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China oversteps credit cards: from cash straight to e
 
By Saro Capozzoli, Alessandro Faccin – Jesa 
 
In a country in which 80% of the middle class uses its mobile phone for 
purchasing online, in which the young generations constantly walk 
with the phone in their hands, in which people take the subway while 
watching a TV series, messaging and playing a mobile-game able to 
distract them from the reality happening around, it is not difficult to 
realize the reason why the e-payment system has fertile soil to grow 
and flourish. 
 
The following graph shows the growth in mobile phone usage in China. 
From 2010, users where 671.100.000 counting for 55.5% of the 
population, they almost doubled in 2016 along with the penetration 
rate, that reports a 86.90% (that is almost 90% of the Chinese po
ulation have a mobile phone). 

  YOUR PARTNER INFAST GROWING COUNTRIES
  CHINA - HONG KONG–SAUDI ARABIA 

Co. ,Ltd. ,House 4,Lane 112,  FenYang Rd. ,  200031 Shanghai ,  China 
,  Fax  +86 21 62880072 Emai l :  in fo@jesa.com.cn,  Webs i te:  www.jesa.com.cn

China oversteps credit cards: from cash straight to e-money 

class uses its mobile phone for 
purchasing online, in which the young generations constantly walk 
with the phone in their hands, in which people take the subway while 

game able to 
distract them from the reality happening around, it is not difficult to  

payment system has fertile soil to grow 

shows the growth in mobile phone usage in China. 
000 counting for 55.5% of the 

population, they almost doubled in 2016 along with the penetration 
almost 90% of the Chinese pop-

 

 
The first e-payment method was introduced in 2006
mind, it is possible to understand why nowadays Chinese costumers 
prefer to take their phone out of their pockets, 
when paying the dinner’s bill. 
 
In 2016, users that prefer to pay with e-money
counting for 40% of the total population (source: Mastercard). The 
most common and spread platforms to pay are Alibaba’s Alipay and 
Tencent’s Tenpay. Alipay owns 70% of the Chinese 
common payment method is Wechat (see Newsletter March 2016
more information on WeChat). Moreover, big companies such as Apple 
and Samsung are trying to enter the Chinese 
plePay and SamsungPay. Both of them are using UnionPay’s QuickPass 
technology. 
 
The rapid adoption of such payment methods can 
abandon of the credit card, favoring a system of 
support of this theory, there is also the fact that after reaching a peak 

in 2014, credit card’
in China started falling from 0.34 
per person in 2014 to 0.29
person at the end of 2015. 
means that only 34 people over 
100 owned a credit card in 2014, 
an amount that was reduced by 
2015 to 29 people over 100. 
During the same period, the
spread of m

64.5% to 357.7mln. 
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Aligned to China, there are Scandinavian countries. Trond Bentestuen, 
Chief Executive of Norway’s largest bank DNB, stated that “more than 
half of cash transfers in the country are done out of the bank’s control: 
they could be illegally used”. Also Sweden, Finland and especially 
Denmark, have already started the route to the cashless society. In 
particular, Denmark aims at completely eliminating cash and its cir-
culation by 2030. Finally, also Europe is trying to take first steps.For 
instance, even the European Central Bank is considering getting rid of 
large-denomination bills (i.e. EUR500 banknote).  
 
China, however, is going even further. The Middle Kingdom and 
e-platforms is trying to develop an alternative payment system that  
could simplify even more the scan of a QR code for retail purchasings. 
Mobile platforms are indeed taking advantage of big data resources 
owned by parent companies. They are in addition expanding into 
consumer finance, some also trying to challenging traditional banks. 
 
The situation comes to a critical point when considering the important 
role of some main actors: what do both the Chinese government and 
Chinese banks think about this new way of payment? On the one hand, 
the central government gave its blessing. Last year Premier Li Keqiang 
launched Tencent’s WeBank, China’s first online-only bank. Never-
theless, online banks have not accomplished with one regulatory ob-
stacle to become deposit-taking institutions, which requires in-person 
verification of an account holder’s identity. Unsurprislying on the other 
hand, Chinese banks, particularly the big four state leaders that are 
known to fiercely guard their territory, are refusing to cooperate be-
cause new entrants are limiting the portfolio of services that they can  
 

 
offer. WeBank’s Head, indeed, lasted only 10 months before he had to 
resign from his position. 
As sometimes happens, the trend will probably be stronger than reg-
ulations, which will be modified according to the trend’s development. 
If e-payment technology is going to really suc-
ceed, regulators and banks have to adapt in order 
to survive. To conclude, even the act of citizens 
paying a dinner is a reminder for the government 
to modernize its system. A customer pays the bill 
effortless via his mobile phone, but the restau-
rant’s owner has to wait for the fapiao (the in-
voice) to exit from the cash register. This could 
be a warning for the Government to modernize 
the whole accounting system. 
 
The imminent global transition to service sector intensive 
economies  
 
By: Saro Capozzoli, Nils Scholten - Jesa 
 
Many developing nations across the world are transitioning from 
primary sector to manufacturing sector based economies and then 
finally to a service based model and are experiencing the associated 
improvements in standards of living. 
 
The Industrial Revolution in Britain, which began around 1760 and 
involved manufacturing processes moving away from hand production 
methods towards machines, is righteously regarded as one of the most 
significant developments in history. Not only did it affect almost all 
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aspects of life in one way or another, but it also marks a period of 
innovation where new technology was continuously being introduced. 
Similar developments followed not long after in continental Europe and 
the United States. The change did not stop there, as workers looked to 
purchase services such as education, healthcare and entertainm
expanding the tertiary sector, which has continued to do so ever since. 
Rather than just being wants, more and more workers came to regard 
these tertiary sector services as needs, inadvertently causing cultural 
change and higher standards of living.  
 
More recent is the movement of manufacturing industry that has taken 
place over the last few decades. In Europe, an eastwards shift of what 
was once the “Blue Banana”, a term coined in 1989 describing what 
was then Europe’s industrial heartland, can be evidenced. As wages in 

eastern European countries such 
as Slovakia, Slovenia and Cz
choslovakia continue to be well 
below those of Italy, Germany and 
the UK, more and more central 
European companies continue to 
transfer manufacturing eastwards 
as it becomes more profitable. 
While the average labor
2015 in the EU was estimated at 
25.03 hourly, there is a noticeabl

difference between western and eastern European countries. While the 
average labor cost in Italy was estimated at € 28.10 hourly, that in 
Slovenia was just € 15.80 hourly and that of Slovakia even less at 
10.00 hourly.  
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However, it is not just economies in Europe continuously changing, as 
sector composition of Asian countries are also evolving. Although 
economic growth dropped to 6.9% in China over 2015, the gover
ment highlighted that services accounted for more than half of the 
economy for the first time, increasing from 48.1% to 50.5% from the 
year before. In the same time period, the manufacturing share of GDP 
fell to 40.5%. Similar developments can be noticed globally a
continue to change their economic model from a manufacturing f
cused one to a service-intensive one. In China, the government is 
devoting RMB 100 billion, to retrain unemployed industry workers to 
join the service sector. As underperforming stee
shutting down, the government is preparing to resettle millions in the 
growing tertiary sector. However, this is proving to be a difficult 
transition as many workers are low-skilled and some even have no 
schooling whatsoever. For instance, in Hebei province 8% of steel 
workers never received primary education.  
 
Another reason responsible 
for these changes are new 
services being introduced to 
the tertiary sector, often as a 
result of technological  
innovation. For instance, the 
successful introduction of 
ride-hailing services such as 
Uber and their local compet-
itor DidiKuaidiin China in recent years, means that more Chinese 
workers can consider working in the tertiary sector. Didi, which already 
operates in more than 400 cities across China is itself expecting to 
serve around 30 million riders with 10 million drivers daily in the next 
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year. Technological development is also continuously causing labor 
employment to become more tertiary sector intensive as it is making 
workers in the agricultural and manufacturing sectors redundant while  
 
not doing so as extensively in the service sector. As a result, the share 
of an economy’s labour force working in the primary and secondary 
sectors shrinks while the tertiary sector continues to grow.  
 
Another branch of technology that has made astonishing progress in 
the past years and has simultaneously created employment in the 
tertiary sector is 3D printing. As evident by the recent Shanghai 3D  
printing expo, which attracted over 100 companies, there is consi-
derable excitement regarding the prospects of this rapidly developing 
technology in China. This hype has given companies incentives to train 
workers and creating innovative services and solutions in this new 
industry. This technological revolution will make it possible that soon  
we will transport files and designs from one place on the planet to 
another and the product will be printed at home, in the office, or in a 
factory instead of being transported around the World. This will be a 
huge challenge and opportunity in the near future. For example, 
workers that are now occupied in a production chain, soon could be 
deployed to give technical assistance or to be shift to more high-skilled 
services. 
 
Companies must adapt to the changing economic landscape, as 
growing incomes in China continue to boost demand for services. 
Regardless of whether a firm has just decided to enter China or has 
been there for years, it’s necessary to evaluate the market in China  
taking into account the changes in the economy, as Europe is often 
slower when it comes to adopting new business models. 

 
*Short Notices*  
 
New “Three-in-One” business license 
 

Since October 1st 2015, newly established enterprises in China must 
apply for a "new integrated business license" which combines together 
the old business license, the organization code certificate, and the tax 
registration certificate into a single document. The reform was im-
plemented by the Chinese Government aiming at simplify the estab-
lishment and registration procedures.  

A transition period to obtain the integrated business license is consi-
dered for companies established before October 1, 2015. The transi-
tion period will end at December 31, 2017. 

 
Social Insurance reductions  
 
The Ministry of Human Resources and Social Security and the Ministry 
of Finance have announced further periodical reduction of social in-
surance payment rates, intended to reduce the burden on enterprises 
operating in China. Where the employer contribution rate to the basic 
endowment of company employees is greater than 20%, the rate shall 
be reduced to 20%. In provinces where it is already 20%, employer 
contribution shall be reduced to 19%. Overall, unemployment insur-
ance payment rates are to be reduced periodically by 1-1.5%.  
Furthermore, the state council’s decision to reduce the payment rate of 
work-related injury by 0.25% and maternity insurance payment rate 
by 0.5% shall be put into practice in all regions. All implementations 
are expected to take place within two years.  
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LEGAL NOTICE 
The content of this newsletter is com-
posed and written by JESA, and thus it is 
not reproducible and cannot be diffused 
indiscriminately without JESA’s consent. 
The purpose of this newsletter is to 
keep our contacts informed about im-
portant changes occurring in China and 
worldwide. Any use of it must be au-
thorized by JESA.   
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