gap in China. As I have

examined in Section 3, agriculture is the major source of income for the elderly in rural China.

for the elderly population and the goals set for the building of an improved social security system.
Retrieved form https://www.jica.go.jp/china/office/others/pr/ ku57pq0000226d5k-att/seisaku 13 02 ja.
pdf
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Therefore, if the efficiency of agricultural management can be increased, that will naturally increase
the rural farmers’ income, and consequently contribute to the reduction of the disparity between rural
and urban elderly residents. Needlessly, efficient agriculture requires the introduction of machines and
technology, which is out of the reach of individual farmers. And it is here that a community has a role
to play. What I mean is, farmers should organize a cooperative community so that the members can
purchase farm machines and implements or share the latest knowledge and information about
agriculture. If such a community-based network is created, farming in rural China will be more
profitable and stable income source than now.

Creation of a community is useful as a solution to the health problems of the elderly living in
rural areas. As I have mentioned in Section 3, in rural China, medical services and institutions are
underdeveloped, and consequently the elderly living there tends to be medically less informed, and
often fail to realize that they are in poor health. However, if there is a community for the elderly to
belong to, it will provide them with a place to learn and share medical information and knowledge,
and ultimately help them maintain their physical and mental health.

Opinions may be divided on the question who should be the main player to deal with the problem
of aging population. However, whatever measures are to be employed, they will be more effective
when they are implemented at the community level than when they are applied differently in order to
meet individual needs. Let us return to the example of rural farmers that I have mentioned above. The
support for these farmers, whether it is the support for machine purchase or for technical education,
will be most beneficial if it is given not to individual farmers but to their community. Besides,
considering the aforementioned sociability of China’s elderly people, they will be flexible enough to
adapt themselves to a new community. Overall, community participation will give the elderly the
opportunity to meet and communicate with their peers regularly, and I believe it will be a workable

solution to population aging in China.

(2) Shequ as a Unit of Community

As I have discussed above, belonging to a community can help China’s elderly people cope with
the financial and mental problems that are entailed in old age. One point to remember here is that no
one should be left out without belonging to any community. In order not to depart from this principle,
villages or shequ will work as a unit for community formation. Shequ are residential units used as
administrative divisions, consisting of local residents. Each of sheque covers one specific residential
area, so basically all the citizens including the elderly belong to one. Compared to go and chin, China’s

administrative divisions at the higher level, some of which cover as many as 50,000 residents, shequ

99



are much smaller, and most of them cover no more than 1,000 households®’. A tightly-knit village or
shequ will lay a firm foundation for a locally-oriented community that can meet different needs of
each district flexibly. Being a small-scale, this type of community will also make it possible to keep
track of the living conditions of individual elderly persons and make sure that no one is left out of the
benefits. Above all else, the elderly themselves will find the community more approachable if it is in

their neighborhood.

7. Conclusion

It is only in the recent years that China’s aging population started to be discussed as a serious
social problem, and the issue has not drawn a close interest from the country’s youth in general.
However, China’s population is aging exceptionally rapidly and on a massive scale, and the country
needs to act with urgency to address the issue. The government has been trying to reach out the elderly
through its programs of social security and medical care, but there is a limit to what can be done
through these administrative measures. The issue of the elderly population concerns each individual’s
mental problems such as the sense of isolation and the search after a meaning for life, and these
problems will need sensitive handling. I believe it is here that my idea of community-oriented support
can work because it will play as a complement to government measures, providing a mental support

for the elderly. I would like to watch closely how China will tackle this issue into the future.

References
Beijing Office, JETRO. (2013, March). An Industrial Survey on China’s Elderly Population. Retrieved
from https://www.jetro.go.jp/ext_images/jfile/report/07001397/ChinaKoreishaRev.pdf
China Office, JICA. (2017). China s thirteenth five-year plan (A diagram): The schemes designed for
the elderly population and the goals set for the building of an improved social security system.
Retrieved form https://www.jica.go.jp/china/office/others/pr/ ku57pq0000226d5k-att/
seisaku_13_02 ja.pdf

Global Note. (2018, July 5). The ratio of the elderly to the total population by countries. Global note.

%0Guo, F. (2014, November 30). Shequ and nursing care for the elderly—An analysis from a rural-urban
comparative perspective. The society for the China-Japan comparative study on caring labor, the Institute
of social welfare education and research, Doshisha University. Retrieved from
http://gpsw.doshisha.ac.jp/pdf/s_150506b.pdf

100



Retrieved from https://www.globalnote.jp/post-3770.html
Guo, F. (2014, November 30). Shequ and nursing care for the elderly—An analysis from a rural-urban
comparative perspective. The society for the China-Japan comparative study on caring labor, the
Institute of social welfare education and research, Doshisha University. Retrieved from
http://gpsw.doshisha.ac.jp/pdf/s_150506b.pdf
Kihara, T. (2008, March). Financial market enhancement and social security in the ageing East Asia —
Possible areas of intellectual assistances. Tokyo: JICA. Retrieved from https://www.jica.go.jp/
jica-ri/IFIC and JBICI-Studies/jica-ri/publication/archives/jica/kyakuin/pdf/200803 soc 01.pdf
Ohnishi, M. Loneliness is a bigger health risk than diabetes. (2015, April 23). Robust Health. Retrieved
from http://robust-health.jp/article/cat29/mohnishi/000536.php
The Cabinet Office. (2016). Annual report on the aging society for the fiscal year 2016. Retrieved from
https://www8.cao.go.jp/kourei/whitepaper/w-2016/html/zenbun/s1 2 1.html
US National Institute on Aging, WHO. (2011, October). Global health and ageing. WHO. Retrieved

from https://www.who.int/ageing/publications/global health/en/

101



The Development of Online Food Delivery Services in China

Asuka Shimmura
Sophomore, Faculty of Economics

1. Introduction
Through our study trip to China this summer, I was deeply impressed by the fact that the country has
developed into an economic superpower by making the best use of its huge population and enormous vitality.
China is currently at an important new stage in the process of enhancing its global competitiveness, and it
is the reason why our report is entitled Next Stage. Above all, the high penetration of the Internet has given
the country a decisive edge. Most characteristically, the Internet in China provides a social foundation for
a range of day-to-day services that benefit the lives of ordinary people. In this paper, I would like to focus
on the recent development of the online food delivery service in China—which the Japanese equivalent

lags far behind—and analyze what distinctive factors have contributed to the industry’s success.

2. The Current Situation of the Online Food Delivery in China

The online food delivery service industry in China have only a short history, and it is generally said
to have emerged in around 2010. However, the country’s O20 food delivery market expanded tenfold from
21.6 billion Chinese yuan in 2011 to 205.2 billion in 2017, indicating a remarkably rapid growth of the
industry. As Figure 1 below represents, with its ever-increasing annual growth rate, China’s 020 food

delivery market is expected to grow further in the years to come.

Figure 1 The Market Size of China’s Online Food Delivery, 2011-2018
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Source: iiMedia Research

Currently, China’s O20 food delivery market is substantially shared by two major service providers,
Ele.me (# T Ji£), a subsidiary of Alibaba Group, and Meituan Waimai (3£[{#}5¢) backed by the Tencent

Holdings. As of June 2018, Ele.me was the largest player in the market, recording 86.11 million users of
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its food delivery application, followed by Meituan Waimai with 21.97 million users.

How to place an order through these online platforms is very easy. First, download a food delivery
app to your phone or tablet. Next, log in to the app, and select the food you want from a variety of restaurants
registered on the app (See Figure 2 below.). Finally, make the online payment for the food, then your order
is routed to the restaurant. Very soon, your food will be delivered to you by a driver who is available in
your neighborhood. Characteristically, these platforms allow customers to order from a wide array of food
providers including not only restaurants but cafés and even individual housewives. During our stay in China,
we had an opportunity to interact with some students, and we used online food delivery service to order
pearl milk tea. The drinks were delivered in about half an hour, and I was impressed by the convenience
and wide choice of food provided by the service. Not surprisingly, these Chinese students were regular
users of online food delivery platforms—they said they used them at least a few times a week. At lunchtime,
numerous delivery bikes were on the streets in major cities, indicating that this type of service has become
an essential part of the daily life of today’s Chinese, in particular students and businessmen.

What is worth noting is that these online delivery services emphasize the safety of both their app
users and the food they provide. For one thing, customers can post reviews of the services that they were
provided, and thus exert their influence on the sales of restaurants and delivery persons. Consequently, this
has contributed to the restaurants’ increased commitment to the food safety and a drastic decrease in
delivery errors. Moreover, the registered restaurants are now under stricter regulations than before, and this

has resulted in the exclusion of fraudulent restaurants from the online delivery apps and the protection of

Figure 2 A Wide Range of Restaurants Figure 3 A Food Safety Inspection Result
Registered on an Online Food Delivery App Accessible on an Online Food Delivery App
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vulnerable customers such as students from becoming a victim of fraud. As Figure 3 above shows, these
apps allow customers to access internal information about restaurants including delivery agents’ views on
a specific restaurant owner and the food safety inspection results of a specific restaurant. This system has

been an effective strategy for these platforms to improve brand loyalty.

3. Major Factors in the Rapid Development of China’s Online Food Delivery

Now, let us examine how China’s online food delivery has achieved such a rapid growth and
widespread popularity. As I have discussed in the previous section, its convenience is indisputably a major
contributor to the present prosperity of this market. Then, what has made such convenience possible? In
my opinion, it has been underpinned by a combination of advanced IT and new workforce in this country.
First, Chinese society has a highly advanced Internet infrastructure, and this was essentially instrumental
in promoting the development of online food delivery services. Most importantly, a series of steps needed
to complete an online order—choosing the food, paying the bill, routing the order to the restaurant, and
delivering the food to the customer—can be processed entirely through online apps. Take the case of Ele.me
for example. Being a subsidiary of Alibaba Group, Ele.me naturally has a high level of expertise in E-
commerce, and can allow the users with Alipay, an online payment platform established by Alibaba. The
complete digitalization of the whole process of ordering has enabled the platform to provide an efficient,
highly satisfying service for customers. In addition, thanks to China’s large working population, this sector
has never faced a shortage of workforce whether it is in delivery staft or restaurant workers. Though China
is still in the process of its economic development, it already has advanced IT, and it was this unique feature
of China that enabled the business model of online food delivery to grow rapidly. In the emerging nations
in Southeast Asia, on the other hand, cheap labor can be easily secured, but the low smartphone penetration
rate has been a block to the construction of online delivery system. This makes a stark contrast to the
situation of developed countries like Japan, where the bottleneck is not the establishment of online system
but the understaffing in delivery service. I would like to mention here that China’s economic development
has lately caused the problem of increased labor costs, and I shall have more to say about this question later
on.

The eating habits of an average Chinese household will be another factor to consider. In China, the
labor participation rate of women is as high as 64%, indicating a considerable number of married couples
who both work and run a dual-income household. This naturally means that in China, eating at restaurants

has been much popular than in Japan, creating a huge potential of food delivery market.
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4. China’s Online Food Delivery and Its Workforce

The growing popularity of food delivery service in China has naturally increased the demand for
workforce in this industry. In order to secure enough labor force, in particular delivery personnel, online
food delivery providers are willing to employ workers on more favorable terms and at higher wages than
other service industries. Dubbed “horse riders,” online delivery workers can earn about 10,000 Chinese
yuan a month, while the average monthly wage of those working for other delivery services remains in the
range of 6,000 yuan to 7,000 yuan. The employment conditions of online delivery riders are generally rather
favorable, and some major platforms even cover these workers’ insurance. As a result, working for online
delivery platforms has been very popular now, and many workers in traditional delivery services are seeking
new jobs in this sector. Most workers for online food delivery are migrant workers from rural areas, but
they also include those who are from urban areas and have failed to get a better job. Ele.me employs more
than 3 million workers in about 670 cities across China, but the company has been understaffed since the
further expansion of its online service.

The beneficiaries of online food delivery industry are not limited to its delivery workers. Small
restaurants and housewives are given new business opportunities too. Through becoming the players on the
online portals, the former can reach a larger number of customers, and the latter can earn money by selling

their homemade dishes.

5. The Challenges and Future of China’s Online Food Delivery

As we have seen in the previous sections, the successful business model of China’s online food
delivery industry provides great convenience for its customers. However, the industry has been facing some
challenges to overcome. The most crucial problem is the lack of workforce and the need of funds to deal
with this it. Currently, China’s online food delivery market has been dominated by two major companies,
Ele.me and Meituan Waimai, which are fiercely competing with each other. Other companies, on the other
hand, are desperate to prevent the exodus of their employees to more lucrative jobs at the major companies,
and have worked out methods of self-defense such as giving the employees a special allowance. As I have
mentioned in the previous section, the average monthly earnings of a delivery rider is about 10,000 yuan.
The fact is, however, it is only 6,000 out of the 10,000 that they are paid in reward for their delivering job,
and the rest is compensated by the allowance. However, if the current oligopolistic market turns
monopolistic, and the competition for workforce among companies ceases to take place, eventually it will
cause the collapse of the current allowance system and lower earnings of delivery workers. This is exactly
what happened to a ride-sharing platform Didi Chuxing in 2016, when it merged with Uber China and

became a virtual monopoly holding about 90% of the market share. After this, Didi Chuxing focused on
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making greater profits at lower expenses, and eventually reduced its drivers’ wages and raised delivery
charge. Consequently, China’s mobile transportation platform business is now turning into an increasingly
high-end service industry.

Let us return to the two major challenges that China’s online food delivery industry has been facing
now: the shortage of workforce and the need to secure the funds for personnel expenses. In my opinion,
one possible solution will be to create a more organic and sophisticated labor system by combining human
labor and Al. As I have discussed, this industry overall offers relatively favorable working environment to
the delivery workers, and the employment in this sector will be seen as an ideal model of employment,
especially for those from rural areas. However, simply maintaining this model will before long saddle the
companies with an unbearable burden of growing labor costs. The price rise of the services will not be a
feasible solution either, given that online food delivery has become part of the basic necessities of China’s
daily life now. Needless to say, the introduction of new technology will cost dearly, particularly in the initial
stages, but the creation of an automated service system will eventually lead to the reduction of labor costs
and the companies’ long-term interests. Food delivery platforms have already introduced Al in order to
process the massive amount of information needed for providing their service. The automation of these
platform are going to be further expanded in the near future by the launching of unattended delivery system
by drones. While drones are definitely a potential replacement for delivery workers, the problem of security
and accuracy during their aerial navigation still remains unresolved. I personally think that what is more
important is to have a perspective to how to improve the efficiency of the existing delivery system. Under
the present system, one driver delivers basically one order at a time, but greater efficiency will be achieved
if the delivering system could be improved so that multiple orders to different customers in the same
neighborhood can be delivered by one same rider. Another effective way for saving time and labor could
be to establish several collection centers for orders to be delivered to the neighboring areas. The
introduction of a new delivering system could cause new kinds of problems such as longer delivery time or
the difficulty of delivering the food before it gets cold, but these will be problems that can be solved by a
combination of better information management and a more efficient delivery system.

The benefits of digitalization of Chinese society have now reached everyone across the country, and
online food delivery is only one of those countless benefits. Having said this, it is impossible to completely
replace human labor with automated machines, and it is always human power and efforts that can provide
the foundation for the convenience of Chinese society today. The key to the convenience of any society.

China’s continual development will largely depend on the successful integration of human and digital labor.
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A Microcosm of the Development of China’s Industry Seen from the History and Present
Situation of Zhongguancun
Bochen Fu

Sophomore, Faculty of Economics

1. Introduction

In recent years, Zhongguancun, which is called "China's Silicon Valley" and located in China's capital
Beijing, has been changing. As we observed in China's field survey, which conducted in September 2018,
Zhongguancun is becoming a knowledge-intensive street. And this situation is similar to China's recent
change in industrial structure recently. An especially noteworthy point is the above two changes have things
in common. Then, from the development of Zhongguancun, we are able to estimate the future industrial
structure of China.

In this report, after introducing the history of Zhongguancun and China, I will examine what kind of
things they have in common and predict the development Zhongguancun will achieve as well as the

prospects and challenges China will face from now on.

2. Introduction of Zhongguancun

Firstly, I will briefly introduce Zhongguancun.

Zhongguancun is an electronic product street built by the government immediately after China
implemented the reform and opening-up policy in the 1980s®!. At the beginning of the 21st century, the
main items for sale in Zhongguancun were mobile phones and personal computer parts. Therefore,
numerous electronic shops were built in Zhongguancun. Back to that time, Zhongguancun could not be said
to be the Silicon Valley of the United States, but rather a place is similar to the Akihabara in Japan. Other
than that, there were many counterfeit items among the products sold in Zhongguancun.

In 2015, the Chinese government conducted a program called "Entrepreneurship China -

Zhongguancun Leading Program"32

in Zhongguancun, making Zhongguancun a base for entrepreneurship
in China. Specifically, during the economic development of China, Zhongguancun became the center of
entrepreneurship in China, especially in the high-tech field. As we saw in the field survey, Zhongguancun

has student incubators and programs to support entrepreneurship. In this way, since 2015, Zhongguancun

31 2018. Zhongguancun history in review. Zhongguancun Science Park.
http://www.chinadaily.com.cn/m/beijing/zhongguancun/2018-07/19/content_36608723.htm

322015, “QNEHREDH XA G TR (20152020 4F) . HIEASRIRIEFIFHEAR.
http://www.most.gov.cn/gxjscykfq/wj/201509/t20150902_121500.htm
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has transformed itself into a quiet entrepreneurial street from a powerful electronic product one in the old
days.

Here, I will introduce one company that could represent Zhongguancun. The company is Jingdong.
Jingdong is now a famous major online shopping platform in China and occupies the second®® largest share
of B2C market share in China. In 1998, China's famous entrepreneur Qiangdong LIU established Jingdong
in Zhongguancun. Since its establishment, Jingdong had been selling parts of DVD players. However, in
2004, Kyoto entered net shopping field, and gradually developing B2C as the main business. Until now, in
addition to becoming a major B2C company, Jingdong is also researching advanced technology on artificial

intelligence.

3. Recent Development

Then, I will introduce the development of China in recent years.

According to the World Bank, China’s nominal GDP is growing at about a rate of 6% per year since
the rapid growth until 20153*. During its gradual growth, the Chinese government aimed at the changing
industrial structure. In 2015, China announced the 13th Five-Year Plan. The plan is the thirteenth Five-Year
Plan of China which is from 2016 to 2020°°. As same as the Five-Year Plan of former the Soviet Union, the
Five-Year Plan of China is a plan of how Chinese society is going to be in next five years announced by
the Chinese government every five years. In this 13th plan, the Chinese government advocated the
development of innovation while maintaining average economic growth. It means that China will switch
from old manufacturing industry to high-tech industry. In other words, it is considered to be a change from
object to technology.

There are two examples of China's innovation.

The first example is China's capital account balance. According to the industry composition of
China's inward direct investment, the manufacturing industry ratio has declined*®. Besides, regarding the

share of the world's foreign direct investment, China had reached a record high of 12.6%*" in 2016 from

3 CIW Team (Feb 28" 2018). China B2C online retail market overview 2017, led by Tmal and JD.
China Internet Watch. https://www.chinainternetwatch.com/23369/retail-b2¢c-q4-2017/
3% 2018. China GDP(current US$). The World Bank. https://data.worldbank.org/country/china

3 HINERT (2016) HERHIEM~FE Y ¥ A XA 4 ¥~ Mizuho Global News 2016
JUL&AUG vol.86, P21

36 INE MG (HABEERERIT)  (Sept 2015) ERRIST I A& 2 th[ERRF O ¥ & 338, DBJ 5
HD F e 2% No.240.

3 SKILFE (Dec 211 2017) bkl 2 % PEMSEONINEEALE. HAE S REERH
https://www.jetro.go.jp/biz/areareports/2017/f2d810bcb3a2a43d.html
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around 8% in 2015. In these booms, overseas investment in high-tech is growing rapidly ascribed to
Chinese foreign investment in 20163,

The second one is the fact that China's smartphone companies are expanding overseas. Huawei, as
one of the leading mobile companies in China, provides products and services for 170 countries®® around
the world. Moreover, Huawei has become the company with the largest number of patent applications

outnumbering Siemens and LG in Europe*’.

4. Contrast Between Zhongguancun and China's Development Route

Then, I will compare the development history of Zhongguancun and that of China from 2015
regarding place, time and features.

The first part is to compare their places. Zhongguancun is a street in Beijing, as mentioned above. A
point that deserves special attention here is that Zhongguancun is a street that was constructed under the
direction of the Chinese government and is considered to be greatly influenced by the Chinese government.
Beijing is the capital of China, and of course, it is the center of development of China. Then, since
Zhongguancun is located in the capital of China, it has a close relationship with China's development and
Zhongguancun.

And in Zhongguancun, "Entrepreneurship China - Zhongguancun Leading Program" - was carried
out in 2015 and in the 13th Five-Year Plan, which is the core of the development of China also announced
in 2015. Overall, the conclusion could be drawn that the development of Zhongguancun and China happens
during the same period.

Finally, this report will analyze the common features of the three developments. The first
characteristic is from "Large amount” to "Small amount". Zhongguancun changed from an electronic
product street where many electronic shops in the past to a company street centering on a small number of
foundations. Meanwhile, while the manufacturing industry ratio in inward direct investment was on the
decline, China was entering the field of high-tech including mobile phones, and the production volume fell
comparatively. With these facts, we can also conclude the second feature - changes from labor-intensive

industries to knowledge-intensive. The electric shop is a place to buy parts from other places and sell at

3% Grzegorz Stec. (May 26" 2018). Beyond Tech Transfer: The Challenge of Chinese Tech Expanding
Abroad. The Diplomat. https://thediplomat.com/2018/05/beyond-tech-transfer-the-challenge-of-chinese-
tech-expanding-abroad/

¥ 2018. . 7 7 — P x 4. https://www.huawei.com/jp/about-huawei

40 Jorge Valero. (July 3™ 2018). Chinese firm Huawei leads European patent applications. Euractiv.
https://www.euractiv.com/section/economy-jobs/news/chinese-firm-huawei-leads-european-patent-
applications/
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shops, which is mainly labor-intensive. Moreover, the entrepreneurship in Zhongguancun needs business
ideas and technology. It could be said to be knowledge intensive. In the same way, the decline in
manufacturing industry and expansion in high-tech overseas means that China has shifted from economic
labor-intensive type to knowledge-intensive type. The third characteristic is that they are both movements
from the government. That is apart from China’s development, "Entrepreneurship China - Zhongguancun
Leading Program" in Zhongguancun is also a movement from the Chinese government.

Therefore, from the three aspects of location, time and features, we can prove that the route of
development of Zhongguancun and that of China are similar. Therefore, the author speculates that the future

development of Zhongguancun can represent China's future development policy.

5. Development and Challenges of Zhongguancun and China’s

In the fifth section, this report will use speculation in the fourth section, and from the development
of the Zhongguancun in the future, I want to predict the development and challenges China will face in the
future.

Through field survey this time, it turns out that Zhongguancun will become the "Entrepreneurial
street" of China in the future. Specifically, it gives opportunities to various people, because of the incubators
for college students. For example, an incubator in Zhongguancun examines the business model brought in
by anyone who wants to build a startup company. Then the incubator judges the business model with the
standard requested by a major company. Moreover, there is no restriction on who could enter the business
contest. As a result, everyone has access to the business contest. Other than that, according to the statistics
0f 2018, Beijing has the most unicorn companies in China*!. Among them, many companies are inaugurated
in Zhongguancun.

In contrast, there are other entrepreneurial cities in China now. One is Shenzhen. Shenzhen is close
to Hong Kong, which is one of China's special administrative regions. Shenzhen has made remarkable
progress as a result of being influenced by the low tax advantage from the government in tariff policy of
Hong Kong and being chosen as the leading city of Chinese Economic Reform. Now in Shenzhen, there
are many high-tech startup companies. Another example is Hangzhou. Hangzhou is the home of Alibaba,
a well-known information technology company in China. Alibaba began promotion of mobile payment
method - Alipay and net shopping platform - Taobao in Hangzhou. Consequently, many IT companies and

retailers were founded in Hangzhou.

4 WALKTHECHAT (May 2" 2018) Study of 151 Chinese unicorns shows Beijing #1 city for startups.
Technode. https://technode.com/2018/05/02/beijing-best-place-for-unicorns/
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Regarding the entrepreneurial route in China, there are three patterns as shown in the Figure 1. As a
result, Zhongguancun has many opportunities to establish the business. It has support from the government
and the most unicorn companies, and it is a pioneer of the entrepreneurship. In addition, there are competing
cities. Entrepreneurial cities such as Shenzhen and Hangzhou have their own strengths. Although it is
unknown how the entrepreneurship in China proceed in the future, the support from the government is
certain.

Furthermore, it seems that China is now on the edge of change. The reason is that while China is
making moderate economic growth, it still tries to change the industrial structure. However, it is facing
several problems. Next, together with the development of Zhongguancun, I will predict the future
movement of China.

Industrial structure in China is undergoing a revolution, from the old industrial structure centering
on the old manufacturing industry. Moreover, according to the government's 13th Five-Year Plan, China
will attempt an innovation revolution, but such innovation is merely rudimentary. Consequently, China will
not be able to completely change from the manufacturing industry during the period from 2016 to 2020.
Due to the high labor costs associated with the growth of the Chinese economy, the manufacturing industry
tends to relocate to Southeast Asia. Meanwhile, in order to develop high-tech industry, China will compete

with developed countries such as the US and Japan. This movement is similar to the problem stated above
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in Zhongguancun. If we assume that Zhongguancun is a microcosm of the development route of China, we
can deduce the following part.

The domestic manufacturing industry and the high-tech industry both have competitors, but after the
13th Five-Year Plan, the Chinese government is planning to change the industrial structure and focus on
the high-tech industry. Moreover, as same as Huawei, this report speculates that China aims to have the
world's top companies. Although China is attracting attention in terms of technology, it is still not

completely developed, so it is difficult to judge the outcome of competition with developed countries.

6. Conclusion

This report compares the development history of Zhongguancun and that of China’s industry in
Beijing and predicts their future development. Because both the facts that the development route of
Zhongguancun is similar to that of China in recent years, and the entrepreneurial center of Zhongguancun
and its competitors could not be judged, we could conclude that China will change it’s industrial structure.
What’s more, China will focus on high-tech industry. However, the process is still developing, and we could
not infer the result of competition with developed countries.

In recent years, the trade friction between China and the United States has become evident, and
President Trump’s attitude has recently raised tariffs on China. These facts are considered to be
disadvantageous to China's industrial structure, especially the high-tech industry. Moreover, the 13th Five-
Year plan ranges from 2016 to 2020, and China plans to provide a new 14th Five-Year Plan at the end of
2019. Besides, because there is an important election in 2022, the importance of the 14th Five-Year Plan is
growing. Based on these facts, the industrial structure transformation that the Chinese government is

focusing on will be a big issue in the future.
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Current Suburban Agriculture in China
Kanade Fujita

Sophomore, Faculty of Economics

1. Purpose
There are many difficult problems such as shortage of successors in Japanese agriculture.
However, in my opinion, the measures that have taken by government or local agricultural associations
are not effective because they rely on “local identity” excessively.
In particular, for example try to welcome young generation by advertising warmth of the local
community, how fun agriculture is and enhance agricultural villager’s communities.
It is true that agriculture has strong indigenous aspects; however, it will be one of the prospect

to solve such situation.

2. Current farmers in China
The word “agricultural area in China” may not have good image generally. Many people
would imagine many problems that we can also find in Japan such as poorness, depopulation, aging
society. Some people also imagine old fashioned wooden houses.

But such situations are wrong at all, at least not so far area from cities we visited this time.
Current Chinese agricultural villages are much modern than we imagine from Japanese media
information. Farmers have large consolidated land and many employees. The number of wealthy
farmers is increasing. We could find many splendid houses.

In my opinion there is clear difference in the way of thinking for agriculture between Japan and
China as background of this rapid progress.

Japanese farmers community are usually stand in really limited range because they are bounded
by household or local communities. This is one cause of the shortage of successors. On the other hand,
the Chinese farmer’s viewpoints are really businesslike. They don’t think that “local identity” is
important. They farm as a company.

Such Chinese farmer's attitude also can be found in system and politics.

Some farmers just employ minimum number of people to manage their farm until the harvesting season
and after that make temporary employment. Cooperative Society, which is a new form of Chinese
agricultural community, is also very rational and businesslike style. I'll mention about it later.

These methods are difficult to realize in Japan. We shouldn’t think that Japanese agriculture is

better than Chinese in all aspects. We must learn from Chinese agriculture now.
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3. Cooperative Society
The word “Cooperative Society” meant the association before People's commune that was
established as a politic of Great Leap Forward in 1958. But this word in current Chinese agricultural
society means different at all.

Cooperative Society means one of the form to run farms. In this form, manager and landowner
are not just one; at least 5 people. They invest or give their land and cultivate together.

The clearest merit of this system is tolerance for new comer. In the first, the reason why
agricultural areas tend to make closed community is strictness to entry new face. They need to prepare
their land, employers, machines and so on. Especially to make sure of land is difficult. It costs too
much for just one person. As a result it becomes the cause of aging society in agricultural area.

From this viewpoint, Cooperative Society is effective not only to run farm but also make the
whole field of agriculture open. In fact, most people who we met at one of Chinese Cooperative Society
were young, in contrast to Japanese major agricultural style; few old people cultivate large size of field
by using agricultural machine. I feel the necessity of new wave about the system for Japanese

agriculture, which become close these days.

4. Urban and rural area
In this paragraph I will mention about the problem between urban and rural area.
The clearest difference I felt was distance. The scale of map is far different from Japanese one.
Sumei island, we visited this time as a sample of suburban agriculture, was about 100 km from
Shanghai. The word “city” “farm” was simple but to connect each other is not easy. I felt that there
is much stronger force to restrain than I think before. Distance from the cities can be clear burden in

many situation such as entering school, job choosing, shopping, and so on.

5. Summary and future vision

Throughout this visit, I keenly felt there are many points we should learn from China. These
days, many problems such as aging society were getting worse and worse in Japanese agricultural area.
I hope that to learn from China would be a solution for these problems. To be enhanced closed
community usually happen not only in Japan and of course it is also effective in some situation, but at
least it is bad for current Japanese agriculture, in my opinion.

Especially the viewpoint that we regard agriculture not as just primary industry or basic support
of food self sufficiency rate but as a business should be known better than now. This is what I realized

by hearing from Chinese farmers this time.
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Of course I don’t think that Chinese system would go well also in Japan simply so I need to learn
Japanese agricultural system again and find a middle ground for compromise.

Finally, though it was just 10 days, this experience was highly productive for me. Chines people's
positive attitude to learn and to get new connection were really stimulating. And I was surprised to
know the Chinese students who I met had also come to Japan to learn agriculture and it was my
hometown. I strongly felt we need such wide vision.

I'll watch the trend of China more than before, try not to forget this experience nor overlook next

changes of China.
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WeChat vs. LINE:
A Comparative Analysis of Chinese and Japanese Mobile Experience
Hisako Mitsui

Sophomore, Faculty of Economics

1. Introduction

Among so many online applications available in Japan, which one will be the most popular now?
Many people will probably think of LINE, and they have guessed right. The LINE users have been
increasing since it started its service here in Japan in 2011. Then what about in China? Are there any Chinese
counterparts? Indisputably, WeChat is one of them. In fact, WeChat plays far more important role in China
than LINE does in Japan. It is not too much to say that WeChat has by now become an indispensable part
of life in China. In this report, I would like to explain the characteristic features of WeChat and the process
of its development into part of the basic infrastructure of Chinese society. I will also compare WeChat and
LINE and analyze the differences in how they are used and what kind of position they have in each society,
and finally consider the potential roles that both of these platforms will probably play in the future of each

country.

2. The Present Situations of WeChat and LINE
(1) WeChat and LINE: Short Profiles

WeChat is a Chinese social networking service application developed by Tencent and released in
2011. The main feature of the app is various massaging services, but it also provides a wide range of other
functions. As of November 2018, the number of WeChat monthly active users in China amounted to 1.0577
billion*2, accounting for 76% of a total population of 1.376 billion in the country**. On the other hand, LINE
is a Japanese communication application developed by LINE and released in 2011, the same year as WeChat
was released. Its monthly active users reached at 76 million as of October 2018*, accounting for about
60% of a total population of 123.45million in Japan*. What are common to these two apps are that they

feature online chat services and have successfully penetrated the domestic market of each country.

42 “Number of Monthly Active WeChat Users from 3rd Quarter 2011 to 3rd Quarter 2018.” Statista.
2019, www.statista.com/statistics/255778/number-of-active-wechat-messenger-accounts.

43 “people’s Republic of China—A Country Profile.” The Ministry of Foreign Affairs. 14 Dec. 2018
www.mofa.go.jp/mofaj/area/china/data.html.

4 “IR Documents.” LINE, https://linecorp.com/ja/ir/library.

45 “Estimated Population of Japan, July-December, 2018.” Statistics Japan. 20 Dec. 2018
www.stat.go.jp/data/jinsui/new.html.
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(2) Characteristic Features of the Two Apps

First, let us look at the way WeChat has been working as part of the basic infrastructure of Chinese
society. As I have mentioned above, WeChat focuses on messaging services as its main feature. These
services include not only text messaging but also voice messaging and video calls. It also offers a function
called Moments, which, just as LINE’s Timeline does, allows the users to share pictures, music and news
stories with their WeChat friends. Moments also makes it possible for the users to share their information
with only those whom they have selected as their close friends. In addition, through Moments WeChat users
can play games, download stickers, register their friends, and find or search their friends. Further, WeChat
has been serving as a platform where numerous Chinese companies have registered their official accounts
and offer a variety of online services. From the perspective of these registered companies, WeChat is
particularly appealing due to the online payment service called WeChat Pay, which allows the users to pay
bills, receive or transfer money, split the bill and so on. This service has been broadly used across China,
where the mobile payment as billing practice

Fig. 1
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Given such a wide range of convenience offered by this payment function, we can consider WeChat Pay to
be the primary factor behind the nationwide development of WeChat into part of basic infrastructure
supporting daily life in China. As Figure 1 indicates, the consumers on WeChat Store spend about 200RMB
or 3,000JYN on average per check-out, commonly purchasing low-priced day-to-day items. All of these
aspects mentioned above will suggest that WeChat Pay has been the main cashless payment method for
daily small transactions in China.

In January 2017, WeChat Mini-Programs were newly launched within the platform of WeChat.
Characteristically, these programs allow the companies registered on WeChat to provide advanced features

to their customers from within the WeChat browser without downloading other applications. The main
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drawbacks of the Mini-Programs are that they can neither be shared on the users’ Moments nor be accessed
through the QR codes that have been scanned and saved on smartphones in advance. In other words, in
order to access any given mini program, the users need to scan the QR code in real time, or run an online
search for the program, or share it on chat. To take a few examples of WeChat Mini-Programs, a shared
bike company has a mini program that enables users to locate bikes and unlock them, and a car company
has one that enables users to locate gasoline stations.

Next, let us examine the main features of LINE. In common with WeChat, LINE focuses on
messaging services, allowing the users to send text and voice messages and making free calls. The news
tab provides the users with many kinds of information that includes the latest news and weather forecast,
and LINE Pay is LINE’s mobile payment system that allows the users to transfer money, share the bill,
spend the LINE points, purchase goods and services at LINE partner shops, and pay the bills for utilities
and online shopping. In addition, users can ordering food and other delivery services from the shops
registered on LINE Pay. Overall, the services provided on LINE can be classified largely into the following
two types. One of them is so-called “Content Platform,” and it provides videos, music, cartoons, games and
others. The other one is called “Life Platform,” which provides a range of day-to-day services including

mobile payment.

(3) The Differences of the Two Apps

Now I would like to focus on the differences between WeChat and LINE in terms of the functions
and how those functions are being used. Both of them provide four types of main functions that include
messaging, Moments or Timeline, access to information, and online payment, but there the similarity ends.
In particular, the four types of common functions mentioned above vary considerably in terms of the
extension level. The biggest difference among all lies in the types of online payment services provided.
Since WeChat and LINE are both online platforms, so the service content varies according to the types and
numbers of the registered companies. Viewed in this light, WeChat Pay has been providing a wider range
of services than LINE Pay. As Figure 2 indicates, as of 2018, 13,387 companies registered their official
accounts on WeChat Shop, providing e-commerce links tied up with WeChat Pay. On the other hand, as to
LINE, there are only 12 e-commerce accounts that have registered on the platform, offering online shopping
experience via LINE Pay as its payment method. Needless to say, the use of WeChat Pay and LINE Pay is
not limited to online shopping, and they are both usable in a variety of occasions. However, it is obvious
that WeChat provides a wider range of service than LINE does. For example, while such services as
ordering food or calling a taxi are available on both WeChat and LINE, buying movie tickets or making an

appointment at hospital are possible only on the former.
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Fig. 2
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The function of Mini-Programs on WeChat marks another difference between the two platforms.
Mini-Programs are a function which is peculiarly offered on WeChat. They are neither supposed to be
shared on Moments or linked with WeChat Pay, so it seems inappropriate to classify them into any of the
four major WeChat functions I have described above.

Next, I would like to compare the functions provided by these two apps in terms of their penetration
rate. Since WeChat provides many kinds of services which are linked with WeChat Pay, this payment
system has been as important as WeChat’s online chat function. As of 2016, out of 0.93 monthly active
WeChat users, there were over 0.78 billion monthly active users of WeChat Pay*®, and this figure is
estimated to exceed 0.8 billion in 2018. It is probably safe to say that almost all WeChat users are the users
of WeChat Pay as well. As to LINE users, on the other hand, they use LINE mainly because of the online
chat and the news tab functions, but not all of them are LINE Pay users. In fact, as of 2017, out of 7.5
million monthly active LINE users, active LINE Pay users remained 30 million per month.

In addition to the payment service, the difference in penetration rate is seen between WeChat’s
Moments and LINE’s Timeline as well. Unfortunately, no comparative statistics are available for the
numbers of the users of Moments and Timeline. However, during my stay in China, I had the opportunity
to ask some local students about their views on these functions. According to them, Moments has been one

of the day-to-day online tools for Chinese people, whereas the number of positive users of Timeline seems

46 Tencent Research Institute, et al. 2017 Mobile Payment Usage in China Report—Smart Life: A Cashless
Reality. China Tech Insights, 2017, www.ipsos.com/sites/default/files/ct/publication/documents/2017-
08/Mobile_payments_in_China-2017.pdf#fsearch=%27Tencent+wechatpay-+users%27.
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to be rather small.

As I have analyzed so far, the difference between WeChat and LINE can be fundamentally attributed
to both the difference between Moments and Timeline and the difference in their payment services. In my
opinion, the difference in the payment service is more noteworthy than the other. In general, WeChat has
realized the full potential of its payment system WeChat Pays, and provides a successful online platform
both as a “Content Platform” and as a “Life Platform.” On the other hand, one of the strengths of LINE is
the high quality of its “Content Platform,” but its “Life Platform” has not yet developed enough to be able
to be closely linked to day-to-day lives of its users. Thus, the role of WeChat is more than a simple

messaging app for its users, and LINE has lagged behind in this respect.

3. Major Factors behind the Differences between WeChat and LINE

As I have discussed in the previous section, WeChat’s payment system, WeChat Pay, is the main
factor which helped WeChat become part of basic infrastructure of Chinese society. Simultaneously, this
payment system can be seen as the platform’s major strength which has differentiated itself from its
Japanese counterpart, LINE. Because of the high penetration of WeChat Pay across China, WeChat has
successfully increased its presence in society, which, in turn, further increased the users of this platform.
Given such a strong presence of WeChat, now I would like to think about what made it possible that WeChat
Pay became an indispensable part of China’s infrastructure, in comparison to the Japanese counterpart,
LINE, which still remains within the bounds of a messaging app despite its having an online payment
system similar to WeChat Pay. To find out where their difference comes from, I will look at the issue from
two perspectives as follows: the social environment of China and Japan as an external source of the
difference, and the more internal factors that are inherent in WeChat and LINE respectively.

First, the most noteworthy external or social factor is that for many people in China, a smartphone
serves as the single major online device to access the Internet. According to a survey conducted by the
China Internet Network Information Center (CNNIC) in China, out of a total of 0.77 billion internet users,
97.5% are smartphone users, amounting to 0.753 billion. It is often said that in China, smartphone
ownership spread much faster than personal computer ownership, which consequently generated a wider
range of digital services intensively available on smartphones. Further, in China, the penetration rate of
credit cards or smart cartds like Suica or Pasmo has been low, so WeChat Pay has never faced fierce market
competition since its launch. The last but not least contributor to the rise of WeChat Pay was its security
and transparency that the traditional cash transactions in China had long failed to provide for consumers.
The inconvenience that endured in the cash transactions in China can be seen if, for example, we compare

the number of automated teller machines (ATMs) installed in China and Japan. As of 2015, there were 0.29
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units per kilometer square in Japan, while in China the number remained as small as 0.09 units per kilometer
square.*’ These figures also indicate that Japan has still been a cash-based society. In addition, the Japanese
consumers are offered several alternatives to cash transactions such as credit cards and smart cards like
Suica and Pasmo, to name a few, and mobile devices are easily available in a variety of forms, so there has
been little demand for a new online payment system like LINE Pay.

Another external factor is involved with a characteristic feature of the commercial practice peculiar
to China. When it comes to the regulation of new businesses, the Chinese government is rather slow to
intervene in the business sector. In addition, in China, commercial transactions often take place on a person-
to-person basis. The payment system through QR codes can be run within the existing infrastructural
environment, and therefore, it does not cost much for privately-run businesses to enter the WeChat Pay
market, which eventually helped the payment system to penetrate across the country.

A broader variety of services provided by WeChat Pay is another reason behind the wider popularity
of WeChat Pay. Concerning this correlation between the variety of services and the number of users, it is
hard to decide which is cause or effect, but it is no doubt that the wide range of services reflect the social
environment peculiar to China. For example, in Japan, the idea of sharing goods or services has not been
accepted so widely as in China, and this has caused the sluggish growth of sharing business in general. The
social environment surrounding delivery service, too, is different between the two countries. Given the
current labor market in China, the country’s online delivery industry will always be able to secure enough
workforce required for its delivery personnel, but this is very unlikely to happen in Japan.

Next, I would like to compare WeChat and LINE by focusing on more internal factors behind their
differences. What is noteworthy is that Tencent, the developer of WeChat, had already launched another
messaging app called QQ in prior to WeChat. Being one of the three major internet companies in China*®,
Tencent provides a wide range of applications including online games and comics, and WeChat is no more
than one of those numerous services of the company. On the other hand, LINE as an app is the only
application that is provided by LINE Corporation, and naturally the range of services is very limited
compared to WeChat. Thus, in terms of the expansion of the services, the development of WeChat has been
enhanced in a more favorable business environment than that of LINE.

To sum up, the difference between WeChat and LINE has been caused by a combination of largely
two types of factors. One of the factors can be attributed to the difference in the social environment in China

and Japan, and the other reflects the difference in more inner environment in which each of the apps was

47 See Appendix to Part 1, Chapter 2 in 2017 White Paper on Information and Communications in

Japan, 2017, www.soumu.go.jp/johotsusintokei/whitepaper/ja/h29/pdf/n1100000.pdf.
48 The other two of China’s major internet companies are Alibaba and Baidu.
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launched and developed.

Let me explicate another difference between the two apps, i.e. the difference between Moments and

Timeline, which I touched upon in the previous section. I assume that this difference has been caused by

the different internet environment in China and Japan. Generally speaking, in China, Moments is used as

Fig. 3 Transition of SNS usage in Japan
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4. Future Prospects

Before concluding this report, I would like to consider what kinds of roles both WeChat and LINE
are going to perform in their respective societies.

As I have discussed so far, WeChat has been almost fully developed both as a “Content platform”
and as a “Life platform,” and has passed the bounds of online presence and become part of real life of the
ordinary. In my opinion, the continuing success of WeChat will depend more on a broader strategic alliance
between WeChat and other companies and services than on the further development of WeChat by itself.
WeChat has already secured a large number of users and made a broad alliance with numerous companies.
Besides, the platform has launched Mini-Programs as the sub-applications within itself. All these facts
allow us to assume that WeChat will remain an influential platform at least in the next few years. The robust

growth of WeChat Mini-Programs indicates that WeChat will continue to expand its usage into the years to
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come. However, I am also concerned that WeChat has penetrated the lives of the Chinese people to such a
degree as to potentially make some negative impact too. The fact that WeChat has substantially been part
of the basic infrastructure of Chinese society means, in other words, that the personal information of the
majority of Chinese citizens is gathered, compiled, and controlled by Tencent, the developer of WeChat. If
this kind of overconcentration of personal information in one private company is going to increase, it may
cause the public opinion to call for the government regulation of the industry.

As for LINE, the platform will aim to increase its users and strengthen its presence in the daily lives
of the users. As I discussed in Section 2, unlike WeChat, LINE will never grow influential enough to be
part of the basic infrastructure of Japanese society, because when it comes to online payment, LINE Pay is
not the only option open to Japanese people, and the influence of LINE Pay is going to remain rather limited
in Japan. Having said this, it is also expected that as the globalization of the country increases—the hosting
of 2020 Tokyo Olympics and Paralympics and increasing number of foreign tourist are said to promote the
country more internationalized—the shift to a cashless transactions will increase, and the potential of LINE
Pay will attract growing number of users.

One thing that is undeniable is that both in China and Japan, one online platform, which was initially
launched as no more than a messaging app, has grown into a powerful presence that exercises a considerable
influence over the lives of ordinary people, and will continue to grow that influence. In both countries, the
gap between the virtual experience and the live experience will be increasingly narrower, and I would like

to observe closely how both WeChat and LINE will transform and adapt themselves to the change.
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Zhima Credit and China’s Social Credit System
Hiroki Yamanaka
Sophomore, Faculty of Economics
1. Introduction

Since I began to study about China a year ago, I have been increasingly interested in the country’s
innovation for two reasons. First, the life in China today seems much more convenient than the life in Japan
despite the fact that Chinese society has still remained underdeveloped in many dimensions due to the
country’s much belated economic growth. Second, contrary to the popular stereotype about China, the rise

of the country’s innovation has been brought about by the fierce competition based on the capitalist idea.
In this report, I would like to focus on Zhima Credit, an online credit scoring system operated via
smartphones. In my opinion, Zhima Credit is one of the numerous innovations in China which will radically
change its society. | want to know more about what kind of potential Zhima Credit has and how that
potential will be developed in the long term. In the following pages, I will examine the roles of Zhima

Credit in today’s China and discuss the future prospects of the credit system.

2. Zhima Credit: A Profile

Zhima Credit is a digital platform which rates individuals’ credit score based on the data concerning
a variety of personal information including their social media behaviors. The system is linked with the
mobile payment application Alipay provided by Ant Financial, an affiliate of Alibaba Group. The score is
calculated according to the data which is based on the information both offered by users (such as academic
backgrounds) and automatically sent to Zhima Credit via Alipay (such as purchase records). The calculation
takes several steps. First, the collected data are classified into the five categories as follows: personal
characteristics, fulfillment capacity, credit history, interpersonal relationships, and behavior and preferences.
Then, as the figure below illustrates, the scores in all the categories are used as the components to determine
one credit score for each individual in the range of 350 points (lowest trustworthiness) to 950 points (the
highest trustworthiness)*’- the diagram to show the individual’s credit score used to be pentagonal
elaborating the sub-scores in all the five categories, but now the display has been updated, and the users are
given only their total credit scores. Characteristically, the users with a high credit score are rewarded with
some privileges such as an unconditional access to a loan without collateral and the exemption from the

deposits required a variety of services, whereas those with a low score cannot enjoy these benefits.>

4 Ryoji Kashiwagi, “Zhima Credit: An Online Platform for Credit Scoring,” Financial Information
Technology Focus, 2017.
0 Ibid.
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Compared to the more conventional credit scoring systems, Zhima Credit is completely unique in two
respects. The most distinctive feature is that it collects and analyze a wide range of personal information
that includes not only one’s financial records (such as the records of purchases and payments conducted on
Alipay) but also one’s interpersonal relationships. Second, the scoring results are basically shared with

individual users, and each user can easily access to one’s own credit score on the smartphone.
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Fig. 1 Example of a User Interface of Zhima Credit

3. The Social Context of the Rise of Zhima Credit

As the mobile payment has become firmly established in Chinese society, Zhima Credit is also
expanding its presence as the standard of China’s scoring system for individuals. In my opinion, one
contributory factor to the rise of Zhima Credit was the fragility of China’s existing credit systems.

The development of China’s financial system used to lag behind other countries. For example, it is
only in the recent decades that China has seen the foundation of credit information corporations for the first
time: the foundation of China’s first credit information organization Shanghai Credit Information Services
Co., Ltd (CIS) in 1999 was the first of its kind, and it was not until 2006 that Credit Reference Centre of
People’s Bank of China (CRC) was established under the direct control of the People’s Bank of China

(PBoC). Moreover, initially these organizations faced difficulties in collecting sufficient amount of
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information required to judge individuals’ credit.’! The inaccessibility to the personal information was
partly caused by the government’s strict policy of keeping personal information closed. To make matters
worse, according to a survey conducted by PBoC in 2015, the ownership of credit history has remained less
than one third of China’s population. Conventionally, the credit card ownership can be a valid source of
information for credit scoring, but credit card penetration has never been high in China. In fact, during our
stay in the country, there were few shops that accepted credit cards, so I found it really inconvenient. China’s
credit information sector was hampered not only by the government’s strict control of the nation’s personal
information, though. Another obstacle was the presence of PBOC, which tried to regulate China’s credit
information sector and consequently made it too weak to innovate the country’s financial system.>

Zhima Credit evolved fast by filling a gap in China’s existing financial system, and innovated the
country’s faulted credit information sector. What, then, enabled Alibaba to develop Zhima Credit? First,
being an e-commerce giant, Alibaba can collect massive quantities of personal data from the customers
through its affiliate Ant Financial’s Alipay payment service. This means that Zhima Credit has access to
the day-to-day personal data of a total of 800 million Alipay users, who carry out a total of more than 100
transactions a day. What is more, these data span over individuals’ payment records, purchasing habits, and
even social interactions. Another genetic factor is the advanced technology that Alibaba possess and uses
for the operation of Zhima Credit. Needless to say, Alibaba’s latest technological resources are something
that was gained through the fierce competition with other IT corporations such as Tencent, and it has proved
to be Zhima Credit’s edge over other existing scoring systems. To sum up, the rise and success of Zhima
Credit as a new credit scoring system relies on its unrestricted access to the mass of personal information

of millions of Alipay users.

Now, let us look at more closely in what respects Zhima Credit has innovated China’s existing credit

scoring system.

(1) Stabilization of the Consumer Financing
Ant Financial has been expanding its consumer financing business through its direct network
with Zhima Credit, and this has contributed to the stability of China’s consumer financing sector

as a whole. This stability was brought about not only by the accuracy in Zhima Credit’s scoring

1 Mingyue Wen, “The State of the Art and the Future of Consumer Credit Reporting System in China: An
International Comparison of Institutional Framework,” The Journal of the Faculty of Commerce, Waseda
University, vol. 65, 25 Dec. 2007, pp. 15-31, 2007.

52 Ibid.
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results but also by the tightly knit relationship between Alipay and Zhima Credit. Alipay is now an
indispensable part of the day-to-day infrastructure for the Chinese citizens, utilized in various
transactions from the payments of small bills to fund management. Getting a lower Zhima credit
score results in lowering one’s transaction amount via Alipay. This also means that those in default
risk being suspended from using Alipay,” and this risk can encourage the users to repay without
fail. By the conventional standards of China’s consumer financing industry, the ratio of bad loans
should be kept below 5, whereas those companies which use the credit scores rated by Zhima Credit
have managed to keep the figure as low as 1%,>* suggesting the reliability of Zhima Credit’s

scoring.

Credit Scoring Trusted by a Range of Online Services

The reliability of Zhima Credit is recognized widely now, and increasing number of start-
ups adopt it as a means to judge customer’s trustworthiness. In particular, for P2P sharing business,
for which the major priority is the creation of a reliable relationship among the peers, Zhima Credit
is a viable option. A good example of this is Airbnb, which uses Zhima credit score when assessing

the user registration.*®

A System to Rate the Citizens’ Trustworthiness

Another point to note is that Zhima Credit has increasingly been seen as the basis for
measuring a citizen’s individual trustworthiness that not only affects the person’s eligibility for
financial services but also impacts other dimensions of his life in general. For example, one match-
making website grants the membership exclusively to those who have received a high credit score
from Zhima Credit*®. The penetration of Zhima Credit is not limited to private sectors, but it has
extended to the public spheres too. For example, at the airports in China, the passengers with higher
scores are allowed to use priority lanes, and those who have extremely high scores have the privilege

of a tourist visa to visit Luxemburg.

33 “Alibaba-affiliated Ant Financial’s Al-based Personal Finance: A Growing Trend toward Loan
Securitization,” The Nikkei, 11 Apr. 2018.

34 “Are the Existing Industries Thrown into Disorder by the Digital Technology?” The Nikkei,

15 Nov. 2018.

Kashiwagi, 2017.
“Alibaba Rates Individuals’ Trustworthiness as a Credit Score,” The Nikkei, 30 Oct. 2018.

129



4. The Future Prospects of Zhima Credit

In this section, I would like to analyze the future potential of Zhima Credit and consider what kind
impact this system is likely to give to Chinese society in the long term. Unlike the typical model of China’s
innovation, Zhima Credit is predicted to increase its influence in China’s credit scoring industry under the
direction by the Chinese government and PBoC. The driving force behind China’s innovation overall is
often generalized as the competition between Alibaba and Tencent in the mobile payment market, but it is
not the case as far as the credit scoring industry is concerned. First of all, the rise of China’s credit scoring
industry was strongly promoted by the government initiatives from the very beginning. That is why eight
private corporations including Alibaba and Tencent have been designated as the agents to launch state-
approved pilot projects and issue their own “social credit” scores.’’ In the light of the strong government
leadership and intervention, the evolution of China’s credit scoring industry is fundamentally different from
the evolution of other online services such as ride-sharing or food delivery.

China’s credit scoring industry is in a strong partnership with the Chinese government. According to
“The General Plan for the Construction of Social Credit Scoring System” published in 2014, the
government plans to implement a social crediting system by 2020, aiming at the reform of the faults in the
existing credit system, the promotion of economic efficiency, and the higher awareness of trustworthiness
among the citizens. The same plan also emphasizes the renovation of the existing financial system through
the acquisition of personal data on a larger scale and the integration of the current credit scoring schemes
into one solid system.”® To achieve these goals, the government desperately needed to utilize the advanced
technology and expertise of a group of private companies, and that is the main reason behind the close
public-private partnership in the reform of China’s credit scoring system.

However, in the last few years, the government is increasingly strengthening its regulation on the
credit scoring industry. In 2018, the Tencent was forced to halt its scoring service less than a day after it
was launched. Zhima Credit, too, has been facing the interference by the regulator. In fact, as 0o£ 2012, none
of the eight companies selected by the PBoC in 2015 for the initial pilots had been granted the official
licenses to launch credit-scoring services.”® All these incidents can indicate the vigilance on the part of the
government against the possibility that Alibaba may use the credit scores as for their own profit making. In
fact, there is concern that Zhima Credit may have the problem of algorithmic fairness, for the company has

been suspected of giving its users a higher score in proportion to the purchase they make on the websites

57 MUFG Bank (China), “The Foundation of Xinlian Promotes the Standardization of China’s Credit
Scoring Business,” China Report, 8 Mar. 2018.

38 Jamin Liu, “The General Plan for the Construction of Social Credit Scoring System (2014-2020): A Brief
Summary,” Mizuho Research Institute, 2014.

% Lucy Hornby, et al., “China Cracks Down on Credit Scoring,” Financial Times, 4 Feb. 2018.
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affiliated to the Alibaba group. It is probably the government’s concern over these issues that was behind
its move to curb the private credit scoring.

I think that the further development of China’s credit scoring industry will be spearheaded by the
central bank. This argument makes sense if we take a new credit scoring corporation Xinlian into
consideration. What differentiates Xinlian from Zhima Credit is that the former is the first and only private
company of this kind which was granted the license to issue credit scores in 2018. Here, we should not
overlook that Xinlian is a joint venture by the aforesaid eight companies of the government choice (each of
which owns 8% of the company’s entire stock) and an industrial organization affiliated to the government
(which is the largest stockholder sharing 46% of the stock).®® This will suggest that the government can
wield a strong influence over this company. In my opinion, the foundation of Xinlian can be seen as part of
the government’s general plan issued in 2014, and is supposed to contribute to the creation of the social
credit system by tapping into the private efforts for credit scoring. What the government intends to achieve
seems to be twofold: for one thing, it plans to create an omnipotent social credit system without losing its
partnership with the eight corporations which implemented pilot projects; on the other hand, the
government also wants to wield its influence over the social credit system by placing Xinlan at its hub.

Nevertheless, Xinlian’s credit scoring system has not been firmly established yet. The company is
not very long since the foundation, so it is still hard for us to grasp its ability and strategies for gathering
the personal information and compiling credit scores for individuals. It is often said that the big data in
Alibaba’s possession is to be passed on to the authorities for the purpose of putting the whole nation under
national surveillance. However, as far as Zhima Credit is concerned, the operational merger with Xinlian
has not taken place®', so Xinlian has not obtained unrestricted access to Alibaba’s massive data yet. The
degree of intervention PBoC intends to make in its management of Xinlian is still vague, too. Therefore, it
will be too early to conclude that the huge quantities of information concerning citizens’ trustworthiness
has now been entirely under the control of the Chinese government.

Having said that, if, in the future, IT giants such as Alibaba and Tencent allow Xinlian to access the
mass data they have gathered, then it will trigger drastic reforms of Chinese society. In the following part,
I would like to look back on my visit to China, and consider what impact could Chinese society may

experience if the government’ concept of social credit scoring is actually put in place.

¢ MUFG Bank (China), “The Foundation of Xinlian Promotes the Standardization of China’s Credit
Scoring Business,” China Report, 8 Mar. 2018
o1 Ibid.
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(1) The Advent of an "Orwellian" Society

As some critics say, | also think that the social credit system is “nightmarish” and “Orwellian”.
Currently, the government is taking the move to strengthen its surveillance of the citizens by the
construction of a powerful network of CCTV cameras installed across the country. During our stay
in China, we were required to have our photographs taken at various occasions such as the hotel
check-in, and I sensed that we were always being closely watched by the country’s monitoring
system. I think this camera surveillance system could be effectively integrated into the social credit
scoring system proposed by the government. If both systems start to work in coordination with each
other, the government will actually be able to monitor the citizens’ behaviors from every aspect, and

rate their worth as a human being.

(2) Reinforcement to Improve People’s Manners

The social credit scoring system might promote the improvement of the Chinese people’s
manners in public places. Though I might need to accept the cultural differences between China and
Japan, I could not help but find plenty of room for improvement in the behaviors of the local Chinese
people on the streets when, for example, I saw car drivers with bad manners and a huge number of
abandoned bicycles. If these kinds of bad manners in public (“bad” from the government’s
viewpoint) are to be monitored and used as the data to compile individuals’ credit scores, and people
with low scores are to be forfeited their right to use, for example, public institutions, then, the social
credit scoring system may offer people an positive incentive to pay more attention to their manners

in public.
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Medical and Nursing Care Service for China’s Rapidly Aging Population
Kazuma Yokoh

Freshman, Faculty of Commerce

1.Introduction: The Current Situation of China’s Aging Population

Fig. 1 Projected Transition of China’s Population Distribution by Ages

2015 2025 2050
Aged 0to 14 17.2% 15.4% 13.5%
Aged 15 to 59 67.6% 65.7% 50.0%
Aged 60 and over | 15.2% 18.9% 36.5%
Aged 80 and over | 1.6% 2.3% 8.9%

Source: “China’s Demographics,” Global Note

First, let us look at Figure 1, provided by a survey on China’s population conducted in 2015. As the
table indicates, as of 2015, China’s population distribution by four age groups was as follows: under 14
(17.2%), aged between 15 and 59 (67.6%), aged 60 and over (15.2%), and aged 80 and over (1.6%). As of
today, the population of the elderly (65 years and over) in China is about 150 million, exceeding the elderly
in Japan by about 3 million. By 2025, though the change may be slight, the proportion of the older age
groups are expected to rise as follows: under 14 (14.4%), aged between 15 and 59 (65.7%), aged 60 and
over (18.9%), and aged 80 and over (2.3%). Then, by 2050, the aging of the population is expected to have
become clearly visible: under 14 (13.5%), aged between 15 and 59 (50.0%), aged 60 and over (36.5%), and
aged 80 and over (8.9%).

China’s population is rapidly aging, and the pace is by far faster than in Japan. China has conducted
a national demographics survey six times by now, and they have indicated that the elderly population aged
65 and over has been steadily grow over the past decades, and it is expected that by 2050, the figure will
have reached 320 million, or 23% of the total population, equaling the proportion of the elderly in Japan
(23.1%) as 0 2010. The population in the oldest age group of 80 years and older is also estimated to account
for 8.9% of the total population in China, or amount to 120 million, which is almost equivalent to the total

population of Japan as of 2018.6?

62 “Demographics of China,” Global Note, n.d., 18 Dec. 2018 (Date of access).
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2. The Current State of the Medical Service in China

Medical service sector in China has been facing some serious problems, and the shortage of
workforce is one of them. Two major factors behind this problem are: (1) in China, the social status of
medical professions are much lower than in Europe, North America, and Japan; (2) medical work in China
is generally lowly paid while highly demanding.

Let us look at the first factor a little more closely. There are many examples which illustrate that
medical work is of low social standing in China. Most typically, there is a rise in the cases of complaints,
the use of act, or bodily injury by the patients’ families against medical workers. According to a survey
conducted by China Medical Association, the number of injury cases was 20.6 per hospital on average in
2008, but the figure rose to 27.3 in 2012.%* Under the circumstance, as high as 40% of medical workers
including doctors and nurses across China have been forced to consider changing their jobs. According to
a survey made in 2011, it is also found that 78% of medical workers do not want their children to choose
to be involved in medical care.

Second, the average income of medical workers in China remains relatively low, and this is another
reason why the medical institutions in the country has been understaffed. On average, clinicians in China
start with a monthly salary of 2,339 yuan, which remains much lower than the starting monthly salary for
an average university graduate, 3,051 yuan. Thus, China’s medical workers get paid disproportionately
badly to the demanding work they are required.

As I have discussed so far, Chinese society is facing not only the rapidly aging population but also a
serious labor shortage in the medical sector. In my opinion, if China aims to continue to fuel its economic
growth in the long term, the country will need to realize and develop the untapped potential of the elderly-

care service industry.

3 “The Harsh Realities of Medical and Nursing Work in China,” SankeiBiz, 26 Feb. 2014.
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Fig. 2 " The scale of Chinese market of medical service had sharply increased after 2000

Scale of Chinese market of medical service
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3. A Comparison of Japanese and Chinese Medical and Nursing Care for the Elderly
(1) China’s Traditional Idea of Home-Based Care of the Elderly
In China, about 90% of the elderly who need nursing and medical care live with or close to their adult

children, compared to 47.4% in Japan. This difference reflects China’s longstanding idea that aging parents

% BMI Research, Worldwide Medical Market Forecasts, 2017 cited in METI, A Report on the
Implementation of the Latest Medical Technologies in Foreign Countries: The Case of China, 2018.
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should be looked after by their children. Partly because of this tradition, it is only in the last two decades
that the government has made a positive move to support the lives of the elderly by building public medical
and nursing institutions and systems for them. The fact that China’s elderly care service has only a short
history has resulted in the absence of the well-organized training schemes for caretakers of the elderly,
which, in turn, has caused the shortage of well-trained workers in this sector. In fact, the majority of the
workers in China’s elderly care service have chosen to be caretakers simply because they were unemployed.
It is no exaggeration to say that at present China’s elderly care is supported by nonprofessionals who have

neither a strong motivation, or experience, or specialist expertise necessary to look after the elderly.®

(2) Widening Income Inequality and the Lives of the Elderly in China

Figure 4 below® is a comparison of income inequality measured by the Gini coefficient among
various regions in the world. Gini coefficient is an indicator that measures income inequality, and it is often
used to represent the distribution of national income of a country to its residents. The ratio ranges between
0 in the case of perfect equality and 1 (or 100%) in the case of perfect inequality, and income inequality is
assumed to be greater in a region or country with a higher ratio.

This graph shows that income inequality in China today is by far the largest among the other regions.
China is inevitably to be a “super-aged” nation very soon, and the country must address the problem of
income disparity by then. Otherwise, the lives of the rural elderly population will receive a severe blow:
most of them have no retirement income securities nor been covered by national pension plan, but earn

their livings by farming and support by their adult children.

65 “The Latest Information of Nursing Homes in China,” II-kea-net, n.d., 18 Dec. 2018 (Date of access).
% Jain-Chandra, Sonali et al., “Inequality in China: Trends, Drivers and Policy Remedies,” IMF Working
Paper, no. 18/127, 1 Aug. 2018.
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Fig. 4 Regional Comparison of Income Inequality Trends

(Net Gini index; in Gini points; change since 1990; average across the region)
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4. Conclusion

China’s population is aging at an unprecedented pace and on the largest scale among other nations
including Japan. As final thoughts, I would like to focus on how the medical and nursing business can
contribute to the country’s efforts to alleviate the problem of aging population.

First, as far as China’s urban areas are concerned, we can assume that there already exists a quite
competitive medical and healthcare market that target the elderly residents, and that these people have had
relatively easy access to high-quality and high-end medical treatment for some time now. On the other hand,
China’s rural areas can provide a huge potential market for the elderly care service industry, and it will be
easier for the medical-related companies to make inroads into these regions. One major challenge will be,
though, that the rural elderly residents generally belong to the lower income bracket, and their average
income is only one quarter of that of their urban peers. Given the circumstance, a successful medical and
healthcare business in rural areas will need careful business strategies such as rigorous cost reduction,
consideration for the local prices, and a reasonable price setting for the medial services and equipment to
offer. Added to this, as I have discussed in Section 2, China’s medical and nursing sector has been seriously
understaffed, and this problem is particularly serious in rural areas. The number of hospitals, clinics, and
other medical institutions or clinics per person is not enough, either. One possible solution for the shortage
of medical workforce and facilities will be the promotion of the Al-based remote medical support system

for the elderly care.

138



If we look at China’s medical device market today, seven out of the top ten companies ranked by
total revenue are all foreign companies or joint enterprises with foreign capital. Among others, Siemens,
GE Healthcare, and Philips Healthcare are the three major medical technology companies that are driving
the Chinese market. However, domestic companies should also aim to make inroads into the existing market,
because that will encourage greater competition in the industry, and eventually, make it possible to provide
high-quality services and equipment at lower prices—particularly in remote areas. If this can happen, it
will revolutionize the lives of the rural elderly residents through offering them better medical services at
more reasonable prices than now. In my opinion, it is here that Al technology, one of the areas where China
can be at its best, is called for because it can bring about a very promising method to alleviate the shortage

of medical workforce and the absence of appropriate medical institutions peculiar to rural China.
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