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Alibaba* 11/11 Shopplng Festival** Retail Ecommerce
Sales woridwide, 2009-2018
billions of Chinese yuan renmfnbl

1934

0.1
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Note: *total sales p d via digital p. service Alipay; ** a mgual

shoppmg promonona.l event that occurs on Nov 11 of every year,

Sing
soume Askcn as cuea:n press release, Oct 30, 2018
242770 wwaw eMarketer.com

1L BE10FEMO MEOH] IZBITLH7 VN0 e a~v—2MBIEOHER (2009-2018 4)

Total online sales for 2018's biggest shopping days
-
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Thanksgiving Day . $3.7billion

Source: Adobe Analytics and Alibat Insider
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A New Era of Sharing Healthcare Expenses!?
The Growing Popularity of Mutual Aid Medical Plans in China
Issey Ito
Senior, Faculty of Economics
1. Introduction

The recent rise of sharing economy in China is impressive enough to catch the attention of us Japanese.
For example, the bike sharing called Mobike and the taxi sharing called DiDi are so often featured in the

Japanese media that most Japanese people will be familiar with the idea of sharing economy.
During our short-term stay in China, we had the opportunity to visit Itatani Kosakushitsu (#X# L.{F
%) based in Shanghai and hear a lecture by Mr. Itatani. In his lecture, he mentioned how the idea of sharing
economy had been radically transforming China’s insurance sector. While this issue has been extensively
discussed in China, it has not been much known in Japan yet. In this report, therefore, I would like to give
an overview of the sharing economy in China and explore its potential to contribute to the building of a
sustainable medical insurance system, especially in a country like China and Japan, which have been facing

the problem of rapid population aging.

2. The Rise of the Sharing Economy in China

First, I would like to give an outline of the sharing economy and its current situation in China.
Although the term sharing economy has not been accurately defined yet, according to Yuji Ueda, the
president of Sharing Economy Association Japan, it refers to “leasing of idle assets such as places, goods,
people, and money among individuals via an internet platform.” The fundamental concept of sharing
economy itself has a long history, and a similar idea has been embraced in Japan in the form of its osusowake
culture. As the Internet and SNSs have made it increasingly easier for any individuals to connect with others
across the world, the sharing economy has seen a rapid development attracting considerable interest from
the business sector.

Initially, there were many sharing economy-related businesses originating in the United States, such
as Airbnb, a private lodging service, and Uber, a ride-sharing service, and many businesses in China
modeled themselves after those American examples. According to The China Report issued monthly by the
Shanghai Office, Chiba Bank, the sharing economy has been accepted so rapidly in China because “the
Chinese people are eager to use goods and services provided by others, or the sharing economy is
recognized as a securer alternative because of the large inroads of mobile payments.”

As shown in Figure 1, China’s sharing economy market has continued to grow in its size though its

growth rate has been reducing. As of 2018, the market size was more than four times as large as that in
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Japan. When we visited Shanghai, we saw shared cycles such as Mobike and shared taxis such as DiDi

almost everywhere, and the market seemed to keep growing for at least the next several years.

Fig.1 The Transition of the Market Size of China’s Sharing Economy
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Fig.2 Shared Bicycles in the Street in Shanghai

3. The Sharing Economy in Health Insurance
3.1. The Current Situation of China’s Health Insurance Market

In this section, I would like to focus on the transformation of China’s health insurance caused by the
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inroads of the sharing economy. Currently, the Chinese government is aiming to provide universal
healthcare access and treatment for all the citizens by 2020. Although the details of the system cannot be
discussed here for lack of space, according to the Nissay Research Institute, China’s public health insurance
system has been facing three problems as follows: (1) the supply-demand imbalances due to the population
aging, (2) the increasing amount of benefits to provide critical illness coverage, and (3) the disparity in
benefits between the two types of existent insurance systems. This has also caused the steadily rising
demand for private health insurance policies.

China is the country with the world’s largest population, so it naturally has a huge market for private
insurance. According to the Nissay Research Institute, as of 2017, China's life insurance market was the
second largest in the world after the United States, growing at the fastest pace among the top five countries.
From these figures, we can say with fair certainty that China will be a leading nation in the global life
insurance market in the future. On the other hand, as I mentioned at the beginning of this report, it is
expected that China will face the problem of the world’s largest aging population with a declining birthrate
as an result of the former one-child policy; therefore, the sophistication of the health insurance system is

an urgent issue for the country.

3.2. Alibaba’s Medical Mutual Aid Plan, Xiang Hu Bao

In October 2018, one medical plan was launched and caught a lot of public attention in China. The
plan was called Hiang Hu Bao, an online plan against critical illnesses designed exclusively for the users
of the Alibaba Group’s services. Surprisingly, only in one month after the launch, the number of the
subscribers exceeded 20 million.

The biggest feature of Xiang Hu Bao is that there are no premiums. Instead, the participants make
the monthly payment only after it is determined according to the sum total of payouts offered to all the
participants. As a result, it is a much cheaper option than traditional types of private insurance products.

Xiang Hu Bao is also innovative in view of how it builds reliability between the service provider and
the subscribers. Conventional insurance companies and their customers are in a relationship of “conflicting
interests” since the profit margin of the former is the premiums after the reimbursements and administrative
fees. Insurance companies have, as it were, the incentives to reduce the interests of the insured. On the other
hand, in the case of Xiang Hu Bao, the Alibaba takes several percent out of every payout as the
administrative fee in return for managing the process, so that the operating company identifies its interests
with those of the participants of the mutual aid plan. In addition, because Xiang Hu Bao is operated by a
major IT company Alibaba, the payout is made via its electronic payment application Alipay, and the details

of the payouts (including how many participants received the payout, the amount of every payout, and so
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on) are constantly disclosed through the app. Furthermore, as the second plan in the Xiang Hu Bao series,
a new medical plan was launched in May, 2018, which is especially designed for elderly cancer patients.
According to the state-run China Xinhua News Agency, as of November 2019, the participants in these
services exceeded 100 million as of November, 2019.

This new market has been drawing a strong interest of giant IT companies such as BAT, causing
increasingly fierce competition for acquisition and a greater market share. For example, in 2019, a major
vehicle distribution app, DiDi and a major e-commerce site, Suning entered the market by selling online

medical plans via the scheme of sharing economy.

Fig.3 The Basic Features of Xiang Hu Bao
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4. Future Perspectives
4.1. Sustainability of the Mutual Aid Scheme

As the growing popularity of Xiang Hu Bao indicates, mutual aid online platforms are likely to
proliferate across China; however, this type of service is also facing several problems.

First, mutual aid plans are currently classified as the online mutual assistance and is considered not

to fall into the category of private insurance products. This means that if the mutual aid is dissolved, no the
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participants’ interests are not protected because of the absence of any provisional measures like the one
available in the case of the bankrupt of a private insurance company.

Second, the mutual aid scheme does not provide saving or asset management services. In the case of
an ordinary life insurance policy, a portion of the paid premium is saved as the policyholder’s installment,
and he can receive more than the total sum of his premiums at the time of the maturity. This is possible
because of the asset management peculiar to the insurance company, where the premiums paid by the
customers are invested in other types of financial products. However, the mutual aid plan does not provide
any of these services, so the participants cannot consider their monthly payments as the savings of their
own.

As aresult, at this stage, mutual aid plans cannot be seen as a substitute for private insurance policies.
Thus, it is common among the Chinese people to purchase a private insurance policy while participating in

a mutual aid medical plan.

4.2. Applicability of the Mutual Aid Scheme to Japan

Until recently, there was no medical plan like Xiang Hu Bao in Japan while the similar types of
businesses were under the regulation based on the Insurance Business Law. However, on July 5, 2019, a
company named justInCase, Inc. utilized the government-led regulation of “sandbox” system and obtained
the official approval for the first time in Japan for selling small-amount, short-term medical insurance
policies.

Fig.4 The Main Features of justInCase’s Wariikan Plan
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The Warikan Plan of JustInCase intends to apply the mutual aid scheme to cancer treatments, and is

currently preparing for the launch of the service while receiving investments from major IT companies such
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as LINE, DeNA, and so on.

5. Conclusion

Through this report, I have examined the potential of sharing economy by covering several related
topics that range from an overview of the sharing economy to the emergence of a new type of medical plan
in Japan that applies the scheme of sharing economy. While writing, I felt the sharing economy would not
simply offer the users an inexpensive medical plan, but also be discussed in a larger context which is
relatable to environmental issues and the idea of mutual assistance. Although the mutual aid scheme still
has some challenges, it brings considerable benefits to the participants such as the medical cost reduction
and the transparency in business operation. The market for this type of products will develop further in the

future, and we should to keep a close an eye on it.
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The Future of China’s Agriculture:
Predictions Based on an Analysis of Its Present State
Ryu Ito

Sophomore, Faculty of Economics

1. Introduction

Can China be considered a developed economy? If you are asked this question, what will your answer
be? Although China has been the world’s second biggest economy since 2011, it does not rank high in the
list of countries by GDP (Gross Domestic Product) per capita. Given these facts, I had always regarded
China as a developing nation. However, during the ten-day stay in China on our research trip, I was deeply
impressed at seeing the prosperity of Beijing and Shanghai with my own eyes, and realized that Chia’s big
cities were more advanced than the average urban areas in other developed nations. Thus, since our research
trip, I have been especially intrigued to know what kinds of industries were instrumental to the present
success of those vast cities in China.

The modernization of a city invariably needs to be propelled by some core industries. Among a range
of industries, food, clothing and housing are the three fundamental areas that are essential for any city to
be modernized. As for Japan, the food industry has lately been a particularly hotly debated area, and is
replete with controversies such as the country’s decreasing food self-sufficiency rate, the globalization of
the food market, the lifting of the tariffs imposed on the imported agricultural products, and domestic
farmers’ lobbying against this move towards the elimination of tariffs. In view of the current state of
Japanese food industry and the future of the country’s agriculture in particular, I assume that a close
examination of the present state of agriculture in China will allow us to think about the future of Japan’s
agriculture from a different viewpoint, and possibly give us some useful hints to address agricultural issues
that we are facing now.

With this intention in mind, I would like to develop my argument by dividing it into four parts. First,
I will outline agriculture in China in general. Then, I will analyze China’s agriculture both in its production
and consumption, and consider the impact of the country’s ongoing economic development on its
agriculture. I will also inquire into both the bottlenecks of China’s agriculture and the counter measures
implemented so far, and finally conclude the paper by presenting my own view of the future of agriculture

in China.
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2. The Present State of Agriculture in China
2.1. An Overview of China’s Agriculture

As of 2018, China was the world’s most populous country with a total population of about 1,395
million." This figure accounts for 18 percent of the total world population, indicating the extremely high
population density in the nation. It is noteworthy that China has fundamentally achieved self-sufficiency in
staple grains to feed its population. Statistics show that in the last decade, China has been producing 21-23
percent of the world’s net production of staple grains such as wheat, rice and corn.?

So far, China’s economy has continued to grow by 6 percent or more per year, consequently producing
an increase in the national income. In addition to the increased national income, some other factors such as
the development of the food-processing industry and the modernization of the food distribution channels
have affected the food preference of the Chinese consumers. Such a change in dietary habits is, however, a
phenomenon limited to urban areas, and the reason for this regional difference can be attributed to the
widening urban-rural inequality in income. In fact, according to a survey, as of 2007, the income inequality
between urban and rural Chinese residents was at the ratio of 3.33 to 1, revealing a fundamental regional

disparity in affluence in China.?

2.2.The Present State of Food Consumption in China
As I have stated above, the increase of national income is gradually transforming the food consumption
in China. More specifically, the staple food such as grains, potatoes, and beans is being consumed less and

less while animal proteins like meat, poultry eggs, marine products and milk are being consumed

! International Monetary Fund. (2019, October). World Economic Outlook Database. Retrieved from
https://www.imf.org/en/Publications/SPROLLS/world-economic-outlook-
databasest#sort=percent40imfdatepercent20descending

2 Kawahara, S. (2016, March). Food problems in China. PRIMAF Annual Report 2015: Agricultural
Strategies in China, Indonesia, Central and South America, and Africa, 1-62. Retrieved from
https://www.maff.go.jp/primaff/kanko/project/27cr11.html

3 Shimowatari, T. (2009, March). China’s ability and strategies to feed its people. The Annual Report 2008,
Food Marketing Research and Information Center: The Present State of Agriculture in Asian Countries, 17-
48. Retrieved from

https://www.maft.go.jp/j/kokusai/kokusei/kaigai_nogyo/k syokuryo/h20/pdf/h20 asia 00.pdf
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increasingly year by year. This changing consumption propensity has affected China’s food supplies as well,

which I will discuss further in the next section.

Fig. 1 World’s Wheat Production (Rankings by Countries)
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2.3. The Present State of Food Supply in China

As I have mentioned earlier, China is the most populous nation in the world with a total population of
1,386 million. Despite the sheer country size, China has fundamentally achieved self-sufficiency in staple
grains. Take wheat, for example. China produces 131.68 million tons of wheat per year, exceeding the
annual wheat yield of Russia, the world’s largest wheat exporter. As for rice, as of 2014, rice production in
China amounted to 144.5 million tons while the domestic rice consumption reached 147.5 million tons,
meaning the imported rice was as small as 3 million tons in volume, and its proportion to the total rice
consumption in China was only 2 percent.*

Since the beginning of China’s modern history, the country has long prized food self-sufficiency as its
political ideology. As we have seen, as far as wheat and rice are concerned, self-sufficiency has been
achieved to a degree. On the other hand, as Figure 2 indicates, with regard to soybeans and vegetable oil,
the production level is too low to meet the domestic needs, causing the country to depend on imports.

Furthermore, the changes in Chinese people’s dietary habits caused by the recent economic growth

has affected China’s food suppliers too, and particularly promoted the rapid rise of livestock industry and

4 Ministry of Agriculture, Forestry and Fisheries. (2016, January). Rice production and consumption by

country. Retrieved from http://www.maft.go.jp/j/pr/aft/1601/spel 02.html
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fish farming. As China is known as the world’s largest producer and consumer of pork,’ it has traditionally
been the most commonly consumed meat in the country. The recent westernization of Chinese food culture
naturally increased its domestic pork consumption. The influence, however, also stimulated beef

consumption as well, causing a rapid boost of the beef production in China.®

Fig. 2 World’s Soybeans Production and Consumption (Rankings by countries)
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3. Challenges in China’s Agriculture
3.1 Challenges in China’s Agriculture: An Overview
In the previous section, I have looked at the present state of China’s agriculture, and now I would
like to examine what challenges it is facing. Some are familiar challenges from old times, and others
are those that have newly emerged out of the recent economic growth. Among others, I will focus

particularly on two of the main problems: so-called the “Three Rural Issues” and environmental

5 Mihara, W. & Arakawa, S. (2019, January). Soaring demand for beef in China. Information on Livestock,
Agriculture  and  Livestock  Industries  Corporation,  January  Issue. Retrieved  from
https://www.alic.go.jp/joho-c/joho05 000440.html

¢ Mihara, W. & Arakawa, S. (2019, January). Soaring demand for beef in China. Information on Livestock,
Agriculture  and  Livestock  Industries  Corporation,  January  Issue.  Retrieved from

https://www.alic.go.jp/joho-c/joho05 000440.html
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pollution caused by the economic growth.

3.2. “Three Rural Issues”

The “Three Rural Issues” refer to the three issues relating to rural development in China, namely, the
issues of agriculture, (inefficiency in agricultural production), rural areas (the urban-rural infrastructural
inequalities), and farmers (income inequality between urban and rural residents).

Then, what are the causes of these issues? In my opinion, there are three contributory factors.  First,
the restriction on internal migration imposed by China’s household registration system limits the mobility
of surplus labor. From the standpoint of rural farmers, this means that they have basically no choice but to
stay in rural homes with no effective means to escape from poverty, or even if they managed to move to
cities, they face legal discrimination in their daily lives. Second, since the economic reforms, the widening
urban-rural disparities have come to light in various areas of China’s social infrastructure including
education, social capital, medical care, and so on. Third, due to the small-scale, non-efficient operation
peculiar to China’s traditional farming income inequality between urban and rural areas. In fact, China
ranks high for the agricultural GDP, the agricultural population, and the annual value of agricultural trade;
however, by contrast, the average farm size in China is as small as 0.63ha,” which is actually much smaller
than the national average farm size in Japanese agriculture (2.07ha) or the national average farm size in

Japanese agriculture calculated by counting out the largest prefecture, Hokkaido (1.49ha).?

3.3. Environmental Pollution Caused by China’s Economic Growth

The acceleration of China’s economic growth kept pace with the problems of environmental pollution,
and among others, soil contamination has become an increasingly urgent problem. According to the Chinese
Academy of Sciences, it is undeniable that China’s soil today is much heavily contaminated than it was
during the period from 1994 to 1995, when the institute conducted researches. In addition, a study
conducted in 2014 found that the 16% of China’s total land area—which is equivalent to the total land area

of Mongolia—was contaminated by fertilizers, pesticides, heavy metals, plastics, and other chemical

7 Ministry of Agriculture, Forestry and Fisheries. (2019). The present state of agriculture, forestry and
fisheries in China. In The Present State of Agriculture by Country or Region. Retrieved from
http://www.maff.go.jp/j/kokusai/kokusei/kaigai_nogyo/attach/pdf/index-118.pdf

8 Ministry of Agriculture, Forestry and Fisheries. (n.d.) Statistics of farmland. Retrieved from

http://www.maff.go.jp/j/tokei/sihyo/data/10.html
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substances.” The soil pollution has already affected the growth of some agricultural products. For example,
it was found in 2013 that the rice grown in parts of Huna province contained more cadmium than the
permissible level, which caused the Food and Agricultural Organization of the United Nations (FAO) to
issue a warning. Further, according to China’s Ministry of Land and Resources, 2.5 percent of China’s total
farming land is actually non-arable, amounting to 333 million hectares in total.'°

So far, China’s soil contamination has often been attributed exclusively to the economic growth and
industrialization, but we should pay more attention to the fact that China’s farming practices are also
responsible for the problem. In proportion to the economic growth, China’s agriculture has been relying on
chemical fertilizers and plastic films more heavily than ever before. In particular, those films left in the soil
and the overuse of chemicals are said to be one of the most harmful sources of soil contamination.

The environmental pollution caused by China’s economic growth is not limited to soil contamination,
and another grave concern is water pollution. China has the fourth largest share of the world’s total water
resources with 2.71 trillion m3of water per year, but the water resources per capita is 2100m?® per year, a
mere one fourth of the world’s average.!! Thus, China is under constant threat of water shortage. In addition,
the water resources in China are concentrated in the southern part of the country, exposing the region to a
greater risk of water pollution. As for Northern China, the arable land in the region accounts for 57 percent
of the nation’s total arable land, but its share of the national water resources is no more than 18 percent.
One problem caused by the scarcity of water resources in Northern China is the inevitable use of polluted

water for irrigation farming in the region, which has indirectly reduced agricultural efficiency by lowering

° Reuters news agency. (2019.11). China has shut down over 1,300 heavy metal companies since 2016 for
the sake of measures for land pollution. Retrieved from

https://jp.reuters.com/article/china-environment-soil-idJPKBN1Y311A

10° Adachi, E. (2014, March 22). China has belatedly started taking countermeasures against soil
contamination. The Nihon Keizai Shimbun. Retrieved from
https://www.nikkei.com/article/DGXNZO068557650Z10C14A3XE1000/

' International Policy Division, Minister's Secretariat, Ministry of Agriculture, Forestry and Fisheries.
(2010, March). The Annual Research and Analysis of Agriculture in Asian Countries. Retrieved from

http://www.maff.go.jp/j/kokusai/kokusei/kaigai nogyo/k syokuryo/h21/pdf/h21 asia0.pdf
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the quality of both farmland and crops of the region.!

4. The Reactions of the Chinese Government and Private Companies
4.1. An Overview of the Present State

In response to the numerous problems in China’s agriculture such as the “Three Rural Issues” and
environmental pollution due to the economic growth, the Chinese Government has implemented various
measures to stabilize food supply and ensure food security in the country. The challenges to China’s
agriculture have also given new business opportunities to many private companies. This section will focus

on the responses made by the government and private firms to the current state of agriculture.

4.2. The Government Measures

It was under the Hu—Wen Administration that the Chinese Government started to emphasize the need
to solve the “Three Rural Issues” by a systematic implementation of a series of measures for protecting
farmers’ benefits. The fundamental principle that underlies the government measures is that the government
should “give in plenty, take little, and promote rural development through deregulation.” The following are
a few examples of those measures: the repeal of agriculture tax, the national subsidies for farmers who are
purchasing agricultural materials and agricultural machinery and tools, and the introduction of the
minimum purchase prices scheme for grains.

In addition to the implementation of these measures, the government also highlights the promotion
of the unification of farmers. Since the 1980s, Chinese farmers have been taking collective action to form
their own associations called Farmer Professional Associations. The government has also recognized

farmers’ organizations as a key to the industrialization of China’s agriculture, and has been providing

12 International Policy Division, Minister's Secretariat, Ministry of Agriculture, Forestry and Fisheries.
(2010, March). The Annual Research and Analysis of Agriculture in Asian Countries. Retrieved from

http://www.maff.go.jp/j/kokusai/kokusei/kaigai_nogyo/k syokuryo/h21/pdf/h21 asia0.pdf
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support aiming at a greater efficiency in the agricultural sector.'?

So far, the mechanization of China’s farming has not been fully achieved, mainly because the
majority of the farmers are small-scale, and the capital accumulation in rural areas is still underdeveloped.
Recognizing the need to improve the status quo, the government is striving for the status as an agriculturally
advanced nation by introducing the latest technologies and undertaking some experimental initiatives. The
government especially aims at converting China’s agriculture into smart and sustainable agriculture that
utilizes robotic technologies and minimizes the use of chemicals.'* To take a notable example, in Jiangsu
province, there is a seven-year agricultural project in progress, where farmers are given the opportunity to
try out new automated machinery including driverless tractors, agrochemical distributors, and rice-planting

machines. '

4.2. The Response of Private Companies

The contamination of arable soil, which was caused by the overuse of agricultural chemicals and the
industrialization of across the country, has not only undermined consumers’ faith in agricultural products
but created a new demand for organically grown farm products, which is growing year by year especially
in urban areas. The driving force behind this growing popularity of organic food is the rise of the Chinese
middle class who gained in influence during China’s economic growth. The domestic market of organic
farm products has been growing at the rate of 20 percent annually, and the organic agricultural area in China

is now the fourth largest in the world, amounting to 272 million acres in total.'® Under these circumstances,

13 Shimowatari, T. (2009, March). China’s ability and strategies to feed its people. The Annual Report 2008,
Food Marketing Research and Information Center: The Present State of Agriculture in Asian Countries, 17-
48. Retrieved from

https://www.maff.go.jp/j/kokusai/kokusei/kaigai_nogyo/k syokuryo/h20/pdf/h20 asia 00.pdf

14 Consulting Division, Clara Online. (2017, December 27). The Agricultural Automation in China: A
Report on the Status Quo. Retrieved from https://www.clara.jp/wp-
content/uploads/2017/12/b57¢5088f99695f1145e64639d23596d.pdf

15 Kotecki, P. (2018, August 9). China is moving ahead with a huge robot farming pilot that could one day
put many of the country's 250 million farmers out of work. Business Insider. Retrieved from
https://www.businessinsider.com/china-farming-jobs-risk-rise-automated-agriculture-2018-8

16 Li, X. The development of organic agriculture in China: its present state and future prospects. OUFC

Booklet, 8, 23-34. Retrieved from http://www.law.osaka-u.ac.jp/~c-forum/box5/vol8/lixianjun.pdf
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emerging agricultural entrepreneurs are showing a strong interest in large-scale organic farming with a
limited use of chemicals, and some major companies are entering the market too.!” Take, for example, an
agricultural project launched by Alibaba, China’s biggest e-commerce company, in cooperation with Bayer,
a leading German pharmaceutical company, and XAG, a major Chinese manufacturer of agricultural drones.
Their project is called the “Sustainable Farming Program (SFP),” and is operated on “Rural Taobao,” an e-
commerce website for Alibaba Group’s rural initiative. The major goal of this project is the farming that is
based on the data analysis of the damage caused by diseases and insect pests, and flies drones to apply only
the minimum amount of agricultural chemicals to the farmland. In addition, by enhancing the produce
traceability through its sales channels, Alibaba aims to give added value to the crops produced on their

program.'8

5. Future Prospects

From what we have seen so far, it can be predicted that in the near future China’s agriculture will
undergo a drastic transformation into automated and large-scale farming. I assume that small-scale farmers
will be absorbed into either private companies, which emphasize the production of high-value-added farm
products, or Farmer Professional Associations, which takes a central role in the unification of Chinese
farmers. My assumption is based on my observation of several relevant factors such as China’s shrinking
working population due to the population aging, the fall of agricultural production costs caused by the
economic growth, and the Chinese government’s continuing commitment to the solution of agricultural
problems.

China currently has been facing a serious population aging. According to the United Nations, it is
estimated that by 2035 China will have entered the era of a “super aging society”, where the elderly

population aged over 65 accounts for 21 percent of its total population.!® In my opinion, when this

17 Food security as a new business opportunity for agricultural entrepreneurs: The wealthy is a prime target
for organically grown vegetables. (2017, September 4). Sankei Biz. Retrieved from
https://www.sankeibiz.jp/macro/news/170904/mcb1709040500013-n1.htm

18 Yamaguchi, R. (2019, October 31). TAG, a Chinese manufacturer of agricultural drones gets into
Japanese market: what is their primary goal? Blogos. Retrieved from https://blogos.com/article/413203/

19 China’s shrinking population drives the country into a time of national crisis. (2019, October 7). AFP

Communications. Retrieved from https://www.afpbb.com/articles/-/3248174
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estimation has become a reality, the decreased working population, along with the rise of prices and wages,
will highlight the economic benefits of agricultural mechanization. This will also give IT companies and
robot developers a great business opportunity to open up a new market for agricultural machinery.

Being a country which has a vast land area, a huge population of 13 trillion, and a wide range of
geographical and climatic diversity, China desperately needs to maintain a stable food supply, and it is one
of the urgent challenges that the Chinese government has currently been making great efforts to address.
As I have discussed, the government has already implemented financial and legal measures to help farmers
to get out of small-scale, inefficient farming, and the government commitment like these will in turn
promote both private companies’ incentives to enter the farming business and the assimilation of individual
farmers into farmers’ associations, and ultimately contribute to the future stability of food supply in the

country.
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Urbanization in Rural China
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1. Introduction

During our journey from Beijing to Shanghai, I was vaguely looking at a farming village from the
window of the Bullet Train. After a while, I noticed that a little away from the village there was an urban
area where manufacturing complexes and high-rise apartment buildings were under construction. The way
the scenery turned in just a few minutes from an undeveloped rural area to an sprawling city amazed me
since | had always thought of “an urban development” as a lengthy process of infrastructural development,
the construction of supermarkets and office buildings, and the natural increase of population final stage.
Thus, the vague image of “the birth of a city” had always been, at least to me, something that emerges after
a lapse of long time. By contrast, the real beginning of a modern Chinese city seemed to be rather sudden
construction of companies and factories at a vacuum area adjacent to a hardly developed remote village.
On realizing that my assumption had been so far from the reality, I was strongly intrigued to know more
about the recent Chinese schemes for the development in rural and agricultural areas.

Both in the national agenda set at the Central Economic Work Conference held in December, 2017,
and in the government work report released in March, 2018, China raised poverty alleviation as one of “the
fiercest three battlefields” where it aims to accomplish its combat missions urgently. Above all, “the
National New-type Urbanization Plan (2014-2020)” regards urbanization as the principal countermeasures
to tackle rural poverty.! Extensive discussions have already been made from various perspectives. While
most of them highly evaluate the increase in the urban population rate, some point out the problem of the
disparity between the night-time urban population and urban household registration holders, and suggest
the need of the fundamental reform of China’s household registration system per se. However, few have
given detailed description of the urbanization process or the key issues that local governments should be
aware of. Given this context, this report will first look at China’s urbanization schemes in comparison to
those in foreign countries, and then examine the challenges that have so far arisen in the implementation of

those schemes.

! Kanamori, S. (2018, July 27).
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2. Chinese Schemes for Rural Urbanization

One distinctive difference between China’s rural and urban areas lies in the employment by industry.
In rural areas, an overwhelmingly large population is employed in primary industry while secondary and
tertiary industries are the dominant employers in rural China. When it comes to the latest rural development
policy framework, African countries, for example, can present a successful scheme by the introduction of
high-yield crops. However, this African model will not simply be applied to rural China, where the first
priority is to transform its current economic structure led by the first industry into the one led by the second
and third industries. For the promotion of this economic reform, a series of measures have been
implemented by now, and this section looks at two most typical examples of them: the invitation of

companies to rural areas and the launch of rural tourism.

2.1. The Role of the Corporate Sector in Rural Job Creation

Promoting the corporate sector to relocate to or open new offices or factories in rural areas is one
major development strategy seen across the world. This scheme benefits rural areas a lot because it creates
employment opportunities in non-agricultural sectors, prevents the rise of urban migration of rural youth,
and, above all, raises the income level of farmers. In rural China today, most native rural residents do not
choose employment in agriculture but move to the city seeking for better-paying jobs. This trend has caused
in rural and agricultural communities such problems as population aging, population drain, and the
declining economy. If we look at this from the opposite perspective, employment creation in non-
agricultural sector can be a key solution to these problems. If many companies relocate to rural areas, they
will also bring the infrastructural development such including the road network for material and product
transportation and the electricity and water supply systems for factory operation. This will stimulates the
stagnated rural economy, which, in turn, will draw more companies and result in further infrastructural
development, and ultimately bring migrant workers from urban areas back home. Once this virtuous cycle
starts to work, the benefits will reach broadly the neighboring communities. Japan’s rural development in
the 1960s serves as a good example of this. According to “The Role of Non-agricultural sectors and the Job
Creation in China’s Rural Development” written by Kazutsugu Oshima, “a group of small and medium
enterprises relocated to rural areas in Kanto, the southern Tohoku, Chubu, and Kinki regions, and they made
a significant contribution to the creation of non-agricultural employment as part of Japan’s rural
development in the 60s.” During Japan’s rapid economic growth period, many rural farmers worked away
from home in the city as migrant workers, but those who stayed in rural home became part-time farmers
while simultaneously finding jobs in those newly relocated companies. Rural development of this type is

currently underway in some regions of rural China too, and it is expected that the corporate sector will
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perform some positive role in the economic improvement in those regions. Since the Chinese government
changed its economic policy according to the country’s shift to consumption-led economy, it has increased
its rural investment including the promotion of corporate sector’s relocation, the development of
transportation systems, and the financial support for the entrepreneurial launching by returned migrant
workers. On the other hand, among the corporate sector, the move to relocate to rural regions is becoming
increasingly conspicuous due to the rise in wages and land prices or the worsening of urban pollution. The
regional development of Tsingtao typically represents this, where a company which transferred from an

urban area has provided new employment for numerous local farmers.?

2.2.Rural Tourism

Rural tourism is another example of recent model for rural development. If you have heard the term
“agritourism,” it is one type of rural tourism. Agritourism refers to the type of tourism which provides the
participants—often urban residents—with the opportunity to spend a holiday experiencing agricultural
activities on the farm and interacting with farm villagers. Lately this type of tourism has boosted the rural
economies in many developing countries. One big advantage of Agritourism is that it does not require
massive initial investment. The main purpose of the visitors is simply to have hands-on experience of
agricultural life and work, so a large-scale development such as resort hotel construction is not normally
necessary, and this can cut back on the initial costs. In addition, the visitors bring benefits to the rural
economy by spending money as they shop and eat in local shops and stay at a local accommodation.
Agritourism is also an important industry in many rural villages in China, allowing farmers to earn in non-
agricultural sector. According to “A Study of the Characteristics and Recent Trend of China’s Rural Tourism
Development,” from 2010 to 2014, rural tourism helped more than 10% of the low earners, reaching more
than 1 million in number. The China National Tourism Administration says that in the next five to ten years
from now, an 2 billion tourists will visit rural farming villages. Out of recognition that rural tourism is a
key to the country’s successful rural development, China has implemented a series of government support
for the promotion of rural tourism including preferential measures for rural farmers such as tax reduction
and subsidy payment. Last but not least, individual villages, too, are making efforts to attract visitors to

their communities by finding and selling unique local charm of their own.?

2 Oshima, K. (2017, July 20).
3 Li, G., & Ko, J. (2016, December 19).
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3. The Key Factors of Successful Rural Development
3.1. The Applicability of Development Schemes

China’s rural development has been in progress typically as government-led pilot schemes. Currently,
there is a movement among other underdeveloped areas to adopt those preceding schemes in local
development, but it is uncertain if those schemes are universally applicable regardless of regional
differences. Given that the differentiation of unique local charm of a specific region from the others is the
key to a success in the rural tourist development, the universal application of a given scheme will not always
serve the needs of numerous regions with a diversity of local identities. Aside from some exceptional cases
like two villages located in the distance from each other, neighboring villages are often identical to each
other in culture and lifestyle, especially so to the eyes of tourists. Consequently, so-called “One product
from every village” campaign will not always draw so many urban tourists, and those villages with no
distinctive local or historical characteristics will fail to gain economic benefits from tourism development.
In his 4 Report on China’s Economic Reform Viewed from the Perspective of “the National New-type
Urbanization Plan,” the author Nobuhiro Okamoto points out: “With the exception of some villages like
Taozi Village, which is nationally famous for its scenic spots, most rural villages do not have any
distinguishable local features that are appealing to those visitors who seek for a break from the constraints
of urban life. Without some specifically novel added values, nostalgia for the archetypal image of the
farming village in the good old days cannot draw tourists from the city more than once.” Taozi Village,is a
village which is 27km away from Anshun, Guizhou Province, and 2km away from Longgong Cave (the
Dragon Palace Cave), which is a famous sightseeing spot. The village aims to develop a unique tourist
industry by making the best use of its favorable location in the vicinity of famous Longoong Cave.* Overall,
the key to the long-term success in rural tourism will be the creation of the value-added unique local identity.

With regard to the schemes for drawing the business sector from urban areas, the success or failure
highly depends on the regional characteristics of individual rural community such as the progress level of
regional development, geological conditions, and the distance from the nearest urban area. Villages in a
broad plain or those located near a city with a large consuming population can be a favorable location for
the corporate sector to relocate to, and therefore, can be developed faster. However, those villages in
mountainous regions or unsuitable land for industrial use, or those who have poor access to natural
resources or to the city, will have difficulty in appealing to urban enterprises, and naturally will be left

behind, so they will need to find alternative schemes.

4 Okamoto, N. (Ed.). (2016, March).
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3.2. Rural Farmers as the Beneficiaries of Rural Development

One concern about rural urbanization is whether it substantially benefits rural farmers by bringing
them a rise in wages and a better living environment or it is used as a moneymaking scheme for the public
officers and the finances of local governments. In the world of China’s local administration, infrastructural
development has long been regarded as a distinct sign of accomplishment by individual public officers as
well as an easy scheme to increase the local fiscal revenue via selling off national land. Consequently, rural
development has often been implemented without extensive discussion, and in may cases ended in failure.’
Numerous Guincheng, or ghost towns in English, seen in local cities across the country typically represent
those rural development projects that resulted in failure. The word guincheng more precisely refers to those
cities and regions that were abandoned after real estate investment or development initiatives failed, or
those which were deserted even before the high-rise apartments put on the market. During the rapid
economic growth period from the late 1990s, China saw a lot of residential development projects along
with the construction of train and road networks, but these projects have left innumerable unsold residential
properties across the country. I am afraid that it is highly likely that the same kinds of mistakes will be
repeated in rural development that is in progress now. As I have previously argued, an increasing number
of companies are now interested in relocating to rural areas to tray to escape from the rise in wages and
land prices in urban areas, and this trend agree with the local government’s interests in rural development
via drawing the business sector from the city. In such a political and economic climate, it is feared that rural
development can be used as a convenient scheme for achieving personal accomplishment and increasing
local finances. While the development is underway, the region’s economy will be boosted by the special
procurement boom, but inappropriately large-scale development or the failure in alluring the corporate
sector will eventually put a financial burden on the local finances and even delay the region’s development
into the future.

As yet another concern, I would like to mention the possible emergence of the gap between rich and
poor within one same rural area. What is feared is that while the economy of the region as a whole will be
stimulated thanks to the relocation of the corporate sector, the existing agricultural sector may gain any
benefits at all. In rural development, factories are normally built on the outskirts of the agricultural

community; therefore, from the corporate sector’s viewpoint, the rural community’s infrastructural

5 Cho, J. (2014, August 20).
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improvement is not high priority. When the intention of the corporate sector to gain profits at an early stage
agrees with the interest of the local government in the benefits taken from such the corporations, the
infrastructural development of the rural community itself are often put aside. Furthermore, having the
corporate sector in a rural village does not always lead to the improvement of farmers’ living and working
conditions, so farmers should be informed of what companies are to relocate to their village at an early
stage of the development project. Suppose that, for example, a research institute is interested in
transferring to a rural area. In such a case, the employment in the institution requires specific expert
knowledge. If the local government assigns its priority to the urbanization of the entire community over the
improvement the farmers’ work and life, it will willingly accept this research institute. Consequently, people
in the neighboring regions will migrate to this village, and the area around the institute will gradually
develop too. The problem is, however, that farmers cannot get new jobs because of their lack of expertise.
In brief, the entire development project does not benefit the local residents, and fails to meet its fundamental
purposes of creating employment opportunities in non-agricultural sector and increasing the income level
of farmers. In this case, the possible advantages for farmers will probably be limited to an opportunity to

shop at a new shopping mall near the newly built institution.

4. Towards the Urbanization That Benefits Rural Farmers

So far, I have discussed several types of schemes that are broadly adopted in the rural development
in China. It is clear that fundamentally these schemes have served their basic purposes across the country.
In fact, there are many successful examples of rural development via these schemes, and they may
demonstrate great promise for the poverty alleviation in China’s future. Nevertheless, I still cannot dismiss
my concern about the present condition of China’s rural development. Before I conclude this report, I would

like to summarize the reasons below.

First of all, China’s local governments need to have more extensive discussion on what kind of
urbanization they aim for. I think it is also reasonable to prioritize the social and economic development at
the community level over the improvement of farmers’ living and working conditions. Having said that, I
still believe that there is a more desirable approach to the issue. As I mentioned in the introduction, the
Chinese government considers urbanization to be a key solution to poverty alleviation in rural China. In
my opinion, the achievement of this goal will become possible by not only the activation of a rural
community but also by the implementation of support measures to raise the income level of farmers and to
improve their living conditions. Urbanization can be truly beneficial to rural farmers only if these measures

are put into practice, and this is what China should aim for. In this light, the local governments should not
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be the only decision-maker, but the opinions of farmers should be heard, and a third party should participate
by taking a form of an impartial supervisory committee. If these measures are taken, it will prevent public
servants from pursuing their private interests as well as provide farmers the opportunity to voice their
opinions.

Furthermore, there is also a need to consider whether existing schemes are truly appropriate for the
development of a given rural community. Currently, across China, many development projects are
underway by following popular schemes such as the job creation by alluring the corporate sector from
urban areas or the introduction of rural tourism. Nonetheless, even these schemes are not a panacea for
every individual area which suffers poverty. Some villages may just try to take the same approach as other
neighboring villages or pilot projects have taken and achieved a success, but this is too simplistic. What is
crucially important will be an analysis of each model scheme, especially the examination of the factors that
directly contributed to the project’s success, the applicability of each model scheme, and the possibility of
risk and failure. In addition, if there is some potential risk, the decision not to adopt an existing scheme is
also very important. As I have repeatedly mentioned, the ultimate purpose of China’s urbanization is
poverty alleviation. Though I have done a research on urbanization this time, the approaches to poverty
issues are not limited to urbanization: the improvement of the treatment of farmers and the introduction of
high-yield crops are just two of innumerous alternatives. In conclusion, the primary goal of urbanization
should be the improvement of farmers’ living and working environment, and local governments should be

clearly aware of this.
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1. Introduction

China is leading the world in the field of innovation. Not only the field of e-money payment, sharing
bicycles and automated store, but also “Deep Tech” such as artificial intelligence, has made rapid progress
in recent years. The capital of China Beijing, the center of this innovation, has a great presence over other
areas in so many fields: the number of unicorn companies in Beijing which accounts for nearly half of the
whole country, and the researchers engaged in foundation study and the expenditure on research and
development'.

The most collective area of startups in Beijing is “Chinese Silicon Valley”, Zhongguanciin. Founded
30 years ago with a mission to “learn from Silicon Valley and replicate Silicon Valley”, Zhongguancun is
at the forefront of Beijing’s drive to turn the country from ‘workshop of the world’ into a global technology
powerhouse. It is home to nearly 9,000 hi-tech firms, including some of China’s biggest internet firms, such
as Nasdaq-listed Baidu and Sina Corp. Nearly half of China’s 70 unicorns — start-ups with a valuation of
more than US$1 billion each — are located in the area. As many as 80 tech start-ups are born there every

day. What sustains this area as an “innovation hub”’? What should we learn from it?

Innoway is the central street of Zhongguanctn. There are a lot of stratups, cafes
and co-working offices,
This paper shows the situation of rapid growth and agglomeration of start-ups at Zhongguancun,
revealing the Japanese unique employment system, which is disadvantageous to starting a business. Finally,

the paper concludes with suggestion on how to apply these insights for Japanese industry in the future.

! Japan Center for Economic Research

https://www.jcer.or.jp/jcer_download_log.php?post_id=35440&file_post id=35534
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1. The advantage of Zhongguanciin
Zhongguancin has an ideal environment W

for starting a business in several respects. Let’s

PR

start with location. Having great access to the
center of the city, this area includes Peking
University and Tsinghua University, the most

prestige two educational and research ¢no,0

institutions in this country. “Innoway”, the -
P AN B G I

central street of Zhongguanciin is about 200
meters long with a lot of co-working offices The top universities are closely located near Zhongguancin.
operated by the local branches of the central government. This implies that highly talented students could
gain opportunities to meet inspiring pre-entrepreneurs and leading researchers, and to enjoy trying to set up
a business enterprise, financially supported by venture capitals and angel investors.

Second, China has a huge market. Its economy is still boosting with a real GDP growth rate of about
6%. More than half of the population of 1.4 billion have an access to mobile payment. As mobile payment
platform services such as Alipay and WeChat Pay are becoming more and more available in a variety of
contexts, the number of transactions and their value are rapidly increasing all over the country?.
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The number and amount of investments in the domestic venture capital market of China from 2014 to 2018

2 Chaitopi! https://www.chaitopi.com/2019/05/31/
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Third, a considerable amount of money can be invested in high risk in this country. In 2018, the
amount of investments in the domestic venture capital market of China is as much as 37 trillion yen. By
doing a simple calculation, more than three billion yen are invested in one project. The most popular
industry is that of finance, culture and media including game, but medicine, education, artificial intelligence
have high potential. If a huge amount of RMB are invested in these industries, it will have a great influence

on the venture market in Japan®.

3. The employment system and entrepreneurship in Japan

Let’s move on to the Japanese industry. As I mentioned before, Zhongguancun has an economically
and geographically advantaged environment for starting a business. You may think it is possible that Japan
will develop a district where startups accumulate like Zhongguancun or Silicon Valley. Actually, there are
so many cities which develop and transfer cutting-edge technologies to the world as university-launched
venture companies are increasingly established in these days*. Tsukuba in Ibaraki prefecture, for example,
has laid out a goal to become a collective area for a lot of startups, research institutes and universities like
Silicon Valley. This city makes active use of advanced technologies to solve social problems by launching
a system in which the government supports some demonstration experiments aiming for implement of
Society 5.0°. However, we need to have a careful discussion on how to facilitate starting a business,
considering the Japanese employment system.

The most important factor for nurturing entrepreneurship of Japanese people is culture in which they
find a business when they fail in business. If people quit a job and start a business in Japan, they cannot go
back to the previous company. There exists no place to return, “social safety net.” Job hunting from scratch
temporally and economically costs them, so they hesitate to start a business. YamagishiToshio, a specially
appointed professor at Hitotsubashi University argues in his book “Coward Japanese People — illusion of
collectivism” that this situation occurred because the Japanese society systematically hinders people from
being contrary to the group’s interest, saying “the Japanese employment practice based on lifetime
employment and seniority is an example of strategic complements between employers and employees.”
Strategic complements is an idea in economics and game theory, referring to the decisions of two or more
players who mutually reinforce one another. Companies maximize their profit by employing the same
workers, which makes equilibrium position. If some employees break that position by quitting their job to
start a business, they are treated as those who harm company profits.

Equilibrium point must be located at a different position, where companies employ those with

experience of starting a business, and employees start their own. Investors have strong incentives to keep

3 groo https://groo-inc.com/ve2018

* The over view of the fifth basic technology plan, its state of progress and result of analytics
https://www.mext.go.jp/content/1411036_10_2.pdf

5 Nikkei Xtech https://tech.nikkeibp.co.jp/atcl/nxt/column/18/00601/00004/
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maximize the return. When we discuss startups, we need to focus on not only nurturing entrepreneurship

but also the social and cultural structure.

4. Suggestion towards the industry in Japan

As we saw, Zhongguancun has an economically and geographically advantaged environment for
starting a business, and it is necessity for the Japanese society as a whole to make a structural reform to
eliminate barriers against it. On the other hand, as our employment practices are based on complicated
historical backgrounds, it takes a long time to cultivate a new social norm where people tolerate failures
each other.

Entrepreneurs create enormous value, and innovation is still important to our country. It I because
developed countries require products with high added value, which are usually made with new ideas. Today
new technological innovations are being created every day, so companies hope to specify the best
opportunity to allocate research funds. In this situation, entrepreneurs can play a crucial role because they

can take both a technology risk and market risk.

Why not encourage industry-government-

1 IR=D 3V IATLICEITS

academia collaboration? Actually, one of factors EXESEHOR-THEE
that support Zhongguancun and Silicon Valley is

multifaceted exchanges among companies,

universities and the government. Most of
innovative ideas of top universities are developed

in collaboration with startup companies and the

government agency. Universities give benefits to

society by publishing research papers, industries

Akcherd B,Oasher
e Stanferd Usivand Toheku Unke

do the same by developing products or services.

The government intervenes this relationship by Source: Industry-government-academia

establishing a research consortium and providing Collaboration Journal
a subsidy.

So, what measures are needed? First, the government should support joint research. Of course
companies should base the research in themselves to help universities to research by sending researchers to
them or receiving students as internees. It is important to do research with lower costs than doing it
themselves. Philips, IBM and Hitachi, for instance, offer support to the same program although they are
competitive to each other. Second, universities have to improve their education system itself to ease the
burden of research students. If they give credits to students who participated in internships, job hunting,
especially for technical job, will be easier.

It is true that those relationship will not solve all problems, or rather, such a massive reform would

occur restructuring in companies and the government and lower the quality of universities as educational

96



institutes. However, in the current competitive industrial situation, we need to make a bold decision.
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China’s Emissions Trading System
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1. Carbon Trading: A Definition

Climate change poses a clear and present danger to human beings, and the world’s countries have
been making desperate efforts to combat the issue. Carbon trading is a market-based environmental policy
instrument which allocates each company a permissible limit, or a cap, on carbon emission. If companies
exceed the limit, they have to buy the right to emit extra carbon, or a carbon allowance. On the other hand,
if the amount of the emissions is lower than the limit, companies can sell their allowances to or trade them
with one another as needed. Therefore, this scheme is also called a cap and trade system. The aim of this
policy is to control pollution by providing economic incentives for companies to invest in green technology
and ultimately to reduce their emissions. Currently, the scheme has been in operation with thirty-eight

countries and twenty-nine cities across the world participating (Ramstein et al., 2019).

2. China’s Emissions Trading Schemes (ETS): The Historical Background

China’s Twelfth Five-Year Plan issued in March, 2011, proposed the launch of pilot regional carbon
emissions trading schemes (ETS) in seven cities and provinces including Beijing, Chongqing, Shanghai,
Tianjin, Shenzhen, Guangdong, and Hubei. The designation of these regions at the end of 2011 was
followed by the gradual rollout of the pilots from 2013 until 2014, during which some of the pilots were
expanded into their neighboring cities and provinces. Following this phase, in December, 2014, China’s
National Development and Reform Commission (NDRC) announced the rollout of a national ETS in 2016—
2020. With the launch of this national plan, China is expected to have the world’s second largest carbon
market. The National EST is currently in the phase of market infrastructural development and is scheduled

to be launched in 2020 if thigs are on the right track (Jiang, Xie, Ye, Shen, & Chen, 2016).
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Fig.1 Approved Pilot Carbon Trading Schemes in China

3. China’s Regional Pilot ETSs: The Progress and Current State

Over the past few years an increasing number of researches from different perspectives have been
made on China’s ETSs. As Figure 2 below shows, China’s pilot schemes encompass a wide range of
economic and environmental conditions, and the poorer provinces tend to be more carbon-intensive than
others. Given this context, some researchers propose that energy-consuming regions should take a greater
responsibility for realizing not only fairness but economic efficiency in the realization of China’s mitigation
targets (Wang, Zhang, Wei, & Yu, 2013). Approaches to allocation of emissions allowances, including
whether to apply auctioning or grandfathering, ! vary from region to region. According to Hiibler, Voigt,
and Loschel, the full auctioning will lead to higher carbon reductions than free allocation with similar
macroeconomic impacts. They also suggest grandfathering should be replaced by the free allocation by

auctioning (Hiibler, Voigt, & Loschel, 2014).

! Grandfathering is a method of emissions allowance allocation that is calculated based on the emissions
amount of the previous year.
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CcO2 GDP, GDP per capita | CO2/GDP | Intensity Average
emissions | (million (CNY) (g/CNY) reduction price level®
(mt) CNY, 2007 target (%) | (CNY/ton)
price)
Beijing 73 811,156 49,673 90 18 61
Tianjin 83 444353 39,852 186 19 21
Shanghai 168 1,176,106 63,300 143 19 39
Hubei 265 648,575 11,381 409 17 24
Guangdonga | 311 2,559,319 27,086 121 19.5 55
Chongging 79 300,534 10,672 264 17 31

Fig.2 The overview of China’s pilot ETSs (Feng, Howes, Liu, Zhang, & Yang, 2018)

So far, the economic and environmental impacts of these pilot schemes have been scarcely assessed
because they were implemented very soon after the announcement of the entire plan. However, there is one
worthwhile study of the economic impacts of the pilot in Guangdong Province. According to this study,
compared to a non-ETS scenario, the implementation of ETS is estimated to “significantly reduce the
mitigation cost for the whole economy,” and will even raise the GDP of the province by 2.6 billion USD
(Wang, Dai, Ren, Zhao, & Masui, 2015).

The carbon market is expected to contribute to the emissions reduction. Lin and Jia have said that “the
cumulative CO? emissions will reduce to 12.05 Bt-CO2 in the ETS market during 2017-2030” if the carbon
price stays relatively steady, suggesting that an expansion of the ETS scope will lead to efficient carbon
abatement (Lin & Jia, 2017).

Since China’s ETS is expected to cover only 50% of the major emitters, it is argued that a more
comprehensive system is necessary for the achievement of the national targets at a lower cost. In this regard,
some researchers focus on the need of ‘hybrid’ environmental regulations. For example, the imposition of
carbon taxes will improve the efficiency of the ETS and will enable the government to cut off the other tax
revenues required to supplement the GDP losses under the pure ETS scenario (Cao, Ho, Jorgenson, &

Nielsen, 2019).
4. Towards the Implementation of the National ETS

Since its first announcement of the introduction of the national ETS in 2014, the Chinese government

has not revealed the details of the entire scheme yet. Though some arguments are concerned about the
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possible undesirable impacts of the national scheme on several specific sectors, I expect that overall the
scheme will contribute to the achievement of China’s mitigation targets and ultimately transform China
into a low-carbon society. In conclusion, I suggest that the Chinese government should devote its greatest
possible efforts to the urgent implementation of the national ETS as well as carefully consider the regional
and sectorial differences in the emitters. For China, this will be their responsibility to fulfill as a reliable

member of the international community in the age of global warming crisis.
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1. Introduction

Singles’ Day is an annual holiday held in China on November 11, when the country’s biggest battle
for online sales takes place. The holiday in 2019 particularly drew international attention when China’s
largest online shopping retailer, Alibaba Group Holding Ltd., logged more than 114 billion yuan ($16.3
billion) of purchases in less than 90 minutes, and then it posted a final tally of 268.4 billion yuan ($38.4
billion) at the end of the day, which smashed its own record of 30 billion dollars in 2018.

In this report, I would like to explain the origin of Singles’ Day, and examine its implications for the

platforms, the retail companies, and the customers that are involved in it.

2. The Origin of Singles’ Day

When asked who invented or started Singles’ Day, no one is quite sure of its origin. However,
according to CNBC, it was in Nanjing University in the 1990s that a group of students first celebrated
singlehood by buying gifts for each other. And this celebration was held on November 11, because the date
consists of our ones (1-1-1-1), implying four single individuals. More than a decade later, Alibaba, with its
intention of boosting its annual sales near the end of that year, launched a shopping event named Singles’
Day for the first time on November 11, 2009, offering large discounts on its shopping platform Taobao and
encouraging consumers to treat themselves.

In the last decade, the initial idea of celebrating single life gradually faded away, and now Singles’
Day is widely accepted as a new cultural and commercial event among all the classes of the Chinese. The
significant growth of China’s middle class was particularly conducive to turning Singles’ Day into one of

the most important shopping events in the country.

3. Singles’ Day Sales Boom

In order to put Alibaba’s bonanza in perspective, let us look at two graphs. Figure 1 (Askci as cited
in a press release, Oct 30, 2018) shows the transition of Alibaba’s sales figures for Singles’ Day in the last
ten years. You will see that the figures have grown rapidly since its first launch back in 2009, at an average
of almost 50 percent compared to the previous year.

Furthermore, as Figure 2 (Adobe Analytics) indicates, in 2018, Cyber Monday brought in 7.9 billion

dollars, Black Friday online sales were at 6 billion, and Thanksgiving Day hit a mere 3.7 billion while the
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sales figure for Singles’ Day reached 30.8 billion, being as much as three times the amount that was pulled
by Black Friday and Cyber Monday combined that year. These figures make it clear that Singles’ Day has

now grown to the biggest shopping day that easily surpasses other major online shopping events in the

world.

Fig. 1

Alibaba* 11/11 shopping Festival** Retail Ecommerce
Sales worldwide, 2009-2018
billions of Chinese yuan renminbi
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Note: *total sales processed via digital payment service Alipay; "a d:gltal
shopping promotional event that occurs on Nov 11 of every year,

known as Singles Day

Source: Askci as cited in press release, Oct 30, 2018
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Fig. 2
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4. The Impact of Singles’ Day Inside and Outside China

As I have discussed in the previous section, Singles’ Day turned into the world’s biggest shopping
spree in just over a decade. In this section, I would like to consider how Singles’ Day has influenced retail
industry both inside and outside China.

First of all, let us examine the impact of Singles’ Day on Chinese platforms including Alibaba,
JD.com, and Pinduoduo. As far as these platforms are concerned, Singles’ Day provides great opportunities

not only for a lucrative business but also for the cross-border business that is armed with the latest

technological innovations.
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Take Alibaba for example. Singles’ Day has benefited the company’s annual revenue every year since
its launch in 2009. According to Liu (2019), Singles’ Day sales will contribute significantly to the
company’s fiscal revenue for 2020, which expects to reach 500 billion yuan ($71.5 billion) by the end of
March in 2020.

More importantly, Singles’ Day has driven this giant company to seek for technology evolution and
innovation. According to CNBC (2018, November 14), “in 2018, Alipay, the payment platform of Alibaba,
processed 1.48 billion payment transactions . . . handl[ing] 256,000 transactions per second” at its peak.
Then, last year, Alibaba announced its experimental commercial strategy called “New Retail,” the
company’s coinage that refers to new type retail services based on the combination of online and offline
shopping experience. Absolutely confident that its “New Retail” will ultimately become the major model
in the retail industry, Alibaba has been making a special push to digitize all its commercial transactions,
and this includes its offering all its Singles’ Day promotion not only online but offline. For example,
Alibaba’s Hema Supermarkets make time-limited offer of Singles’ Day coupons that are usable regardless
of online purchase or shopping in bricks and mortar stores.

Besides, Zen and Li (2019, November 20) has noted that the rising need for service in Singles’ Day
has promoted Alibaba to develop a great number of technology innovations including Alibaba Cloud and
other revolutionary technologies in logistics and artificial intelligence. For instance, in 2017, as a backbone
for Singles’ Day bonanza, Alibaba Cloud’s system processed a peak of 325,000 transactions per second. To
put it simply, the world’s largest shopping event has been a driving force behind the technological and
commercial revolution in the existing retail industry.

Secondly, with discounts galore, Singles’ Day inevitably sparks a price war among the participating
brands. These brands most commonly offer at least 30% price cut on their platforms, selling a range of
products from cosmetics to luxury items. Consequently Singles’ Day is an unparalleled opportunity for the
participants to post large sales numbers in just one day.

With regard to consumers’ purchasing decisions, effective advertising approaches weigh increasingly
strongly, and methods such as the endorsement by internet celebrities or live streaming are considered
especially effective to encourage customers to buy. Live streaming, for example, has increased its presence
as the most prominent advertising approach in the last two years, and is seen as a major channel to combine
entertainment and e-commerce. The strongest point of live streaming is that it gives customers an
irreplaceable opportunity to relate themselves to a specific product: they can see the product details, watch
the reviews and demonstrations by influencers, attain discounts, and ultimately shop by simply clicking
online catalogues. According to a report by Yicai.com Financial Review, the sales revenue through Taobao

Livestreaming reached 100 billion yuan in 2018.

105



Furthermore, costumers are more likely to make an online purchase if the product and service come
with influencers’ recommendations, partly because it can save them the trouble of choosing for themselves
the right one from an overwhelming number of products available online. For example, according to Fifield
(2019, November 12), “more than 12 million people watched American reality TV star Kim Kardashian
live-streaming with Chinese influencer Viya on Tmall on Thursday to promote her KKW beauty line. She
sold 15,000 bottles of perfume in seconds.” In fact, this is not an exceptional incident. As the data published
by a consultancy firm Frost & Sullivan shows, the sales propelled by the online influencers reached 32.9
billion yuan in 2017, and it is predicted that the number will continue to grow at an annual rate of a brisk
40.4 percent over the next five years.

In brief, the combination of entertainment and commerce represented by the endorsement by internet
influencers on live streaming has been and will be playing a significant role in the rapid popularization of
Singles’ Day as China’s biggest shopping bonanza.

Last but not least, Singles’ Day is not a big shopping event just for China and Chinese people anymore.
Alibaba and other Chinese e-commerce companies are now expanding their investments from China into
overseas as they seek to enter the new markets in India and Southeast Asia. Under the circumstances,
Singles’ Day has been an extraordinary opportunity for them to penetrate foreign markets. For instance,
according to Choudhury (2019), a Southeast Asian e-commerce player Lazada says it received a record of
over 3 million orders within the first 60 minutes on Singles’ Day in 2019. Thus, Singles’ Day has now

become a driving force in the retail sales across South Asia and India.

5. Prospects

Singles’ Day has become the biggest online sales event in just a decade. In my opinoin, two types of
contributing factors are behind this rapid growth of Singles’ Day: micro environment factors and macro
environment factors. To be more specific, the former comes in the form of a wider range of product choices,
preorder campaigns, large discount, and promotional strategies like live streaming; while the latter has more
to do with the impressive economic growth in China driven by the rise of the country’s middle class,.

However, recent economic slowdown in China has made it already questionable if this amazing
growth of Singles’ Day can last long. It is true that Singles’ Day has generated all those staggering sales
numbers every year in the last few years; however, I think now is the time we should take a hard look into
this shopping bonanza, for the growth rate of Singles’ Day sales is actually declining. McKinsey &
Company (2018) points out that the 24% annual growth seen in 2018 inevitably pales when it is compared
to the 44% growth in both 2016 and 2017, heralding the slowing down of growth rate of Singles’ Day sales.

I would like to propose that brands and retailers should set more disciplined and realistic sales goals,
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platforms should rationalize their promotional strategies, and customers should shop more reasonably so

that they can take the full responsibility for what they purchase and consume.
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Chinese Society under the Rule of Economic Rationality

Eisei Saku
Sophomore, Faculty of Economics

1. Introduction
On returning home from China after our visit there, each of us was supposed to decide on a research
topic and write a final report on it by the end of this academic year. Honestly, however, finding a good topic
was not very easy for me. I realized that the ultimate goal of our one-year seminar in combination with the
short-term study trip was to give us an opportunity to capture the dynamics of rapid transformation of China
today, and I thought that my report should naturally be an expression of both my academic research and
first-hand experience in China. Therefore, it seemed somehow inappropriate that I pick some Chinese issues
that had happened to catch my attention during the visit and write a report without carefully investigating
into it. Thus I was uncertain about what topic to choose for quite a long time, but finally decided to adopt
a method called qualitative research by relying on my direct observation of the Chinese people and society
instead of gathering objective and quantitative data including statistics. One problem with quantitative
research is that it often excessively emphasizes the objectification of numerical data, and consequently fails
to grasp the essence of what the samples can indicate. In other words, there is always the gap between
subject and object, or between the analytical perspective of the researcher and the quantitative data to be
analyzed. Though I am fully aware that this kind of disparity is an unavoidable part of economic studies,
still I would like to search for a little more subjective standpoint to look at the questions in modern China
that I observed during my stay. This year I had great discussions in our seminar and gained so many
unforgettable experiences during my ten days’ stay in China, and one thing that has never left my head
through the year was the presence of China like a huge dragon. Through this report, I would like to try to
delineate what this dragon looks like to my eyes, based on my first-hand observation and intuitive insight.
Consequently, my argument may often get too subjective and obscure, or contain mere speculation.
Nevertheless, I believe that my approach has not considerably deviated from the original objective of our
seminar, and, therefore, I will attempt to capture the present-day China seen from my perspective in the

following pages.

2. Abstract

In this report, I would like to capture China by focusing on how people are affected by China’s rapid
economic development. In other words, I want to examine the way individuals are influenced in both their
personalities and values by an excessive pursuit of economic rationality, and ultimately transformed

uniformly into libertarians. In China today, time-honored values such as human dignity, irrationalism, and
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nonmaterial cultures all seem to be on the verge of being demonized.

I use the term “economic rationality” here to refer to an attitude that places a high value only on the
maximization of personal benefits in a free and competitive market premised on a libertarian society. It is
the attitude that places an absolute value on economic profits, high productivity, efficiency, and clarity
while being hostile and indifferent to the antithesis to these values. Examples of this abound in Japan: e-
books as a replacement for printed books, a youth who complains about the inconvenience of honorifics,
and an attempt to make job-seeking students blindly follow the advice of foreign job consultants. I fully
realize that my usage of the term “economic rationality” is a slight departure from its original sense of the
“the best choice based on a comprehensive consideration of the economic interests at three different levels
of an individual, a community, and a nation.” However, I intend to keep using the word in my own way
because it strengthens the irony in my critical discussion of the free market in the Chinese style.

To achieve the goal stated above, this essay first examines the prevailing economic rationality in
China underpinned by the government control. Next, I will describe the impact of economic rationality and
its accompanying values on China’s individual citizens—TI had never imagined how destructive it could be
while in Japan. Finally, I will conclude the report with my view from a macroscopic perspective that China’s
economic development was achieved at the cost of independent identities of individuals.

I believe this topic will help all human beings living a modern life controlled by capitalism, i.e., so-
called economic animals, reconsider the meaning of their own existence. It is not my intention to deny the
idea of capitalism per se. However, I am afraid that excessive economic development will tempt us to
abandon uneconomical cultural values (including our interpretation and appreciation of cultural contexts)
much more easily than before, and we may end up losing the independence of our identities. This
perspective will useful for anyone to learn the diversity in values, and will be especially required of those
who seek to be global leaders. Given its rapid economic development, it is doubtless that China will provide

good samples while no studies have ever tried to examine the country from this viewpoint.

3. Characteristic Aspects of Economic Rationality in China

Mention of the name of China will immediately call to mind various things. First of all, it is
estimated that China will become the world’s largest economy by 2030.! In the city of Shenzhen, which is
known as the Red Silicon Valley, unicorn companies are born every day, and the technology of “BATs” are

reshaping people’s lives, of which typical example will be the way people unlock Mobikes via WeChat Pay

U pwC Survey “The World in 2050” 27/2/2017

https://www.pwc.com/jp/ja/press-room/world-in-2050-150227 . html
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or Ali Pay.? In addition, people’s “morals” are said to be improving thanks to the social credit scoring
system, and thus a “smooth society” will become a reality. Those who have money order products from
supermarkets at Hoomers, wear brand-name clothes, and go on a shopping spree looking for Washlet or he
high-tech shower toilets. In fact, the average household income in China is rising every year in line with
the rise of GDP, and the country’s very powerful surveillance network of security cameras and facial
recognition technology is said to be very useful to prevent “crime.” The fierce competition for university
entrance is beyond our imagination.> The Urban population density increases year by year. All of these can
be explained comprehensively as mutually related phenomena that are being driven by economic rationality.
Efficiency via digitalization (e.g., electronic payment and criminal crackdown) has been accepted as good.
New affluent consumers find their self-identity in the act of differentiating themselves from others (by
excessive shopping or showing off designer goods, for example, ), revealing their strong class consciousness
of their high income. These people appear very eager to implant the same set of values in the next generation
(Think of those parents who force their children to survive the intense competition for university entrance.)
and willing to endure being a city dweller despite the skyrocketing land prices. I cannot think of any better
words than “the rule of economic rationality” to call these phenomena, and during my stay in China, I
actually encountered many examples that demonstrate what I mean.

On visiting Zhongguancun, an entrepreneurial village near Beijing, we had an opportunity to
exchange opinions with some local entrepreneurs. In our talk, I asked them what happiness was all about
for them. Some of them said they were happy to earn enough money to live. “You need money of your own
in order to do whatever you want under no one’s instructions. And if you need money, you have to start a
business,” they said. Then, unexpectedly, I was asked a question: “Do you know how much you need to
earn to live a life?”

The aspiration for liberty may be equally seen among all entrepreneurs regardless of nationality, but
I could not help feeling something wrong when I heard them talking about their business attitude. To me,
their business models seemed unlikely to bring them a considerable fortune so they can live comfortably to
the end of their lives. On the contrary, given the fierce competition in the world of Chinese entrepreneurship,

new competitors will appear very soon to outstrip those old models. Needless to say, they have to work so

2 Baido, Alibaba, Tencent

3 The number of students at the University of Tokyo in Japan is about 28,000, while the number of
students at Peking University in China is about 50,000. Since China's population is more than 10 times that
of Japan, this alone indicates that it is a very "narrow gate" for Chinese to enter a top university in China.
Yahoo Japan! News “Why are university entrance exams so harsh in China?” 6/6/2017
https://news.yahoo.co.jp/byline/nakajimakei/20170606-00071789/
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hard in order to make enough money to get “freedom,” but are they truly in pursuit of freedom, I wonder?
Rather than seeking for freedom, they seemed to have accepted lack of money, be it relative or absolute, as
repression, and try to escape from it. Later on, hearing that such startups were increasing across China, I
was convinced that economic rationality had been affecting China’s entrepreneurship too.

At Renmin University, one of the students gave a presentation about the advantages of studying
abroad and its signal effects on the returnee’s future income. As a listener, I was very interested in her
viewpoint. On the other hand, I was also very surprised to know that when judging the value of studying
abroad, Chinese students generally do not attach much importance to cultural exchange or to broadening
their perspectives; instead, the only point that matters to them is that overseas study gives them some kind
of qualification that academically differentiates themselves from those who have not studied abroad.
When I asked her for her opinion of this, she replied that cultural diversity was not her priority. I was
particularly shocked to realize that they had a completely different way of thinking of things from
Hitotsubashi students. For the majority of the undergraduates of our school, the purposes of studying abroad
can include, of course, to receive international education in an excellent learning environment and to
differentiate themselves from others at the time of job hunting; however, to gain an insight into different
cultures is no less important. In my opinion, such a difference between China and Japan is attributable to a
uniquely Chinese belief that you may lose if you do not join a competition.

A sense of menace that haunts you while you walk in the financial center of Shanghai is no different
from what you feel when you are in Marunouchi. On the streets of Shanghai, I was simply overwhelmed
by an air of violent masculinity coming down from the towering buildings like phallus. Probably there is

no one who can control the leverage of China’s economic development now.

4. Chinese Values in Opposition to Economic Rationality

When economic leverage works effectively, society whirls causing centrifugal force; in turn, this
force creates an obvious contradiction between economic rationality and its antithesis. The way this
contradiction surfaces is just as chaotic as the muddy water churning in a beaker.

It also reminds me of a white kitten I found on a street in Shanghai. On our way for dinner to an
upscale crab restaurant on the outskirts of Shanghai, we were a little scared by the eeriness of the dim
outline of the houses, so we were walking down the street just quickly as we do when we pass by homeless
people in Kunitachi. However, there was a crowd at a grocery store in the alley, and aroused our curiosity.
On approaching, we saw a newborn white kitten surrounded by the owner of the greengrocer and the
passersby. It appeared that they were holding a small birthday party there. A couple, who were probably

the owners of the mother cat, let us hold the kitten. Though we were total strangers, no one in the circle
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was wary of us; on the contrary, they invited us to join the celebration. That moment, we were not merely
touched by the kindness of those local people, but regretted that we tried to hurry past the street pretending
not to notice the shabby, slum-like street. We were also sorry about our simplistic identification of economic
poverty with misery.

I assume that the regret we felt that day has something in common with the fundamental principle of
a Chinese non-governmental organization called the One Foundation, which we visited in Beijing. Based
on the philosophy of “Charity by All, Doing What I Can,” it was founded as a charitable fundraising
organization with a high level of transparency. Working in cooperation with a diversity of NGOs and major
companies of China, the One Foundation is a pioneer of China’s non-profit-making activities in China.
Their activities range from the offer of daily necessities in a time of disaster, to hygiene education in rural
areas, and to the aid for those children with incurable diseases. So far, the beneficiaries of these activities
have reached 1 million in total. It collected the funds from 25 million people in total reached 1.4 billion
yuan from. As its philosophy of “Charity by All, Doing What I Can” represents, the One Foundation
emphasizes collecting small contributions from numerous individuals; so 80% of the total sum of its fund-
raising is from individual donors. Although the act of fundraising could be counted as a form of
economically rational move, it is something that is extremely unlikely to be found among the
entrepreneurial village in Zhongguancun or among big business buildings in Shanghai. When I talked to
the manager of the Shanghai Office of the One Foundation, he had a very strong awareness of the
neoliberalism that is growing across China. He seems to be a typical representative of those Chinese who
have a different set of values from economic rationality.

I also encountered much more examples of those who were in an opposite position to the idea of
economic rationality. On our one-day excursion to a rural area in Suzhou near Shanghai, we saw a villager
washing clothes in a river. In fact, prior to that day, we had a talk among us Hitotsubashi students that
laundry service would be a quite lucrative business in Beijing because any of our hotels in the city did not
provide either laundry service or washing machines for the guests. During that talk, we were very excited
about our idea because we felt that China needed to be enlightened by the advanced culture of the West.
However, the moment we saw that washing man, we realized that it was us our mindset that was in need of
enlightenment. We learned that it was a traditional custom for the villagers to wash in the river, and that the
time for washing with the neighbors was an important occasion to relax for them. We were ashamed of our
simplistic misconception that the convenience with the aid of technology makes human life always happy
and comfortable. When I talked about this with Dr. Park, she told me that this kind of custom was widely
seen in China’s rural areas.

It is clear that such these “qualitative” experiences are all something I experienced during the brief
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period of our ten-day stay, but their impact was strong enough to remind us of our half-forgotten human

nature.

5. Conclusion: The Diversity of Values and the Economic Development in China

So far, I have tried to delineate the growing move toward economic rationality seen in China today.
But why is it that those people and phenomenon which appear to be in opposition to economic rationality
are frequently invisible to China’s outsiders? In my opinion, the sole reason for it lies in the undemocratic
nature of China’s fundamental political structure. I assume that currently the country has no other way but
to maintain and wield a strong political power to control a population of 1.3 billion. On the other hand, the
politics of one nation should primarily be based on the reversible power structure consisting of the three
parties of the voters (and their cultural values), politics, and economy. This structure can operate properly
only when the fluctuations in the economic climate influence voters’ opinions, and the politics mirrors the
changed opinion of the general public in turn.

However, in the case of China, the strict controls of freedom of speech have prevented a diversity of
values from rising to the surface. I presume that in China, both politics and economy have become their
own ends, and no one can reform the status quo. We should remember that in China, politics and economy
are closely connected with each other just like a pair of wheels of an automobile. It is an economy where
vested interests and neoliberal market principles interact with each other. That is why China’s economy
continues to grow. Some voters may simply have no objection to the precedence of economic development
and the suppression of democratic values, and not even have any intention to speak up. In fact, part of the
population in in the central China have recently seen noteworthy increase in their incomes, so it is not
surprising if some individuals place a higher value on earning a lot than making their voices heard. However,
such individuals will still be limited to the urban areas, and the majority of the Chinese population of 10
billion seems to be taking a different position.

In closing this report, I feel that I was very fortunate to witness a diversity of values that are
competing with each other in China today. The fact that I saw and realized the important implications of
such diversity alone will be enough to validate the purpose of my research. Every time I generalized about
the people, culture, or values in China, I felt some sort of awkwardness, and this restlessness was soon
internalized, and caused discomfort in me. It was the same strange feeling that I had when a member of my
club frowned on receiving my souvenir from China, or when a friend of mine looked puzzled listening to
my talk about the authentic Chinese food.

Finally, we should remember this: even though the Japanese media may report the dangers of Chinese

food repeatedly, or, even though you may not develop a liking for the flavor of Chinese cuisine, if you visit
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Suzhou, China, there are people who happily eat that same food and think it tastes good. Now I think that
my failure to get aware of the diversity of Chinese values has something in common with a sense of
awkwardness that I felt when talking with people who have never visited China: it was the lack of respect
from the “seeing” subject towards the object being “seen,” and the lack of imagination to put oneself in the
fictional situation of the other. From now on, I want to look at things from both of these perspectives so
that I can escape from unfairly biased opinions. I would never have been able to gain this simple but
important insight alone; before I end this report, I would like to express my gratitude to Dr. Nakagawa, Dr.

Park, Dr. Saga, the other students in our seminar, and all the people I met during our visit to China.
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Surveillance in Chinese Society:
Reconsideration of Privacy in the Age of Growing Need of Public Security
Kaoru Sato
Sophomore, Faculty of Economics
1. Introduction
Any foreign visitor to China will be amazed how closely people’s behavior is being monitored. The
government’s surveillance cameras are installed at every corner of the city, and the daily lives of all citizens
are meticulously being recorded. The Internet, too, is subject to the government’s censorship, and the social
networking services provided by American companies such as Google and Facebook are basically not
available in China. In addition to the government’s monitoring system, another type of surveillance network
has been recently built under the leadership of private companies, and this is what is called China’s “social
credit system”. Under this system, each user is given a social credit score that is calculated based on the
personal information of his or her daily life. Those who are given high scores are given preferential
treatment with regard to various occasions: they are treated favorable when applying for a bank loan and
given free access to rental bicycles.
I had always been interested in China’s surveillance system for a long time prior to our trip to China.
I found it particularly surprising that the Chinese people seemed not mind living under the control of such
a large-scale surveillance system. If a similar system were to be established in Japan, is would arouse fierce
opposition from the citizens, on the grounds that it is an invasion of privacy by the state. According to my
understanding, the Chinese people seemed to place much less emphasis on privacy than the Japanese did,
probably because they took a highly utilitarian outlook of life. However, during my stay in China, I had the
opportunity to exchange opinions with some Chinese students of my own age, and came to feel that they
might not be very different from us. So, after returning to Japan, I thought I might have had a misconception
about the Chinese people and their view on privacy, and decided to study the problem of China’s
surveillance system carefully again from a more impartial viewpoint.
Based on my own first-hand experience and observation of China, this report aims to examine what
kinds of factors contributed to the establishment of omnipotent surveillance society in China and how the
surveillance system has been working now, and ultimately suggest that we should have more extensive

public discussion on the meaning of privacy in this age of increasing need for social security.

2. The Dawn of an Information Society and the Transformation of Surveillance

Before examining China’s surveillance system per se, I would like to discuss the historical changes
of surveillance systems by classifying them broadly into three types. Above all, the advent of information
technologies marked a turning point that radically changed the concept of surveillance.

Now let us look at the three types of surveillance one by one. First, the simplest type of surveillance

is exercised by guards who keep individuals under direct observation. One characteristic feature of this type
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of surveillance is that the entire system depends on the physical presence of guards, and that those who are
monitored have full awareness of their being watched. Examination proctoring will serve as a good example
of this: in an examination, proctors perform their duty to make sure that there will be no cheating while
examinees are under constant surveillance by proctors. With the change of the times, this simplest and
earliest type of monitoring system was replaced first by a surveillance concept based on “self-disciplining”
and then by a more contemporary idea of surveillance based on “the behavior control through social
architecture,” which was brought about by the rise of information technologies.

A typical example of the surveillance through “self-disciplining” is the Panoptic on, a type of prison
system architectural design of a prison proposed by the British philosopher and social theorist Jeremy
Bentham in the late 18th century. As Figure 1 below illustrates, this type of prison characteristically has a
tall central tower, in which a single security guard is so positioned that he can observe all the prisoners kept
in the cells that are arranged in a circle around the tower. While the inmates cannot know when they are
actually being watched or not by the guard, the constant fear of being observed gradually compels them to
“internalize the gaze of the guard,” and eventually motivate them to discipline themselves to act as though
they are being watched at all times.

The type of surveillance prior to the modern era fundamentally needed observers who watch the
inmates vigilantly in a literal sense. However, the transition into the surveillance by “self-disciplining”
increased the efficiency of surveillance operation. Most of the contemporary surveillance systems and
theories are characterized by refinements of, and additions to, the main conceptual frameworks that were
established by the earlier, “self-disciplining” type of surveillance. Take, for example, the way our life is
being controlled by legal binding force today. Although we are not under constant surveillance, it does not
mean that we are allowed to do whatever we like; we know that if we commit an unlawful act, we must
face appropriate punishment for it. As a result, we come to discipline ourselves not to violate the law.

Earlier, I have mentioned examination proctoring as a typical example of the pre-modern surveillance,
of which successful operation presupposes the appearance of proctors before examinees’ eyes. However,
examination proctoring can be conducted by applying the modern type of monitoring by “self-disciplining”:
in this case, proctors do not have to be standing in a position visible from all the examinees in the room but
can be in the back working as an invisible deterrent. It will be taken as an act of cheating if an examinee
looks back to see if proctors are actually on the lookout, so it is practically impossible for him to know
whether he is being under surveillance at the very moment. As a result, he constantly feels the fear of being
watched, and come to “internalize the gaze” of the proctor and discipline himself to refrain from dishonest
acts. As we have seen so far, the defining characteristic of the surveillance system by “self-disciplining” is
that those who are under surveillance are aware of the existence of an inspector all the time, but unable to
see him with their own eyes. Thus, in this type of surveillance, the need for the inspector or the watching

itself has substantially been eliminated.
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Fig. 1 The Plan of Jeremy Bentham's Panopticon prison, drawn by Willey Reveley in 1791

The phase of Panotptical theory was followed by a new phase, where the Information Age ushered
in an alternative to the “self-disciplining” mode of monitoring. Relying on the principle of “social
architecture,” this new mode of surveillance needs neither the physical presence of a spectator or the
internalization of his gaze by individuals. Instead, the dramatic progress of information processing and the
extensive computer networks have both contributed to the creation of a digitally controlled social system,
which regulates individuals’ behavior through automated identification methods. An automatic ticket gate
at a train station will serve as a good example of this. In order to use trains, passengers normally purchase
either a ticket or an ICC such as Suica or Pasmo. Those who do not have any of these cannot get through
the gate, and, therefore, are automatically unqualified to use trains. Thus, the installation of automatic ticket
gates enabled railway companies to prevent passengers ‘dishonest acts such as free rides without posting a
supervisor to make passengers get aware of the operation of surveillance. It should be noted here that in an
information society, the power dynamics between the nation/the observer and the citizens/the observed has
lost its validity. Prior to the advent of an information society, the surveillance of “the self-disciplining”
model worked well on condition that individual citizens have internalized the observer’s gaze and
acquiesced to social norms and disciplines. (The power dynamics seen in the nation-citizen relationship or
the teacher-student relationships exemplify this.) On the other hand, in an information society, surveillance
is exercised by any entity which has access to information technology, be it a state, a company, or an
individual.

Given that there are several modes of surveillance, surveillance cameras will be classified under the
conventional type of surveillance by self-disciplining. Furthermore, the Internet restrictions in China are
another example of the self-disciplining mode of surveillance since the Chinese citizens is fully aware of
the Internet censorship by the government. The self-disciplining mode of power generally emphasizes the

citizens’ conformity to social norms. In this sense, the Chinese government is utilizing both surveillance
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cameras and the Internet restrictions as its effective instrument for encouraging the citizens to behave in a
way that will contribute to the strengthening of the current regime. On the other hand, China’s social credit
scoring system does not reveal its evaluation criteria to its users, so the system will be an example of the

surveillance via the behavior control through social architecture.

3. The Risks of the Surveillance via Social Architecture

As I mentioned in the previous section, China’s social credit scoring system exemplifies the
surveillance via the behavior control through social architecture based on the advanced information
processing and computer networks. Characteristically, under this mode of surveillance, the users remain
not only unaware of their being monitored but unable to know about the established rules (or social
architecture). If this system is applied at various levels of civic life, almost all kinds of private information
of an individual—ranging from the most basic data such as his name, date of birth, and address to the
information that concerns his daily behavior such as what he eats, where he goes, who he meets, and what
activities he participate—will leak out without his permission. The personal data gathered this way helps
the surveillance system to figure out what kinds of behavioral restrictions each should be imposed on each
individual to make him conform to the existing social architecture. Thus, in a society where an individual’s
personal information can be gathered in his ignorance, people have no reason for refusing to be monitored.
In other words, once this type of surveillance system is introduced and accepted by society, citizens have
no other choice but to continue to be kept under the system.

Now, let us examine what kind of society has adopted the surveillance via behavior control through
social architecture. Under the surveillance by the self-disciplining principle, the goal of the disciplinary
system was to reform the characters and behaviors of criminals and deviants and assimilate them into the
existent society. What emerges out of such a circumstance is an “inclusive society.” On the other hand, in
a society based on the behavior control through social architecture, criminals and deviants are excluded so
that they will not threaten the internal stability of the society, and this consequently gives rise to the
emergence of an “exclusive society”.

In addition, it is also hard for me to understand that the Chinese people are willing to give up their
private information in exchange for being ensured greater social security. The contemporary prevalence of
the power exercise via social architecture seems to indicate that on people’s list of priorities, tighter security
in everyday life is higher than the protection of privacy. However, as I discussed in Section 2, the
surveillance via social architecture is operative by anyone who has access to information technology;
however, what concerns me is that this mode of surveillance can ultimately cause a situation where
everyone is under the surveillance by everyone else. In other words, people’s pursuit of safety at the cost
of their private information can ironically increase the risk of their being under the constant gaze of public
observation. In this kind of society, mutual distrust among people will increase, driving them to seek for a

stricter surveillance system. In my opinion, we have to understand that privacy and security are not
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diametrically opposite but deeply related to each other. This means that the idea of the pursuit of security

at the expense of privacy only results in increasing the sources of our fear.

4. The Contributing Factors to the Rapid Creation of China’s Surveillance System

In this section, I would like to examine what factors contributed to the establishment of such a
comprehensive surveillance system as seen in China today.

First, a tighter monitoring system generally promotes a nation’s economic growth and the quality of
the citizens’ lives as well as maintains the public order and provides the stability of the establishment. In
China, the government adopted the surveillance via self-disciplining to strengthen its regime and maintain
peace and public order, while it also sought greater economic efficiency by introducing the surveillance via
social architecture. Consequently, greater efficiency was achieved in China’s financial and business sectors,
and the citizens came to learn a sense of morality and good manners.

What is more important here is the Chinese citizens’ response to the intentions of the government. I
once made a hypothesis that the unprecedentedly comprehensive surveillance network in China was made
possible because of the Chinese citizens’ unique attitude toward the government policies. However, as I
mentioned in Section 1, the talk with some Chinese students made me realize that I was wrong. Now I have
arrived at an alternative conclusion: what comes on the priority list of an individual—be it privacy, social
security, or economic efficiency—is affected by the times; furthermore, the rapid development of China’s
surveillance system was accelerated during the time when social security and economic efficiency were
high on the priority list of the majority of the citizens. As China’s economy increasingly grew, the citizens
began to seek a higher standard of living and a higher level of security, calling for government measures to
improve public safety. In fact, in some developing countries or politically unstable regions, it is citizens
themselves that expect the government to control people’s act and behavior by such means as resident
registration and national IDs.

Another contributing factor to the rapid creation of surveillance system in China can be found in the
country’s one-party rule by the Communist Party. Being the single decision-maker, the government can
implement its political measures promptly. In other words, in addition to China’s unique political system,
the coincidence between the government’s interests and those of the people promoted the rapid construction

of the surveillance system.

5. Future Prospects

As I discussed in Section 4, the rapid development of China’s surveillance system was made possible
because the citizens recognized the necessity and benefits of building such a system just as the government
did, and as far as I have seen, there seems no public dissatisfaction with the status quo. However, the

rapid expansion of the surveillance system contains within itself a potential risk to China’s public security,
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for close surveillance and extensive collection of personal information can arouse popular resistance against
the regime the future.

In addition, we must pay close attention to the future development of surveillance via social
architecture, which, in China’s case, is represented by the emerging social credit scoring system. At present,
the social credit scoring system is being recognized not as a threat that regulates an individual’s behavior
without his knowledge, but as a convenient method for improving the efficiency of his daily activities.
However, as I argued in the previous section, the introduction of a massive monitoring system via social
architecture contains various risks, and the implication of surveillance in China’s future will largely depend
on whether the social credit scoring will remain a useful economic service or a transform into an
authoritarian system that plays a central role in the surveillance system run by the government.

For the closing thought, I would like to consider the probability of the future development of a
surveillance system in Japan in comparison to China’s case. China’s comprehensive national surveillance
system was smoothly built not because of the country’s exceptional circumstances but because of the
agreement between the government and the general public that such a system would be beneficial for the
nation’s safety. In view of these facts in China, it is likely that Japan will transform into another surveillance
society in the future. Digital technologies will doubtlessly increase the efficiency in our lives on condition
that we agree to give up our private information in exchange; the public call for tighter social security will
rapidly increase when a sensational incident occurs. Most importantly, we should remember that once a
monitoring system has been created, people are “accustomed” to be monitored, and will never be able to
live again in a society without a strict surveillance system. In conclusion, now is the time to pause for
thought and promote public debate over an alternative method for social safety that can strike the balance

between the protection of personal privacy and the convenience of our daily life.
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The Growing Controversy over Chinese Foreign Aid
Yumeko Shoji

Sophomore, Faculty of Economics

1. Introduction

During our research trip to China in fall, 2019, we had an opportunity to visit the Beijing office of
CAITEC! to learn about Chinese foreign aid. Listening to a lecture about the origin and principles of
Chinese foreign aid, I realized that my knowledge had been rather biased against China’s foreign assistance
probably because I had been strongly influenced by critical media coverage on the issue that is often heard
in Japan. Thus, the awareness of my own ignorance motivated me to look at Chinese foreign aid from
diverse viewpoints expressed by the news media of different countries.

By focusing on China’s aid particularly to Africa and comparing international media coverage on the
issue, this report aims to consider what “quality” should be expected of China’s foreign aid in general. To
achieve this goal, the whole report will consists of four sections. Section 1 will give the definition and
historical background of Chinese foreign aid. Section 2 examines major criticism leveled at China’s foreign
assistance by both the American and the Japanese media. Then Section 3 focuses on how Chinese media
has been generating the contentious debate over the foreign aid of its own country, and refers to the public
opinion on this issue too. Finally, for the closing thought, I would like to look into the reliability of the
media coverage by both Chinese and international press, and conclude the entire report by presenting my

own view on the definition of desirable quality of foreign aid be it Chinese or by any country.

2. The Characteristics of Chinese Foreign Aid
2.1. A Definition

Before starting my main argument, I would like to clarify what Chinese foreign aid refers to. “The
Chinese government’s definition of ‘foreign aid’ differs from so-called ‘ODA’ (‘official development
assistance’) defined by OECD, and the differences are represented, for example, by that the former includes

military assistance while it excludes the running cost” (Carter, 2017). Another point that is often referred

! The Chinese Academy of International Trade and Economic Cooperation (CAITEC) is an inter-
disciplinary and multifunctional social science research institution and a consultative body directly under

the Ministry of Commerce (MOFCOM) of China.
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to as a feature of Chinese foreign aid is its lack of transparency, which has been a hindrance to the external
inspections of its real condition.

Characteristically, China’s foreign aid consists of three types of financial assistance: “China provides
grants, interest-free loans (under the jurisdiction by the Ministry of Commerce) and concessional loans
(under the jurisdiction by China Exim Bank)” (State Council as cited in Carter, 2017). A concessional loan
refers to a loan which is not interest-free but is offered to the borrower at an interest rate that is lower than
the market rate, and as Debora Brautigam points out, “China’s external assistance is also defined by its
concessionality” (as cited in Cater, 2017). The following figure given by Nobuhiro Kitano (2018) will prove
the importance of concessionality in China’s foreign aid: “The proportion of [China’s] concessional loans
to [its] total foreign aid stood at 36.3% in 2016,” meaning that the former taking up one third of the latter.
As of 2016, China became the seventh-largest donor country spending 6.6 billion US dollars on ODA.

Chinese foreign aid is also characterized by its swift procedural processing from the screening of a
loan proposal through to the launching of an aid operation. Generally speaking, the foreign aid operation
by established donor nations such as the US and Japan requires a long time for assessing the efficiency of
an aid project or screening a candidate nation’s repayment ability and other qualifications. In contrast,
China’s foreign aid is run by a smaller operating unit, so it takes a shorter time and fewer procedural steps
until its launching of an aid project. In this sense, it will be fair to say that while Chinese aid may not be
thoroughly planned or organized, it reaches out to those countries which are in a desperate need of financial

aid but are often left out by other major—and often Western—nations.

2.2. The Historical Background

Chinese foreign aid is underpinned by the following eight fundamental principles that were
formulated in 1964: (1) equality and mutual benefits, (2) non-interference, (3) appropriateness in the aid
approach, (4) national self-reliance, (5) efficiency and cost-effectiveness, (6) quality, (7) technology
transfer and human resource development, and (8) the minimum repayment. Among others, the second
principle of mutual benefits especially refers to so-called South-South cooperation, which is one major
pillar of Chinese foreign aid. This idea has its origin in the Bandung Conference in 1955 and some other
international meetings prior to it. It will be noteworthy that, according to Amitav Acharya, “The key
outcome of Bandung, after a long, bitter debate about whether the Soviet Union was a colonial power in
Eastern Europe, was a clear statement against colonialism . . . in all its forms” (as cited in Kilby, 2017).
Given this kind of growing anti-colonialism among recipient nations, it seems quite natural that the concept

of reciprocity started to rise in the field of international aid operation. Based on this idea, China’s first large-
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scale foreign aid was given to Egypt in 1956 (Kilby, 2017). Since then, or particularly since the country
launched its “Go Out” policy in 2000, China has been deepening its financial engagement with the world

and gaining its influence in the global politics.

3. International Criticism against Chinese Foreign Aid

The assessment of Chinese foreign aid has been a continuous international debate lately. As stated
above, while China is a growingly influential international net donor, it has its own unique principles and
strategies for conducting its foreign assistance. In fact, this move greatly concerns established donor nations
in the West because they fear the extension of China’s influence over the world. Therefore, this section will
look at the international media coverage of China’s foreign aid, particularly featuring the way the American

and the Japanese media cover this issue.

3.1. The US Media Coverage

Some part of the US media criticizes Chinese foreign aid to Africa as “neo-colonialism.” Whether it is
true or not, the infrastructure projects funded by Chinese capital are often said to employ Chinese laborers,
which results in taking employment opportunities away from local citizens in the recipient country, and
eventually benefitting Chinese economy. Moreover, it is also reported in the US that China is purchasing
agricultural land in Africa to feed its domestic population while people in Africa are threatened with
starvation. Especially the US President Donald Trump is hostile to China, declaring that the US will
increase its aid to Africa and win the battle for supremacy in the continent. In view of present circumstance,

this section examines the latest trend in the US press coverage of international assistance by China.

At a public hearing on the theme of “China in Africa: New Colonialism?” held in March, 2017,
before the Subcommitee on Africa, Global Health, Global Human Rights, and Internanational
Organizations of the Committee on Foreign Affairs, the Chairman of the Subcommitee and New Jersey
Republican Christpher H. Smith delivered a opening remarkes, in which he criticizes the motivation of
Chinese foreign aid as follows: “China’s engagement in Africa once was driven by revolutionary ideology”
in the competition with the Soviet and the US, and now it has been “replaced by infrastructure projects,
trade missions, soft loans and scholar ships.” According to Mr. Smith, China’s true motivation for its
financial aid to Africa is problematic too, for it is China’s “One-Belt, One-road” initiative that underlies
Chinese soft loans for the transport network construction in Africa, and the ultimate goal of the country’s

foreign aid is to “benefit China.” Moreover, he points out that the aim of China’s increasing financial
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engagement with African countries like Djibouti, Kenia and Ethiopia is to increase its military presence

and achieve its political ambition in these regions (Smith, 2018).

An article titled “Trump Embraces Foreign Aid to Counter China’s Global Influence” that appeared in
The New York Times in 2018 reports that “a new agency ‘the United States International Development
Finance Cooperation (DFC)’? will provide 60 billion dollars in financing aimed at blocking Beijing’s
ambitions.” During the presidential election campaign period, President Trump used to harshly criticize
American foreign aid under the Obama administration, but he has altered his stand by now. Fearing China’s
growing economic and political dominance in Africa, the Trump administration changed its attitude and
decided to engage itself with financial aid to Africa mainly for the sake of the national security of its own.
This article also emphasizes the necessity for “the [US’s] involvement with the [African] countries, not just
for a return on investment, but to move them toward a market-based approach.” The argument in this article
is overall very skeptical about the effectiveness of the economic development funded by China, and

suggested the US’s need to “check China” (Thrush, 2018).

3.2. The Japanese Media Coverage

The Japanese media is generally critical of Chinese foreign aid in the same vein as the US media,
characterizing China’s approach as being inappropriately self-interested and unfairly detrimental to the
benefits of the recipient nations. The Japanese press often compares the current state of Chinese foreign aid
to Japanese foreign aid in the 1970s, or the period of the so-called Japanese economic miracle, and argues
that China uses its foreign aid as a means of promoting its own export trade and exploiting the natural

resources in the recipient countries.

An article “Commercialism under the name of ‘One Belt, One Road’” (Takahashi, 2018) in Nikon
Keizai Shimbun argues that Chinese aid is equal to that of OECD nations in its ‘quantity’, but raises a doubt
about the former’s ‘quality.” Comparing these two camps in their approach to foreign aid, Takahashi says
that “the biggest difference” lies in that “China has formed a strategic foreign aid system which regards
foreign aid as a profitable means for promoting Chinese trade and investment and ultimately the substantial
benefit flow back to China under the name of ‘mutual cooperation’.” He also discusses that about thirty

years ago, the Japanese foreign aid used to take a self-oriented approach to its foreign aid operation under

2 DFC did not officially launch as planned on Oct 1% 2019, a result of congressional delays in approving

annual funding.
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the policy of “the trinity of international aid, trade, and investment”, and finds a similarity between the

“economic supremacism” of the past Japan and the status quo of Chinese foreign aid (Takahashi, 2018).

Another article in Asahi Shimbun, “A Chinese approach to financing, construction and
management: assistance and business mixed together,” warns that Chinese aid may exploit its recipient
countries. Referring to a Chinese aid project in Ecuador, it argues that the recipient countries tend to be
“dependent on China” and are likely to lose the full ownership over the domestic natural resources in their
efforts to make the loan repayment to China. The article also mentions that Japan, too, was once criticized
for taking advantage of foreign aid to increase business opportunity of its own; however, in response to the
international criticism, the country “came to embrace the western idea of foreign aid, emphasizing fairness
and poverty reduction.” On the other hand, China shows no signs of switching to Western values while “the

developed countries including Japan are now adjusting themselves to the Chinese style” (Takeishi, 2018).

4. Chinese Foreign Aid Reported in the Chinese Media

As I'have mentioned above, Chinese foreign aid has been harshly criticized by the Western media.
In this section, then, we should look at the reaction of the Chinese media to the international criticism
against Chinese foreign aid. In fact, China tries to justify its foreign aid strategies by particularly

emphasizing the principle of mutual benefits or South-South cooperation.

There has been heated debate over Chinese foreign aid inside China as well as overseas. In 2015,
the Chinese government pledged “two billion dollars to the new South-South Cooperation Assistance Fund
in an effort to help the world’s least developed countries by forgiving their debts.” While this decision was
supported by the international community, it raised national criticism which presented the following
question of “whether China, as a developing country itself, should provide such large foreign aid packages”
while doing little to alleviate domestic poverty. In response such public pressure, the government has been
trying to justify itself by emphasizing the importance of foreign aid as a means to promote China’s export
to Africa and ultimately its economic growth. It is true that China’s foreign aid does not derive from the
principle of altruism, and Xi Jinping especially emphasizes that “the focus [is placed] on the political and
strategic benefits rather than the narrow immediate economic calculations.” However, at least as of 2015,
there was still skepticism which considered the country’s foreign aid as “a means of gaining legitimacy
internationally for the Chinese Communist Party by squandering its taxpayer’s money,” and “un-
transparent decision-making process post additional questions” to the significance of foreign aid (Sun,

2015).
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On the other hand, an article entitled “China’s foreign aid showcases responsibility of a major
country” in People’s Daily on April 1, 2019, compares China to other developed countries in terms of the
foreign aid approach. After referring to the fact that while the UN established a target for donor nations to
contribute 0.7% of their GNI as ODA, most developed nations have failed to meet the target, the author
claims that China “deserves praise” for its positive commitment to foreign aid in spite of its status as a
developing nation. In support of China’s approach in general, the article also regards Chinese aid as an act
which “does not go beyond the scope of South-South cooperation,” and makes a counter argument to the
major Western view by asserting that “China attaches no political string to its foreign assistance” (Heng,

2019).

In the last few years, China’s foreign aid has been drawing wider popular support than before.
However, the ongoing debate over this issue also attests “the clash between China’s developing-country

identity and its rising national power as a global leader” (Sun, 2015).

5. The Reality of Chinese Foreign Aid

As I have discussed so far, the media coverage of Chinese foreign aid is highly affected by the
geopolitical position of each media organization as well as the vicissitudes of international relations.
Therefore, we will never be able to do justice to Chinese foreign aid as long as we are relying only on media
coverage on the issue. In my opinion, if we want to get to the truth about Chinese foreign aid, we will have

to search for a kind of middle ground where a diversity of views on the issue can converge.

First, the media reports that take a critical stance against Chinese foreign aid are not always telling
the truth. For example, some reports accuse the Chinese government for its sending Chinese laborers to
Africa and consequently robbing local workers of their job opportunities, but this kind of criticism is
different from the reality. In fact, according to Bréutigam (2018), “Surveys of employment on Chinese
projects in Africa repeatedly find that three-quarters or more of the workers are, in fact, local.” The
personnel cost in China has inflated along the economic growth, and “Chinese firms now are outsourcing
their own manufacturing to cheaper countries.” Briautigam also refutes the critical view that “China is
dominating the African agricultural land and causing famine of the local people,” and says such a view is
often based on groundless rumors. Furthermore, according to a joint research by the International Food
Policy Research Institute and Hopkins University, “the total amount of land actually acquired by Chinese
firms was only about 240,000 hectares: 4 percent of the reported amount” (Brautigam, 2018), and this

“reported amount” refers to 6 million hectares, accounting for only 1 percent of the total farmland in Africa.
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Next, China is also criticized for so-called “predatory lending.” In some developed countries, there
is an argument that Chinese investments and projects were realized at the request of corrupted leaders of
African countries. As Brautigam points out, it is true that “some of [Chinese aid operations in Africa] were
no doubt pork barrel projects and white elephants.” However, he also emphasizes that “Chinese loans

generally have comparatively low interest rates and long repayment periods” (Brautigam, 2018).

Of course, Chinse foreign initiatives are not always “estimable.” Many of them deserve to be
called “tied-aid” and are strongly affected by China’s geopolitical and economic motivations. Even so, the
truth is more complicated. Above anything else, we should admit that Chinese foreign aid has been widely
accepted in Africa just because it certainly brings immense benefits to Africa, and that China is playing a

positive role in the development of Africa while the established donor nations have failed to do so.

6. Conclusion

As I have examined through this report, among the three countries of the US, Japan, and China,
the media coverage of Chinese foreign assistance widely vary mainly according to the geopolitical positions
of each country and the vicissitudes of international relations. With regard to the US, which once called
itself “the police of the world,” one of the main priorities for the country is currently to check the increasing
international influence of China. On the other hand, Japan keeps step with its closest ally, the US. Most of
the Japanese media reports focus on the ethics of ODA. As I have mentioned earlier, Japan used to be
criticized for its foreign aid approach by the West, and gradually shifted its emphasis to the fundamental
idea of ODA. Given these circumstances, we can infer that the Japanese government expects the Chinese
counterpart to follow in Japan’s footsteps. In contrast, the Chinese government and media justify the
country’s foreign aid to Africa by regarding it as the South-South cooperation and refute the international
accusation of the self-benefiting schemes of China. It seems to me that the debate over this issue will not

reach complete agreement so easily at least for some more time.

The definition of “justice” in foreign aid varies according to where one stands; every nation has a
different set of values to measure the “quality” of foreign assistance. For example, from an American
perspective, one of the qualities that foreign aid should have is the promotion of democratic political system.
In fact, the dissemination of democracy and capitalism has been what the US has sought to achieve thorough
its foreign aid. For people in the United States, ideas such as peace and liberty are fundamental to human
rights, and they have naturally believed in the justice of promoting their cultural ideology to developed

countries. In this sense, American foreign aid frequently means the eviction of the dictators of the recipient
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nations. China, on the other hand, adopts the principle of non-interference for its foreign aid operation; this
means, in other words, that for China, foreign aid has nothing to do with the liberation of a recipient nation
from its dictatorial regime. Another “quality” of foreign aid is concerned with the geopolitical competition
between donor nations, particularly the US and China. As the American media have reported, the US
government regards its own foreign aid as an efficient means to maintain its own international influence
and the world order. Moreover, the US was once reducing its foreign aid, but decided to increase it once
again mainly with the intention to ‘diminish’ China’s growing influence. From the US perspective, the
“quality” of foreign aid is determined by how effective it is as a means to check on Chinese influence in
African interests. From yet another view, the “quality” of foreign aid should be assessed by a close
examination of each investment or project, particularly how much amount of money was invested and what
impact was brought about to the economic index of a recipient country. This is an argument that is widely
supported in China. In fact, the Chinese government uses the same logic to justify its economic measures
to give priority to the industrial development of the richer regions in the coastal areas over the other poorer
regions. It will be also true that China’s rapid economic growth made possible because of its single-party
rule by the Communist Party. Under the circumstance, the government justifies itself by emphasizing the
benefits of its own relief measures to help millions of population get out of poverty while indicates the

inevitability of socio-economic inequalities that still remain in China.

Finally, in my opinion, the “quality” of foreign aid should be evaluated based on its contribution
to the long-term, sustainable development of a recipient country. This kind of evaluation cannot be made
by looking at every single aid project separately, for the economic growth of any recipient country can be
correctly measured only as a result of a series of aid projects that are mutually connected. Economic
development of a developing country can be promoted only when it has secured political stability and the
financial assistance from overseas. A dictatorship can be a cause of a coup and social disorder, so the
promotion of non-authoritarian political ideologies should matter in international aid operation.
Simultaneously, financial aid and technological cooperation are also essential for successful foreign aid.
To achieve these goals, recipients such as Africa need to carefully consider from what donor nation they
should receive assistance. International aid to Africa can work appropriately only when it can meet the
needs of the Africans and can coexist with African cultures and values, and the right choice can be made
only by the Africans themselves. This kind of decision cannot be made only by finding a successful example
and copying it. If we recall that in the past the attempt to introduce democracy to Africa ended in failure, it
will be self-explanatory that China’s development cannot serve as a good example for Africa; first of all,

the potential resources of the two are too different from each other. Currently, it is donor countries but not
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recipient countries that are taking the key role in the decision-making in international assistance. However,
is there any donor country which knows better about the current economic situation of Africa than African
countries themselves? I assume that large part of international assistance has been decided and performed
from the donor countries’ perspective, without much in-depth inquiries into the real problems in Africa. I
believe that international assistance to Africa will be truly fruitful only when it focuses the spotlight on the
present and future of the economy of every recipient nation, and hold extensive discussions about a long-

term development of African countries.
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Work-Life Balance among Working Women:

A Comparative Analysis of China and Japan

Hitomi Tokuda
Sophomore, Faculty of Economics
1. Introduction

One of the socio-economic imperatives in the world today is women’s active participation in the
workforce. With regard to gender equality in the workplace, China has been seeing a rise in the percentage
of women in both managerial positions and in entrepreneurship, and Japan lags behind in this respect. In
fact, the male-dominance in Japan’s workplace culture is so deep-rooted that one of the numerous
government measures that have implemented so far has radically improved the status quo. During the
discussion with some Chinese university students that met on our research trip, I felt that there was a

difference between us in our awareness about women’s participation in the workforce.
This report will examine the gender equality in China’s workplace, and compare China and Japan by

focusing specially on the problem of work and child-rearing compatibility.

2. Gender-equality in China under Its Planned Economic System
Until the adoption of the market-opening reform policy, a high rate of labor share was maintained in
China, and female employment was regarded as absolutely natural. As the graph on the left shows, there
used to be no disparities between men and women in either employment opportunities or wage levels.'
There are three factors that contributed to the greater gender-equality in China’s workforce: (1) the
labor share uncontrolled by market mechanisms; (2) the government support for childbearing and child-
rearing; (3) strong family bonds peculiar to China and grandparents’ active participation in childcare. In the

rest of this section, I would like to discuss each of these factors in more detail.

Fig. 1 The Rate of Women Employment in Urban China Fig. 2 Gender Wage Gap in China (as of 1988)
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2.1.Labor Share Uncontrolled by Market Mechanisms

Under the planned economic system, labor market was virtually non-existent in China. The
fundamental principle underlying companies’ employment creation was not profit-making but
employment expansion, which naturally resulted in companies’ indifference to the recruitment of
competent employees. In other words, a company was rated higher simply in proportion to the number of
its employees, and the problem of gender inequality in the workplace could hardly arouse. Nor the gender
wage gap grew in China, where all the jobs were stable full-time employment, and consequently gender

pay equality was guaranteed.?

2.2. The Government Support for Childbearing and Child-rearing
Childbearing and child-rearing greatly affect not only women’s lives but their participation in the
workforce. In China, there were preferential treatments to the female workers who were pregnant or rearing
young children. Pregnant female workers were entitled to 3-month maternity leave, and the entitlement was
used at the ratio of nearly 100%. As for childrearing, most state-owned enterprises ran day nurseries
providing the service at very low fees. In addition, the nurseries were often located in adjacent premises to
the mothers’ workplaces, and nursing hours were flexibly adjusted to the mothers’ working hours. Some

nurseries even provided not only daytime care but overnight care services on weekdays.?

2.3. Grandparents’ Active Participation in Childcare

In the majority of China’s married couple families under the planned economic system, both
husband and wife worked outside the home and share the housework equally. In China, therefore, gender
equality had been established at least in the relationship between husband and wife.*

It should also be noted that grandparents’ active participation is one characteristic features of
Chinese-style childcare. In China, there remains a traditional cultural value which respects the idea of
family consisting of three generations, and this has made people ready to accept the integral role of
grandparents in rearing their grandchildren. For one thing, the average retirement age for Chinese women
is fifty years old, which naturally means that many retired women are still mentally and physically healthy

enough to help young parents rear their children.’

3. Gender Gap in China Since the Introduction of the Market Economy Policy
Since the introduction of the market economy system, however, Chinese companies have been driven
to pursuit of economic efficiency, and this inevitably caused gender inequality in the workplace. For

example, when the radical restructuring of state-owned companies caused a massive layoff of employees

2 Mizoguchi, Y. (2017). “Gender and Market-Oriented Economic Reform in the 1990°s in China.”
3 Mizoguchi, Y. (2017). “Gender and Market-Oriented Economic Reform in the 1990’s in China.”
4 Ishizuka, H. (2010). Gender Analysis of the Chinese Labor Market.

5 Hoku, R. (2018, June). “The Present Situation of Child-rearing in China.”
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in the late 1990s, 9.2% of female workers lost their jobs while their male counterparts were limited to 6.5%,
indicating a disproportionate dismissal of the former. Gender inequality can also be seen in job offers. For
example, high-paying regular positions in engineering and management are commonly offered to men. On
the other hand, job openings for women are often low-paying, non-regular occupations such as shop clerks
and other service jobs. As an inevitable consequence, gender pay gap is widening in China. In 1900, women
made on average about 80% of men’s earnings, but the rate dropped to about 70% only in 2000. For
comparison, let us refer to the gender pay gap in some other countries: In New Zealand and Scandinavian
countries, which are known for their high gender equality, average earnings of women reach somewhere in
the range of 80% of those of men. On the other hand, in the UK, where the gender gap has remained
unbridged, the figure remains as low as 73%. All these figures suggest that in China gender inequality
dramatically widened in just ten years. Taking the perspectives that are comparable to those adopted in
Part 2, this part focuses on China’s workplace after the introduction of a market economy and examine what

changes occurred to gender equality.

3.1. The Emergence of a Labor Market
The Chinese economic reforms made a decisive impact on the country’s employment by generating
a competitive labor market. In the late 1980s, state-owned enterprises began to collapse, and in the second
half of the 90s, the leading employers shifted from the public sector to the private one. In addition, private
companies started to aim at profit-making. All these changes resulted in the emergence of a labor market

where workers are exposed to competition in landing a job.”

Fig. 3 The Transition of the Number of Employees by Firm Types
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Let us assume that the ability of an individual employee can be measured by calculating the ratio
of the labor productivity to the labor cost of the employee. With regard to working mothers, especially in a
society where there is no public allowance for childbearing or child-rearing, the cost of childcare can be a
variable to measure the value of their labor force. As for China, those preferential treatments to working
mothers which I discussed in the previous section underwent radical changes in the late 1990s.

The most profound change was the decrease of day nurseries. In 1988, 97% of the state-owned
companies ran their own nurseries, but the figure sharply dropped to 33% in 1999. Though many private
nurseries were established around the same time, they charged a high fee for their services. In Beijing, for
example, the monthly fee at a private day nursery amounts to about 700~900 yuan on average. Given that
the average monthly income for college graduates who live in Beijing is 4000 yuan and that for high school
graduates is 1000 yuan, the cost of sending a child to a private daycare is clearly a heavy burden to bear for
ordinary households.® In addition, the quality of the daycare services is changing too. According to the
notion commonly share among Chinese mothers, the public day-care nursery services are generally cheap,
but their quality is inferior to that of the private ones. In fact, in recent years, there have been many cases
of child abuse and food poisoning at private nurseries, which has driven new mothers not to send their
children to daycare nurseries but to raise them at home whether they can expect the help of their own parents
or not. These facts and data will indicate that China is in a pressing need for the creation of a new public

childcare system that can effectively help working mothers who are facing the conflict of work and family.’

3.3. The Impact of China’s Changing Family Relationship

As I have discussed in the preceding section, in China today each family increasingly bears the cost
of child-bearing and child-rearing, and this tendency has changed women’s role in the family too. The
gender equality seen in China at least until the 1980s is now a thing of the past, and the economic reforms
diversified family household types as well as opened up the gender pay gap in China. Newly emerged
family household types are broadly divided into two: one type is a single-income household with its
husband as the only breadwinner who earns enough to allow the wife to be a full-time homemaker. In this
type of household, the wife often gives up her job at the time of marriage—even if it is a pretty lucrative
job—because she is strongly influenced by the image of a stay-at-home wife as a new ideal of womanhood
that is rising recently in China. On the other hand, the other type of family is a dual-income household
which is supported by both the husband with a low-paying job and his wife with a non-regular job. In this
type of household, the husband is the main breadwinner while the wife is mainly expected to do housework
and look after the children. This kind of division of gender roles has eventually contributed to the widening

gender gap both inside and outside the home in recent China.!”

8 Mizoguchi, Y. (2017). “Gender and Market-Oriented Economic Reform in the 1990’s in China.”
° Hoku, R. (2018, June). “The Present Situation of Child-rearing in China.”
10 Mizoguchi, Y. (2017). “Gender and Market-Oriented Economic Reform in the 1990’s in China.”
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Recent lifestyle changes in China have also driven many younger couples to choose not to live with
their parents. In addition, the Chinese government’s decision to ease and eventually end its one-child policy
has been weakening China’s traditional emphasis on family values. Now that all couples are allowed to
have more than one child, and this may result in the increase of children per family, eventually reducing
grandparents’ strong motivation to actively participate in rearing their only grandchild and hear to their
family. Another cause for concern is China’s population aging. The aging and shrinking of the population
will inevitably destabilize the country’s pension system, and will directly affect the finances of the elderly.
Consequently, it is very likely that the majority of the elderly cannot afford to offer the financial support
for the care of their grandchildren. In brief, young couples may not be able to expect as much aid from their

parents in their child-rearing as before. !!

4. Japanese Women’s Participation in the Workplace

As I have discussed so far, in China a high rate of female labor participation used to be secured only
until the country abolished its centrally planned economic system. In this section, I would like to look into
the current situation of gender equality in Japanese society, particularly in the workplace.

Throughout the modern history of Japan, gender inequality has never been removed from Japanese
society. What kinds of socio-economic reasons perpetuate it, then? First, the influence of the patriarchal
system since the pre-World War II period has been deeply rooted in Japanese culture. Japanese Civil Code,
first promulgated in 1898, gave patriarchs strong authority, and it consequently legitimized male dominance
during the next fifty years. The Civil Code was modified after the World War 11, and the old patriarchal
system was nullified at the same time; however, until today, the country’s view of family has still been
under the strong influence of male dominance based on the old patriarchy. Another factor is the introduction
of market economy and the resultant emergence of the labor market. The post-World War II economic
reforms led by the GHQ brought about similar consequences to those in Chinese workplace that I discussed
in Section 3.1., making gender discrimination the norm in Japanese labor market and serving gender
inequality to perpetuate in Japanese economy and culture.

Furthermore, currently the financial burden of child-rearing weighs heavily on young couples, and it
is vital that the government should expand its childcare support. In order to promote women’s participation
in the workforce, the urgent provision of childcare facilities is essential; however, a chronic shortage of
authorized nurseries has not been addressed properly yet. Another problem is that despite their entitlement
to the child-rearing leave policy, only 6.25 % of new fathers in Japan take paternity leave while new mothers
who take time off amount to 82.2%. The implications of these figures are that the existent support system

for childcare in Japan has not effectively reduced the substantial burden on the shoulders of mothers.!?

" Hoku, R. (2018, June). “The Present Situation of Child-rearing in China.”
12 Ministry of Health, Labor and Welfare. (2018). The Annual Basic Survey of Gender Equality in
Employment Management.
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Figure 4 is a diagram cited from Fujino’s study on Japanese young people’s opinions about the paternity
leave policy. This diagram indicates that the prevailing attitude among young Japanese husbands, who work
long hours as breadwinners and spend less time on child-rearing and household chores, has its roots in the
stereotypical gender roles that have persisted in Japanese society for a long time. Given that the government
has already implemented various policies designed to promote greater participation by women in the

workforce, it Japanese companies should take a more proactive approach to these problems.

Fig. 4 Japanese Youth’s Opinions on the Country’s Declining Birth Rate and Paternity Leave Policy

i &5
SEHLEE By BEREN. BEZES £EMNTEE
TS RIS FEA E3FavE

EEOFES,
- BiEEsT CERDTELA - EEEOE CBRICHETE
. T HEERNIE L - HEICEE HeEnRALE
BECEET - EEORFHET 3
A= g T (Al 5l

HEZH. HESE - RREE
RN B
- ERBROCILEDRE
+ BRROAUZEORER
- PESFORE
- HEREOSHNE
e

| RTOBEHRENENNDRER
- BEOERAFEDSE - BUHOERAEOEE - RRZH
» B RBROISETF v T - BREEDER
- TEDERFEEOTY

B3 7ir— b E T OHE
HFf o MBoEA0ERSEE P HECoVWToT = b B EERR & 0 FH L

5. Conclusion

Opinions will be divided over whether the achievement of gender equality is a social issue or a private
issue. However, the international awareness about prevailing gender inequality is unquestionably rising,
and the diffusion of Me Too movement from the US to the globe most typically exemplifies the increasing
interest in this issue across the world. Given that Japan is now in transition to a super-aged society with a
shrinking population, the country should put a greater effort to transform into a gender- equal society,
otherwise women’s participation in the labor force will never be increased, nor will working women fill out
the decreasing working population to rejuvenate Japanese economy.

In this paper, I have examined the problem of the labor force participation by women both in China
and Japan. Through this comparative study, I have noticed that currently the two countries are taking almost
opposite positions on the issue of gender equality. China, on the one hand, was once a gender-equal society,

but the country’s transition to a market economy opened up gender gap. On the other hand, modern Japan
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has always been a male-dominated society, and today the country has been taking gradual steps to reduce
gender gap by implementing various counter measures. For these reasons, it may not be entirely appropriate
to simply compare the gender (in) equality in the two countries. However, I was able to learn that two of
the developed countries in Asia have been taking completely different attitudes toward one same issue, and

I believe this will be a meaningful first step for me to continue my research on gender equality in China.
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China as a Study Destination for International Students

Kaoru Nagao
Sophomore, Faculty of Law

1. Introduction
During our short-term study trip to China, we had an opportunity to visit Renmin University
and exchange our thoughts with some of the students of the school. One of the presentations made by them
was about the increase of Chinese students who go abroad to study. Though the presentation, I was
interested in knowing more not only about the outbound movement of Chinese students but also about the
inbound students who come to China to study. This report, therefore, aims to look at China as a study
destination for international students. First, it will give some statistics to overview the latest trends in the
international student enrollments in China, and then consider what factors have contributed to the country’s
growing popularity among international students by comparing China and Japan from the following three
perspectives: the government policies on the acceptance of international students, the problems regarding

school fees and expenses, and the social position of international students in both countries.

2. Inbound International Students in China:
Figure 3. Number of China's inbound students, 2007-2015
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abroad is still highly popular among Chinese students, one 2007 2008 2009 2010 2011 2012 2013 2014 2015
noteworthy trend of today is that China is becoming one Fig. 1 Number of China’s inbound students
of the world’s most favored study destinations. According (2007-2015)

to a statistics, as of 2017, the international students attending Chinese institutions for tertiary education saw
10 % growth for two consecutive years and amounted to 489,240.! Figure 1, on the other hand, shows that
China grew popular among international students particularly in 2010 onwards.?

Another recent trend is that growing number of international students are opting to study at university

while language schools are becoming a less attractive option. Humanities have always been

I “China: Asia’s most popular study destination.”

2 Department of Education and Training, Australian Government.
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overwhelmingly popular subjects, and 48% of the total inbound international students are majoring one of
them; other faculties including engineering, business administration, science, agriculture, and arts are all
attracting increasing number of students from overseas, which have seen about 20% annual increase in the

enrolments on average.

3. Factors in Favor of Chinese Dominance as an International Education Hub: An

Analysis Based on a Comparison of China and Japan

3.1. The Government Policies
[ China]

It is only several years ago that China began to take a positive approach to the reception of
international students. One big contributing factor to the rise of China as an international study destination
is the massive number of Chinese returnees who once studied overseas and brought back home the latest
knowledge and technologies and contributed to the promotion of advanced researches in China. Given these,
I will first provide an overview of a series of the Chinese government’s policies implemented to deal with
various issues concerning inbound international students.

The origin of the government-funded overseas study of Chinese students goes back to the post-
Great Cultural Revolution period, when China got aware of the necessity of nation rebuilding while facing
the scarcity of talented university teachers and researchers as a consequence of the intellectuals persecution
during the revolution. On the other hand, the university entrance examination resumed in 1977 after 10
years’ suspension, giving the momentum for the establishment of the university entrance examination
system nationwide. Simultaneously, the Chinese government started to send a substantial number of
publicly-financed Chinese students to study at Western universities, expecting that many of them would
return home upon graduation and make seminal contribution to the advancements in science and technology,
and ultimately the economic development in China. At that time, international education was available
among Chinese students only if they were financed by the government, and study abroad at an individual’s
private expense was quite rare. In addition, in most of the cases, the study period abroad was as short as
from one to two years.

Since 1986, however, as it introduced tighter immigration control, the government also strengthened
its regulations regarding personally-financed study abroad, which consequently reduced those who hoped

to receive international education whether it was at pubic or personal expenses. This, in turn, led the
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Fig. 2 Number of students going abroad and returnees

government to drastically deregulate studying abroad at FE_|Eefs g |ReREE |REE (%)
1978 360 248 28.8
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1980 2124 162 7.6
abroad revived among Chinese students. The deregulation, 1981 2922 1143 9.1
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however, posed another problem for China: due to the 1983 3412 2303 67.5
1984 3372 2257 66.9
scarcity of career opportunities which allow returnees to 1985 4888 1424 29.1
1986 1676 1388 29.7
apply what they had learned overseas, China seriously 1987 4703 1605 34.1
1988 7321 3000 41.0
suffered the problem the brain drain. As Figure 2 indicates, 1989 - - -
1990 7647 4946 64.7
except for the period of 1982-86, on average only 10 to 30 1991 2495 - -
1992 2574 - -
percent of those who had enrolled in an overseas university 1993 - - -
1994 2415 - _
had returned to the homeland after graduation.® To ease the 1995 1616| 50004 %Y -

situation, the government implemented new countermeasures with its emphasis on the promotion of
outbound students’ returning home. The strategy of “national revitalization by science education” adopted
in 1995 is one such example. As these measures got on the right track, Chinese students became the biggest
group of foreign nationals in many western universities, and this trend is likely to accelerate for a while.

Meanwhile, the issue of “Regulations on the Admissions of International Students into Tertiary
Institutions” in 2000 marked the beginning of the Chinese officials’ serious engagement with the strategic
promotion of international enrollments into Chinese universities. Additionally, the Ministry of Education
revealed “The International Study in China Plan” in 2012, announcing a goal of turning China into an
international education hub, with a target enrollment of 500,000 international students by 2020. Prior to
this plan, the career opportunities available to inbound international students had been extremely limited
due to China’s strict visa policies which required foreign residents to have a minimum of two years’ work
experience to get a job in China. Since the 2012 plan took effect, some of the international graduates with
outstanding academic record have been allowed to work with conditions in China. The plan also relaxed
rules on the employment of international students, allowing them to participate in internships, create
startups, or work part-time in some designated regions.

China’s wider acceptance of international students was also encouraged by the growing
recognition of the concept of “education business” nationwide against a backdrop of the country’s rapid
economic growth. Thus, the idea of profit-making was applied to the education for inbound international
students, and Chinese universities came to consider the tuition fees collected from those students as their

important revenue source.

3 Meng, J. (2018, April).
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[Japan]

As 0f 2007, the number of foreign students studying in Japan was 120,000, but in 2018, the Japanese
government made an official announcement revealing that it adopted a goal of increasing the number to
300,000 by 2020. To achieve this goal, the government implemented some structural and procedural
measures to make studying in Japan more internationally accessible. Examples of these are making
university-related information available in multiple languages, and encouraging universities to issue
admission permits to prospective entrants prior to their entering Japan. Both of these measures are meant
to improve the procedures for the university examination, admission, and enrolment as well as the entry
into Japan. Furthermore, to make themselves more internationally attractive, Japanese universities are
increasing the number of courses conducted in English. Thanks to these efforts, as of 2018, the number of
foreign enrollments in Japan reached 298,000, just 2,000 away from the government’s target.*

In 2019, yet another government initiative was launched. Based on the “300,000 international
students project” announced in the previous year, the new initiative aims to achieve more ambitious goals
as follows: to transformation Japanese universities into a truly global institutions that create new values; to
make local universities an international education hub which nurtures global leadership in its international
learning environment.’

While these initiatives have been successful to some degree, Japanese universities are now facing
some challenges. The biggest challenge of all is that numerous schools are failing to meet their intake
quotas due to the declining birthrate and, consequently, the decreasing number of prospective applicants.
Those who are suffering severely are private schools, of which 33 percent did not fill their intake quotas as
of 2019. Under the circumstance, some struggling schools are desperate to attract international students

in order to alleviate the acute shortage of Japanese applicants.

3.2. Educational Expenses and the Public Perceptions of International Students
[Educational Expenses]

In China, university tuition fees vary according to individual schools and faculties, while whether a

4 Ministry of education, culture, sports, science and technology of Japan. (2008, July 29). “The 300,000
international students project: An abstract of its framework.”
> Ministry of education, culture, sports, science and technology of Japan. (2018, April 27). “Inbound

295

students policies to reinforce the ‘300,000 international students project.
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given school is national or public does not imply much about how high or low the fees can be, and this is
one big difference from Japan. Characteristically in China, the majority of universities run by the state, and
it is usually said that national universities in general excel private universities in the educational and level
and quality. The annual tuition for the faculties of liberal arts or social sciences in Chinese national
university ranges between about 4,000 to 6,000 RMB, or about 78,000 JPY to 94,000 JPY (1 RMB =15.61
JPY). If we compare the total annual educational expenses per student, the average cost is estimated to be
about 530,000 JPY for national universities, and 900,000 JPY for private counterparts.

In China, there are various scholarships offered to international students, and they include the
government scholarship programs, Confucius Institute Scholarships for Chinese Language Studies, and
other programs funded and run by individual universities. It seems that scholarships for international
students offered by private sectors are quite rare in China.

In Japan, though the competition for the government scholarship for international students is quite
fierce, there are a range of scholarships offered by non-profit foundations such as Honjo International
Scholarship Foundation, Heiwa Nakajima Foundation, and Hirose International Scholarship Foundation, to
name but a few.

Next, let us look at the cost of living in China and Japan for foreign students. Most international
students in China live in school dormitories exclusively prepared for international students. The fees are
from 630 to 1,600 JPY per day, slightly higher than those to local students, but the rooms and shared
facilities are fully equipped.®

In Japan, student accommodation varies both in quality and quantity from school to school, and both
local and international students have largely two options of living in college dormitories or renting rooms
oft campus. The tuition fees at a national university are currently between 530,000 and 540,000 JPY a year,
with an admission fee ranging from 280,000 to 390,000 JPY, while those at private university cost on
average 900,000 JPY and 250,000 respectively.” As for the national average of monthly living expenses,
they total approximately 150,000 JPY, of which breakdown is as follows: 27,000 JPY for food, 34,000 for

housing, and 5,000 JPY for commuting. Land prices are very high in Tokyo, so the average rent is higher

¢ Japan Association of Overseas Studies. (2020, January 22). “Overseas studies in China.”
7 Ministry of education, culture, sports, science and technology of Japan. (n.d.) “A Survey on the annual

personal expenditure on the enrollment in private universities in the academic year 2017.”
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than the national average at 43,000 JPY, and the living expenses in total reaches 163,000 JPY per month.?

To sum up, aside from the housing, studying in China is generally much cheaper than studying in Japan.

[Public Perceptions of International Students]

In this section, I would like to present my own views on how international students are perceived in
both China and Japan. First, in China, along the lines of its national human resources strategies, the
government consi