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After years of heated controversies and 
dashed expectations, the China Banking 
Regulatory Commission (CBRC) finally 

unveiled its pilot private bank scheme on March 
11, which selects 10 privately owned com-
panies, including Internet giant Alibaba and 
Tencent, to participate in the preparations for 
setting up five private banks.

The private banks need to comply with the 
provision that the equity ratio of a single share-

holder should be no more than 20 percent, and 
be co-sponsored by at least two private capital 
providers, said Shang Fulin, CBRC Chairman.

“The pilot program is a breakthrough. For 
the first time, private capital will be empowered 
to dominate banks’ management, business de-
velopment and risk management,” said Shang.

“These banks need to set up their own 
board of directors, board of supervisors and 
management structures, so that they can oper-

ate independently,” said 
Shang. The full play of 
the market mechanism 
is what mainly differenti-
ates these private banks 
from existing commercial 
banks, he said.

Private banks also 
need to make clear their 
prospective target mar-
kets. Experts say that if 
private banks engaged 
in similar businesses 
as state-owned banks, 
competition would be 
intensified and the mar-
ketization process would 
be hampered. 

Shang suggested 
that the five private 
banks would be dif-
ferentiated in operation 
pattern with a collective 
focus on small and mi-
cro-businesses, as well as 
residential communities. 

F o r  i n s t a n c e , 
the team of Alibaba 
a n d  W a n x i a n g 
Group, a Hangzhou-
headquartered 

automotive components manufacturer, 
will specialize in absorbing small deposits 
and issuing small loans by setting a ceiling 
on the deposit and loan of every customer. 
Moreover, Alibaba will further exploit its edge 
in Internet technology and mainly target 
small online businesses. 

The bank co-established by Tencent and 
its partner will be geared toward attracting large 
deposits and issuing small loans.

Private Banks 
In Sight
State-owned banks, which have got used to resting on 
interest margins, face new rivals  By Deng Yaqing
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“We’ll push forward the establishment of 
private banks cautiously and prudently,” said 
Shang, specifying no concrete timetable for the 
official launch of the five banks.

Equal access 
According to CBRC statistics, more than 100 
small and medium-sized banks are now see-
ing private capital make up half of their assets, 
and in rural areas, the ratio even surpasses 90 
percent for small and medium-sized financial 
institutions. Nonetheless, state-owned capital is 
still playing a leading role in the banking sector.

State-owned banks have gotten used to the 
soft existence provided by fat deposit and loan 
interest margins. It seemed that money would 
voluntarily appear in their pockets without them 
having to rack their brains for ways of cozying 
up to customers, while small and medium-sized 
banks have always been in a disadvantageous 
position in competing with state-backed banks.

Competition leads to progress. Pan 
Gongsheng, vice governor of the central bank, 
said that the birth of a private banking sector 
bodes well for China’s social and economic 
development, as private capital’s entry into the 
financial services sector would help to spark in-
novation, and further facilitate the development 
of startups and programs concerning individual 
farmers, agricultural ventures and rural areas as 
a whole.

“Diversified competitors should be admit-
ted into the banking sector and be treated as 
equals. Voices calling for private banks have 
evolved into doubts over the government’s at-
titude toward fair competition,” said Pan, noting 
that the establishment of private banks was 
meaningful for cementing people’s consensus 
and building up confidence in financial reform.

Pan argued that equal admittance criteria 
should be applied to private banks, making sure 
that all forms of ownership have equal access to 
factors of production, and that the private own-
ership economy has equal rights, enjoys equal 
opportunities, and competes on an equal basis 
with the public ownership economy.

Risk prevention
Due to the pursuit of profits, all banks have the 
impulse to engage in connected transactions. 
However, without being insured by national 
credit, people may be reluctant to deposit their 
hard-earned money in private banks for fear of 
a possible failure or default. Therefore, the big-
gest question now is how to effectively protect 
the interests of depositors and build up their 
confidence in private banks.

“Amid the ongoing financial reform, private 

banks will have to face an array of risks. Only 
when they are equipped with risk awareness 
and employ innovative thought will they be able 
to survive and thrive,” said Ma Weihua, former 
President of China Merchants Bank.

Shang said that the five pilot banks need to 
make some institutional arrangements ensur-
ing that the residual risks can be effectively kept 
under control, provide specific terms on the su-
pervision of shareholders, adopt differentiated 
market positions and strategies, and formulate 
a legitimate plan on risk management and re-
covery.

“In other words, they are required to ‘make 
a living will’ in case of sudden bankruptcy,” 
Shang said. “The living will” can greatly reduce 
the potential risks and losses that depositors 
and taxpayers may suffer in the eventuality that 
private banks collapse.”

Aside from that, regulators should create 
a favorable environment to help private banks 
develop. In the 2014 government work report, 
Premier Li Keqiang stressed the significance of 
the deposit insurance system in China’s finan-
cial reform.

“Risk prevention is the top priority in push-
ing forward the development of private banks. 
As most of them carry out business in towns 
and counties, integrated financial management 
architecture should be established to secure 
depositors’ interests and shield them from 
risks,” said Pan, who confirmed the importance 
of the deposit insurance system, but admitted 
that it would take some time for all concerned 
parties to make the necessary preparations.

In the process, consideration should be 
given to the viability of small and medium-sized 
banks, argued Yan Bingzhu, Chairman of Bank 

of Beijing. “Credit ratings should be carried out 
in terms of capital adequacy, asset quality, man-
agement ability and liquidity.”

At the same time, the exit mechanism 
needs to be advanced to eliminate the inferior 
institutions and ensure the healthy develop-
ment of the banking sector, added Yan.

Furthermore, private banks should be 
brought into a supervisory environment featur-
ing fairness and transparency, in order to help 
them take root, sprout and thrive. 

Shang said that oversight should be 
maintained over the behavior of private 
banks’ shareholders, especially with regard to 
connected transactions between banks and 
shareholders. Supervisory departments need to 
keep an eye on the sustainability of capital in-
jection and their risk-bearing capacity, in case of 
pilot banks turning into a financing tool serving 
shareholders’ interests.

Pan suggested that private banks would be 
jointly supervised by central regulators includ-
ing the People’s Bank of China, CBRC, China 
Insurance Regulatory Commission and the 
China Securities Regulatory Commission, in ad-
dition to regional supervision forces.

“In short, private banks will expand lending 
to micro-business, increase people’s investment 
channels, propel interest rate liberalization and 
enhance the efficiency of financial transaction,” 
said Pan. 

With the proper supervision, risk manage-
ment and the necessary groundwork, the 
future indeed looks bright for the joint private-
public banking sector.  n

FINANCIAL REFORM: 
Shang Fulin (right), Chairman  
of the China Banking  
Regulatory Commission, 
answers questions from 
reporters at a press  
conference on March 11
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Li Haiping, a website editor, felt relieved 
when China Central Television (CCTV) 
finally exposed Nikon’s flawed D600 cam-

eras on its annual March 15 Consumer Rights 
Day Gala, a television show. 

“Those who ignore consumers’ sentiments 
are bound to stew in their own juices. The rev-
elation will definitely deal a heavy blow to the 
Japanese electronics manufacturer,” said Li.

In October 2012, one of Li’s friends bought 
a Nikon D600, but soon found an accumula-
tion of dust on its image sensor. Since Nikon’s 
aftersales service personnel refused to repair it, 
Li related his friend’s story on the website. To his 
surprise, a great many netizens shared similar 
experiences. In a concerted effort, they filed an 
allegation to the China Consumer Association 
(CCA) and sought support from influential me-
dia outlets such as CCTV. 

“The exposure proved that what we did 
aroused CCTV’s attention,” said Li. 

The consequences of being called out on 
the March 15 gala can be severe or even de-
structive for those who infringe on consumer 
rights, but the positive effects for consumers 
are also remarkable. On March 15, 2013, when 
the show first made public that Apple practiced 
a discriminative aftersales service policy toward 
Chinese consumers, the formerly uncoop-
erative mobile phone vendor quickly made a 
conciliatory gesture by adjusting its mainte-
nance policies. 

The same was true of Nikon. Following 
the revelation, Nikon China claimed on 
March 16 that it had been ordered to take 
the flawed products off shelves by the 
Shanghai Municipal Administration for 
Industry and Commerce, and it would repair 

or replace any defective cameras free of 
charge.

To further intensify protection of consumer 
rights and reduce the cost of rights protection, 
the revised Law on the Protection of Consumer 
Rights and Interests took effect on March 15.  

Yi Xianrong, a research fellow with the 
Chinese Academy of Social Sciences, said that 
consumers’ right-protection awareness, as well 
as the related laws and regulations, are continu-
ously improving. Additionally illegal behavior like 
imparity clauses, false advertising and discrimi-
native policies are more difficult to get away 
with in the Chinese market. Despite that, how-
ever, there is a long way to go in catching up 
with the United States and the European Union.

Top complaint categories
According to a report released by the CCA, a 
total of 702,484 complaints were received in 
2013, and 90.5 percent of them were settled, 
helping consumers to recover compensation 
totaling 1.17 billion yuan ($189 million).

The report suggests online shopping topped 
the list of complaints. Complaints on marketing and 
services amounted to 49,914 cases, and 12,950 
cases involved online shopping.

Online marketing offers consumers more 
options, but produces a cluster of problems 
at the same time. Firstly, consumers are 
more exposed to shoddy goods. Secondly, 
some online vendors are incapable of pro-
viding high-quality services, and delays in 
deliveries are a frequent occurrence. Thirdly, 
aftersales services often cannot be easily se-
cured. For example, some online merchants 
try to pass the buck, or even worse, turn a 
deaf ear to refunding requirements.

Another phenomenon noted was the rise 
of complaints regarding automobiles and parts. 
Income increase has made owning a private 
car a far less formidable prospect for Chinese 
consumers, resulting in a higher volume of 
complaints. In 2013, the CCA accepted a total 
of 25,268 such complaints, an increase of 66.5 
percent from the previous year.

On October 1, 2013, the Provisions on the 
Liability for the Repair, Replacement and Return 
of Household Automotive Products officially 
came into force, and contract, aftersales service 
and particularly quality turned out to be the 

Consumer Protection 
Gets Ahead
Progress has been made in defending consumers’ rights and interests  
By Lan Xinzhen

CRACKDOWN ON  
COUNTERFEITING:  
Industrial and commercial 
authorities destroy shoddily 
made imitation products in 
Dachang Hui Autonomous 
County, Hebei Province
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the express industry, which has its roots of 
growth in Internet businesses. 

Similarly, the expansion of the 
automobile industry has also been accom-
panied by endless consumer complaints, 
because improved laws and regulations 
have made many once-acceptable prac-
tices of auto distributors illegal.

The revised law
Jiang Tianbo, Secretary General of the CCA, 
said that the revised Law on the Protection 
of Consumer Rights and Interests would 
further clear the barricades on the path 
to safeguarding consumers’ rights in the 
near future. 

The scope of consumer rights and 
interests has been expanded upon in 
detail. Issues such as protecting personal 
information, improving and expanding 
upon present stipulations on the repair, 
replacement and return of commodi-
ties and services, increasing penalties for 
fraudulent behavior, and defending con-
sumers’ privacy, property and health rights 
all fall within this scope. 

The duties and responsibilities of business 
operators have been further elaborated upon 
and emphasized. The law first and foremost 
makes it plain that business operators are 
obliged to recall defective products, not just 
automobiles, and carry the burden of proof.

Special problems arising from online shop-
ping and personal information protection have 
been outlined and dealt with properly. Online 
vendors and financial service providers are 
required to offer consumers accurate and nec-
essary information in transactions. Consumers 
are entitled to return goods within seven days 
of receipt without giving any explanations. 
Online transaction platform operators are now 
required to carry out their duties and to take on 
civil responsibilities such as ceasing behavior 
that infringes on consumer rights, eliminating 
the damage caused by the use of defective 
products , and compensating for consumers’ 
losses.

The law has explicitly stipulated the su-
pervisory responsibilities that administrative 
departments should undertake, and increased 

the severity of penalties on behavior that in-
fringes on consumers’ rights and interests, such 
as falsifying production dates, delaying or refus-
ing to follow the orders issued by the relevant 
supervising departments.

The law has also made clear the nature 
and functions of the CCA—serving the public 
welfare, and placing an emphasis on the social 
supervision of rights and interests protection. 

Now, the CCA is allowed to file collective 
lawsuits against companies by organizing all of 
the consumers who find their rights have been 
trampled on.

Jiang noted that the law has not only laid 
out how to protect consumers’ rights and inter-
ests in emerging industries, but also that much 
had been learned from other countries in the 
recall of defective products and protection of 
consumers’ personal information.

“The law has really made great progress in 
safeguarding consumers’ rights and interests,” 
said Jiang.  n

three major auto-related complaints. 
The fulfillment of aftersales commitments 

for home appliances was also a major con-
cern on consumers’ minds. In 2013, a total of 
165,571 complaints were filed in the home 
appliance sector, accounting for 23.6 percent 
of the total, with most centering on repair, 
replacement and return. For instance, when 
consumers buy air-conditioners, refrigerators, 
or washing machines, manufacturers, as a rule, 
promise a three-year warranty period. However, 
when quality problems arise, they may refuse to 
repair the products for free, or find excuses to 
delay the maintenance.

Yi called for further examination of the af-
tersales services of the home appliance sector, 
for he reasoned that such a mature industry 
should have overcome such problems by now.

Lastly, grievances in the express delivery 
industry are piling up rapidly. As remote shop-
ping thrives, the express delivery industry is 
expanding its territory, and as a result, related 
complaints have also shot up. In 2013, com-
plaints concerning the postal service industry 
numbered 13,352 cases, 61.2 percent of 
which were express service-related, examples 

of such being delayed 
deliveries, unreason-
able compensation, 
and agents requesting 
consumers to confirm 
receipt before goods 
could be examined, es-
pecially for expensive, 
fragile commodities, a 
practice which causes 
great inconvenience. 

As Yi noted, these 
allegations reflect what 
has happened to the 
Chinese market. Since 
online shopping has 
experienced explosive 
growth in recent years, 
some necessary laws 
and regulations have 
not yet been put in 
place, which has in-
cubated an array of 
potential problems. 
This is not to mention 

Complaints by Cause  
From Consumers, 2013
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The central bank’s recent draft of admin-
istrative measures on the online payment 
business of Internet finance institutions 
suggested a possible 1,000-yuan ($160) 
ceiling on a single transfer by individual pay-
ment accounts and a maximum amount 
of 10,000 yuan ($1,600) within a year. On 
March 14, the central bank suspended the 
payment business of virtual credit cards and 
two-dimension codes. All of these indicate 
authorities have set out to standardize 
Internet banking.

Just like online shopping’s sudden rise, 
Internet finance is also flourishing at a pace 
beyond our imagination. In the 2014 gov-
ernment work report, Premier Li Keqiang 
stressed that the government would pro-
mote the healthy development of Internet 
finance. Since it is still in its infancy and has 
just started to produce systematic effects, 
efforts need to be made in standardizing and 
guiding its development.

In China, the integration of the traditional 
financial industry and the Internet is still un-
derway. Strictly speaking, only when financial 
services are incorporated with Internet tech-
nologies like big data and cloud computing, 
can they be called Internet finance. In this 
sense, Internet finance has not yet come 
into existence in China.

Nonetheless, the extension of traditional 
financial services on Internet platforms has 
shown signs of thriving and flourishing. 
According to statistics, by the end of the 
second quarter in 2013, Alibaba’s micro-
credit arm had issued loans worth 100 billion 
yuan ($16.06 billion). In the first half of 2013, 
the total volume of loans issued by all micro-

credit companies in the country amounted 
to 112.1 billion yuan ($18 billion), of which 
42 billion yuan ($6.75 billion) was contrib-
uted by Alibaba.

Beyond that, online monetary funds 
like Alibaba’s Yu’ebao have absorbed more 
than 500 billion yuan ($80.3 billion) since 
their birth in mid-2013. The number of peer-
to-peer (P2P) lending platforms also grew 
from 9 in 2009 to over 130 in 2013 with 
mushrooming transaction value. According 
to a study by the World Bank, there is huge 
potential in China’s crowdfunding business, 
which is likely to swell to $50 billion in 2025. 
In addition, statistics from the China’s central 
bank suggested that the number of Internet 
payments amounted to 15.34 billion with a 
total transaction value of 9.22 trillion yuan 
($1.48 trillion), up 56.06 percent and 48.57 
percent, respectively.

In a broad sense, Internet finance has 
begun to exert a systematic influence on 
the financial sector. Firstly, the online sales 
of monetary funds have dealt a heavy blow 
to the capital distribution pattern of the 
banking system by substantially lifting its 
financing cost and undermining the stable 
growth of deposits. 

Secondly, the conception of wealth man-
agement has been renovated and refreshed. 
Money management used to be exclusive 
to high-income groups. Yet, Internet finance 
now has remarkably lowered its threshold 
and has started to benefit people from all 
walks of life.

Thirdly, traditional payment has begun to 
fade from people’s lives. Statistics from iRe-
search Consulting Group, a leading market 

A New Financial Regulatory Paradigm

yushujun@bjreview.com 

This is an edited excerpt of an article by Xiang Zheng, a 
financial commentator, published in Securities Times

BUSINESS MARKET WATCH

OPINION

research firm focusing on China’s Internet 
industry, show that the value of Internet 
retail sales reached 1.3 trillion yuan ($208.78 
billion) in 2012, 67 times as much as that 
in 2005, registering a compound annual 
growth rate of more than 80 percent. As 
online retail sales continue to surge, Internet 
payment will restructure China’s overall pay-
ment system.

Fourthly, changes are taking place in 
traditional financial services. The traditional 
financial industry has increasingly employed 
technologies like big data and cloud com-
puting to lower operation costs, enhance 
competitiveness and improve risk man-
agement, as well as identify and discover 
potential risks.

While encouraging the development 
of Internet finance, the financial industry 
needs to undergo an overhaul and take 
the initiative to handle potential systematic 
risks. Nobody could have predicted that 
Yu’ebao would wield such a huge power 
when it debuted last June. Now that Internet 
companies’ interest in the financial market 
has been sparked, authorities should pay 
special attention to the potential risks aris-
ing from lack of transparency, fraud and 
money laundering. 

Moreover, efforts should be made in 
further protecting consumers’ rights and 
interests in the consumption of Internet fi-
nance products and services.  n
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“Competition in the land market has  
become less cruel, which just indicates 

some real estate companies have run out 
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Hao Jianmin, President of China Overseas Property Group Co. 
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yuan ($2.82 billion) with barely any bidding rivals
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China’s leading sportswear company Peak 
Sport Products has seen a recovery from 
the long winter the sporting goods indus-

try recently experienced. According to its 2013 
financial report, the sports brand saw revenue 
of 2.61 billion yuan ($421 million), with gross 
profit and net profit reaching 930 million yuan 
($150 million) and 240 million yuan ($39 mil-
lion) respectively. Revenue in the second half of 
the year also surged 22.8 percent from the first 
half of the year while net profit in the second 
half of 2013 shot up by 117.8 percent from the 
second half of 2012.

“The sporting goods industry has weath-
ered the storm and is beginning to bounce 
back,” said Xu Zhihua, Peak’s CEO.

“Not only did the previous two financial re-

ports show dramatic growths in net profit, but in 
addition, order-placing meetings for the second 
and third quarters of 2014 suggested a sus-
tainable upward trend, indicating an imminent 
strong recovery.”

Overseas expansion
In 2013, Peak registered overseas sales of 530 
million yuan ($86 million), accounting for 20.4 
percent of the company’s total revenue, up 
7 percentage points from the previous year, 
which cemented Peak’s status as one of the 
most famous Chinese sportswear brands over-
seas.

Since Peak started implementing its global 
expansion strategy in 2005, it has gained great 

popularity overseas—reaching strategic 
cooperation agreements with world-famous 
sports organizations like the National Basketball 
Association (NBA), the International Basketball 
Federation (FIBA) and the Women’s Tennis 
Association. It has also signed contracts with 
prestigious basketball teams like Miami Heat, 
Houston Rockets and San Antonio Spurs and 
nearly 20 top players including Tony Parker and 
Shane Battier, as well as forging partnerships 
with a cluster of sports organizations, such as 
the New Zealand Olympic Committee, the 
Slovenia Olympic Committee, and the German 
Basketball Federation. 

In 2013, its sales in the U.S. market almost 
doubled, and for a time, the market demand 
for Peak-brand star basketball shoes even ex-

Peak Lands A Slam Dunk

Peak’s President Xu Jingnan (center), 
CEO Xu Zhihua (right) and CFO Cai 
Jiahao (left) at the press release of the 
company’s 2013 financial report 
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centers in Beijing, Guangzhou, Quanzhou and 
Los Angeles and acquired more than 40 inno-
vative technologies and patents.

Promoted by preeminent NBA stars and 
FIBA competition events, these products have 
won extensive recognition from professional 
institutions and consumers. What’s worth men-
tioning is that its TP9 basketball shoes, which 
feature Gradient Dual (a technology by Peak), 
were honored as one of the top 10 basketball 
shoes in 2013 by Counterkicks, a Sneaker 
website. Its GH3, which was designed for NBA 
star George Hill, ranked fifth among the top 
10 basketball shoes in 2012 and 2013 in a list 
compiled by Complex Sneaker.

Due to the extraordinary functionality and 
affordability their products offer, Peak’s sales 
success comes as no surprise. Its TP9 is sold 
for more than 100 euro in Europe and 600 
yuan ($97) domestically. Despite the high price 

tag, recently, an initial order of 20,000 pairs of 
exclusive signature basketball shoes was unable 
to meet the market demand, setting a sales 
record unparalleled in Peak’s history.

Leading the recovery
Despite the whole sportswear industry being im-
mersed in the downturn, Peak first saw signs of 
a rebound in the second half of 2013. According 
to statistics, the total value of orders placed at the 
order-placing meeting for the third quarter of 2014 
rose 10-20 percent year on year, when calculated 
on the basis of wholesale prices.

In response to the sluggish market, Peak 
took the initiative to shift from wholesale to 
retail by adopting a strategy of “horizontal mar-
keting,” to improve its operating conditions. Its 
number of distributors increased from 59 in 
2012 to 66 in 2013. Meanwhile, the number 
of branch stores directly run by distributors has 

risen by 36 percent, with the 
area of each store expand-
ing from an average of 86.7 
square meters in 2012 to 
88.6 square meters in 2013. 
Its market sensitivity has 
been substantially improved 
by encouraging distributors 
to open more direct stores 
and shutting down small, 
low-efficient retail outlets. 
Since more new products 
have been put into the 
market with fewer discounts 
and promotions, distributors 
have also seen their profit-
ability boosted.

“Peak will try its utmost 
to open up overseas mar-
kets by promoting itself at 
the Sochi Winter Olympics, 
FIBA Basketball World Cup 
and Nanjing Youth Olympic 
Games, so that it can provide 
global consumers with bet-
ter services and products,” 
said Xu Zhihua.  n

ceeded supply in European countries. The great 
success achieved by Peak has helped distribu-
tors in second- and third-tier markets build up 
confidence in the Chinese manufacturer. Only 
this February, Peak sealed agreements with 
distribution agents in four countries including 
Sweden and the Philippines. Now, it boasts 40 
international distribution agents, and sells into 
more than 80 countries and regions.

Peak’s President Xu Jingnan predicted its 
products would nudge further into 100 coun-
tries and regions in the next three years.

Brand value
As the sporting goods market becomes more 
and more mature, consumers are increasingly 
showing an inclination toward hi-tech, fashion-
ably designed luxury products. This may go 
some way to explaining why Peak has opened 
four international development and research 

Advertorial

http://www.bjreview.com MARCH 27,2014  BEIJING REVIEW  43

cfp


A woman browses a selection of Peak 
shoes at a store in Xinjiang County, 
Shanxi Province
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For an author who 
writes novels about 
cryptography, it 

must be said Mai Jia has, 
himself, an enigmatic pres-
ence. Speaking at one of the 
flagship events of the eighth 
annual Bookworm Literary 
Festival, the author’s pose is 
calm and pensive as he reclines, 
listening as his interpreter in 
whispers rapidly translates the 
questions asked by the event’s host 
into Mandarin. But though his body 
language is relaxed, his eyes are alert 
and alive as he scans the audience. He exudes 
a curious type of latent electricity.

An English-language translation of Mai’s first 
novel Decoded was recently released, receiving 
plaudits from critics on both sides of the Atlantic. 
Some have speculated that Mai is the first of a 
veritable tsunami of Chinese writers whose work 
will soon flood foreign shores as China goes full 
steam ahead to open itself both culturally as well 
as economically. The plot concerns one Rong 
Jinzhen, a semi-autistic mathematical genius 
who, in the 1960s, is tasked with cracking two 
elusive codes, both designed by a former friend 
and mentor.

Mai admits that there is a lot of himself 
in his literary creation. Rather heartrendingly, 
he admits that as a child, he displayed autistic 
tendencies and found it very difficult to make 
friends. The fact that his family enjoyed a very 
poor reputation did not help matters. Growing 
up during the “cultural revolution (1966-76),” 

Decrypting Mai Jia
A Bookworm Literary Festival event gives fascinating insight 
into what makes one of China’s top writers tick By Eric Daly

his father was a right-
ist activist and one 
of his grandfathers 
a landlord, circum-
stances which, to 
say the least, would 
n o t  h a v e  b e e n 
viewed favorably at 
the time. Saying that 
it would be difficult 
to imagine an exact 
Western analogue, 
he says that it would 

be like having a father who 
was a convict and a mother who 

was “involved in a certain illicit profession,” a 
remark that elicits gasps of laughter from the 
audience.

Owing to his family’s low status, Mai was 
often subject to teasing and bullying. Thus, 
he found solace in his diary, which he admits 
was his only friend and “pressure valve.” 
He maintained the practice of keeping a 
diary from the age of 12 until 33. Though 
he claims this habit helped him enormously 
in his development as a writer, it didn’t aid 
him in the development of his social skills, 
he compares the process both to “an addic-
tion” and a “double-edged sword.” Although 
he recommends that writers keep a diary, 
he adds, with wry humor, “in moderation.”

Neighbor of spies
Echoing Mai’s childhood troubles, the original 
Chinese version of Decoded, published in 
2002, had a difficult birth. It took 11 years to 

write, an arduous process that brought him “to 
the brink of despair,” and the work represents 
a labor of love for the novelist. Although he has 
personally adapted two of his novels for the 
screen, he states that he never wants to see 
Decoded in another medium. It also broaches 
subjects that may have, understandably, ruffled 
some feathers at its time of publication.

Mai describes himself not as a spy but a 
“neighbor of spies,” claiming that his university 
was a recruitment ground for people working 
in intelligence and that he himself was almost 
recruited but, owing to a twist of fate, ended up 
working close by in publicity and telecommuni-
cations instead. Mai also claims that redeeming 
his family’s reputation after the “cultural revolu-
tion” ended was a key factor in his deciding to 
join the army.

Having recognized his unique talents, his 
superiors recommended that he go to work as 
a writer. Shortly prior to his first novel’s release, 
concerns were voiced that the book may reveal 
state secrets. Reasoning that he would withdraw 
the novel if there were widespread consensus 
that it indeed did compromise national security, 
Mai sought the consul of his old colleagues, the 
cryptographers.

An official committee was formed, com-
posed of 23 cryptographers who examined the 
work in detail. Out of 23, 21 returned the verdict 
that the novel contained nothing potentially 
damaging. Mai says that this reflected a change 
in the national psyche, as he claims that 30 
years prior, the verdict would have likely been 
unanimously against publication. Indeed, Mai 
said many in the committee thanked him for 

Decoded, by Mai Jia,  
Olivia Milburn, 

Christopher Payne 
(Translators)
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as his novels and the adaptations of same have 
provided public recognition for the highly secre-
tive work they do and the difficulties such work 
engenders.

The personal vs. the political
One of the major themes of Mai’s talk was his 
championing of the personal over the politi-
cal. He deems his categorization as a writer 
of spy thrillers “unfair” and says his protago-
nist, Rong, is more akin to British World War 
II codebreaker Alan Turing than James Bond, 
someone who “pays the ultimate price” out 
of fidelity to his country.

When the topic of Edward Snowden is 
brought up, he describes him as being the op-
posite of Rong, someone who betrayed national 
interests, ironically, out of a similar sense of fi-
delity. He also says that individuals such as Rong 
and Snowden may never be fully understood 
from a purely political standpoint.

Although Mai opposes the practice of spy 
craft, he does so for very unusual reasons. He 
claims that most governments practice surveil-
lance both domestically and internationally, 
limited only by the technology at their disposal, 
and that there is nothing wrong or illegitimate 
about this per se. His problem is with the crip-
pling emotional and psychological toll such 
work takes on individuals.

With reference to Decoded not contain-
ing any sensitive information, this may be 
ascribed to Mai’s special talent for circum-
scription and evocation. An oft-repeated 

writerly maxim is “show, don’t tell,” and even 
though the novel concerns the highly tech-
nical work of decrypting, it contains not one 
figure or mathematical diagram. What it does 
perfectly, however, is to evoke what it feels 
like to undertake such work.

In its latter two thirds, Decoded lurches 
from a colorful and tangled account of a fam-
ily’s history into the realm of psychological 
horror. Decryption is compared to the process 
of finding one of a limitless number of keys for 
an infinite number of doors. If one thinks they 
are on the right path to breaking a cipher, they 
can spend years and years pursuing a dead end. 
In short, decryption takes people highly predis-
posed to obsession and sets them loose in a 
maze from which they may never break free.

Mai mentions during the talk that the 
psychological effects of undertaking such 
work are far more interesting to him than 
the details of the work itself. Citing his eight 
months of army training, a length of time he 
terms “just enough,” he states that not hav-
ing been too close to the process in fact may 
help the writer, as they don’t “lose touch with 
reality” and can rely on their imagination to 
help fill in the gaps.

Translation vs. decryption
It is quite apt in this case that the process of 
literary translation is not entirely unlike decryp-
tion. Turning what is to a non-Chinese audience 
an arbitrary and incomprehensible set of sym-
bols into a living, breathing narrative in another 

radically different language is no inconsiderable 
feat. With regard to the novel’s prose, Mai mod-
estly attributes its elegance to the “beautiful, 
classical style” of his translator, Olivia Milburn.

However, it can be said that even the most 
ingenuous of translators cannot synthesize 
something that was not already of a sterling 
quality into something that works as well as 
Decoded does in a second language. Aside 
from the freshness of Mai’s treatment of his 
thematic concerns, the reader’s eye is drawn 
to his singular talent for description. Early in the 
story, when discussing the protagonist’s great-
great-grandmother’s nightmares, he describes 
how “the flames licking the incense in the bra-
zier often flickered uncertainly with the force of 
her high-pitched shrieks.”

Also apparent is Mai’s skill in plotting. Like 
his compatriots in the mystery genre his later 
work inhabits, Agatha Christie and Daphne 
du Maurier, Mai is able to create initially slow-
burning narratives that abruptly kick into a gear 
so compulsive as to not merely grip the reader 
but grab them by the throat and throttle them. 
Decoded is an original, thought-provoking and 
masterfully crafted work that is sure to whet 
Western audiences’ appetite for further transla-
tions of Mai’s work and, indeed, those of his 
contemporary Chinese literary counterparts.  n

liuyunyun@bjreview.com

About Mai Jia
Mia Jia (real name Jiang Benhu), born in 1964, is one of China’s noted contemporary 
writers. He resides in Hangzhou of east China’s Zhejiang Province, and is the president 
of the Zhejiang Writers Association.

He has published a trilogy of espionage novels, the first of which, Decoded, has 
been published in Spanish, and more recently in English by Allen Lane, an imprint of 
Penguin Books. Mai personally adapted his second work for Chinese television and 
wrote the screenplay for The Message, the 2009 film adaptation of the final novel in his 
trilogy.

In 2008, he was awarded the Mao Dun Literary Prize, the most prestigious accolade 
of Chinese literature.
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During his visits to Kazakhstan and 
Indonesia in September and October 
2013 respectively, Chinese President Xi 

Jinping called for the joint development of an 
economic belt along the Silk Road and a mari-
time Silk Road for the 21st century. These are 
two major initiatives that China has put forward 
to deepen the reform and opening up and ad-
vance diplomacy with its close neighbors. 

The Silk Road spirit
Over 2,000 years ago, the industrious and brave 
people of the Eurasian continent opened sev-
eral trade routes connecting major civilizations 
across Asia, Europe and Africa. Together, these 
routes were referred to as the Silk Road by suc-
ceeding generations. Countries large and small 
along the routes all reaped considerable benefit 
from the Silk Road. China learnt a lot from other 
countries, just as those countries learnt from 
China. The Silk Road made exchanges of goods, 
knowledge, people and ideas possible, as well 
as promoting economic, cultural and social 
progress in the countries connected by it and 
facilitating dialogue and integration between 
different civilizations.

The 21st century is an era dominated by 
peace, development and cooperation, but 
it also features a complex international and 
regional landscape. In this context, the Silk 
Road has become all the more important and 
precious as a symbol of peace, cooperation, 
openness, inclusiveness, mutual learning and 
resilience. As our ancestors treated each other 
with respect as equals, worked for their mutual 
benefit and rose above occasional hostility 2,000 
years ago, is it all the more pressing for us today 
to carry this invaluable legacy forward. It is cru-
cial that the international community embraces 
the spirit of the ancient Silk Road, brings it up to 
date, instills it with greater dynamism, and real-
izes its value in this new age.

Regional cooperation  
Asia, now known as an engine of global growth 
and a key driver for economic globalization, 
plays a critical and increasing role in the shaping 
of the international landscape. Meanwhile, Asia 
faces multiple challenges, old and new, includ-
ing mounting pressures to stay vibrant. It will be 

the common goal of all Asian countries to con-
solidate and maintain the favorable situation of 
peace and development in Asia, build a stronger 
consensus between one another, enhance the 
awareness of a community of shared interest 
and shared destiny for a harmonious Asia, and 
achieve the comprehensive rejuvenation of all 
Asian countries. 

The development of economic belts along 
the Silk Road and the Maritime Silk Road will create 
greater connectivity across Asia’s sub-regions, and 
help the establishment and improvement of the 
continent’s supply chain, industrial chain and value 
chain, thus bringing Pan-Asian and Eurasian coop-
eration to a new level. 

Profound changes are taking place with 
respect to global growth, trade, investment and 
capital flow. Eurasian countries, all of which are 
in a critical state of transition and development, 
desperately need to unleash their potential 
and that of the region, create more growth 
and make their economies more dynamic and 
more resilient in order to fend off risks. 

Although there are obvious differences in 
history, culture, religion and level of develop-
ment, Eurasian countries need to give scope 
to their advantages, follow a path of diversified 
development, and build diplomatic ties while 
constantly seeking common ground. Personnel 
exchanges, cultural interactions and dialogues 
are of the utmost importance. 

For China, unbalanced development re-
mains a problem, especially between its eastern 
region and central and western regions. To 
solve this problem, it needs to promote the 
transfer of resources and industries between 
different regions, allowing for the resource-
based and geographical advantages of the 
central and western regions and tapping their 
potential for exchanges and cooperation with 
neighboring countries.

The state of China’s relations with the rest 
of the world finds expression, first and foremost, 
in the changing relations between China and its 
neighbors. Whether or not China can continue 
to live harmoniously with its neighbors and 
help them along the way will have an important 
bearing on the way China conducts its rela-
tions with the world. China has adhered to the 
policy of building friendship and partnership 
with its neighbors and abided by the principle 

From the Past to the Future 
 By Zhong Sheng
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multilateral financial cooperation, set up finan-
cial arms for regional development, bring down 
transaction costs, enhance the capacity to fend 
off financial risks through regional arrangement 
and make the region’s economy more com-
petitive globally.

Amity between peoples holds the key to 
sound relations between states. Countries need 
to shore up popular support for their state-to-
state relations, promote inter-cultural dialogue, 
and enhance exchanges, understanding and 
friendship among different peoples.

The ancient Silk Road was mainly about 
trade in goods, while cooperation along the 
new Silk Road now can have a much wider 
scope. Priority areas and early-harvest projects 
may include infrastructural connectivity, trade 
and investment facilitation and industrial coop-
eration as well as cultural and people-to-people 
exchanges. 

The key pilot zones for development, as 
well as the selected border ports and harbors, 
can serve as testing grounds for cooperation. 
All the projects and modalities of cooperation 
are designed to translate advantages of political 
relations, geographical proximity and economic 
complementarity into strengths of practical 
cooperation and sustained growth, with the aim 
of achieving an uninterrupted flow of goods, 
sound governance, social harmony, mutual 
benefit and common development.

When President Xi proposed the economic 
belt along the Silk Road, Kazakh President 
Nursultan Nazarbayev expressed support and 
suggested that an information Silk Road be giv-
en priority. Leaders or senior officials from other 
Central Asian countries, Russia, Afghanistan, 
Ukraine and some West Asian countries called 
the economic belt along the Silk Road an im-
portant, constructive and timely initiative that 
meets the trend of the times and suits the 
needs of all sides. They expressed readiness for 
active participation. Foreign Minister Davutoglu 
of Turkey told the media that the economic belt 
initiative would bring about new opportunities 
for regional and global economic development. 
India, Pakistan and other South Asian countries 
as well as Southeast Asian countries gave their 
support to the initiatives. Business communities 
in many countries followed the development 
with great interest.  n  

of bringing harmony, security and prosperity to 
its neighborhood. It needs to participate more 
actively in international affairs including those 
involving neighboring countries. The initiatives 
will also help unite China, its neighbors and 
other Eurasian countries on the issue of devel-
opment strategies, build an even closer network 
of common interests, and bring integration of 
respective interests to a higher level, whereby 
China and all countries in the neighborhood can 
benefit from each other’s development and the 
common development of the whole continent.

The development of economic belts along 
the Silk Road and the Maritime Silk Road has 
been made possible by economic cooperation. 
The construction of such economic belts has 
taken ideas and suggestions for cooperation 
and development from many sources. The 
development will rely on existing bilateral and 
multilateral mechanisms between China and 
other countries and utilize existing platforms of 
regional cooperation that have proven effec-
tive. The countries involved need to open their 
mind to the various cooperation initiatives and 
mechanisms, take a more pragmatic approach, 
and make existing mechanisms more effective 
and mutually reinforcing. The parties involved 
may consider linking together their projects— 

both those planned and already underway—to 
allow for greater cost-effectiveness.

Bringing tangible benefits 
The countries involved will be able to discuss 
strategies and policies on economic devel-
opment, coordinate their positions through 
consultation, formulate corresponding plans 
and measures for cooperation and give regional 
economic integration the “green light” in their 
countries both through policy and law.

There is need for improvements in 
cross-border transportation infrastructure. A 
transportation network that links Asia’s sub-
regions, connects Asia with Europe and Africa, 
and effectively addresses the existing inad-
equacies of connectivity and transportation in 
regions targeted by the project is needed. 

Regional countries need to study the is-
sues of trade and investment facilitation while 
making the proper arrangements accordingly, 
removing trade and investment barriers, and 
promoting economic circulation and improve-
ment in the region.

They also need to promote greater trade 
settlements in local currencies and more cur-
rency swap schemes, strengthen bilateral and 

The Silk Road Catwalk: More than 1,000 fashion brands from China and Central Asian countries hold a joint show in 
northwest China’s Xinjiang Uygur Autonomous Region in September 2013
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The author is an American living in Hohhot, north 
China’s Inner Mongolia Autonomous Region

My expat friends are always telling me 
modern Chinese society is undergoing 
rapid and perhaps destructive change. 

My response is to tell them that the Chinese have 
historically been open in acquiring and incorporat-
ing foreign objects and technologies, and that this 
process has made China a great nation. It is a myth 
to think that Chinese people have only recently—
since the opening-up policy starting in the late 
1970s—become interested in Western ideas and 
things. For example, many common items every 
Chinese knows and uses today were imported 
from outside: the ubiquitous thermos flask, bicycles, 
and several foodstuffs including potatoes, peppers, 
and tomatoes. Bicycles even symbolized Chinese 
society before today’s modernization. Yet the 
bicycle is a European invention, while potatoes and 
peppers originate from South America. These are 
only a few examples of products incorporated into 
Chinese culture in recent centuries. Significantly, all 
of them have become a natural part of everyday life 
in the Middle Kingdom. Likewise, China has given 
the world many gifts as well, with the four famous 
inventions being papermaking, the compass, gun-
powder and movable-type printing.

In the 19th century, throughout the world, 
Asia and China included, the idea of modernity 
was equated with anything European. In China, 
for example, in Xiamen, southeast China’s Fujian 
Province, there are still many European pianos, 
all of which were imported in an attempt to 

nation. Despite mandates from above, the bot-
tom line that the common people will absorb 
anything new, if it is practical, and ignore politi-
cal connotations. 

There is an attitude today among some 
postmodern scholars to label this process of 
acculturation as negative, and to accuse the 
global economy of wreaking havoc on Asian 
cultures, by infecting them with Western ideas. 
By circulating Western commodities and tech-
nology, some say that Chinese culture has 
become corrupted by materialism. The Internet 
has been blamed for destroying traditional val-
ues and creating a homogenized global culture 
that threatens “true” Chinese identity.

I beg to argue this point by reemphasizing 
that Chinese people have always incorporated 
not only products, but also social practices 
from outsiders, and they have adapted these 
things, creating their own unique Chinese style. 
Many of the things absorbed have been used 
in ways that their benefactors did not imagine 
or intend. Furthermore, such modification and 
transformation ultimately strengthen a culture, 
rather than destroy it, because they bring forth 
new opportunities and a higher standard of 
living for the masses as well as the elites. Thus, 
what is actually taking place in today’s China is 
not acculturation but rather inculturation: the 
acceptance, transformation, and indigenization 
of goods, ideas, and technology.

In short, an interdependent and mutual 
relationship exists between the foreign and the 
Chinese, between the exotic commodities and 
the Chinese consumers. Scholars who study 
the relationship between people and things, 
local and global, track how cultures adapt and 
change over time, noting that ideas and goods, 
as well as language, are always in flux. Some 
postulate the greater the exchange, the greater 
the change, which in turn strengthens the pos-
sibilities for a group’s cultural survival. Thus, the 
Chinese nation, in demonstrating its openness 
and flexibility to new ideas, new trends, and new 
technologies, is also demonstrating its strength 
to the world at large.  n

teach Chinese children mu-
sic using European musical 
instruments. These grand 
pianos, hauled laboriously to 
such remote places, symbol-
ized modernity, and it was 
felt that by playing such an 
instrument, one became a 
member of contemporary 
society. 

In China, however, as 
elsewhere, foreign objects 
were also charged with politi-
cal meaning. Some Chinese 
nationalists resisted the 
importation of alien objects 
and cultures, deeming them 

imperialistic. Despite political tensions involved 
in the importation of foreign goods, by the 19th 
century, ordinary Chinese people were utilizing 
oil lamps, automobiles, and later, electricity and 
energy from nuclear power. 

Many foreigners lament the loss of so-
called traditional Chinese culture, yet no culture, 
Chinese or otherwise, ever remains static. 
Historically, Chinese culture has always been 
open to new ideas and trends. Through Chinese 
innovation, foreign goods and ideas have been 
smoothly assimilated over time; for example, 
street cars, electric lights, radios, even tooth-
paste and chewing gum. In addition to material 
goods, Chinese students who have studied 
abroad have returned to their homeland, 
bringing creative foreign ideas. These overseas 
Chinese are trendsetters, because they under-
stand their own culture and can instill positive 
change at home by transplanting what they 
have learned abroad. 

This global exchange of goods, services, 
and ideas has been the Chinese norm for 
centuries, with the Yuan Dynasty (1271-1368) 
possibly being the most innovative period of 
time until present decades. Certainly this mix-
ing and diffusion of cultural ideas and goods is 
a global phenomenon. But due to varying Sino-
political attitudes, Chinese hybridization has 
run a gauntlet—from total rejection to total 
obsession—as different Chinese leaders have 
tried to determine the best ways to guide their 
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COUNTRY OF BICYCLES: 
Bicycle riding has become 
a new exercise to keep fit in 
China

Everything Changes,  
Nothing Perishes
By Valerie Sartor
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