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Sunday 11 March 2018, by CORSETTI Gabriel (Date first published: 11 January 2018).

The role of civil society organisations (locally known as “social organisations”) is
expanding rapidly. State institutions are purchasing social work services from social
organisations and regulating charitable fundraising. Some environmental CSOs have
forced changes in investment decisions.

Fake charities get shut down

In March, police in Guangzhou and Foshan cracked down on a number of companies suspected of
conducting pyramid schemes under the cover of fundraising for charity. Of particular note is Renren
Charity, an online rebate platform that gathered 1 billion Yuan in the space of a month. In July the
authorities detained the founder of an organization named Shanxinhui, which had illegally gained
2.2 billion through a pyramid scheme carried out while claiming to work for poverty alleviation and
equality. Many of those swindled lived in small towns in Liaoning and Guizhou.

These sorts of pyramid schemes, as well as swindling innocent people out of their money, can have a
real impact on the level of public trust in charities, which is already relatively low. Fortunately, it
appears that many of these illegal schemes are being discovered and clamped down upon.

Online fundraising campaigns go viral, create controversy

In August the fundraising campaign “One yuan paintings” went viral on social media. Launched by
the Tencent charity platform, this creative philanthropy program allowed users to buy paintings
created by people suffering from mental disabilities like autism, cerebral palsy and Down’s
syndrome. The paintings, 36 in total, were sold for prices as low as 1 Yuan. Within a few hours, the
campaign had already reached its goal of raising 15 million RMB, after which the donations function
was closed. A total of 5.8 million people donated to buy the art work.

Unfortunately the project’s success also attracted suspicion and controversy. WeChat was soon
awash with claims that the paintings were not really the work of disabled people themselves, and
that the whole project was just a scam concocted by “investors” who would end up pocketing most of
the donations, while the disabled painters would only receive “less than 10%”. It does not appear,
however, that there was any real substance to these claims.

In December another viral fundraising campaign named “you with the same birthday” (J000000),
that allows people to donate one yuan to children in poverty who share the same birthday with them,
also drew accusation of unprofessionalism and irregularities. This time the accusations appear to
have had some basis. The campaign, organized by the Aiyou Future Foundation, had violated
government regulations, because the information had not been posted on any of the official
fundraising platforms appointed by the Ministry of Civil Affairs. Some very avoidable mistakes
regarding the way that the children’s information was presented also increased public distrust. The
government investigation is still ongoing.
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What such cases demonstrate is that social media can allow well-crafted fundraising campaigns to
go viral with unprecedented speed, but it also makes it very easy for accusations and rumours to
spread, whether truthful or not. Charities must be very careful to uphold the highest standards of
professionalism when conducting such campaigns, so as not to give fuel to controversy.

Laws and regulations on the charity sector released in quick succession

2017 saw the revision of the Enterprise Income Tax Law (JJ0000), the promulgation of two industry
standards for online fundraising information platforms for charitable organizations, and the release
of the Measures for the Management of Charitable Trust (J0UJ00J00). Furthermore, the drafts of the
Interim Regulations on Investment Activities by Charitable Organizations to Maintain and Increase
the Value of Assets (J0000000000O000OCO) and of the Regulation of Information Disclosure of
Charitable Organizations (OJJ0000000) were released for public consultation. These regulations can
be seen as auxiliary to last year’s Charity Law, and represent the legal framework under which
Chinese charities will operate in the coming years.

Social organizations are mentioned in the opening report of the 19" CPC National
Congress

The 19" National Congress of the CPC opened on October 18". President Xi’s opening report
mentioned social organizations several times, in connection with the topics of consultative
democracy, community governance, environmental governance and party building at the grassroots
level, with philanthropy and volunteering also highlighted.

The fact that the role of social organizations (the most common Chinese term for non-profits) was
spoken about several times within the report is obviously an important sign, which may herald new
opportunities for China’s civil society organizations. Particularly the mention of social organizations
as a pathway towards “consultative democracy” caused many within the sector to prick up their
ears. Wang Zhenyao, Dean of the China Philanthropy Research Institute of Beijing Normal
University, expressed his hope that the report would herald more involvement of social organizations
in policy consultation and more supportive policies. Others have however expressed concern over
the lack of specific mechanisms for consultation and the lack of ability on the part of the social
organizations themselves.

The Changzhou land pollution ruling deals a heavy blow to environmental public interest
litigations

The first instance ruling in the “Changzhou soil pollution” case was announced on January 25". The
plaintiffs, Friends of Nature and the China Biodiversity Conservation and Green Development
Foundation, lost the case and were charged 1.89 million yuan in legal expenses. The case had been
brought by the two NGOs against three chemical manufacturers in Changzhou, Jiangsu province,
responsible for an old chemical factory located on land later taken over by the government.
Pollutants had continued to spread from the factory, seriously polluting the soil and affecting local
residents.

The amended Environmental Protection Law, passed in 2015, allows for NGOs to conduct public
interest lawsuits against polluters, and since then a number of high-profile lawsuits have hit the
courts. The Changzhou ruling represents a serious setback, and may deter other NGOs from
carrying out such litigations. As the first public interest lawsuit focusing on land pollution, it also
casts a light on the absence of support and legislation in this area. Besides the astonishingly high
legal expenses that the plaintiffs were charged, the organizations also faced setbacks throughout the
process of accreditation, providing evidence and verification. An appeal is still ongoing.



The Xu Yongguang and Kang Xiaoguang controversy

In September controversy erupted between two big names in China’s charity sector. The dispute
focused on the book Charity to the Right, Enterprise to Left ( J0J00000000, written by Xu
Yongguang, director of the Narada foundation and founder of Project Hope. The book wades into the
long-running debate about the “marketization” of China’s civil society organizations, making the
argument that the charity sector should be operated in a more market-driven fashion. On the 14" of
September, Xu'’s book was torn apart with rare fury in a review by Renmin University professor Kang
Xiaoguang, another heavyweight of the charity sector. The professor accused Xu Yongguang of
basing himself on an uncultured, parochial commercial stance, which sings the praises of the
business sector while playing down the role of charity, and attacked his “wrong methodology, messy
logic and evil stance”.

Professor Kang’s review caused a storm in China’s NGO world, and both sides quickly accumulated
supporters, although Xu Yongguang attempted to downplay the whole incident a few days later,
calling it a “disagreement between gentlemen”. While it is easy to argue that some of the language
used in the review was over the top and unnecessarily harsh, it is harder to take sides on the
substance of the dispute, which mirrors debates that have also taken place within the charity sector
in other countries.

9/9 Philanthropy Day hits impressive new highs

This year saw the third edition of Tencent’s 9/9 Philanthropy Day, which was also the most
successful so far. Over the three days from the 7" to the 9" of September, the event generated a
total of over 1.3 billion Yuan in donations, including 829.9 million Yuan from the public, 299.99
million Yuan in matching funds from the Tencent Foundation and 177 million Yuan from social
enterprises. The 829.9 million Yuan raised from the public came from 12.68 million donors, and
made contributions towards 6,466 charitable projects. The 2016 edition had raised 300 million Yuan
from 6.77 million donors. These impressive results can be seen as a sign of the growing public
interest in philanthropy.

The event wasn’t without controversy however. It was arranged that Tencent would provide
matching funds for every donation, up to a limit of 99.99 million Yuan for the first day, and 100
million for the second and third days. The speed with which the limit was reached on the second day,
about half an hour, raised many eyebrows. It was later discovered that a large number of accounts
had been making small, repeated donations, giving every impression that they were machine-
generated. Given that every donation generated a matching one by Tencent, it is easy to see how the
system was open to fraud. The Tencent Charity Foundation responded by asking a third party to
investigate the issue. The investigation is still ongoing. Similarly to the controversies over the viral
fundraising campaigns mentioned earlier, this affair also shows the importance of finding
mechanisms to protect fundraising drives from malpractice.

Gabriel Corsetti

P.S.

China Development Brief



http://www.chinadevelopmentbrief.cn/articles/the-top-ten-stories-of-2017-in-chinese-civil-society/



http://www.chinadevelopmentbrief.cn/articles/the-top-ten-stories-of-2017-in-chinese-civil-society/

