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China in the 21st century is becoming one of the world’s big-
gest powers at a speed arousing worldwide attention. This can be
witnessed not only by the steady rise of its economy, but also by
its great attention to academic research and theoretical talents cul-
tivation, and the corresponding achievements. Shortly after its es-
tablishment, the YICAI Foundation of the China Overseas — Edu-
cated Scholars Development Foundation specially set up a “ YICAI
project research group” , which did considerable basic work in the
theoretical research, talents cultivation and scientific development
of China’s public welfare causes, especially public welfare lottery
undertakings.

In order to fill in the gaps in basic academic research of
China’s public welfare lottery and responsible gambling, and to
make the research results more widely serve the society, the lottery
industry and the general public as well, the YICAI Foundation
Management Committee decided to have the annual research re-
sults which can be open to the public complied into a book series
named “ YICAI Foundation Series”. Among the series, those a-
bout lottery and gambling are named “YICAI Foundation Respon-
sible Gambling Series” .

The compilation of this book is based on the ultimate achieve-
ments of the YICAI Foundation annual research project 2011 —
2012—the Research on the Social Responsibilities of Lottery

Stakeholders. The research project, through a comprehensive
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study on the current development of China lottery and the lottery industry as well,
reviewed and summarized the macro — policy background of lottery industry and
the general situation of its development, and analyzed thoroughly the responsibili-
ties and obligations of the stakeholders in the development of lottery industry.
Based on a deep understanding of the dual characteristics of lottery, the project
also discussed how the stakeholders can better assume their social responsibilities
by giving full play of lottery industry’s positive functions while restraining its neg-
ative effect.

On behalf of the YICAI Foundation Management Committee of the China O-
verseas — Educated Scholars Development Foundation, I would like to extend our
sincere gratitude to those insiders who made great contributions to the develop-
ment of China public welfare lottery undertakings, to the expert committee mem-
bers of YICAI Foundation Management Committee and the “ YICAI Project Re-
search Group” members from Chinese Academy of Governance who participated
in the research and compilation of this book series, to Professor Ma Fuyun—head
of “YICAI Project Research Group” and the main contributor, and to China Fi-
nancial & Economic Publishing House, the publisher of the series.

Social Responsibility of Lottery Stakeholders embodies the common wisdom of
numerous lottery experts and scholars. Not only is it the basic theoretical achieve-
ments of China lottery, but also it provides an important theoretical research basis
for other countries in basic theoretical study of lottery !

That is the Preface.

Fu Xinchen
Director of China Overseas — Educated Scholars Development Foundation

Director of YICAI Foundation Management Committee
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Foreword

The currently prevalent lottery games in China like China so-
cial welfare lottery and China sports lottery originated from the va-
rious regional lotteries issued by provincial governments in the
1980s. In 1984, a lottery named Sports Development Lottery was
instituted in Beijing for raising funds for the International Mara-
thon, and also in the same year “Revitalizing Sports in Fujian Lot-
tery” was issued by Fujian government. However, these lotteries
were only confined to a single province, and the money temporari-
ly collected was just used for certain matters. Then, a lottery is-
sued nationwide by the central government appeared shortly after-
wards. On July 27, 1987, China Social Welfare Lottery Coupon
(predecessor of China social welfare lottery) was first issued as a
pilot in Shijiazhuang, Hebei Province, and later expanded to 10
provinces. This year — round lottery coupon initially shared some
features of a lottery, and gradually developed into a social welfare
lottery , marking the beginning of lottery and the lottery industry as
well in the People’s Republic of China. In August 1989, in order
to raise money for hosting the 11th Asian Games, Beijing issued
the “Eleventh Asian Games Lottery” , which was the first sports
lottery distributed nationwide. In 1993, the State Council ap-
proved the application for issuing a national sports lottery submit-
ted by the National Sports Commission ( predecessor of the General
Administration of Sport). With the addition of the sports lottery,

the basic pattern of China’s lottery industry development was
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formed and the dual — mode of China lottery management established.

Lottery financing at the beginning promoted the development of China’s so-
cial welfare and sports. Then, with lottery supervision transferred from issuing or-
ganizations to financial sectors and the lottery public welfare funds from
organizations’ internal use to unified allocation by the central government, the
transformation of China’s lottery from department lottery to the state lottery is thor-
oughly promoted, which tremendously facilitated the coordinative development of
the country’s social security, social welfare and public welfare undertakings.
With the development of the lottery industry, lottery sales gradually expanded and
more and more Chinese people participated in the games, which can be witnessed
by the rapid growth of the population of regular buyers and the rise of its propor-
tion in the country. This enabled lottery to go into people’s daily life and play
double roles in both fund - raising and public entertainment, enriching people’s
social and cultural life. Meanwhile, the institutionalization of lottery management
was also promoted. Especially after the Ministry of Finance took over the power of
lottery supervision from the People’s Bank of China in 1999, a unified lottery
management system was established, further enhancing the unified operation of
welfare lottery and sports lottery. In July 2009, the implementation of Lottery
Regulations, which was China’s first special administrative regulations compre-
hensively governing lottery issuance and management, marked the beginning of
legalization period of unified lottery management.

As Chinese are getting more and more affluent as a result of the country’s e-
conomic and social advancement, it is expected that the market size, types, and
the buyers of China’s lottery will experience a continuous growth at a high rate in
the coming period. The “12" Five — Year Plan for National Economic and Social
Development” published in March 2011 points out that the channels of issuing
lottery should be expanded so as to enrich the funds for national social security. It
can be seen from the actual use of lottery social welfare funds that China lottery
industry is gradually shouldering more diverse and important social responsibili-
ties, meeting the various needs of the state and the society. It is not only becom-

ing an important part of China’s economy as well as people’s daily life and enter-
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tainment, but also a significant means for leading social welfare undertakings and
enhancing the well — being of the people. To strengthen the healthy development
of lottery industry, safeguard the order of lottery market and ensure the lawful
rights of lottery participants are both the focuses of current China’s lottery industry
and the basic purposes of China lottery management system.

However, we should also be cautious to the negative impact brought by
China’s lottery industry and its development. With the continuous expansion of
the industry and its rising sales, the related social problems have become increas-
ingly evident. Some criminal cases associated with lottery happened, such as
“Xi'an BMW” | Yangzhou “Caishi Tower” ( also known as Shenzhen “ Caishi
Tower” ) , Handan treasury theft in Hebei Province, and Shenzhen lottery system
hacking. In addition, illegal lotteries and underground gambling cases occur in
various regions every now and then. In many places exist such “underground” il-
legal lotteries like 4D, Mark Six, football gambling and other games; while the
offshore gambling agencies try to make a domestic penetration through telephone
and online networking, making illegal gambling much more frequent and easily
accessible to ordinary people. With the development of China’s lottery industry,
these illegal lotteries and underground gambling will, if not properly suppressed,
become more prominent. The existence of the above — mentioned problems is do-
ing harm to the country’s lottery sales, regulation and the original purpose of issu-
ing lottery, bringing negative impacts on lottery’s nature of public welfare, its
credibility and the development of the industry as a whole.

It was for the purpose of raising funds for social welfare and charity that the
lottery issuance was franchised by the State Council, which promoted the emer-
gence and development of both lottery market and lottery industry in China. The
lottery, by its very nature, is to make use of people’s psychology of speculation;
therefore, its primary attribute is gambling. By taking advantage of people’s psy-
chology of taking a chance and getting something for nothing, it attracts large
numbers of people to put their small idle money into lottery, so as to raise social
welfare funds. Although the purpose of lottery is to raise funds so as to promote

the development of social welfare undertakings, the government, while exercising
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its mission of public welfare, should also avoid its disadvantages, as its funda-
mental nature is gambling. It is necessary to study how to reduce its negative
effects to a minimum, to explore how to guide lottery buyers to participate in lot-
tery market activities under the framework of law, and to analyze how to prevent
and combat illegal lottery activities.

The basic train of thought in doing the research is to first conduct a dia-
chronic analysis through literature review, and then analyze the status quo of lot-
tery development by applying empirical studies, trying to find out the existing
problems. Then, the research explores the responsibilities and obligations of lot-
tery stakeholders with their social responsibilities highlighted, attempting to dis-
cover the relationship between the ideal social responsibilities and actual ones of
the stakeholders. By strengthening the social responsibilities of different stake-
holders, the policies and advice with negative effects on lottery can be jointly pre-
vented.

This study consists of three chapters. The first chapter focuses on the back-
ground of the study and related concepts. Since the 1980s and 1990s, a rapid ex-
pansion of gambling all over the world led to a wave of gambling legalization, in
which gambling were fully open in various countries and regions, even in Singa-
pore where gambling was prohibited traditionally. As a result, China was “sur-
rounded” by casinos. Thus, China began to issue lottery tickets since 1980s. Al-
though with its development the gambling nature of lottery is strengthened, other
forms of gambling are strictly prohibited. Based on such background, this study
first introduces the basic concepts of gambling and lottery, illustrating their fea-
tures and types and describing their history as well. Then, it focuses on the e-
mergence and growth of China’s lottery and lottery industry, and the prediction of
its future trends.

The theoretical basis of the study is introduced in Chapter Two, in which the
theories of stakeholders and social responsibility are discussed. The concept and
theory of stakeholders introduced in this study are innovative ideas derived from
the traditional concept of stakeholder (the management) supremacy. It points out

that it is not only the investors who decide the development of an organization,



