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Way to Gou?

Should he be elected Taiwanese leader in 2020, what skills will Foxconn tycoon
Terry Gou bring to high political office?
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Taiwan’s Trump?
Foxconn boss Terry Gou is running for president in Taiwan

Presidential pairing? Foxconn's Terry Gou talks to Donald Trump during a meeting at the White House
he Financial Times described
him last week as “Taiwan’s disrupter-in-chief”, while the Wall
Street Journal went with “a brash billionaire” that’s in the same mould as
Donald Trump.
The man in question is Terry Gou,
the tycoon from Taiwan who made
his fortune from a company that assembles the iPhone.
Not too long ago the boss of Hon
Hai, or Foxconn (the names are used
pretty interchangeably), was known
for being media shy. Back in 2007 –
the same year that Steve Jobs
launched the iPhone – the Wall
Street Journal reported that Gou was
“little noticed by the wider world”.
But even so, it was only granted an
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interview with him after more than
five years of requests. Mainland Chinese media also noted that the Taiwanese businessman had shunned
publicity even as his company grew
into China’s biggest private sector
employer. Underlining how his
presentational style seems to have
flipped 180 degrees, Gou now has
a reputation as “Taiwan’s Trump”.
And the 69 year-old brought
media interest to the boil last
week when he announced his candidacy for next year’s presidential
election in Taiwan.

Photo: Reuters

First things first, the politics…
Taiwan’s 2020 election campaign is
already underway with Tsai Ing-

wen, the current president, announcing her plan to seek re-election during an interview with CNN
in February. Tsai’s independenceleaning Democratic Progressive
Party (DPP) defeated the mainland
China-friendly Kuomintang (KMT)
in 2016. But since taking office, Tsai
has irked Beijing for rejecting the
“one-China” framework of mutual
understanding reached by both
sides of the Taiwan Strait in 1992.
Coming off the 40th anniversary
of mainland China’s re-establishment of relations with the US, the
presidential election will also take
place at a time when both Beijing
and Washington are rethinking
their respective policies towards the
1
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island (see WiC436).
“For Taiwanese people, the year
of 2020 is an important watershed
as to whether Taiwan will maintain
its sovereignty and independence,
or be forced into the process of
being annexed,” Tsai warned the island’s 24 million people during her
CNN interview.
Beijing has tried to exert pressure on Tsai’s administration,
which has taken its toll on the Taiwanese economy and fed through
into lower popularity for Tsai and
the DPP.
The ruling party lost heavily in a
key by-election last November and
the latest opinion polls have suggested that the KMT is primed to retake office – provided it can find the
right candidate to run for the presidency.

Photo: Reuters

Step forward Terry Gou…
As we reported earlier this month,
speculation had been mounting
that Gou was going to be the KMT’s
wild card in challenging the DPP
next year – even though Han Kuoyu, the mayor of the southern city
Kaohsiung, looked to be a popular
choice too (see WiC447).
Han’s star has been on the rise
since he dramatically ended the
DPP’s 20-year reign in Kaohsiung
last year (see WiC436). But he announced this week that he won’t
take part in the presidential run-off
“in its current form” because he disapproves of the “closed-door meddling” of senior KMT figures.
Most political analysts see his
statement as opening the way for
Gou to make a clear run. That said,
the KMT has a long history of being
undone by its internal feuds. One
example: Lee Teng-hui, president of
Taiwan from 1988 to 2000, was expelled from the KMT after he
switched horses, bringing the DPP
to power in 2000.
Senior KMT politicians seem determined to forge a united front

Gou holds up his KMT credentials next to a portrait of Sun Yat-sen
this time around, probably by
throwing their weight behind Gou.
The tycoon has been a KMT member since 1970, four years before he
founded Hon Hai. His membership
lapsed in 2000 (the year the KMT’s
political reign ended for the first
time) with Taiwanese media reporting that the billionaire did not
cough up his “party fee”. But citing a
NT$45 million ($1.5 million) donation in 2016 in the name of Gou’s
mother, KMT officials allowed him
to renew his membership this
month, making him eligible to run
in its presidential primaries.
Taiwanese elections are rarely
predictable – a prime example
being the controversial assassination attempt that helped Chen Shuibian to win in 2004.
In 2016 senior KMT cadres also
revoked the results of their primary,
choosing to handpick their own
presidential candidate instead.
Recent opinion polls might make
it easier this time. According to
United Daily News, although Gou’s
popularity rating is still lagging
Han’s, the polling also says Gou
should comfortably defeat the DPP
in a two-horse race.
Who is pushing for Gou to stand?
Typically, aspiring politicians claim

to have been begged by others to
run for office. Here Gou breaks the
mould by insisting that his inspiration came from divine intervention.
Gou unveiled his presidential bid at
the Cihui Temple, explaining to reporters that Mazu, Taiwan’s sea goddess, had appeared to him in a
dream, telling him to come forward
and help to maintain peace between
Taipei and Beijing.
Taiwan’s most famous businessman then went to the KMT’s headquarters and announced his
intention to take part.
That may sound a little folksy but
many Taiwanese originate from the
coastal areas of mainland China,
such as Fujian, and Mazu is the most
revered goddess on the island.
The Foxconn boss even told reporters last week that he thought of
himself as “the godson of Mazu”.
(Confronted by reporters for seeming too superstitious, Gou countered that Steve Jobs was a member
of a Vajrayana Buddhist group.)
Wherever Foxconn opens a new
factory – Wisconsin included (see
WiC440) – Gou says he brings along
a Mazu statue to keep his godmother “always by his side”. He also
wears a red jacket blessed by Mazu
when he is in combative mode, such
as when he lashed out at Microsoft
3
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at a press conference last month
(see WiC445).
There are other sources of inspiration too: Gou claims to worship
Guan the Holy Great Deity (a famous general from the Three Kingdoms era), or China’s traditional god
of war, and on his wrist he wears a
beaded bracelet from a temple dedicated to Genghis Khan (no stranger
to combat either).
Another favourite item of personal wear is a hat depicting the flag
of the Republic of China (RoC). This
is trickier in its symbolism. The People’s Republic of China (PRC) doesn’t recognise the existence of the
RoC as it deems Taiwan to be a renegade province. So wearing clothing
with its flag might be considered
provocative. But the Hong Kong
Economic Times thinks that this is
another careful piece of political
spin in which Gou is embracing the
emblem of the island – okay for Beijing so long as he only wears it in Taiwan – while also indicating that
unlike Tsai that he supports the
“1992 consensus” and accepts that
there is only “one China”.
If elected, Gou would have to
prove himself an expert at balancing acts, Hong Kong Economic
Times says, especially in juggling
Taiwan’s geopolitical relationships
with China and the US.
But the newspaper believes that
this is an area Gou has already perfected in his business career and
that his skills are a key reason behind Foxconn’s success.
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Why is Gou such a good middleman?
Foxconn is undisputedly the most
successful electronics contract manufacturer (ECM) in a sector that has
resulted from the converging of two
major trends: demand from American tech giants to outsource much
of their production and China’s
emergence as a manufacturing powerhouse.

Foxconn’s factories still make most of the world’s iPhones
The ECMs originating from Taiwan have prospered by bringing
the two sides together, acting as reliable middlemen and facilitating
dealings between the mainland
Chinese authorities – in most cases
local governments – and US corporations.
Gou was born in Taiwan in 1950,
a year after his parents, natives of
Shanxi province, fled to the island at
the end of the civil war (his father
became a police officer).
He never had the chance to attend university (“you cannot read a
book to learn to swim” he likes to
say) and he worked for two years as a
shipping clerk before founding what
would become Foxconn in 1974.
His initial capital was said to
have come from his mother, who
won the money in a lottery. He
started by making plastic knobs for
black-and-white TV sets. The early
years were difficult ones but media
outlets say that he benefited from
marriage to his first wife Serena Lin,
who was the daughter of Lim Poryen, a textile and real estate tycoon
from Hong Kong (Lim’s firm Crocodile Garments is better known internationally for a lengthy
trademark battle with Lacoste).
Support from Lim reportedly
helped Gou stave off some early
setbacks and in the 1980s he expanded into the personal computer
industry, winning contracts from

customers in the US. In 1988 he
opened factories in Shenzhen, taking advantage of local government
efforts to lure Taiwanese investors.
According to the earlier mentioned
2007 interview in the Wall Street
Journal, Gou’s big break came in
1995 when Michael Dell was visiting. Gou offered to arrange meetings with local officials if he could
drive the 30 year-old American
back to the airport. On the journey
Gou made an unscheduled stop to
show off his Shenzhen factory.
“Gou knew that Michael Dell was a
‘star of tomorrow’, so he wanted to
meet him,” a senior Dell executive
told the newspaper.
With an attractive contract
signed with Dell, Gou negotiated
with Shenzhen officials to secure a
bigger plot of land in the city’s
Longhua district. According to the
report, the plant there would become “the Forbidden City of Terry
Gou” with a workforce of 270,000
people and revenues of $14 billion
by 2007. The year 2007 turned out
to be another pivotal one for Gou.
He spotted another “rising star”, in
this case Steve Jobs, and secured arguably Foxconn’s most crucial contract: making iPhones.
Why did Gou shun publicity in the
early days?
“I hate that I have become famous,”
he told the Wall Street Journal in
4
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2007, explaining that the publicity
brought unwanted attention to Foxconn’s business and could even
alienate its customers.
Confidentiality is a particular
selling point for ECMs like Foxconn. Their clients, in many cases
American brands, count on the
contract manufacturers to shield
their new products and production
cycles from their own competitors.
They also want to make sure that
outsourcing their production lines
to China won’t result in theft of
their product’s IP. (Foxconn has
waged a long-running lawsuit
against the Shenzhen battery and
carmaker BYD as Gou believes his
company to be the victim of commercial espionage.)
The most successful contract
manufacturers from Taiwan have
all operated in a similarly low-key
style. Yue Yuen has been the world’s
biggest shoemaker for two decades
yet people are much more familiar
with the Nike-branded products it
turns out. The same applies to
Stella Holdings, a contract manufacturer for fashion brands such as
Prada, or to TPV, one of the world’s
biggest makers of computer
screens in the 1990s.
Foxconn has been more secretive
than most in trying to protect its
clients’ identities.
Its Longhua mega-factory in
Shenzhen was so locked-down that
most locals didn’t even know the
identity of its owner and very few
business reporters were even aware
of its early existence, the Global
Times once reported.
In an interview with CCTV in
2010, Gou told the state-run
broadcaster that one of his business secrets was convincing its
clients that Foxconn would never
invest in brands of its own either.
Foxconn, he said, would be content with its lower-profile role as a
contract manufacturer, allowing
the likes of Apple to focus on

Planet China
Strange but true stories from the new China
SLIM DOWN THE STUDENTS. Nanjing Agricultural University has been
running a course for a while that has been very popular, but not very
academic. It’s called ‘fat reduction’, according to Changjiang Daily, and
credits are allocated to students who manage to slim down by 7% or
more in body weight.
The course was started after the university calculated that at least 12%
of its students were overweight, with body mass indexes (BMI) greater
than 30. It says it realised that many of them wanted to slim down but
were not sure how. The teaching includes dietary guidance and aerobic
programmes (one assignment saw teachers guiding 40 students on a
12km walk). There are even two psychology graduates on hand to help
the class boost its willpower.
To get the chance of graduating, students need to attend 18 fat
reduction classes, with three sessions every week. However, Changjiang
Daily notes that not everyone is eligible to get course credits from this
addition to the curriculum: only those with a BMI score of 28 or more can
get onto the programme in the first place.

product design and branding.
Out of the shadows…
Gou’s personal life got more colourful as he got richer. After his first
wife died in 2005, he began to appear regularly on the tabloid back
pages. Actress Lin Chi-ling, a face
known to all Taiwanese, was among
his rumoured dates. Gou eventually
remarried a dance instructor 24
years his junior, who had been hired
to train him for a spectacular performance of the tango (with Lin) at
one of Foxconn’s Chinese New Year
dinners.
The company made newspaper
headlines in a more unpleasant way
after a series of workers at Foxconn’s factories jumped to their
deaths in 2010 (see WiC63). Faced
with unprecedented scrutiny of the
suicides, which were said to have
been prompted by oppressive working conditions, Gou had little choice
but to defend his company’s reputation.
His approach wasn’t always surefooted, however. In 2012, during a
visit to Taipei’s zoo, Gou seemed to

compare himself to a zookeeper.
“As human beings are also animals,
to manage one million animals
gives me a headache,” he explained.
Gou’s increasing media profile
might have been inevitable, however. Foxconn was working for some
of the world’s best-known brands
and it was now employing more
than a million people. It was simply
impossible to stay out of the limelight in the same way as before.
The future of Foxconn: a change of
direction?
Foxconn says that Gou will “withdraw from daily operation” as a result of his presidential bid but that he
will also “continue to provide strategic direction and guidance”.
But another of the inferences
from Gou’s decision to run for office
is could Foxconn’s best days be behind it?
Certainly, rising labour costs and
changes in the global supply chain
have been putting pressure on its
business model. Gou has already
moved some of Foxconn’s factories
into lower-cost parts of China and
5
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started to invest in more automation
for production lines.
But business conditions are notably tougher than a decade ago and
Taiwan’s contract manufacturers
have also been getting caught in the
crossfire of Beijing’s trade and tech
war with Washington. Foxconn finds
itself at a crossroads in broader tech
trends too – most obviously the possibility that iPhone sales might have
peaked.
Other analysts say that Foxconn
has been too reliant on massive contracts with a few key partners and
that Gou hasn’t invested enough in
more specialised production capacity that delivers higher margins,
such as the production of automobile electronics and medical equipment. Instead it has stuck to what it
knows best in more commoditised
product lines like smartphones,
which is now starting to put a strain
on profits. Gou’s Hon Hai reported a
6.9% drop in net profit for 2018, the
third such decline in a row. And
while earnings for the December

quarter came in stronger than expected, many investors think the
uptick will be shortlived, the Financial Times reported this week.
Is Gou going to be Taiwan’s Trump?
Many would argue that Gou’s business achievements exceed those of
the current US president. But
whether he can match Trump in
marshalling the forces of social media will become more evident in the
months ahead. Nonetheless, the media is already comparing the two
men. Like Trump, Gou is a billionaire businessman with no experience in government. They also seem
to have something in common in
their feisty attitudes to the press.
Gou is known for suing newspapers
(including reports on a sex scandal
in the 1990s that threatened to derail his career) and last year he
ripped up a newspaper dramatically
at a press conference, alleging that it
was publishing “fake news”.
Like Trump, Gou’s style can be
similarly abrasive. Attending a con-

ference this month on the 40th anniversary of the Taiwan Relations
Act – the US law that obliges Washington to defend Taiwan against
mainland China – he walked out
after accusing a female panellist, a
DPP lawmaker, for not looking at
him while he was speaking.
And the view from China?
In mainland China there hasn’t been
a formal comment on Gou’s candidacy but the Global Times, an adjunct of the People’s Daily, seemed
pleased, claiming that “if Gou becomes Taiwan regional leader, crossstraits tensions would be eased”.
On the other hand, the newspaper said it didn’t really matter who
won the vote because “the mainland
is committed to reunification”.
“If Taiwan authorities are moderate, the mainland can execute the
task in an unhurried manner. If Taiwan authorities are radical, the task
will be more urgent. But the task will
eventually be carried out in any
case,” it warned. n

Stimulating viewing

Illustration: Ming

China’s economy grew 6.4% in the first quarter versus
the same period last year, better than most analysts
expected. The main take: that the government has
shifted from worrying about deleveraging to stabilising
growth.
Similar thinking has been stirring speculation that
Beijing is poised to launch another round of measures
to boost local consumption. The country’s carmakers
are especially hopeful of larger quotas for licence plates
in major cities for new buyers, for instance, as well as
subsidies for people who exchange older cars for
electric or hybrid vehicles. Rural sales subsidies for
home appliances costing less than Rmb800 ($118) are
also said to be under consideration, plus a plan for
trading in older smartphones for new ones.
Stocks then fell on Tuesday after comments from
President Xi Jinping about “structural deleveraging”
were taken to mean that new stimulus measures
weren’t such a sure thing after all. The National

Development and Reform Commission, the nation’s
economic planning body, even took the unusual step of
downplaying a draft of the measures that had been
doing the rounds, telling state television that “repeated
research” was required first.
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Pork crisis goes national
The major news items from China this week were...

The island province of Hainan acknowledged its first
cases of African swine fever this week, which means
that the pig-killing virus has now spread throughout
mainland China’s provinces, municipalities and autonomous regions. More than a million animals have
been culled since the outbreak began last summer.
Bloomberg has also reported warnings from the agriculture ministry that pig farmers don’t want to restock until
the outbreak has been curtailed, which will mean that
pork prices will hit record levels later this year.

1

Huawei seems to have shrugged off American efforts
to dissuade other countries from adopting its 5G networks after reporting a 39% rise in revenues in the first
quarter from the previous year. Sales were Rmb179.7 billion ($26.8 billion). Huawei said that it had secured 40
commercial 5G contracts and shipped more than 70,000
5G base stations by the end of March. It also shipped 59
million smartphones in the first quarter. Although it didn’t reveal a figure for profit, Huawei said that its net
profit margin was 8% or “slightly higher” than the same
period last year.

2

Two of China’s fastest growing firms announced listing plans in the US this week. The country’s largest
video game live-streaming platform Douyu filed for its
initial public offering on Monday, with plans to raise up
to $500 million. The Wuhan-based unicorn, which was
last valued at $2.4 billion, according to Crunchbase data,
said it will use the proceeds to boost its e-sports content.
On the same day Luckin Coffee filed paperwork for its

3

Live-streaming platform Douyu set for an IPO
own IPO, following an investment round earlier this
month that valued the coffee chain at $2.9 billion. Still
less than two years old, Luckin already had 2,370 outlets
in 28 Chinese cities at the end of March.
Beijing responded angrily this week when Washington said that it would not be renewing the waivers
that have allowed the Chinese to buy oil from Iran. Restrictions on purchases, which were introduced last November, will be fully enforced from next month, the
White House said. Iran provided about 6% of Chinese oil
imports last year. “China opposes the unilateral sanctions and so-called 'long-arm jurisdiction' imposed by
the US,” a foreign ministry spokesperson told reporters.
“Our cooperation with Iran is open, transparent, lawful
and legitimate, thus it should be respected.”

4

Tesla shares fell at the start of this week after video
footage in which a Model S seemed to explode in a
Shanghai car park. Reuters reported that the scenes were
widely shared on weibo and showed the vehicle emitting
smoke before bursting into flames a few seconds later.
Analysts said the case still has to be investigated, but that
it wouldn’t be disastrous for Tesla’s sales. “Tesla had fire
incidents before, but they didn’t have a big impact on its
reputation in China,” analyst Alan Kang from LMC Automotive told the news agency. “Since its consumer base is
not particularly conservative, and China is pushing the
electric vehicle market, if this incident is just accidental,
it will not have a big impact on Tesla.” n
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Combustion in the car park: the Tesla explosion

7

Week in China
26 April 2019

Auto Industry

Dealing with disaster
Mercedes on auto show alert after angry sit-in at Xi’an showroom

hirty year-old Wang Qian didn’t
set out to become a consumer
champion; she just wanted a new
Mercedes Benz.
But for two weeks this month
Wang won plaudits for using her
smarts – and her social media accounts – to stand up for her rights.
It didn’t matter that the dispute
was over a luxury car that most Chinese could not afford. Instead netizens marvelled at her tenacity in
getting the result she wanted.
A staggering 97% of consumers
in China claim that their rights were
violated in 2018, according to survey completed by Tencent and
Rong360, a Beijing-based financial
products provider. But only 37%
chose to take action, because they
thought it would be too stressful or
simply pointless.
Wang’s case suggests that the
size of your purchase – in her case
a CLS300 series car worth
Rmb660,000 ($98,039) – doesn’t
always protect you from shoddy
treatment.
The saga began on April 9 when
Wang Qian – a pseudonym given to
her by netizens – posted a video of
herself on social media. In it she was
seen sitting on the bonnet of a red
Mercedes in a showroom of the
Lizhixing car dealership in Xi’an.
She is also heard shouting at the staff
about how she had bought the exact
same car there in February – as a
birthday present to herself. But as
soon as she drove the car off the forecourt she noticed it was leaking oil.
Wang then went through the
proper process of filing a complaint
and waiting the requisite 15 days for a

T

reply. But the dealership refused to
give her a refund or exchange the vehicle. They were also ignoring her
calls, she protests in the footage. “I
was too reasonable with you… I
wouldn’t be doing something so
shameful if I thought we could still
discuss this,” she complains to the
aghast staff.
The video, and a separate audio
recording of conversations with the
dealership, went viral online with
the topic #Mercedes Benz Owner
Defends Rights#, getting more than
400 million views on Sina Weibo.
“What does it say about our system that people have to make a scene
before they get heard?” asked a supportive netizen. As Wang’s case
gained traction in the wider media it
emerged that the dealership had convinced her to pay for the car in instalments not outright, as she had
originally planned. Because of that,
she had been charged an additional
Rmb15,000 financial services fee too.
The timing of the row was awkward for Mercedes – which is owned
by Daimler – as it was gearing up
for the high-profile Shanghai auto
show. China is also Mercedes’
biggest market with 652,000 cars
sold in the country last year.
On April 13, the German brand re-

leased a statement on weibo saying
it was “deeply sorry” for the
woman’s experience and that it had
launched its own investigation.
Three days later – the day that the
auto show opened – it sent out another notice saying it had little control over the operation of its Chinese dealerships but that it would
continue to call on its partners to
follow best practice.
Just to be safe, it deployed extra
security guards at its stand at the
auto show too.
On the same day it was announced that Wang had finally
reached a settlement with the dealership, which included a replacement car, a full refund of the financial services fee and a commitment
to VIP customer servicing for the
next 10 years. Mercedes also offered
to fly Wang to Germany to show her
how its cars are made.
In all, Mercedes seems to have
navigated a potential PR disaster
largely unscathed, with the brunt of
public anger born by the dealership
chain, Lizhixing.
After Wang got the service fee refunded, other consumers turned up
at the Xi’an dealership demanding
the same and the case has also
prompted the authorities to launch
a review of sales “irregularities”
across the rest of Shaanxi province.
For Wang – whose real surname is
Xue – the accolades were shortlived,
however. After the video went viral
she was recognised and outed online as the owner of a Shanghai food
court that allegedly owes almost
Rmb6 million in delayed salary payments and unpaid invoices. n
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Crisis management
Why JD.com’s Richard Liu is working 98 hours a week

ven by the nightmarish benchmark of his brief jailing in Minnesota
last
September,
Liu
Qiangdong has had a dreadful week.
First, the same University of
Minnesota student again accused
the billionaire founder of the Chinese e-commerce giant JD.com of
rape, with a lawsuit filed in Minneapolis four months after prosecutors declined to pursue a criminal
case
citing
“profound
evidentiary problems”.
The action, which also names
JD.com as a defendant, seeks more
than $50,000 in damages. The student, Liu Jingyao, is identified in
the complaint as an undergraduate. In the lawsuit, she accuses Liu
of forcing himself on her in her
apartment last year while he was
taking courses at the university.
As the lawsuit came to light,
there were also rumours that Liu’s
wife has filed for divorce from the
tycoon.
That same week, JD.com, which
employs more than 160,000 people, announced it is looking to layoff staff across the company. The
downsizing plan actually started
back in March, when the company’s
chief technology officer, chief legal
officer and chief public relation officers handed in their resignations
in quick succession.
The headcount in some departments will now be cut by half while
Liu has opted to slash at least 10% of
his senior executive workforce. Department heads will then be forced
to rank and then fire their least productive staff.
“There have been too many peo-

E

Liu Qiangdong: fighting bad news on multiple fronts

Photo: Reuters

ple barking orders and too few doing the real work,” Liu wrote in an
internal letter to staffers, according
to 36Kr, a news portal.
Delivery couriers, too, were told
that they are getting a pay-cut. Last
week, Jiemian revealed an internal
letter from Liu stating that JD Logistics, a unit of JD.com, has eliminated
the base salaries of its delivery drivers to cut costs, leaving them on performance-based pay.
According to 36Kr, Liu has gone
into “crisis mode” and the 46 yearold has also returned to the same
arduous working schedule he undertook during the early days of
JD.com’s founding in 1998: 8am to
11pm for six days, and eight working
hours on a Sunday too.
News of the downsizings has left

many employees discontented and
distressed. “If you want to ask which
company has the lowest happiness
index in China, I think the answer is
JD.com,” a redundant former insider
told Jiemian, a portal. “I have been
working for 20 years and never have
I experienced such tumultuous
changes as I did recently. I even had
insomnia that lasted for days.”
But the restructuring has been a
long time in coming. Even though
JD.com had vehemently denied earlier rumours of massive lay-offs,
many analysts suspected all was not
well. In November, the e-commerce
firm reported its slowest quarterly
revenue growth since 2014 and its
first-ever decline in new users. LarRival Alibaba did better but even it
lowered its full-year guidance.
9
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Meanwhile, JD.com’s costs began
to run amok, reckons Huxiu. One
senior executive revealed that procurement of servers alone set the
company back as much as Rmb8 billion in 2018. “JD.com has only four
profitable businesses (JD Mall, logistics services, technological initiatives
and overseas business), and the others are all losing money. However,
the Rmb8 billion expense almost
wiped out all the profits the four
businesses have made for the company. This is why JD.com is not profitable: everyone is squandering
money like it’s nothing,” says the
same insider.
In 2018, its net loss from continuing operations attributable to ordinary shareholders reached Rmb2.5
billion, compared with a net profit of
Rmb116.8 million a year before.
More worryingly, topline growth
has slowed. All Weather TMT, a tech
portal, reported that JD.com’s gross
merchandise value growth rate has

JD.com: moving to slash costs
dropped from 27.5% in the fourth
quarter of last year to 20% in the
past few months. The number of active users is growing but much more
slowly. As of the end of last year, active users of JD.com amounted to
305.3 million, a year-on-year increase of 20%.

Investors have suffered too:
JD.com’s stock is down 33% since last
June and its market value has been
reduced to $43.3 billion from a peak
of around $70 billion early last year.
JD.com could at least find some
comfort from the knowledge that
one of its rivals has bitten the dust.
Amazon last week announced that it
is shutting down its China operations, including its fulfillment centre. Nevertheless, the US e-commerce giant still plans to let Chinese
customers shop at international versions of the site (Amazon.cn holds
just a 0.6% share of the Chinese ecommerce market, according to data
from Analysys).
“The problem with Amazon is that
it doesn’t offer big discounts and does
not localise to accommodate the
shopping habits of domestic users,”
one source told China Economic Net.
“Without dedicating enough resources in the market, it’s no wonder
that its market share has shrunk.” n
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Soul-searching
Why app developer Meitu thinks its future is in skincare

very industry has its clichés.
“Pivoting” qualifies as one in
the world of start-ups and venture
capital. Referred to as a shift in
business strategy – either to test a
new approach to a company’s business model or product – pivoting is
often a necessary rite of passage
for fledgling firms. But if it happens
too quickly, or too often, it might
just as well be a euphemism for
desperation – especially when the
company in question is more than
a decade old and has never made an
annual profit.
This might be the conclusion
drawn by shareholders of Xiamenbased Meitu. Nearly 74% of them –
who turned out to vote – rejected
the company’s recent plan to do a
share-swap with video game publisher Leyou. That effectively killed
Meitu’s acquisition of a 31% interest
in a company that indirectly owns
the popular shooter game Warframe.
The company said it will continue
to scout for acquisition opportunities as it seeks to diversify and become a bigger player in social media. The announcement of the failed
Leyou deal sent Meitu’s Hong Konglisted shares down 7% on the first
trading day after the Easter holiday.
And the rejected purchase represented just the latest setback for
management: early this month it divested its lossmaking smartphone
and e-commerce businesses. The
two operations were taken over by
Xiaomi and an associate of the Beijing-based e-commerce firm Secoo
Holdings respectively.
Starting out as a smartphone

E

Cosmetic change: Meitu is diversifying into beauty products
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software developer in 2008, Meitu
is best known for its eponymous
selfie app that enhances the user’s
looks. But it was phone handsets
that became Meitu’s moneymaking
operation, accounting for 95% of its
total income by the time it went
public in 2016 in Hong Kong. The
company was once popular among
investors. Its market value neared
HK$100 billion ($12.8 billion) in 2017
although it has since fallen to about
HK$13 billion as of this week.
Its handset sales halved last year,
resulting in a 38% decline in overall
revenue to Rmb2.79 billion ($420
million), and a six-fold increase in
its net loss to Rmb1.24 billion. In a
bid to turn a profit, Meitu slashed
30% of its staff in the latter half of
2018. Meitu parted with its handset
business, its CFO Gary Ngan noted,
because its phones are no longer
unique. Their key functionalities –

such as specialised image processors or beautifying filters – have
been incorporated by many other
handset makers.
So what’s next for the
chameleon? Its latest new business
line is an all-in-one home-use facial machine powered by artificial
intelligence and ‘ionic technology’.
The company said the device –
which it promises helps cleanse,
massage and introduce nutrients
to the skin – is meant to complement its core beauty regimen app.
Does it sound like a better bet
than its beauty-enhancing smartphones? The device will sell for
Rmb598 and Meitu will hope its
looks-obsessed client base will buy
them en masse. However, China’s
skincare industry is brutally competitive, so any optimism on this
latest strategic shift will be of the
cautious variety. n
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Don’t be jumpy
Is job loyalty on the wane in Chinese workplaces?

he Chinese for job hopping is
tiaocao or “jumping troughs”.
For Chinese employers it is huge
headache, especially in boom cities
like Beijing, Shanghai and the tech
hubs of Shenzhen and Hangzhou.
But Zhejiang’s provincial government is mulling a solution – deducting “social credit” points for
people who change jobs too often.
“We will soon have control measures. If an individual resigns frequently his credit will definitely be
affected,” Ge Ping’an, the deputy director of Zhejiang’s Human Resources and Social Security Department, said at a recent conference.
China is currently constructing a
social credit system – or rather, systems – to increase “social integrity”
(for our first lengthy mention of the
topic, see issue 352). No one knows
what the final product will look like,
given various local governments
and central authorities including
the central bank have all been working on their own separate systems.
But some cities have already
launched trial versions. One in
Suzhou ranks citizens on a scale of
0-200. Everyone starts with 100 and
additional points can be earned for
giving blood or volunteering at a
charity. Points are deducted for
things such as bad driving or failure to repay loans. People with
good credit scores get discounts on
transport and utilities. They also get
preferential treatment when registering for hospital appointments.
But the system is controversial
and the central government is
watching to see what kind of reception these trial versions get.

T
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Already there has been a backlash
against the Zhejiang suggestion to
include job hopping in social credit
metrics. “Is job hopping against the
law?” asked one of the 110 million
people who viewed this topic on
Sina Weibo.
Officials in Zhejiang insisted it
had not made a final decision on
whether it would include frequent
resignations in a citizen’s social
credit score, telling the National
Business Daily that the move was
not intended to affect “normal” job
hoppers but was designed to target
“malicious and abusive ways of job
hopping where people ask for compensation” – a phrase that could
simply mean asking for more
money from employers.
“The expression ‘frequent resignation’ is too vague and unscientific,” wrote the Beijing News,
adding that if this new metric were
to be included in the social credit
system then both sides should be
evaluated so that employees can
also identify unreliable employers.
Yet retaining staff in China is a
real challenge.
A survey by the job hunting platform Zhaopin last month found
that 90% of white collar worker
wanted to tiaocao. Media, internet
and finance are the industries that
see the greatest churn, it said. Unsatisfactory salaries were the main
reason people moved on, followed
by “poor development prospects”,
“limited scope for promotion” and
“inadequate welfare benefits”.
In August last year LinkedIn
found that Chinese born after 1995
were spending an average of seven

Looking for a career change?
months in their first job, less than
half the time of those born before
1995 – and some in this group already had a reputation for being a
bit flaky.
Often resignation letters from
these groups have gone viral and are
held up as evidence that China’s
younger generation can no longer
work hard and ‘endure hardship’.
One female departee gave as her
reason for quitting that the “winter
was cold” and she didn’t like getting
up in the morning; another, from a
man, said there weren’t enough
women at the company so he couldn’t find a girlfriend; another from a
lady said she believed the work was
making her fat.
Yet the truth is that this generation probably just has higher expectations than previous ones. They
are better educated, have only
known the China that emerged after
the economic reform era and they
have a much stronger sense of
themselves as individuals – possibly as result of being only-children
in many cases (thanks to the OneChild Policy). When interviewed
they don’t sound like brats either.
They say they want what most people want from their jobs: interesting work, a decent salary and room
for personal growth.
It may also be they also want
more leisure time to pursue other
interests (see related article on the
996 protests on page 13). n
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Coded warning
Tech tycoons under fire for trumpeting a ‘996’ work culture for their staff

fter a lengthy wait Japan has introduced new laws to tackle
one of the most notorious aspects
of the country’s work culture: punitively long hours. Starting from
April 1 overtime permitted has been
capped at 45 hours a month and
360 hours a year.
The government’s move is linked
to the backlash against karoshi, an
extreme form of job burnout that
was brought to prominence by the
suicide of Matsuri Takahashi in
2015.
Having logged as many as 105 extra hours of work in a single month,
the 24 year-old employee at ad
agency Dentsu jumped to her death
from a company dormitory.
The reform is meant to bring economic benefits as well as social
ones. After all, long working hours
are often blamed for Japan’s low
birth rates (and declining population) and lower female participation
in the workforce. They may even stifle the drive to innovate.
Japanese leader Abe Shinzo sees
the new law as part of a broader
strategy to reflate the domestic
economy. But coincidentally, just as
Japan enshrines legislation designed
to deliver a better work-life balance,
there’s a heated debate in China
about the gruelling work schedules
in the country’s internet sector.
Software engineers have been
complaining about a tech company
culture dubbed “996” i.e. working
from 9am to 9pm six days a week. Of
course, 996 is nothing new in China.
It first gained attention in 2016 when
online classifieds platform 58.com
made it an official rule during peak

A

He didn’t get where he is today by working 9 to 5
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seasons. Early this year e-commerce
service provider Youzan also announced its implementation, resulting in over 30 complaints filed to a
regional labour supervision group
in Hangzhou, where the company is
based. It is estimated that at least 40
tech firms in China tacitly adopt
such work schedules, according to
Beijing Youth Daily. Those include
Bytedance, DJI, Huawei, Pinduoduo,
Suning and Tujia.
This unofficial arrangement has
come to be loathed by employees,
but taken for granted by many tech
patriarchs, including Alibaba’s Jack
Ma. “I personally think that being
able to work 996 is a huge blessing.
Many companies, many people

don’t have the opportunity to work
996, even if they wish to,” he wrote
in a long internal memo to staff.
“Think about people who don’t have
a job, think about companies that
might have to fold the following
day, think about those struggling to
book revenue the next quarter…”
“We have a huge mission, that is,
to make doing business easy for
everyone. Can you not put in effort
[and expect to achieve such a goal]?
No. That’s why we say, if you join Alibaba, then be prepared to work 12
hours a day,” he added. “The work
that we do in those extra hours is
about learning and self-improvement, not drudgery.”
Ma’s remarks created a stir across
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the country, including likeminded
responses from some of his peers.
“For four years, I didn’t sleep for
more than two hours in a row,” argued JD.com’s Liu Qiangdong on his
early days starting his company.
“These days, there are fewer hard
workers and more lazy people…
Those lazy people are not my brothers. My brothers are the ones who
fight together, the ones who take
responsibility and pressure together, the ones who share our success together.”
(JD staff clock out on average at
11.16pm, according to a recent report
in The Economist.)
For a lot of mere mortals the conversation was a jarring one. “Capitalists have helpers to cook for
them, drivers to transport them,
and full-time moms to look after
their kids […] But what does 996
mean for ordinary folks? [It means]
their kids have no fathers, their
wives have no husbands, and their
parents have deceased children,”
fumed one weibo user.“996 compromises one’s body and costs one’s
lifestyle. But your company won’t
recompense for your frail body and
loneliness when you reach old age,”
argued another netizen. “Most
bosses just want their staff to work
996, and yet are unwilling to offer
rewards accordingly.”
The debate was sparked by a campaign on GitHub, a Microsoftowned code sharing platform and
social network for programmers. It
started with a chatroom tagged
“996.icu”, referencing the intensive
care units at hospitals. The post also
detailed how 996 culture contravenes the country’s labour laws,
which mandate a work week of 44
hours, with overtime capped at 36
hours a month. “Developers’ lives
matter”, the post concludes.
As part of the campaign the same
irked developers have tried to restrict usage of their code by companies that encourage 996 labour

Alibaba staff are expected to work long hours by their bosses
practices. “We are hoping to protest
in a moderate manner, and create a
lasting, silent deterrent to companies that impose 996,” said Suji Yan,
who led the initiative with his wife
Katt Gu, to The Economic Observer.
Yan is himself a tech entrepreneur but says his activism was motivated by the difficulty that a lot of
tech employees have encountered
when trying to exercise their stock
options – financial rewards promised to staff in exchange for long periods of hard work at the office.
On-demand service platform
Meituan Dianping, for instance, has
been sued by a former employee
who says that the company had reduced his options entitlement without due notification. “Some staff
who had left the company were not
informed of the arrangement. And
those hoping to exercise their
rights did not have their applications processed until at one point
they were told that their options
had expired,” Liu Jihan, the plaintiff, has alleged.
Complicating the 996 controversy is sweeping retrenchment
across the tech sector. Ride-hailing
giant Didi Chuxing announced a
plan in February to slash 15% of its
workforce, for instance, and JD.com
is also talking about eliminating 10%
of its senior staff roles (see page 9).
Employee commitment to the 996
culture seems to have become a

yardstick for who stays and who goes
in some of these culls. According to
a widely circulated exposé by Sogou
staff, the search engine had also suggested that people not putting in
996 hours would be first to be cut
(Sogou’s CEO Wang Xiaochuan later
denied this was official policy).
What started in China then went
global. On April 22 about a hundred
software engineers with companies
including Microsoft, Facebook and
Google published a letter of support for the Chinese workers on
GitHub. There was more solidarity
from an op-ed in the New York
Times entitled “The Richest Man in
China is Wrong. 12-Hour Days Are
No ‘Blessing’.”
“Go-getting is not synonymous
with compulsory overtime work…
The imposition of 996 overtime
culture not only reflects the hubris
of business managers, it itself is
impractical and unfair,” argued
the People’s Daily in an unusual
instance where it concurred with
the New York Times.
In the meantime, browsers operated by tech firms like Alibaba, Tencent and Qihoo 360 have censored
‘996.icu’ search results in a bid to
shut down the debate. The Economist pointed out the irony has not
been lost on netizens. “So 996 developers at 996 companies had to
work 996 to block a website about
996,” one quipped. n
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Project runways
Will Shenzhen airport’s expansion contest or complement Hong Kong’s?

hina’s first time fliers are back
in the news this year after at
least five more cases in which superstitious passengers have thrown
coins at their aircraft for good luck.
In the latest instance a woman
hurled nine coins into the engines
ahead of a China Southern flight
from Shanghai to Guangzhou.
Perhaps a few crazy customers
are to be expected when so many
people are flying. Beijing, Hong
Kong and Shanghai are already
among the world’s top 10 busiest
airports, according to this year’s
rankings from Airports Council International. Guangzhou is only a
few places behind the trio and Shenzhen’s hopes of joining the group
have been boosted by approvals this
month from the National Development and Reform Commission for a
third runway at its Bao’an International Airport, costing Rmb9.35 billion ($1.39 billion).
At least 200 new airports will be
built across China over the next
decade. Most of the incumbents are
lossmaking but that hasn’t put off
their backers, who point to longerterm projections from the International Air Transport Association
(IATA) that Chinese passenger numbers will go past 1.6 billion by 2037,
well above the 1.26 billion people
who travelled last year.
Beijing Capital Airport – the
world’s second busiest, but set to
grab top spot from Atlanta soon –
delivers a concrete example of just
how quickly that demand has been
developing. Opening in 2008 with
an annual capacity of 80 million
passengers it now handles more

C

About to take off: Beijing Daxing International Airport
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than 100 million people, stretching
its operations to the limit. Another
huge airport in Daxing to the south
of the capital will open in September
to cope with the added pressure,
with target capacity of 75 million
more passengers (see WiC265).
Back in the Greater Bay Area
(GBA) in southern China there are
already five main airports within a
150km radius. Hong Kong’s was
busiest with 75 million passengers
last year, although Guangzhou has
almost caught up with 70 million
of its own. Shenzhen was still a little
way back with 49 million, while
Zhuhai and Macau reported 11 million and 8 million respectively.
All the main contenders are going
through growth spurts: Shenzhen’s
expansion will allow for 80 million
passengers a year by 2023 and Hong

Kong is building its own third runway, which will take its capacity to
more than 100 million within five
years time. Guangzhou is talking
about increasing its runways from
three to five, and handling as many
as 140 million passengers a year.
Taken together the plans cement
the GBA’s status as the world’s leading aviation cluster. Yet that kind of
capacity is still short of IATA’s forecasts for demand across the Pearl
River Delta region in a decade’s time.
Simply put: the region will need
more runways and more passenger
terminals.
Aviation planners say that the airports can prosper if they target different markets, despite operating in
the same neighbourhood. The basic
landscape is likely to be a battle of
the hubs between Hong Kong and
15
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Hong Kong International Airport: what’s its role in the GBA?
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Guangzhou, with smaller airports
like Zhuhai and Macau taking on
more niche roles. Shenzhen sits
somewhere in-between, growing its
international network but still dependent mostly on domestic routes
(its advantage: its like-for-like flights
cost far less than those originating
from Hong Kong, and it also serves
far more third-tier Chinese cities on
a point-to-point basis).
Hong Kong has the most flights
to international destinations and
the highest share of connecting traffic, with about half of the customers
on its flagship airline Cathay Pacific
transiting through the city.
Guangzhou is ahead of Hong Kong
in terms of connecting to other
mainland cities, and is rapidly
adding more destinations overseas,
especially as China Southern, its
home carrier, grows its global reach.
Macau is more dependent on
low-cost carriers from the Asian region, as well as point-to-point traffic from China coming to gamble
at the enclave’s casinos, while
Zhuhai also focuses on mainland
traffic, much of it with second-and
third-tier cities.
The proximity puts the onus on
how each airport serves its target
customers, as well as how each of
them reaches out into neighbouring areas for business. Hong Kong’s
airport authority reports that more

than 4.5 million of its passengers
were already connecting by road or
ferry with other parts of the GBA in
2017. It also has plans to increase
from 16 the check-in facilities it has
at ferry terminals, cross-border
checkpoints and downtown facilities in GBA cities.
Another feature for the future is
how the airports choose to collaborate. Hong Kong’s airport has a major stake in nearby Zhuhai, opening up the prospects for a closer
partnership across the recently
opened Hong Kong-Zhuhai-Macau
Bridge (see WiC440). With Shenzhen’s airport just 36km away,
there was another round of speculation in the local media this
month about the construction of a
Maglev rail link connecting it with
Hong Kong as well.
That said, local officials could
need persuading to cede their personal ambitions in favour of partnerships and the risk is an airport
‘arms race’ escalates as each candidate pursues its own projects, forcing its rivals to respond competitively in kind.
While the central government
has been talking about a master
plan, there hasn’t been much sign of
it imposing a more integrated approach on GBA aviation. Market
forces are making more of the running, for the time being at least.

It should benefit passengers by
giving them more options for travel
and putting pressure on rival carriers to keep fares lower. There will be
a better range of air cargo alternatives for companies operating in the
region’s manufacturing zones as
well. But the increase in passenger
numbers should force the authorities to look at areas where better coordination is required in the GBA
too. One of the priorities is a unified
approach to air traffic control, which
is divided across three jurisdictions.
Choosing which one will call the
shots is going to be contentious. But
congestion in the skies is already creating thousands of hours of flight
delays and millions of tonnes in extra fuel burn (and resulting pollution). Adding thousands of new
flights is only going to make that situation worse. n

Keeping track
We reported in WiC448 on the success of Chinese social media apps in
India. However, a setback followed for
Bytedance as an Indian court last
week ordered Apple and Google to
pull its popular TikTok app from their
stores – a move designed to prevent
new downloads. The concern was
that pornographic content was finding its way onto the short-video app
with one government minister in
Tamil Nadu wanting a full ban on the
grounds that it encouraged teens to
participate in “cultural degradation”.
A TikTok representative told The
Verge that it was hiring a ‘chief nodal
officer’ to protect users against misuse and “better coordinate with law
enforcement agencies” in India. On
Wednesday the Madras High Court
then reversed its April 3 decision and
lifted the ban on assurances that
safety would be improved. TikTok
says it has 120 million monthly active
users in India.
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Supermarket sweep
Jardine Matheson goes shopping in China via Yonghui investment

n 1842 the Scottish trading firm
Jardine Matheson adopted the
Chinese name Ewo. It means ‘happy
harmony’ and Jardines would later
use the name to make a pilsner
called Ewo Beer until it was forced
out of China in 1954.
Today Jardine Matheson’s Singapore-listed offshoot Dairy Farm International is re-establishing a presence in the mainland’s food and
beverage sector, helped by a 19.98%
stake in Yonghui Superstores, a
chain headquartered in Fujian.
Shanghai-listed Yonghui is a core
part of a multi-year strategy to bring
China back to the forefront of the
Hong Kong conglomerate’s business
operations. The M&A effort picked
up momentum in 2014 when the
family-controlled firm invested over
$500 million in the car dealership
Zhongsheng, marking a return to
“home turf” after many years of geographical diversification prompted
by Hong Kong’s return to Chinese
rule in 1997. Famously, the company
had transferred its domicile away
from Hong Kong in 1984.
The merchants William Jardine
and James Matheson founded the
firm in Canton (now Guangzhou)
back in 1832 and the company is still
run by their descendants – the fifth
generation of Keswicks whose patriarch, William Keswick, was the
grandson of William Jardine’s sister.
Memories of how Jardines were
forced to leave China in the 1950s
lingered for some time, colouring
the views of its later taipans (or
bosses) – in 1982 Sir Henry Keswick
described China to Margaret
Thatcher as a “subsistence agricul-

I

tural economy, which can most unlikely ever make any real economic
progress per capita”.
Sir Henry’s nephew Ben Keswick
was made taipan in 2011 and during
his tenure the firm has been more
upbeat about China’s commercial
prospects. The younger Keswick is
also chairman of Yonghui, where he
joins fellow Jardine board member
and cousin Adam Keswick, as well
as Dairy Farm boss Ian McLeod (formerly chief executive at Australian
supermarket giant Coles).
One of the priorities for Yonghui
is expansion in Guangdong, the
province where Jardine’s founders
made their original fortune. Last
year it was home to 21 of Yonghui’s
950 supermarkets but this seems
set to change following the establishment of a joint venture with
CK Hutchison’s ParknShop and
Tencent.
The new group – called ParknShop Yonghui – is merging ParknShop’s supermarket operations with
Yonghui’s portfolio, creating a network of over 70 stores and 2.2 million loyalty members. Tencent has
been brought in for its digital and
Big Data expertise in an attempt to
profit from the early stages of the
‘smart retail’ revolution.
Financial analysts generally have
a favourable view of Yonghui’s
prospects because of its potential to
spearhead consolidation in the stillfragmented supermarket sector. The
top five players have less than a 10%
market share between them compared to about 50% in the US and
60% in the UK, for example. As
HSBC wrote in a recent research re-

Jardine’s head office in Hong Kong
port, supermarkets are an industry
where scale really counts. Yonghui is
trying to bulk up faster than its
competitors, targeting 100 to 150
new supermarkets per year. Currently it derives 70% of its gross
profits from stores in Beijing and
provinces on the eastern seaboard.
It wants a wider footprint: it invested in Wanda Commercial Properties last year, with a view to getting first dibs on sites for new
supermarkets, and it is also expanding into central China.
As part of that plan it is in the
process of raising its shareholding
in Shenzhen-listed Zhongbai Holdings to 40% after agreeing to pay
Rmb559 million for a 10% stake
owned by a local unit of the Stateowned Assets Supervision and Administration Commission (Sasac).
Wuhan-based Zhongbai has 1,255
stores in central China, with operating income last year of Rmb15.2 billion ($2.25 billion).
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Jardines has been bolstering its
own expertise in the region in
other ways, including the appointment of former HSBC chief executive Stuart Gulliver to its board last
December. During his time running HSBC Gulliver initiated a strategy to dramatically grow the bank’s
business in the Pearl River Delta
area of Guangdong.

Silent partner
Unigroup keeps low profile
over French tech buy
“

--

e feel like cabbages in a field.
We’ve no idea what sauce
we’re going to get cooked and eaten
with.” Such was the fearful prognosis of a production worker talking to
French technology and business
magazine L’Usine Nouvelle earlier
this month.
The person in question is employed by Linxens, a manufacturer
of microconnectors and antenna
based in Guyancourt, just south of
Paris.
China’s Tsinghua Unigroup purchased the company last summer
and its workers worry that their jobs
and
Linxens’
technological
knowhow will soon head east.
The €2.2 billion ($2.5 billion) acquisition marked a rare win for the
China’s semiconductor giant, counting as its largest ever international
M&A deal. Most of its attempts to
make similar acquisitions in the US
have been thwarted by regulators.
This included an attempt to buy Micron for $23 billion in 2015 and a bid
for a 15% stake in Western Digital for
$3.8 billion a year later.
In 2017 three Taiwanese firms that
specialise in chip testing and packaging had to back away from $2.6 billion in share sales to Unigroup because local regulators dragged their
feet on approving the deals.

W

At least the Linxens acquisition
went through, representing the fifth
largest M&A transaction in France
last year, according to Dealogic data.
Mindful of previous problems, both
buyer and seller tried to keep news
of the takeover as low-key as possible, fearful that the publicity about
potential technology transfer might
prompt regulators to reject it.
Back in 2014 French finance minister Bruno Le Maire said that his
government was happy to accept
long-term investment from China
as long as French assets were not
“looted”. And in this particular case
the French decided to let the Linxens bid pass on the grounds that
the company makes the “passive”,
non-strategic components of chips,
not the full semiconductors.
The Americans didn’t have the
chance to veto it either, because the
group’s US operations were excluded from the takeover.
In a recent article Linxens chief
executive Christophe Duverne said
that Chinese ownership would
help the company win more contracts from the government and
banking sector. It already has one
factory in Guangzhou and a testing and packaging plant in Suzhou,
but it now plans to build a second
factory in Tianjin to be closer to
customers in nearby Beijing.
Linxens makes the connectors

crucial for communication between
smart cards and electronic readers,
supporting applications such as
contactless payment, transport
passes and building access.
The company will be hoping to
profit from a series of policy initiatives at governmental level. As Caijing points out, the Ministry of Communications is launching a new
smart transport card, while the Ministry of Human Resources and Social Security is starting to issue
smart social security cards.
On top of that there is the government’s plan to install RFID (radio frequency identification)
chips in the windscreens of all the
country’s cars. Linxens is one of
the world’s biggest producers of
RFID antennas, which use electromagnetic fields to identify and
track tags attached to objects.
The Chinese government says it
wants to tag cars so that it can monitor congestion and pollution, and
as a way of preventing terrorists
from using vehicles in bombings.
Beijing’s critics say that new applications like these are going to
help the state track much more of
its citizens’ daily lives. “The Chinese
government has gone all out to create a real surveillance state. There’s
social credit, and facial recognition, and internet and telecom
monitoring. It’s part of this larger
effort to create total information
awareness in China for the government,” James Andrew Lewis, a senior vice president at the Centre for
Strategic and International Studies, told The Verge.
Linxens has been spending more
of its time reassuring its French
workers that their jobs are safe, however. “We are moving from a financial shareholder (CVC) to an industrial
one.
We
remain
an
autonomous company with our decisionmaking based in Europe,” its
chief executive Duverne assured
L’Usine Nouvelle. n
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The write stuff
New hit show aims to improve the quality of Chinese songwriting

ow much do songwriters get
paid? In an era when music is
primarily consumed online, just a
sliver of streaming revenue is earmarked for songwriting royalties.
Worse, most pop songs these days
involve small gangs of writers, further eroding individual earnings.
Prominent songwriter Sam Barsh
revealed in a blog post recently that
he made just $20,000 from writing
a song with Kendrick Lamar. “For my
songwriting on Kendrick Lamar’s Institutionalised from the album To
Pimp A Butterfly, I have earned less
than $20,000. I have a 12% share of
the song. The album went Platinum,
won a Grammy, and was a worldwide phenomenon,” he wrote.
The economics improve for
singer-songwriters, particularly repeat hitmakers – step forward Taylor
Swift who Forbes estimated was
worth $320 million last year.
A new reality show in China, I am
CZR, short for ‘chang zuo ren’, which
means singer-songwriter, now
wants to pull back the curtain on
how music is made in China and
highlight the importance of songwriting. Producers of the show say
China’s music industry still lacks diverse and high-quality original music and they hope to improve public
awareness of this issue by promoting gifted performers.
I am CZR started airing on online
video platform iQiyi in the middle
of the month. The show pits eight
professional singer-songwriters
against each other every week, tasking them with performing an original song. Each introduces their
work on stage, sings and is then

H

Chen Yihan: one of the contestants on reality TV show I am CZR
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voted on by the audience and a
panel of critics.
Some of the contestants include Wang Yuan, a member of
the boy band TFBoys, MC HotDog,
a Taiwanese rap artist, pop rock
singer Liang Bo and actress-singer
Chen Yihan.
Most of the chang zuo ren admit
that owing to the limited time it’s a
challenge to finish each song. “I have
to write a new song between the little time that I have between film-

ing. On the days when I have a
writer’s block I almost broke down,”
Wang said in an interview with Sina
Entertainment.
Industry observers say the show
is important because of its emphasis on songwriting at a time when
original music is on the wane. “The
difference between I am CZR and
other singing competitions like
Singer and Voice of China is that the
latter two shows are about the vocal
performance; contestants are cover
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artists. On the other hand, I am CZR
is a lot more challenging for a lot of
artists,” says Harper’s Bazaar China.
The show comes at a time when
music lovers complain that there
are fewer memorable songs emerging from the Chinese music industry.
“I don’t know about everyone else
but I have a feeling that there are
fewer and fewer Chinese songs on
my list over the last two years… At a
time when there are so many mediums for audio content, and the music industry is thriving more than
ever thanks to copyright protection,
for the masses there is still the feeling that there are ‘no songs’ in the
Chinese music scene,” Harper’s
Bazaar opines.
Hong Tao, director of the show
Singer, concurred: “The market for
pop music has shrunk. Now almost
all the people that go to KTV
[karaoke lounges] still choose songs
that are from 10 or 20 years ago. So
what kind of music will the next
generation enjoy?”
Add another factor: social media.
More often than not, songs that become massive hits on streaming
sites feature repeated riffs and a vocal with only a few tweaks.
“Recently, new songs like Desert
Camel (by Rabbit Bros), Kebu Keyi
(by Zhang Zihao) have become
hugely popular through Douyin
[the short-video platform]. The
problem, however, is that only 15 to

Taylor Swift: she makes a mint from her songwriting prowess
30 seconds of a song goes viral. Nobody even knows the whole song
anymore,” Che Che, an industry insider, told National Business Daily.
One survey revealed that 95% of the
country’s songwriters could not
support themselves financially
based on money they make from
songwriting
alone,
says
ThePaper.cn.
“No matter how good a songwriter you are, without a record label or support from a platform,
there is no way you can promote
your work, let alone get paid,” says
National Business Daily.
Even songwriter Mao Buyi, another contestant on the show, admits that he didn’t think it was
possible to make a living out of
songwriting. “Songwriting is fun

to do, but I never expected my
songs to make money,” he told the
China Daily.
Still, will the show have a lasting
impact on the Chinese songwriting
industry?
“Of course, we should know that
Rome was not built in a day. It is impossible to change the situation of
original music through one or two
variety shows. But we still hope that
shows like I am CZR will let more
people understand the importance
of songwriting and also let them
hear original work. That way they
will choose and support songwriters and songwriters will get the
recognition they need to continue
to promote the development of
original music in China,” the website ThePaper.cn concludes. n

To know China you need to know its food
o understand the diversity of China you need to understand its food and
its 5,000 year culinary culture. China In 50 Dishes showcases the
country’s classic cuisine in all of its salty, spicy, sour, bitter and sweet glory.
From noodles to dim sum to desserts, we take you on a mouthwatering
tour of a nation’s favourite dishes, talking about their origins, how they are
prepared and a few of the best places to enjoy them.
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And Finally

Fringe markets
Luxury comb maker Carpenter Tan makes renewed push for overseas sales

he comb has a special place in
Chinese culture. Beyond untangling hair, they are sometimes
offered as a token of love. They are
popular gifts on Qixi, a local variant on Valentine’s Day. And in
some parts of China a bride and
groom will have their hair combed
the night before their wedding by
someone deemed to possess good
fortune.
Comb maker Carpenter Tan is
one of the bigger industry players.
Listed in Hong Kong and with 1,216
stores across China, the Chongqingbased company made Rmb312.3 million ($46.7 million) in revenue last
year.
It is now expanding its retail
presence internationally. Eight
months after setting up its an overseas outlet in Singapore’s Suntec
City Mall, Carpenter Tan unveiled
another new flagship store in
Toronto’s Scarborough Town Centre,
one of Canada’s biggest shopping
complexes, last month.
The plan is to open 12 stores outside mainland China this year.
The push into international markets had been promised for a while.
Back in 2009, when Carpenter Tan
went public in Hong Kong, the company earmarked the fundraising as
a means to grow beyond its home
market.
Since then it has opened and
closed a few self-operated stores in
Hong Kong, and tried to develop a
sales network in parts of Asia, Europe and the US.
The results so far, by the company’s own admission, were “embarrassing” it noted (with unchar-

T

Tan Chuanhua: company founder
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acteristic corporate candour).
“Although support and investment was made available in a progressive manner and manpower engagement was enhanced during the
Year Under Review, the effect was
insignificant as a result of the relatively weak foundation and the shallow insight into the market,” the
company acknowledged in its annual report, noting that both its
Hong Kong and Taiwan operations
were lossmaking.
Slowing growth at home has
served as a reason to try again and
Carpenter Tan’s intention is to accelerate its overseas plans, according to Sina.com. The company experienced drops in both revenue
and net profit in 2015 and 2016. Last
year its profit dipped another 4.7%
on the year to Rmb114.5 million.
The comb maker was founded in
1997 by Tan Chuanhua, a Chongqing
native. He lost his right hand in an
accident when he was 18 but persevered to master drawing and writ-

ing with the other. An unsuccessful
stint as a schoolteacher spurred him
in a more entrepreneurial direction,
initially in woodcarving, a skill he
says that was inherited from his ancestors. It was during a stroll
through a mall in Shenzhen that
Tan suddenly realised the market
potential for well-crafted combs.
Of the many combs that Carpenter Tan has developed, the most
iconic is made of ox horn, a material
that is claimed to have recuperative
powers. Positioning itself as a premium brand, Carpenter Tan sells
higher-end combs like these at a
starting price of about Rmb100 each
unit but charges more for its gift
sets. By the end of last year the company claimed to have 135 patents
underpinning its product line too.
Winning business overseas could
still be a struggle. Chinese communities may share a broader cultural
interest in combs, but for other ethnicities there are fewer occasions to
give them as a gift.
Carpenter Tan will also need designs that work better with non-Chinese hair types. “This definitely isn’t
for African hair. This is for bonestraight hair!” commented a (presumably African) buyer on an Amazon page selling the company’s
products.
One aspect of the firm’s story that
might appeal to more affluent international consumers: according to
People’s Daily 40% of the 900 staff
at Carpenter Tan have some kind of
disability, with the founder’s own
experience making him keener to
offer employment to people with a
physical handicap. n
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In Numbers
Rmb1.5 trillion
The gross value of perpetual bonds issued
by Chinese companies in the onshore
market over the past six years,
representing nearly 8.4% of total corporate
bonds outstanding, according to S&P
Global. The proposed change in the
domestic accounting standard – meaning
such instruments will no longer be booked
as equity but debt – will directly increase
the leverage levels of some issuers by as
much as 34%.

24 million
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Clearing the bar: China's Li Ling in action during the women's pole vault
at the Asian Athletics Championships in Qatar

The number of ‘slum’ properties demolished
in China under the urban redevelopment
programme since 2015, the Financial Times
reports. Local governments had spent
Rmb5.06 trillion ($750 billion) on
compensating residents and building
relocation houses in the past three years.
Their outstanding loans to fund such projects
reached Rmb3 trillion at the end of last year.

Fever pitch
“This has been a game changer. We’re only starting to see the real
impact from African Swine Fever”

* Jais Valeur, CEO of Danish Crown (Europe’s leading
pork processor), tells the Financial Times that prices of
pork are being driven up as the disease threatens to
shrink China’s pig herd by 130 million, or a third. A
Chinese official last week forecast pork prices could go
up 70% in the second half of the year owing to African
Swine Fever; while US pork sales to China recently hit a record high.

$54.9 billion
Chinese companies’ greenfield investments
in 44 Asian countries in 2018, up 198%
from a year ago, according to the Asian
Development Bank, which noted that such
investments tilted heavily towards
Southeast Asia across a wide array of
sectors. Last year developing Asia
represented 60% of China’s total outward
greenfield investment, up from the average
40% recorded over 2011-17.
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