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Professor LI Yuan

Dean of Tongji SEM

SMART ROUTE TO
INTEGRATION IS
DEVELOPMENT

Source: Shanghai Daily

PREFACE /

Now into its 12th year, the

Pujiang Innovation Forum

has a prominent role to play

in science and technology

innovation and the integrated

development of the Yangtze

River Delta region. Li Yuan,

dean of Tongji University’s

school of economics and

management, shared his

thoughts on the value of the

Sforum with Shanghai Daily.

Q: How do you evaluate the success of
the forum over the last 12 years?

A Since 2008, the forum has focused on
innovation, with Tongji University deeply in-
volved as co-organizer. We have witnessed how
it built a platform for innovators, and how it has
contributed to national strategies and policy.

With innovation now playing an increas-
ingly strong role in economic and social devel-
opment, competition between countries is more
fierce. Innovation does not mean a single break-
through, but the construction of an ecosystem,
improving resource utilization, developing new
industries and laying the foundation for a new
economic boom.

The world is more complicated than ever.
All countries are facing huge challenges now.
High-quality economic and social development
means using innovation as the primary driving
force of development. China needs to grasp
opportunities in key global fields to gain the up-
per hand, raising the bar for us all. How do we
approach opportunities with a global vision and
contribute to China’s future as a world science
and technology power? The Pujiang Innovation
Forum allows people from all walks of life to
offer advice and suggestions to the country’s
policy-makers.

Q: Technological development has in-
spired the vision of a smart city. What
will a smart city look like?

A: New products, new industrial forms
and new business models based on the Internet,
Internet of Things, Big Data and Al support tra-
ditional industries while fostering new drivers
for the economy.

The ultimate goal is to benefit the human
race. It's not just about economic development,
but also about urban planning, construction
and management. At the 2010 World Expo, we
put forward a good slogan, “Better City, Better
Life.” A better city must be a sustainable city.

Many Chinese cities are dedicated to be-
coming smart, which has driven new industrial
forms and business models. Government ser-
vices are of a higher quality and efficiency than
ever before. Intelligent services make citizens’
lives easier. New drivers have created new sourc-
es of growth.

Shanghai started building a smart city
early. In 2010, it already had a strategy. Since
then, a lot has been invested in information
infrastructure, opening up many fields such as
government affairs, urban management and
health care. Citizens enjoy the tangible benefits
of innovation.

But somehow, new industrial development
remains limited. For example, data barriers
between departments, a hangover from the tra-
ditional management model, obstruct progress
toward becoming a genuinely smart city.

Shanghai has broken down some of these
barriers through one-stop public services
citywide. The improved government website
collects data and shares it among departments,
making public services more equal, more uni-
versally beneficial and easier to navigate.

Building a sustainable city driven by mar-
ket forces and the public good is impossible
without effective top-level design, new technol-
ogies and high technical standards. We need
better security in sharing data. These challenges
mean that in planning a smart city and we need
to figure out how to solve future problems be-
fore they arise.

ZEME KCON MANAGEMENT VISION 11
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Q: Has Shanghai made progress in
building a science and technology in-
novation center of global influence?

A: The fundamental structure must be in
place by 2020, with core functions of a science
and technology innovation center working well
by 2030.

The policies explore new ways to manage
scientific research, industrialization of achieve-
ments, income distribution, investment, talent
and cooperation.

Zhangjiang Science City has gathered more
than 18,000 enterprises and is expected to boost
four core industrial clusters — the Synchrotron
Radiation Facility, the integrated circuit design
park, the industrial base for aircraft assembly
and the biomedical collaborative innovation
platform — nicknamed “the strongest light, the
Chinese chip, the sky dream and the new drugs.”

The science city has also assisted biomedi-
cal enterprises to establish a chain of R&D, pro-
duction and sales.

Things are happening quickly because
Shanghai is open to all. During his visit last year,
President Xi Jinping said the city’s development
was closely related to its open nature. More
opening-up, connecting local and international
resources, will benefit everyone.

Tongji University’s school of economics
and management fully supports innovation in
Shanghai. It's our obligation and responsibility
to cultivate outstanding entrepreneurs and in-
terdisciplinary talent.

Science And Technology
Innovation Center

Policies

Innovation And Reform

Q: Shanghai is now pursuing
high-quality development and living.
How can science and technology
innovation do more to serve these
goals?

A: How can Shanghai perform better in
international competition? We have a concept
called “brand effect” in management science.

Based on its traditional advantages, Shang-
hai has decided to develop its brand in services,
manufacturing, shopping and culture, and to
promote Shanghai characteristics in industry,
services, consumption and culture. By doing
so, it aims to build its image as a high-end inter-
national city, to lead integrated development in
the Yangtze River Delta region, and to support
economic development.

Q: How do you see the relationship
between building an innovation
center and integrated development of
the Yangtze River Delta region?

A: Coordinated development requires
coordinated policy on land, environmental pro-
tection and talent, among others. It means elim-
inating regional market barriers and allowing a
free flow of talent, cash and information.

The Yangtze River Delta is an important
power base and demonstration area with a
mission to establish an effective mechanism for
coordinated regional development. It was one of
the first places in China to industrialize; there-
fore it has well-established industrial chains
with strong support. There are not only FTZs in
Shanghai and Zhejiang Province and national
science centers in Zhangjiang and Hefei, but
it also has international super ports such as
Shanghai, Ningbo and Zhoushan.

GDP in the delta exceeds that in the Bei-
jing-Tianjin-Hebei region in the north and the
Pearl River Delta region in the south. The delta
region is regarded as the world’s sixth-largest
city cluster, but its per capita GDP is far behind
the other five. That means huge space for devel-
opment.
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Decisive
battle in 2030, Catching
Up with Zero Waste
City: Tokyo

First, compared with Tokyo, What is the status of
garbage classification and disposal in Shanghai?
Second, how did Tokyo implement the garbage
revolution, and what experience can be used for
reference by Shanghai;

Third, for the higher goal of the garbage revolution is
to build a circular economy society, Shanghai needs
to set longer-term goals.

CON MANAGEMENT VISION ZE11#
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Multiple similarities determines
that Tokyo is the target object

Shanghai and Tokyo have three links in
terms of garbage disposal. First, both cities are
in East Asian countries with more people and
less land, so they cannot use large-scale landfill
to deal with garbage. Incineration of refuse is
the only way.

Second, these two cities have similar liv-
ing habits and consumption structures. Third,
Tokyo's demographic structure and urban spa-
tial structure are similar to those in Shanghai.

Comparison of waste production
between Shanghai and Tokyo

In 2018, Shanghai’s per capita daily gar-
bage output is about 1.1 kilograms, and this
peak continues to climb. In 1989, the per cap-
ita daily garbage output in Tokyo reached 1.6
kilograms. At that time, the per capita GDP was
about 20,000 US dollars, which was equivalent
to that of Shanghai in 2018. Since then, with
the mandatory garbage revolution, the per cap-
ita waste discharge has gradually decreased.
This numerical value has been reduced to 0.8
kg at present.

Two gaps between Shanghai and
Tokyo

As we can see from the current situation
of domestic garbage disposal in China between
2006 and 2014, on the one hand, the total gar-
bage production and per capita garbage output
continue to increase; on the other hand, the
garbage disposal structure is mainly landfill,
supplemented by incineration. This situation
reflects the basic status quo of Shanghai, and
also the two gaps between Shanghai’s house-
hold waste disposal and Tokyos.

In 2018, Shanghai’s domestic waste in-
cineration treatment accounted for 40%, and
landfill accounted for 40%. In contrast, in 2015,
the proportion of domestic waste incineration
in Tokyo was as high as 75%, and landfill treat-
ment accounted for 3%. This data has been
relatively stable. However, Tokyo uses inciner-
ation as an intermediate treatment method for
domestic garbage, and landfill as a terminal
treatment method, which is for burying the

ash after burning. Therefore, one of the gaps
between Shanghai and Tokyo is that waste
disposal has not yet been transformed into an
incineration dominated model with landfill
being the terminal treatment. This model is
suitable for super-large cities in East Asia with
a large population and relatively little land.

The key milestones of the Tokyo
garbage revolution

The first stage (1960-1970s): dominated
by landfill, triggering “Tokyo Garbage War”

All the garbage in Tokyo was sent to the
Gulf area such as Jiangdong District for land-
fill. There were many kitchen wastes in these
unclassified garbage, which led to serious air
pollution and hygienic problems. People began
to resist and eventually caused the famous “To-
kyo Garbage War”.

The second stage (1980s): incineration
of combustible waste, mainly landfill of
non-combustible

The year of 1980 is the starting of Tokyo
from mixed garbage to garbage sorting. At
that time, the garbage was simply divided into
combustible garbage and non-combustible
garbage, in which combustible waste was in-
cinerated and non-combustible garbage was
mainly treated with landfill. However, when
the amount of landfill is greatly reduced and
incineration becomes dominant, landfill be-
comes the terminal disposal method for treat-
ing fly ash after incineration.

The third stage (after 1990): sorting large
pieces of garbage to increase resource utiliza-

tion

1990 was a very important milestor}'e;' in
the garbage revolution of the 23distrig§ts in
Tokyo. Tokyo began to further distingui#}} be- ‘
tween resource waste and bulky waste, fwhich

also led to an increase in recycling. B

Shanghai has three major late-
move advantages

From the perspective of the object, Shang-
hai has the “comprehensive” advantage. The
garbage sorting in Tokyo has been implement-
ed step by step. In Shanghai, from the very
beginning, the waste is divided into four main
categories: “hazardous garbage, recyclables,
wet garbage, and dry garbage”, apt for com-
prehensive promotion of integrated treatment
encompassing recycling, incineration, landfill,
etc.

From the perspective of process, it has the
advantage of “retroaction”. The traditional way
of dealing with garbage mainly relies on the
back-end processing without solving the front-
end problem of garbage generation. However,
the current approach is to decrement and cate-
gorize from the source by framing the capacity
without expansion and forcing inversely the
classification and resource utilization at the
front-end.

From the perceptive of subject, it has the
advantage of backwardness driven by “gov-
ernance”. Waste management requires mobi-
lization and participation of the government,
corporate and all sectors of society. Such a
governance structure can transform the waste
classification from departmental action into a
chorus of the whole society, helping to speed
up the garbage revolution.
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The strategic goal of the Shang-
hai’s garbage revolution

Since 2000, after achieving the first step of
categorization, incineration dominant garbage
treatment, and source reduction, Tokyo began
the second step of the garbage revolution—
building a recycling society, that is, “zero waste
city”.

The concept of “zero waste city” requires
that the urban material flow is a closed-
loop and there is so little waste discharge as
possible, aiming at minimizing the disposal
methods such as landfill and incineration. The
ultimate goal of Shanghai is to live up to such
standards.

Improve resource productivity
and recycling rates, and reduce dis-
posal amount

Japan's circular society development plan
proposes three goals in accordance with the
outlet, the intermediate and the entrance of the
material flow. The first is to reduce the amount
of disposal, which means, largely decrease the
disposal rate at the terminal treatment stage.
Secondly, to improve the circulation rate. To be
specific, ensure the resource recycling rate is
increased by 80% compared with 1990. Third,
to increase the resource productivity rate, that
is, greatly accelerate the GDP output of per unit
consumption of resource.

| :
— s, — “i.:i;'

Raw Materials Basic Chemicals Products

Source Reduction

_
Il .
: »
(POS) Wyl

Disposal

Reduce Disposal Amount

Waste )

_ Uf,_ e || 2
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Waste Disposal

In virtue of a circular economy
to alow-waste, even waste-free city

In summary, the garbage revolution
mainly includes two stages and two kinds of
thinking. Viewing the garbage problem from
the whole process of material flow, it can be
divided into four states: the ideal state is items
sharing, replacing possession with sharing.
The second state is the reuse of items. The
third state is to transform items into resource.
The fourth state is harmless disposal, includ-
ing incineration and landfill. During the first
phase of garbage revolution, the key point is to
solve the waste discharge by harmless disposal
and reduce the quantity through recycling. The
second phase of the revolution is the advanced
stage of items sharing. Using less material
resources to create more economic and social
utilization, to build a city with low waste and
even no waste.

Therefore, the garbage revolution in
Shanghai faces two major tasks. First, solve
the current problem of garbage classification
and peak emissions. Second, move towards a
recycling society with low waste and no waste.
Incineration and landfill are only transitional
methods. The key point depends on whether
the city can eliminate waste from the source
and the process of production and consump-
tion.
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JOINTLY PROMOTE

HIGH-QUALITY
DEVELOPMENT OF
BELT AND ROAD
COOPERATION

On April 25-27, 2019, the Second Belt and Road Forum for International Cooperation was held in Bei-

jing. President Xi Jinping attended the opening ceremony and delivered a keynote speech. Professor

Cheng Guogiang of Tongji SEM was invited to attend the policy communication sub-forum of the sum-

mit and participate in the conference discussion. During the conference, Cheng was interviewed by

CNR The Voice of China and published “Jointly Promoting High-quality Development of Belt and Road

Cooperation” in Outlook Weekly of Xinhua News Agency. Up to now, the article has been viewed for

more than 310,000 times.

In the keynote speech at the opening cer-
emony of the Second Belt and Road Forum for
International Cooperation, President Xi Jinping
stressed that going ahead, we should focus on
priorities and project execution, move forward
with results-oriented implementation, just like
an architect refining the blueprint, and jointly
promote high-quality Belt and Road coopera-
tion.

When presiding over a symposium in Au-
gust 2018 that marked the fifth anniversary of
the Belt and Road Initiative, President Xi said

that in advancing the initiative, we should tran-
sition from making high-level plans to intensive
and meticulous implementation, so as to realize
high-quality development, bring benefits to
local people, and build a global community of
shared future.

Then, how to jointly promote high-quality,
high-standard, and high-level development of
Belt and Road cooperation? What are the key
priorities we need to focus on at present and in
the future?

CHENG Guogiang
Professor of Tongji SEM,

Doctoral Supervisor
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LONG-TERM
EMPLOYMENT
THINKING &
CHINESE INTERNET
ENTERPRISES’
RESPONSIBILITY
OF THE ERA

At the end of March, a programmer who could
not stand the “996” (working mode of 6 days a
week from 9:00 AM to 9:00 PM) launched a project
named “996. ICU” , referring to people who are
sent to ICU due to overwork of 996) on an open
source website code platform GitHub, calling for
the boycott of long-standing unwritten working
hours system in internet companies. The seem-
ingly random move has triggered a wave of online
activism mobilizing hundreds of thousands of
people. It happened exactly 100 years after the
eight-hour working week first became an interna-
tional consensus. In just half a month, the project
gained the support of about 222,000 netizens,
reigniting the discussion of “8-hour work system”
and “workers’ rights”. Following the unequivocal
endorsement of the People’s Daily, the Xinhua
News Agency also issued a review on April 15th,
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“Advocating hard working and setting off 996”.
Obviously, the merits of this debate are very clear.
The “996” phenomenon does not conform to the
basic norms of modern industrial civilization,
and even violates the protection of the basic rest
rights of workers according to our Constitution.
Near the end of this incident, a problem that
should arouse our profound thinking is the strong
“long-term employment thoughts” that the lead-
ers of Internet giants have displayed during this
period. Had it not been for this incident, we may
not be able to know that these so-called “Internet
heroes” are so obstinately clinging to the man-
agement thinking based on farming culture and
early industrialization.

Professor of Tongji SEM, Associated Dean of the

Management Advanced Institute

In the past decade or so, with the expansion
of the Internet market and the state’s protec-

ion and support for the internet sector, China’s

Internet companies have come to the fore and
achieved considerable development. Some of
today’s hyperactive Internet users have quickly
become the leading figures in China’s economic
development thanks to the rise of the Internet.
They are vaguely called “Daddy” by some netizens
to express the complex feeling of envy or even
jealous of their achievements. Of course, such suc-
cess is inseparable from the fighting spirit of these
entrepreneurs born in the 1960s and 1970s. , as
well as the hard work of countless programmers
behind them, which is also the fundamental rea-
son why Xinhua comments emphasize “we should
not abandon fighting” However, the “996” incident
let us see the other side of the brilliance of inter-
net companies. The “enlightened” entrepreneurs
ghly praised by the society regard the knowledge
ers who need innovation and thinking as the
manent workers” of their own enterprises,
d ask them to devote themselves to work, not
themselves, not to their families, not to their
ith a lofty attitude. The expectation of “long
Irs” based on the farming culture causes many
grammers fall into the dilemma of “the boss
doesn’t get off work, neither do I”, and suffer from
the mental torture caused by work-family conflict.
is hard to imagine that in this state of mind, pro-
ers are able to bring significant theoretical
inological innovations to the company.
difficult to understand why Chinese in-
have not formed their unique innovative
profit models for many years behind the boom.
With the increasing pressure of overall economic
downturn, the internet companies that once tri-
umphed seemed to bear the brunt. The Chinese
internet giants who once shouted out “no layoffs”
began “internal reorganization”, and internet up-
starts who have declared to the world “will never
fire @ brother’began to claim “employees mud-
dling around are not brothers”. The incomplete
management thinking and passive management
results constitute a negative cyclic causal chain,
which reflects the limitations of the historical pat-
tern of Chinese internet leaders and the weakness
of their enterprises’ core competitiveness.

On November 17th, 2018, at the APEC CEO
Summit, General Secretary Xi Jinping emphasized
that the modern world is facing unprecedented
changes in the past century. The new technology

and industrial revolution are an all-round trans-
formation that will profoundly affects human pro-
duction patterns, lifestyle and values. If we can’t
respond effectively, we risk missing the entire era.
Different from the impact of previous technologi-
cal changes on industrial society, the introduction
of Internet technology and artificial intelligence
technology will change the nature of current work
and personnel organization, redefine corporate
competitiveness, and even reshape the current
economic structure. Under the new economic
model, the introduction of Al technology will not
only greatly improve the current work efficiency,
but also break the boundaries of organizations.
The whole society will turn into a large and loose
economic community featuring“One for all and
all for one”. Traditional, control-oriented employ-
ment model is likely to be a thorough subversion.
As a prelude to the change, a large amount of
independent knowledge workers (ie. slash youth)
began to appear, and the control-based organiza-
tion model of large enterprises began to be grad-
ually replaced by various micro- intermediary and
outsourcing services. As young people growing
up in this era, the post-90s’ understanding of life
and work is significantly different from the post-
70s who have experienced hardship and post-80s
who emphasize individual struggle. Thanks to the
great success of China’s industrialization process,
they have relatively superior living environment,
and the convenience and richness of information
has shaped their more independent and full per-
sonal values. For that reason, the Internet giants’
opinions about 996 highlight their disconnection
and obsolescence. The progress of industrial civili-
zation and the tremendous accumulation of social
wealth have given people more choices. The new
generation of employees has the power and will-
ingness to seek the purpose and meaning of their
work. The struggle and success defined by the
entrepreneurs born in the 1960s and 1970s can no
longer applied to the young people growing up in
the Internet age and post-90s. They cannot hold a
farmer’s attitude towards “long-term labourers”to
demand or even morally kidnap these knowledge
creators of the new era. The “996” incident is a
concentrated expression of this conflict. In the
face of such conflicts, the entrepreneurs have the
responsibility and obligation to explore a manage-
ment mode that matches the Internet era and fully
respects and protects individual independence
and initiative.
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Max Weber (1864-1920), a German sociologist
who witnessed the rapid development of enter-
prises in the industrial era, once suggested that
the market competition mechanism con concen-
trated resources and gave birth to large enterpris-
es, and whether large enterprises controlling re-
sources could operate rationally and healthily was
vital to modern society. Therefore, he proposed
that once a company become large, it should not
be regarded as an individual or family company,
but should be regarded as a social enterprise and
bear corresponding social responsibilities. This
is especially important for the current Chinese
Internet giants. The era of Industry 4.0 has opened
up a new journey for humans to explore future
production modes and personnel organization
patterns. The iteration of industrial civilization
provides Chinese companies, especially Internet
companies, with unprecedented opportunities
for strategic development. When the advantage of
demographic dividend gradually disappears in the
manufacturing industry, it is entirely possible for
Chinese companies with a large population base
to enjoy the “data advantage” once again brought
by the demographic dividend in the era of digital
economy, so as to finally achieve curve overtaking
and help realizing the great dream of national
rejuvenation. Therefore, these internet giants are
undertaking the responsibility of exploring and
leading China’s economic transformation and
organizational reform. Their leaders are ought to
stand in the height of the times, strive to get rid
of the cognitive limitations brought by personal
growth experience, and think more about how to
integrate Chinese wisdom and culture into this
transformation with a more open and inclusive at-
titude. They need to find new organization models
that fit new business situation, and to inspire and
motivate innovation vitality of the employees. Cer-
tainly, it is not merely the responsibility of Chinese
internet entrepreneurs, many Chinese manage-
ment scholars and practitioners should play an
indispensable rolein it.
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In 2018, the United States Patent and
Trademark Office (USPTO) stated in its
Strategic Plan 2018-2022 the following
strategic objectives: optimizing
patent quality and timeliness;
optimizing trademark quality and
timeliness; improving the formulation,
implementation and protection of
intellectual property policies worldwide
through strengthening domestic and
international leadership. From the
perspective of government authorities,
the plan requires the identification
and protection of intellectual property
rights through high-quality and
time-sensitive inspection and review
processes, with particular emphasis
on patent reliability and high-quality
trademark inspections to promote
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the full trust of power holders and
the public in patent licensing and
trademark registration when making
inventions and investments. Similarly,
the State Intellectual Property Office of
China is also implementing the patent
quality improvement project in depth.

In the future, the competition in the
field of high and new technology will
be more intense in the world. For our
backward and Catching-up economies,
in addition to the unilateral pull of the
management departments, how can
each of the innovative entity stimulate
endogenous high-quality development
momentum and promote high-level
output, is the most effective and broad
source of power.

SHAO Luning
Lecturer of Tongji SEM

EXPERT’S VIEW 2 / #HZE

Then, what is the overall level of Chinese
patents? According to data released by the World
Intellectual Property Organization, in 2017, of
the 3.37 million patent applications in the world,
China accepted 1.38 million pieces, far exceed-
ing the United States (600,000 pieces). However,
in terms of the number of international patents,
in 2017, inventors around the world submitted
a total number of 243,500 PCT applications (ac-
cording to the WIPO Patent Cooperation Treaty,
patent applicants can submit a separate PCT
international application to seek protection for
its invention in many economies). The number
of PCT applications in mainland China ranked
second (48,900), second only to the United States
(56,680), higher than Japan (48,206), Germany
(18,948) and South Korea (15,752 pieces). In
terms of the number of common patents repre-
senting the higher level of developed countries,
according to OECD statistics, in 2015, the num-
ber of tripartite patents (European Patent Office,
Japan Patent Office, US Patent and Trademark
Office protected a group of patents for the same
invention) reached 55,684.89 pieces worldwide.
There are only 9 countries having more than
1,000 patents of tripartite patents, and China
ranks fourth. Among them, the number of tri-
partite patents in Japan and the United States
exceeds 10,000 pieces. In other words, China
still has much room for improvement in the effi-
ciency and quality of innovation output.

The first prerequisite for exploring the
improvement of patent quality is to clarify what
is a high-quality patent, in order to further ex-
plore the improvement path of patent quality. At
present, there is no standard definition of patent
quality at home and abroad. The definition of
patent quality is mainly from four aspects: pat-
ent examination, law, technology and economy.
For example, Burke and Reitzig (2007) think that
the patent examination quality refers to the con-
sistent classification of patents made by patent
offices in accordance with the technical quality
standards of patent licensing, i.e. the degree to
which the patents examined and authorized
meet legal requirements. Based on the impor-
tance of patent technology advancement, many
scholars use patent citation count as a proxy
variable for patent quality. Research shows that

the more cited patents are, the more advanced
and influential the technology is, the higher its
quality or importance is.

For a company’s R&D investment, what is
the high level of output? What is a high quality
patent? Professor You Jianxin from Tongji SEM
pointed out that the value characteristics of the
company's patents in the process of technolog-
ical advancement and market transfer reflect
their product attributes. A patent is a logical
product with invisibility. It is the crystallization
of the wisdom of R&D personnel. It exists in the
form of documents and can often be mapped
to the market value achievable by a particular
product or its manufacturing method. The pat-
ent does not exist in entity, does not have the
attributes of raw materials, can only distinguish
the quality through a series of activities in the
process of development, application, authoriza-
tion and utilization, but the patent has the use
value, and the exclusiveness of the patent deter-
mines that the right to use the patent belongs
only to the patentee.

In 2017, there were dozens of patent liti-
gations between several major air-conditioning
giants including Gree, Midea and Oaks. Howev-
er, according to a number of review decisions
of the Patent Re-examination Board of the State
Intellectual Property Office, more than 60% of
the patents involved were declared invalid. We
have to ask, is it a proof of high level output if
a company gets a patent license? Can they get
a reward for this? Since the granted patent was
under protection, why did it suddenly die? Was

there any fatal flaw in the creation, application,
review, authorization and implementation of
patents? In real business competition, if there is
no way to protect the market position and legiti-
macy of a company, what is the value of patents?

Enterprise patent is a product of enterprise
R&D activities. From this perspective, patent
quality refers to the degree to which a patent
satisfies the combination of its quality attributes
and the patentee’s use value. The quality char-
acteristics of the patent include functionality,
economy, stability and text quality characteris-
tics. That is, on the basis of providing a complete
and clear technical solution and reasonable
protection appeal, whether the enterprise patent
satisfies the patent examination and the func-
tional requirements of the patent examination
and patent applicants? Is it novel, innovative,
and practical? Can the patent recover the re-
search and development costs and generate
net income for the patentee, whether it can be
used for others and brings commercial returns,
whether it maintains a comprehensive set of
quality characteristics such as legal validity and
business value level for a relatively long period

of time.
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CIVILIANS
BENEFIT FROM
THE VAT CUT

Starting from April 1, 2019, China will
Implement a new Value-added Tax rate.
This means that with the comprehensive
implementation of the deepened VAT
reform this year, and the VAT tax cut
worth over one trillion yuan comes into
effect.

TONG Aigin
Associate Professor of Tongji SEM

ECON MANAGEMENT VISION

In the annual government work report of
2019, Premier Li Kegiang proposed that, “We
should implement a large scale of tax cuts, and
significantly reduce the burden of corporate for
social security contributions.” VAT reform is the
“main course” of tax cuts. The specific measures
include reducing the current tax rate from 16% to
13% in industries such as manufacturing, and from
10% to 9% in industries such as transportation
and construction. Meanwhile, we will expand the
scope of deductions to ensure that tax burdens on
all industries are reduced without increase. Data
of last year showed that 16% value-added tax,
mainly in manufacturing, contributed about 60%
of the total value-added tax. According to calcu-
lation, more than 80% of the tax cut is for the real
economy such as manufacturing. From this point
of view, the deepening VAT reform will promote
the development of the manufacturing industry,
and promote the continuous transformation and
upgrading of the manufacturing industry to intel-
ligent and modernized, realizing “ Made in China”
and even “Intelligent Manufacturing in China”.

Since 2017, China has carried out two rounds
of VAT reforms. Up to now, VAT is still the largest
tax category in China, which accounts for 34% of
national tax revenue and 39% of public finance.
According to the Ministry of Finance, several meas-
ures to deepen the reform of VAT will bring more
than 1 trillion yuan in tax cuts.

The VAT reform not only helps to effectively
reduce the tax burden of the entity enterprises,
but also provides the possibility for enterprises
to increase scientific investment and promote
product upgrading, In addition, it largely enhances
the core competitiveness of company’s scientific
and technological strength and also benefits the
end- consumers. In particular, the tax reduction
dividend will positively affect consumer, further
stimulating domestic consumption and expanding
domestic demand.

Value-added tax is an extra-price tax that
can be passed on to consumers. Therefore, the
reduction of the VAT rate will reduce the consump-
tion cost of ordinary people. For example, when
adjusting the fuel price last year, the National
Development and Reform Commission proposed
to reduce the VAT rate of some industries and
goods from May 1st, 2018, among which the VAT
rate of refined oil products was reduced from 17%
to 16%. Accordingly, the maximum retail price per
ton of domestic gasoline and diesel was reduced
by 75 yuan and 65 yuan respectively. Many car en-
terprises have also lowered the sales price of cars
due to the decline in the VAT rate. In May last year,

Beijing Mercedes-Benz Sales & Service Co., Ltd.

SHARING = /%

issued a statement saying it would adjust the rec-
ommended retail prices for its vehicle models with
the maximum drop of some models up to 32,000
yuan, mainly due to the impact of the VAT rate
adjustment. Thus, it can be seen that the decline
in value-added tax can benefit the “moneybags”
of ordinary people. Katsuki Hasegawa, chief econ-
omist at Mizuho Research Institute of Japansaid,
“thanks to the VAT cut, prices of commodities such
as cars and other home appliances are expected
to fall, supporting personal consumption. ”

Just as Premier Li Kegiang said, “Large-
scale tax cuts and fee reductions are a reform that
moves the government’s stock interests and cuts
its own flesh. However, we believe that the success
of this “main course” and the full implementation
of the dividend will surely boost the confidence of
the real economy. It will effectively increase tax-
payers’ sense of gain and stimulate the initiative
for the transformation and upgrading of traditional
industries, and promote stable economic growth
and restructuring.
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HU Jing
Associate Professor of Tongji SEM
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How booming is the Internet celebrity economy? Crazy fans give
the answer. In March 2019, Li Jiaqi, a “big brother of lipstick”,
sold 10,000 facial cleansers in 10 seconds during a live Internet
broadcast, which was just a spindrift of the Internet celebrity
marketing trend. How long will the Internet celebrity economy
last? Just look at how capital votes with its feet. Ruhan Holdings,
known as “the No.1 share of Internet celebrity e-commerce”,
went public in the US, suffering an embarrassing drop of 37.2%
on its listing day and halved value within five trading days after
listing. Some Internet users joked that the US stock investors
who were attracted by the beautiful Internet celebrities, had
been hung up.

SHARING %/ #s

Indeed, the Internet celebrity economy
of 2019 is in a state of “fire and ice” -with fans
rushing in and out of the market in a frenzy of
buying, meanwhile with capital markets turning
hostile in the forms of share-price crashes or
withdrawals. Luo Zhenyu, who invested in Inter-
net celebrity Papi Jiang, disinvested in less than
seven months, while Wang Sicong shut down
Panda Live after three years of struggling.

The root of this economic phenomenon
lies in the nature of Internet celebrity itself. An
“Internet celebrity” is someone who receives
high attention from Internet users because of
a certain event or behavior and thus becomes
popular in reality or Internet communities. They
become famous because their certain qualities
are amplified through the network effect, and
correspond to the psychologies of Internet users
such as appreciating beauty or ugliness, pursu-
ing stimulation, peeping, conjecturing, tasting
and spectating etc. They are intentionally or
inadvertently pursued and admired within the
online community, and thus become the so-
called “Internet celebrities”. Internet celebrity
economy, as its name implies, is a new econom-
ic model that relies on Internet celebrities, gath-
ers popularity and attracts fans through social
media, and conducts targeted and precise mar-
keting based on the growing fans group, thus
turning fans into sales volume or other values.

It should be admitted that the Internet
celebrity economy has sufficient social founda-
tion. According to the Survey Report on the Life
Style of the Post-1995 Generation released by
Baidu, the total population of the post-1995 gen-
eration who were born between 1995 and 1999
is about 100 million. They have been accompa-
nied by the Internet since they were born. What
they love most on the Internet are refreshing,
posting their life and teasing, preferring online
entertainment and networking to real life. It cafy
be said that the growth environment of the gen-
eration represented by the “post-1995” provides
the basis for the outbreak of Internet celebrity
economy.

| adad

Indeed, the Internet celebrity economy
with solid social foundation is developing
rapidly. According to the 2018 Insight Report
on Development of China’s Internet Celebrity
Economy jointly released by iResearch and Sina
Weibo, as of 2018, the total number of fans of In-
ternet celebrities in China had reached 588 mil-
lion. In 2015, the operating revenue of China’s
Internet celebrity economy exceeded 1.1 trillion
yuan for the first time, and the scale of Internet
celebrity economy will exceed 2 trillion yuan in
2018. Moreover, Internet celebrity economy has
also expanded from online social network, live
broadcast and game to offline real industries,
penetrating into various fields.

It should be said that the rapid develop-
ment of Internet celebrity economy has objec-
tively played a role in increasing employment
and effectively improving service efficiency;
meanwhile, it can also reduce social informa-
tion cost and bridge class differences. But as
the growth of social media traffic slows down,
it becomes increasingly difficult for ordinary
Internet celebrities to become charismatic
and capable top ones. Internet celebrities are
encountering more and more new problems: in-
creasing difficulty in grabbing visitor flow, and
slower speed in cashing the flow etc. In order
to continue to be popular, Inter-net celebrities
began to constantly challenge the moral bottom
line, and devi-ate from the public order and
good custom: unconventional live broadcast
with complete indifference to “blackening”, “vil-
ifying”, trampling on dignity; exaggeration when
selling goods, using the herd effect to incite
the fans’ conformity behaviors; inciting fans to
“bomb” other Internet celebrity stores or micro
blogs, disturbing the normal order of the Inter-
net, and so on. The Internet celebrity economy
is growing faster and faster along the route of
rapid harvest.

In essence, Internet celebrity economy is
an economic phenomenon which can't exist
without obeying economic laws. Even if the In-
ternet celebrity eco-nomy is now a flying pig in
the middle of a whirlwind, once the wind slows
down or turns its direction, any maverick flying
pig will have to respond to gravity and return to
the ground. And if this pig is expanding to the
state of being disjointed from the real economy,
with bubble risk accumulation, capital virtual-
ization, showy and not substantial products and
deceptive advertising, its final hard landing will
sooner or later encounter repeated failure in the
eco-nomic field.

Therefore, the Internet celebrity economy
should avoid just earning quick money and
hastening to reap the market, but conform to
the economic laws and make itself a vigorous
online and offline interactive network ecology.
For Internet celebrities, it may be a way out to
maintain long-term popularity and build their
brands. The upgrading from Internet celebrity
to IP would greatly expand the alternative paths,
which, of course, requires them to possess more
diverse and comprehensive skills and qualities.
As for the market, Internet celebrity economy
will enter the second phase sooner or later, in
which the mode of rapid flow performance
cannot be sustained, while a more reliable busi-
ness model must be sought instead of repeating
the e-commerce route of generating sales. For
regulators, due to the particularity of Internet
celebrity economy, it is required that the gov-
ernment and industry administrators should be
preventive and proactive in the supervision of
Internet celebrity market. In case of adverse and
irreversible social impact, the effect of post-su-
pervision would often be greatly reduced. The
construction of supervision system should be a
combination of government-industry-platform
supervision and self-discipline, and eventually
realize the real-time and dynamic supervision of
Internet celebrity economy.

A bottom line should be set for Internet
celebrities, and economic rules should be fol-
lowed by the Internet celebrity economy. When
5G enters a new era, it is even more important
for the Internet celebrity economy to achieve
high-quality development.
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CONSOLIDATE

THE FOUNDATION
OF AGRICULTURE

AND ENSURE
EFFECTIVE

SUPPLY OF MAJOR
AGRICULTURAL

PRODUCTS

Excerpt from: Agricultural and Rural Issues of China,
Voice of Rural China, China National Radio (CNR)

Interviewee: CHENG Guoqiang
Distinguished professorTongji, SEM:
Formier.secretary.general of academic

committee of DRC.
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The No. 1 Document issued by the
central government in 2019 made a
special em-phasis, releasing a clear
signal of focusing on agriculture and
grain, and proposed to consolidate
the foundation of agriculture

to ensure effective supply of
major-agricul-tural products. It
covers five major areas including
stabilizing grain output, completing
the construction task of high-
standard farmland, adjusting and
optimizing agricultural structure,
accelerating breakthroughs in key
and core agricultural technologies,
and implementing the strategy

of ensuring major agricultural
products supply.

To promote:the construction:of high-standard farmland
and-increase the productivity of arableland

“To guarantee the sowing area of grain crops remain stable at
1,650 million mu, strictly holding the red line of 1,800 million mu of
arable land. To fully implement the special protection system for perma-
nent basic farmland to ensure that permanent basic farmland remains
above 1,546 million mu. In addition; to accelerate the construction of
high-standard farmland to ensure the achievement of 800 million mu of
high-standard farmland by 2020.”

— Excerpt from Central Document No. 1

Cheng Guogiang: The production capacity and efficiency improve-
ment of cultivated land mainly depends on the infrastructure and secu-
rity capacity of basic farmland, that is, how: to ensure the basic stability
of grain output by improving the resistance elasticity of cultivated land
under adverse conditions such as natural disasters. Therefore, it is nec-
essary to upgrade the basic farmland and promote the construction of
high-standard farmland, so as to improve the disaster resistance and
production efficiency of basic farmland. Central Document No.1 further
drives the implementation of the policy of storing grain in the land and
storing grain through technology, and also stresses that the construction
of high-standard farmland is the direction of our future efforts.

SHARING & /#s

To accelerate-breakthroughs in key
and core agricultural technologies to fun-
damentally solve agricultural problems

“To accelerate breakthroughs in key and
core agricultural technologies, to strengthen
innovation-driven development, to carry out
breakthroughs in key and core agricultural
technologies; to foster a batch of strategic
science and technology innovation force for
agriculture, and to promote independent inno-
vation in areas including biological breeding,
heavy agricultural machinery, smart agricul-
ture, and green agricultural inputs.”

— Excerpt from Central Document No. 1

Cheng Guogiang: Science and technology
is one of the key factors to improve agricultural
production efficiency. Under the background
of limited environmental capacity, only by
improving per unit area yield, productivity and
efficiency through 'science and technology,
can we solve-the problems of high cost and
low benefit faced by agricultural production?
Therefore, the breakthrough of key and core
technology is the fundamental measure to
guarantee China’s food security and to solve
agricultural problems. From cultivation to field
management, to processing and conversion;
and to the construction of man-agement sys-
tem, every segment in the agricultural field
actually involves key and core technologies.

To implement the strategy of ensur-
ing major agricultural products supply
and to establish a global agricultural and
Jfood supply chain security system

“To strengthen top-level design and
systematic planning, to ensure the domestic
supply of grain and other major agricultural
products, to make comprehensive arrangement
of both domestic and international markets
and resources, to scientifically determine the
security level of domestic major agricultural
products, and to improve the security system
and the domestic security capacity. At the same
time, to accelerate and support the globaliza-
tion of agricultural sector and raise the level of
agricultural cooperation with other countries..”

— Excerpt from Central Document No. 1

Cheng Guogiang: The proposal of the se-
curity strategy for major agricultural products
is helpful for China to establish a more stable
global agricultural and food supply chain se-
curity system. In recent years, due to the limi-
tation of domestic resources, China has made
full use of the international market while guar-
anteeing the absolute safety of food rations.
However, once fluctuations or trade frictions
happen in the international market, the do-
mestic agricultural market may be affected.

To appropriately import grain to
ensure food security and to capitalize on
the role of agriculture, rural areas and
farmers as the ballast stone

Cheng Guogiang pointed out that the
construction of security system for major
agricultural products supply is not only the
inheritance and development of the content of
the Central Document No. 1 in 2014, but also
can capitalize on the role of “agriculture, rural
areas and farmers” as the ballast stone under
the background of complex domestic and in-
ternational situation.

In addition, considering China’s current
resource conditions and the environmental
cost of agricultural development, it has be-
come an inevitable practice to supplement the
domestic market with international resources
through appropriate imports.

To comprehensively upgrade food
security management and to spread
market risks through diversified imports

Cheng Guogiang indicated that we need
to accurately grasp the new situation facing
food security and comprehensively upgrade
the country’s food security management level.
Meanwhile, in addition to strengthening the
food infrastructure and improving the produc-
tion capacity, we should also expand the food
industry chain and further improve the man-
agement capacity of international agricultural
and food supply chain, which requires the
diversification of import modes.

Soybean, for example, is mainly distribut-
ed in South and North America, while in fact
there are many regions with soybean produc-
tion potential. If we can exploit the production
potential of these regions, and establish the
corresponding storage and logistics ports so as
to develop international trade, China’s annual
import demand of more than 90 million tons
of foreign soybeans can be achieved through
multi-regional layout. In addition, the multi-re-
gional layout can also play an important role in
our diversification of possible market risks.
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According to the report released by Lean in China on career and
happiness index of contemporary women, 61.82% of women think
that family and career are equally important and want to balance
career and family.

With the fierce competition in the workplace and the trivial and
complicated family affairs, more and more professional women are
in a state of imbalance between career and family. Today, let us hear
about how the goddess professors are able to enjoy success both in
lives and in careers.

How Does

From my perspective, one’s job and ca-
reer ideal should be consistent, so that one
will feel meaningful to do it, and is willing
to do it extraordinarily well. Therefore, one
may get satisfaction from the work results,
and bring this joviality to life. When shar-
ing with family members, one can reach a
consensus on work and life values with the
family, and enrich and optimize the content
and structure of life, making life meaningful
and interesting. In return, the goal of better
quality of life can enhance the motivation
and vitality of work. Thus, achieving a win-
win situation of work and life.

the Beautiful Female Professor of
Tongji SEM Balance Work and Life?
Let "Her Wisdom" tell youl!

“Working women's work-life
relationships

should not conflict but can
also add values”

Professor LUO Jinlian
Professor & Doctoral Supervisor, Department of

Organizational Management (Funding), Tongji SEM

Take myself as an example, being a col-
lege teacher, my job objective must be teach-
ing and research. Treat every student sincere-
ly and try my best to advise students on their
research fields. This is also in line with the
organizational goal of my job. From my expe-
rience, I realized that when we set up a small
goal that is consistent with the organization-
al goal (I don't have big goals or multi-goals,
oh...) as our career pursuit, and constantly
strive towards this small goal, without doubt,
a stop, or looking around, and never swayed
by gains or losses, you will achieve your goal
effectively. Once you get sense of satisfaction
and professional well-being, this happiness
will allow you to pursuit exquisite work and
life.
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Women have been working hard to make themselves “per-
fect”, and always thinking that everyone needs them all the time.

I used to be like this, making every effort in work and family,
until I was exhausted. Then I realized that not everything needs
me. Family members, friends, and colleagues around can help
me properly liberate myself. Men are better at this. They know
how to distribute their work and do what is necessary at critical
moments. However, women tend to work on their own, take it
all, and end up with a lot of complaints.

In this world,
everyone’s cognition
is different. Instead
of expecting others
to take the initiative

to understand you
or do it right away
by yourself, why not
taking advantage of
women’s good com-
munication skills

“Don'lt just try lo improvq}f()ursel[ bul also
learn how to set )'ourself ree.”

Professor XU Weiyuan
Professor & Doctoral Supervisor, Department of

Management Science and Engineering, Tongji SEM

and letting people
know that we need

help and their help will make the situation better. Recently, I am teaching my child how to
dump garbage, and communicate with my husband about sharing some simple housework.
Start with these little things and let people around me be aware that I need help. Maybe in the
beginning, the simple things will become more complicated, but over time, we will be free
from the tedious things. In return, we will get satisfaction, comfort and pleasure both physi-

cally and mentally.

I joined Jeanswest in 1993, and was promoted from
the shop manager to the vice president of Greater Chi-
na in just three years (at 29 years old then). After that,
feeling that I had reached the ceiling of my career, I de-
cided to resign and study for my doctorate. From 2002 to
2007, I completed the doctoral study and post-doctoral
research. After leaving the postdoctoral station, I have
been a Tongji teacher and till now.

In my opinion, although working in enterprises

“[/:}fou choose, /)lease work hard.”

Professor LIANG Xiaobei
Professor & Doctoral Supervisor, Department of
Marketing(Funding), Tongji SEM
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and schools are completely different in na-
ture, and they have different pressures and
challenges, but both of them follow the same
logic and approach, so do families. Although
these three things point to different direc-
tions, we should clarify the logical relation-
ship of various matters, make reasonable
arrangements according to their priorities,
and deal with them separately. Otherwise, we

may continually be entangled in temporary
and urgent matters, and fall into the state of
anxiety and confusion.

But I have to say that both work and
family mean a huge responsibility, once you
take them, you choose to accept the stress
and busyness. But if you choose, please work
hard, because only in this way can you har-
vest its beauty.

LIFESTYLE i / TG

“By doing these three things, you can
achieve awork-life balance.”

Professor YAN Shumin
Professor & Doctoral Supervisor, Department of

Organizational Management (Funding), Tongji SEM

When I studied the content related to

life and work, I found that there are three
main factors for working women to balance
their work and life. First, “balance” is a kind
of dynamic balance. Everyone has different
standards of balance, so the first thing is to
understand one’s feeling of balance. Com-
bined with the characteristics of different
stages of work and life, determine whether
the work or life should take more time and
effort, what kind of arrangement can make
you feel balanced.

Our definition of balance needs to be
shared with those close to us. For example, if
your husband does not agree with your share
of work and family, it will cause conflicts and

lead to imbalances in life.

Finally, to improve efficiency, we must
prioritize things according to its importance
and urgency. Doing the important things
within limited time, and work and live effi-
ciently. Knowing your own balance, reaching
consensus with others, and improving work
and life efficiency, will make you an excellent
working woman in the eyes of everyone.
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INDUSTRY

STRUGGLE AND
BREAKTHROUGH OF
THE INTERNET
WEALTH MANAGEME

O)

S

WANG Yongsheng

Master of Finance student of 2012,
Tongji University,

Wealth Management Business Group

of Orange Finance

China has a huge capacity for wealth management market. According to incomplete statistics, the

stock scale of bank deposits, bank financing, public (private) funds and trust product has exceeded

136 trillion yuan, which makes both the traditional and internet financial institutions contend for the

Internet wealth management market under the background of Internet+ era. Though the regulation

of the wealth management market is becoming stricter, various institutions are constantly exploring

and innovating, expecting to find a way out.

The No. 175 Document on Internet lend-
ing issued in early 2019 determined P2P can't
carry the hope of the Internet wealth man-
agement industry. Few lending platforms
with great achievements neither achieve the
aim of inclusive finance, nor reduce social
financing cost. The so-called intelligent risk
control and sci-tech finance have become a
tool for platforms to grab high yield. If there
is an Internet lending platform focusing on
establishing a long-term mechanism, con-
structing a real consumption scenario from
the borrowing end, raising the purchase
threshold from the investment end, helping
to reduce the financing cost with scientific
and technological capabilities, and earnestly
fulfilling the function of information inter-
mediary instead of credit intermediary, it
may be possible to find a wider and broader

path. However, which platform could have
such a vision and determination under cur-
rent environment?

In the field of Internet fund sales, li-
censed sales has become an industry consen-
sus. Although fund sales licensing has been
extremely tightened since 2016, Tencent and
Baidu still got the only two permits, while
most of the other platforms without the cap-
ital and technological strength like Tencent
and Baidu cooperated with banks as the
second best option, redirecting users to bank
websites to open secondary accounts, and
sell funds through banks. In order to avoid
the 10,000 limit of fast withdrawal , Internet
financial platforms have to launch several
monetary funds at the same time, and guide
users to diversify their investment. These
measures have increased the education cost
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for investors and even sacrificed the user
experience to a large extent, but it is a des-
perate move to survive in the gap. CSRC has
promulgated Regulations on the Supervision
and Management of Public Securities In-
vestment Fund Sales Institutions (Draft) and
relevant supporting rules for public opinion,
which means fund sales business is facing
a systematic and strict regulatory era with
higher requirement for continued operation
of independent fund sales institutions. It
is the only way of survival for professional
institutions to follow the rules, comply with
the suitability management principle, stead-
fastly expand public funds market, and help
to build a benign market order.

The fixed income insurance products,
mainly universal insurance, have improved
the risk-free rate of return in the market in
a hidden way and are gradually exiting the
stage of history, while the Internet financial
platform is still diligently exploring the coop-
eration with insurance companies to launch
investment insurance products that are more
in line with regulatory intentions. However,
it is also difficult to obtain regulatory approv-
al for net worth investment linked insurance,
and net worth products with risk carried
by investors have no difference with public
funds, so the necessity of existence of such
products has greatly weakened. It is expected
that Internet insurance financing is difficult
to shine in the next few years.

The path of wealth management coop-
eration between securities firms and Internet

platforms has not achieved the ideal effect,

but the securities industry has not sat idly
and started to innovate itself with unprece-
dented determination. From the end of 2018,
some established securities firms have been
making a high-profile transition to wealth
management. Citic Securities changed the
name of Brokerage Business Development
and Management Committee to Wealth
Management Committee, and made bold
reform to its organizational structure and
incentive mechanism. Almost at the same
time, Galaxy Securities and Industrial Securi-
ties announced the change of the Brokerage
Business HQ to Wealth Management HQ.
For securities industry, online trading sys-
tem has been formed many years ago, but
didn’t escape the dependence on brokerage
business path that has been established for
over twenty years. If securities firms want to
get a good position in wealth management
industry, they have to overcome human na-
ture of myopia and offensiveness, design and
manage asset management products based
on the industrial advantage, build their own
barriers in product design and management,
and continue to enlarge the quantity of se-
curities trading clients. Only in this way can
they compete with banks, funds and trust
industry.

Internet financial platforms and the
trust industry have made many trials and er-
rors, but still have not found a good path for
the internet-based trust products. After all,
most of the Internet financial platform users
are incompatible with the million threshold
of trust products. Even so, platforms with a

<

large customer base are still making explora-
tory efforts, such as Tencent Wealth Manage-
ment and Lufax, etc. These platforms provide
flow drainage and information technology
services for trust companies and display mil-
lion-level trust products to high-value users
of the platforms. However, the private nature
of trust products and the difficulty in the ver-
ification of qualified investors doomed that
this cooperation mode could only be piloted
in a small scope and could hardly achieve
large-scale growth. Recently, the market ru-
mors that the regulatory authorities plan to
launch the “public trust products” with min-
imum 10,000 yuan investment. The authority
will select 2-3 companies with an industry
rating of “A” for the pilot implementation,
and it is expected to be implemented by
the end of 2019. It is a big positive for trust
industry to limit the minimum investment
of public trust product the same as bank fi-
nancial investment threshold. However, the
No.16 [2019] Letter of Trust from the China
Banking and Insurance Regulatory Commis-
sion (CBIRC) still determines it as violated
recommendation if trust companies attract
flow to fund trust products through a third
party internet agency, thus, there is still a
long way to go for the internet trust industry.

Despite cold winter in other areas, the
cooperation between internet financial plat-
forms and banks ushered in a new spring. JD
Finance has set up the bank+ sector and co-
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operates with some small and medium-sized
banks, such as Zhenxing Bank and Huarui
Bank, to develop bank deposit products. On
one hand, small and medium-sized banks do
not need to set up physical outlets thanks to
the convenience of the Internet, thus solving
problem of attracting deposits. On the other
hand, JD Finance has also retained users by

providing low-risk financial products to the
majority of user groups through this mode.
Lufax, Du Xiaoman Financial Services, Ant
Financial Services, Suning Finance and other
large internet financial platforms have suc-
cessively followed the model, which shows a
massive trend of spreading.

As small and medium-sized banks strug-
gle to attract deposits, state-owned banks are
once again leading the way in terms of entry
qualifications. CBIRC has approved the appli-
cation of China Construction Bank, Bank of
China, Agricultural Bank of China and Bank
of Communications to establish financing
subsidiaries since December 2018, and prom-
ulgated the Management Methods of Financ-
ing Subsidiaries of Commercial Banks, al-
lowing the public financing products issued
by financing subsidiaries to directly invest in
stocks. The Methods sets no starting amount
of sales for financial products, and only
requires non-standard creditor assets shall
not exceed 35% of the net assets of financial
products. The sales channels are “greatly
loosened”, i.e. either through bank sales or
other institutions that CBIRC approves, and
so on. This series of BUG-level settings have
established the status of “direct descendants”
of the bank’s wealth management subsidi-
aries, which can almost “easily beat up both
public and trust funds”. It is expected that
in the next five or ten years, the financing
subsidiaries of banks, especially state-owned
banks and joint-stock commercial banks, will
become the brightest star in China’s financial
industry. Internet financial platforms will be-
come the largest distributors of banks’ finan-
cial products. Some banks may only release
high-quality wealth management products to
their own apps to increase activity and retain
customers. Most urban commercial banks
and rural commercial banks will be turned
into offline distribution channels for the fi-
nancial products of banks’ financing subsidi-
aries.

The market is there, as one tide
goes, another is coming.
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FINTECH

/| Z-/PROS AND CONS OF

/- ARTIFICIAL INTELLIGENCE

Through the combination with big data technology, artificial intelligence (Al) has covered various fi-
nancial application scenarios such as marketing, payment, investment advising and customer service
etc. Recently, China’s major commercial Banks have successively signed strategic cooperation agree-
ments with four major internet companies, aiming at the application field of FinTech, especially to im-
prove the intelligence level of financial services through artificial intelligence. In the Three-year Action
Plan for Promoting the Development of the New Generation of Artificial Intelligence Industry (2018-
2020) issued by the Ministry of Industry and Information Technology, finance is also explicitly listed as

one of the important fields for Al application.

1. AI’S APPLICATION SCENARIOS
IN FINANCIAL FIELD

Scenario 1: Credit Investigation and Risk
Control

Artificial intelligence can realize intelligent
credit investigation and approval, extract various
features from information to build models, and
create multi-dimensional portraits of users. Ac-
cording to the model score, the user’s personal
creditis evaluated.

Scenario 2: Anti-fraud

Financial users need to verify the authentic-
ity of identities, which involves technologies like
face recognition and voice recognition that can
be achieved through artificial intelligence. In addi-
tion, Al can detect anomalies in transaction data
and provide timely and reliable security assurance
for users and institutions.
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Scenario 3: Robo-advisor

Robo-advisor builds portfolios across
multiple markets and major asset categories to
diversify risk and pursue long-term returns. It ac-
tually makes private banking services more widely
available to ordinary people in an online and intel-
lignet way.

Scenario 4: Marketing and Customer
Service

Al can accurately find users through user
portraits and big data models, thus achieving pre-
cision marketing. Intelligent customer service can
solve most problems of users, and greatly improve
customer service efficiency while reducing labor
costs.

JI Xiang
Industrial Securities Co., Ltd.;

Master of Finance student of 2018, Tongji University

Scenario 5: Investment Decisions

Artificial intelligence can find the correlation
between multiple events through natural language
processing technology. It also makes predictions
based on the historical market data collected,
analyzing and judging the growth of enterprisesso
as to assist investment decisions.
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2. AP’S APPLICATION ADVANTAGES IN FINANCIAL FIELD

Enhance risk control and management, and reduce labor costs.
First, data collection and processing; second, risk control and prediction mod-
el; third, credit rating and risk pricing.

Realize intelligent quantitative trading. InnoTREE uses Al to auto-
matically select high-quality projects and introduce supernova enterprises
every week, increasing the probability to 30% for enterprises to obtain a new
round of financing within the next six months.

Improve customer engagement of financial institutions.
Artificial intelligence can realize batch humanized service for
customers, which will exert a profound influence on the
financial industry. Alwould become an important means
for banks to communicate and develop customers’ financial needs.

3. FINTECH BROUGHT NEW OPPORTUNITIES TO
PAYMENT AND CLEARING INDUSTRY

More subjectified market participants. FinTech
innovations have promoted the extension of the payment
industry chain to the fixed end, adding more
participants to the original payment and clearing mode,
such as internet enterprises, merchants and terminal providers, etc.

More diversified payment products and channels.
Payment methods are expanded from the traditional cash and bank card
payment to emerging payment methods such as online payment, mobile pay-
ment etc.

Integration acceleration of payment and business service scenar-
ios. FinTech provides payment innovations that can drive business model
reinvention and make payment business closely related to business service
scenarios.

Integration acceleration of payments and other financial services.
FinTech has promoted the penetration of payment into other service fields,
and drives rapid growth of financial services such as consumer credit, present-
ing a growing trend of integration of payment and other financial services.

4. NEW CHALLENGES OF FINTECH INNOVATIONS

Cultural differences and collisions among market participants.
In the payment and clearing market, due to the big differences in corporate
strategies and business models among the parties involved, it is necessary for
all parties to strengthen communication and exchange and explore a com-
mon culture in line with the development of the whole industry.

Technology risk may become the primary risk affecting the
healthy development of payment and settlement. The development of
FinTech strengthens the relevance between participants in the payment
business market, and the complexity and diversity of
the development of emerging payment businesses

increase the possibility of systemic risks
in the payment market.

FinTech innovations bring
challenge to the existing regulatory
system. The existing separate super-
vision mode fails to keep pace with the
development of the industry. And the
separate operation and supervision
mechanism may have difficulty in pre-
venting the potential risks brought by
cross-operation.

5. PROSPECTS AND THOUGHTS

Driven by the internet and big data, the application of artificial intelli-
gence in the financial field has made a breakthrough. It can greatly improve
the efficiency of standardized and institutionalized work, and reduce costs
while presenting better service experience for customers. Without any doubt,
due to issues like information security and lack of supervision, artificial intelli-
gence cannot completely replace manpower at present.

Currently, artificial intelligence is more applied in automation and
standardization. Whether it can achieve true “intelligence” in the future hinges
on innovations on the basis of better learning capability and understanding.
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