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In recent days, I’ve been silent following dramatic reports about Alipay being “broken-up” and that the 
Chinese government is taking over credit in China.  The primary reason for my silence was that I needed 
time to regain my composure rather than scream in anguish.  
 
Frankly, the hysteria surrounding all things China these days is quite shocking and painful for me.  I 
genuinely want better relations between China and the West, and it saddens me to see every 
conceivable move made by Chinese regulators spun as evil and nefarious.   
 
I certainly do not underestimate the magnitude of the changes to China’s big techs in recent months, 
and they are without question profound.  I am also sympathetic to foreign investors who have paid 
dearly for the changes occurring as China changes the relationship between society and big tech.   
 
For the record, I do not claim that I foretold these changes.  I did not.  Some of the minor issues that 
manifest as far back as 2018 were on my radar, but the scope of changes we are now seeing is not 
something I and many others never predicted. So, again, I do not claim to have a crystal ball.   
 
Still, even without great predictive powers, the reporting surrounding Alipay and the government’s use 
of credit data are so unhinged that they seem not to have any historical perspective.  More importantly, 
they seem to lack any view of the credit situation on the ground in China.  
 
So let’s take a look at the headlines and see why I’ve been upset, and you’re not getting the straight 
story:  
 



Alipay’s “break-up?” 
 

 
 

This headline makes “break up” the lead item when it is demonstrably not true.  A casual reader 
would think that Alipay was separated in corporate structure from Ant. 

Financial Times, September 14, 2021 
 
Demonstrably untrue.  In January, the China Banking and Insurance Regulatory Commission (CBIRC) split 
Huabei and Jibei lending platforms into a new unit, “Chongqing Ant Consumer Finance.”  This isn’t new, 
but most importantly, this is not a “breakup” as the credit entities are still Ant owned.  That the new 
credit entity would require greater autonomy from Alipay, where it once resided, is no surprise, and 
“splitting off” the app makes sense for many reasons I will cover in detail in the next section.   
 

Splitting off credit from Alipay is no disaster, it's good for users. 
 

 
 

Yes, the above headline is accurate but read below to see why. 
China’s digital universe is ending its Wild West days and needs regulatory intervention  

Finanical Times, September 13, 2021 
 
Splitting credit off the Alipay system into a separate app will provide a better and safer experience for all 
users in China.  The existing system where Alipay had payment from savings and credit combined made 
it hard for many users to discern which account funds were coming from and increased their credit 
exposure.  
 
Sadly, in many cases, the Alipay app intentionally made credit the primary source of funds, not bank 
deposits. A gross breach of trust that made many users spend from credit and not from savings 
accounts.  This is precisely why so many Chinese people have a love-hate relationship with Alipay. 
 
I love #Ant and #Alipay and openly confess my bias; it is a great company!  That said, it is far from 
perfect, and this is what happened to me a month ago. When adding Alipay as the payment account for 



my Didi car service app, the app automatically selected to pay through credit, not through my bank 
account.  This is gamification at its worst and sadly shows poor stewardship of peoples’ credit.  
 

 
 

Screenshot showing how adding a new payment source to my Didi app (an Uber ride-sharing service) 
automatically defaults to Huabei credit payment.   

If you aren’t paying attention, you’ll pay with credit, not with bank savings  
Image: Rich Turrin 

 

The never-ending double standard 
 
Below are two actual headlines run by newspapers. Read them carefully to understand the full 
implications 
 



 
 

“It is part of the CCP’s authoritarian quest to bring about a wholesale transformation of Chinese 
society. 

Knowing that every transaction can be monitored by a state-owned credit agency  
will have a chilling effect on China’s society.” 

Financial Times, September 14, 2021 
 

 
 

Maxine Waters, D-Calif., noted that creating a credit reporting agency that is consumer-oriented 
“would be a major upgrade over today’s broken, biased credit reporting system.” 

USA Today July 2, 2021 
 
So let’s make it clear, the US is considering nationalized credit ratings, a model that China already has. 
With this nationalization, both countries will acquire large amounts of data on their citizens.  Let's look 
at the motivations behind them: 
 
The US is considering creating a national credit reporting agency for these reasons from the Demos 
Think Tank: “Replace our failed for-profit credit reporting system with a public credit registry will benefit 
consumers and reduce racial wealth inequality.” The US experience is driven by the view that the 
existing private rating agencies have profit-making as their top priority and create inequality. 
 
China has far more limited credit reporting and, as a result, in 2018, created central bank-backed 
Baihang credit with leading credit providers.  Here’ why from my book Cashless:  
 
“China has never had an independent or government-backed large-scale personal credit rating service 
like FICO or Experian to centralize loan data. Unlike the West, where credit histories are so well-
established that they now may start before adulthood, in China credit is a relatively recent 
phenomenon. Cards have mostly been the province of the wealthy. Kapron Asia reports that in 2015, 
the PBOC had data on only 25% of the Chinese population. In 2019, after a year of operation, Baihang 



reported that it had credit data on only 150 million residents, showing the limits of public credit system 
data.“   
 
Both countries are solving the same problem of the unavailability of credit to their most vulnerable 
populations. Both are looking to the public sector as the best potential means of delivering credit.  So it 
is tough for me to square why China’s government getting credit rating data is a crime against humanity, 
while in the US, similar plans are an enlightened opportunity to reduce inequality.   
 
It never ceases to amaze me how frequently China and the West converge on similar solutions, and the 
West’s is considered reasonable while China’s an egregious crime of some form.  For another recent 
example of this double standard, look at China’s new Personal Information Protection Law based on the 
EU’s GDPR. 
 

Data sharing is no disaster 
 

 
“The PBoC set up Baihang and made the fintech giants shareholders in the new company in an 

attempt to break the tech giants’ oligopoly on credit data. But the new shareholding scheme has not 
smoothed the path to co-operation.”  Financial Times September 19, 2019 

 
Given the above, it is clear that data sharing with credit agency Baihang was long overdue. Ant and 
WeChat refused to share any data with state-run Baihang credit back in 2019.  Interestingly, data 
sharing is the norm in the West, and Visa, Mastercard, and banks all share credit performance with 
credit rating agencies like Experian.  That there is a need to share personal credit performance is well-
accepted in the West, why is it so controversial in China?  China's lack of a system to share credit data 
was at the root of the massive P2P loan crisis, and these changes are long overdue. 
 
What data sharing really means is still unclear.  Ant has stated that its credit scoring is based on some 
three thousand different bits of data that it collects on its systems.  Giving Baihang all three thousand 
will likely be meaningless to them.  What the state does not have is the IP behind the credit rating 
system.  In essence, Alipay is likely giving the government a lot of data that they will find quite useless.  
Even if provided with an actual rating, the know-how of interpreting the data is critical.   



 

Alipay as a premium product and this is good for Ant 
 
These new developments leave Ant with finality over its structure and operational model.  This data-
sharing arrangement was the last piece of the jigsaw puzzle to fall into place, and Ant’s new operating 
structure is now complete.  This is good for Ant and good for Alipay.  It is also the same structure that 
Tencent’s lending activities will use on WeChat.  The regulators have not singled out Ant; they have 
applied these new structures evenly to all payment platforms and online lenders. 
 
Alipay will do fine!  Splitting off the loan portion of Alipay into a separate app is undoubtedly less sexy to 
fintech aficionados than having it all on the same platform.  That said, it is hard to see where opening a 
separate app will cause many users of Alipay’s loan platforms to decamp for another loan provider.  This 
has already been tested in the market in recent months.  With a reduction in credit limits for Ant’s credit 
business, some of Ant’s customers were forced to use other credit platforms.  These users found that 
competitors' rates were higher and that Ant’s credit was a better product.  Alipay, Ant, and their 
subsidiaries Jibei and Huabei are still at the top of the credit food chain and will likely be more sought 
after than ever as a premium product.  
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Cashless is available here: 
https://www.amazon.com/Cashless-Chinas-Digital-Currency-Revolution-ebook/dp/B0925JY69H 
 
Also available on Apple Books (51 countries), Barnes & Noble, Kobo, Walmart, OverDrive, Gardners, 
Scribd, Libri, Baker & Taylor, 
 

 


