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Abstract

2013 was a transformative year for Chinese charitable organizations as top-down
reform of social organization policy finally intersected with evolving bottom-up
philanthropic activities and energized a new era of Chinese philanthropy.

Reform of the registration system for social organizations was the most significant
change affecting Chinese philanthropy in 2013. In early 2013, the National
Development and Reform Commission released a reform policy to permit direct
registration of philanthropic organizations. This received full endorsement from the
Third Plenum of the 18th Central Committee of the Communist Party of China
(CPC) and was encapsulated in its Decisions on Some Major Issues Concerning
Comprehensively Deepening the Reform. Shenzhen, and Guangdong Province more
widely, had experimented with reform of direct registration for charitable
organizations over many years. However, a range of soft and hard thresholds had
blocked popular charitable organizations from attaining legal status. Registration
restrictions continued to be the biggest impediment to popular charitable organization
development. The 2013 breakthrough signaled that the current system fully accepted
popular charitable organizations and this stimulated their development.

By year-end 2013, there were 541000 social organizations nationwide, an
increase of 8.4 per cent over the 499000 in 2012. This included 286000
membership-based social organizations, an increase of 5.5 percent over the 271000
in 2012, and 3496 foundations, an increase of 15.4 per cent over the 3029 in
2012. There were 251000 private non-enterprise entities, an 11. 56 per cent increase
from the 225000 in 2012. The Ministry of Civil Affairs estimated that around 80
million Chinese volunteers, or roughly seven per cent of the total population, had
engaged in various types of voluntary service, with an imputed value of CNY 1. 1
billion.

Social organization reform was also evident in the profound changes to state-

society relations in the philanthropic donations market. Shenzhen One Foundation
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had registered as a public foundation in late 2012, just prior to the Lushan
EarthquakeD. It subsequently received significantly more disaster relief donations in a
single day than the China Red Cross Society. By 30 September 2013, Shenzhen
One Foundation had received and directed over six million donations of cash or goods
valued at CNY 350 million to the earthquake relief effort in Ya’an City. The
preeminent position of social organizations in the China donation market gave the first
sign of “State Retraction and Social Advance. ” This is likely to become a watershed
event in the history of Chinese philanthropy, withprofound and far-reaching social
significance. The Ministry of Civil Affairs affirmed this and government departments
have indicated full support to the growth of popular charitable organizations in social
markets. 2013 also marked the first anniversary of government-approved public fund-
raising in Guangzhou and demonstrated that it did not destabilize the donation
market. In July 2013, Yunnan provincial government announced its full retraction
from the philanthropic donations market and participation in donation work, other
than for major natural disasters. This was a national precedent.

Social donations will exceed CNY 110 billion in 2013, and top the CNY 100
billion mark for the third time, after reaching CNY 107 billion in 2008 and 103. 2
billion in 2010. The 2013 figure is also anticipated to exceed the 2012 social
donations of CNY 88. 2 billion by 24. 7 per cent. The 2013 figure includes donations
from the foundation system, estimated at over CNY 40 billion; an estimated CNY
37.7 billion from the charity system; and CNY 22. 616 billion in charitable donations
to the civil affairs administration. Both charity and civil affairs donations increased
significantly over the 2012 figure. Moreover, total donations for 2013 could exceed
CNY 136.3 billion if government procurement of social organization service
payments and the imputed value of hours worked by volunteers are included.

Equity donations became a new highlight in 2013. The Hainan Airlines Trade
Union transferred equity valued at around CNY 8 billion to the Hainan Airlines
Foundation, making it controlling shareholder in the Hainan Airlines Group. This is
the largest single donation and largest equity donation in China to date.

Furthermore, 2013 saw a glimmer of reform in that chronic problem of the

(@ Lushan is a county under Ya'an City, Sichuan Province. The Lushan Earthquake occurred on 20 April
2013 and so is often abbreviated as 420.
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philanthropic sector-the tax system for social organizations. The CPC Central
Committee Decisions on Some Major Issues Conceming Comprehensively Deepening the
Reform stated explicitly that “ We will improve the tax reduction and exemption
system for charitable donations”. This signaled the start of tax reform for philanthropy
and is particularly good news for large equity donations. In late 2013, Shenzhen
began experimenting with a Charitable Trust Company.

These rapid changes in Chinese grassroots philanthropy in 2013 were deeply
moving.

Grassroots Chinese philanthropy experienced an accelerated transformation after
the 2008 Wenchuan Earthquake Disaster Relief effort. This was evidenced in three
major trends; grassroots orientation, accountability, and professionalization. These
three trends also intersected with, and were mutually reflected in the internet,
market economic reforms and citizen movements. Grassroots philanthropy in 2013
witnessed the start of a new era-the advent of citizen charity. Within one year, the
planned philanthropy system experienced an unprecedented shock and free and diverse
citizen philanthropy emerged with huge vitality.

First, internet thinking overturned the traditional thinking of planned
philanthropy and became the mainstream approach. The internet was no longer just a
tool for philanthropic organization fund-raising or communication but became an
essential operating environment. It was this specific environmental aspect that changed
the mode of charity sector thinking. Within the year, networks, hubs,
decentralization, platforms, crowdsourcing, group funding, philanthropic App’s
( computer applications) etc. captivated youth in the charity sector. The internet age
enabled those young people who had just created internet based charities to garner
‘red envelope’ donations through We Chat. Conversely, philanthropic groups
which had labored in community level operations for years were unlikely to receive
any funds. In 2013, the shining lights of charity were no longer star-studded Bazaar
banquets or the Ministry of Civil Affairs China Charity Conference, but Tencent’s
We Chat, Alibaba’s Taobao e-commerce and Sina Weibomicro blogs. Their strength
was not asphilanthropists themselves, but to provide a powerful way for hundreds of
thousands of others to engage in charity-this was internet philanthropy.

Secondly, market-based, cross—cutting modes of social organization were

energized and closed philanthropic circles marginalized. Cross—cutting cooperation
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blurred boundaries between business and charity and also between government,
market and society. In early 2013, Ma Yun’s speech at the Yabuli Forum appeared
like a declaration of entrepreneur engagement in philanthropic activities as the
eruption of even more interconnected and complex social problems prompted Ma
Yun, Wang Shi, Feng Lun and other entrepreneurs to take collective charitable
action.

In addition to these entrepreneurs, the new phenomenon of cross-cutting
cooperation was evident in Hainan Liberation Commonweal Foundation taking hold of
Hainan Airlines Group equity and past Premier Zhu Rongji establishing the Practical
Education Foundation. Thismarket mood and rationale for philanthropic-commercial
alliance radically transformed the philanthropic sector. Establishment of the first social
valueoriented equity investment fund, The Impact Fund, in Chinabrought impact
venture capital and philanthropic investors together to create a new fashion in charity
and to permit social enterprises to make a formal appearance in 2013.

Thirdly, philanthropywas no longer just about progressive community service
organizations. It had begun to develop basic features of a social movement with all
levels energized to engage in public policy change. Print media personality Deng Fei
and others had launched the “Free Lunch” campaign in 2012, and this sort of

y

activitytransformed into “Let the Migrant Birds Fly,” a wild bird protection activity,
to charitable support for serious illnesses and other new style philanthropic activities in
2013. The professional structure and organizational form of these collective actions
differed from the traditional mode, but proved highly effective. 2013 opposition to
the Kunming PX plant was undoubtedly the most evident example of this sort of
public interest social movement and collective action to defend public interest had an
increasing influence on policy.

These radical changes during 2013 resulted in Chinese philanthropy moving
rapidly toward a grassroots orentation, accountability and professionalism.
Moreover, these changes and the Lushan Earthquake became mutually reinforcing as
philanthropic organizations were able to display new levels of reasoning, order and
efficiency during disaster relief work. It was also the first time for groups from
different levels and fields to unite and tackle the shared challenge. This included
grassroots organizations from the affected area and across the nation, action networks,

public and private foundations, universities and even the Red Cross Society of
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China.

Overall, 2013 saw rapid development in the power of diverse philanthropic
organizations and individuals within Chinese society. National policy reform and the
transformation of philanthropic endeavor reinforced each other, and a grassroots
orientation, accountability and professionalism began to take effect. Old-style thinking
on planned philanthropy was abandoned and citizen charity began to enter the
mainstream. Clearly, in this historical stage of comprehensively deepening reform and
openingin China, the stimulation of market vitality, internal dynamism, social and

economic transformation all require significant development of citizen charity.
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