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INTRODUCTION


China’s Silicon Valley has evolved over the past two decades to be a potentially dominant worldwide tech leader in the near future. From copiers to originators, Chinese tech titans are showing the way forward with leading-edge advances that rival the West.


“Do you use WeChat?” I get this question all the time. Yes! I use WeChat a lot, in China and sometimes in Silicon Valley. It’s the easiest way to stay in touch with my Silicon Dragon community of US-China entrepreneurs and venture investors. With China-created superapp WeChat, you can text or chat in groups or one-on-one; transfer cash to peers; pay bills; get a loan within seconds; buy movie tickets; find nearby friends; order groceries; shop for fashions; and post videos, news, emoticons, and photos. No need for a business card. You just exchange a barcode-like QR (quick response) code on your smartphone and, presto, you’re connected. WeChat is super innovative—it combines the functions of Facebook, Twitter, Skype, WhatsApp, Instagram, and Amazon.


WeChat has more than 1 billion users worldwide, and it’s hard to beat it for work or for play. A San Francisco venture capitalist completed a term sheet for an investment deal in Beijing entirely on WeChat. Fans surrounding a Bay Area venture investor speaking at a Shenzhen conference connected instantaneously with him by scanning his WeChat QR code from their smartphones. Even beggars in China’s major cities carry smartphones with QR codes to receive donations. Cash and email are things of the past in China.


WeChat is just one of many Chinese innovations that is revolutionizing the future with advances that are still rare in the West. China’s e-commerce startup Pinduoduo makes online shopping on your mobile for bargains truly social and fun. China’s 15-second video streaming app TikTok amuses tweens and can make online performers into rich celebrities—it’s what comes after YouTube and Instagram. The world’s most valuable artificial intelligence startup SenseTime uses facial recognition on city streets for public security checks. China’s electric carmaker NIO stands a chance in its home market of beating Tesla.


China is creating a tech universe that is a counterweight to the long dominance of the United States. In many sectors—mobile payments, e-commerce, electric vehicles, and livestreaming—the Chinese are far ahead. In other deep tech sectors, such as the semiconductors that power electronics and smartphones, American chip makers beat China’s national champion.


China has a history of copying Western technology ideas. No more. China beat the United States in landing the first spacecraft on the moon’s far side. A Chinese scientist claims his research led to the world’s first gene-edited babies. The entire bus fleet in Shanghai and China’s southern tech hub Shenzhen is electric. A robot dentist in China was the first to insert 3D tooth implants in a patient. Facial recognition systems catch jaywalkers on LED screens at intersections and scold them on WeChat. Sensors on lampposts collect and send pollution data to the government, which issues advisories to stay indoors when pollution is too severe. China engineered the world’s longest sea bridge (over 34 miles) connecting Hong Kong, Macau, and the mainland Chinese city Zhuhai, with a price tag of $20 billion.


China’s tech inventors of the future are on fire. For American business and political leaders, it is no longer a good bet to ignore China as the nation advances technologically and seeks to reclaim its once world-leading economic position of centuries ago. China entrepreneurship is hot and showing no signs of cooling down. While trade and technology leadership issues heighten, China innovation accelerates. China’s game-changers are already on par with and, in some cases, ahead of the United States. Failure to acknowledge this shift will mean losing advantage to a fast-moving, cutthroat competitor in a high-velocity digital market.


Predictions that China could win a global tech race were once considered laughable. But in the span of little more than a decade since I wrote Silicon Dragon,1 which was the first chronicle of China’s emerging Silicon Valley, the world’s second-largest economy and its expanding tech empire can no longer be underestimated.


Today, young people in China looking for role models think of Robin Li, Jack Ma, and Pony Ma (founders of Baidu, Alibaba, and Tencent, respectively) more than they do Amazon’s Jeff Bezos, Facebook’s Mark Zuckerberg, or Steve Jobs of Apple.


High-tech China is inventing the next new thing at a rapid clip in frontier technologies: artificial intelligence, biotech, green energy, robotics, and superfast mobile communications. China also is angling to get ahead in fifth-generation wireless standards, which is being compared in impact to the invention of the Gutenberg printing press.2


Large sweeps of the Chinese economy—transportation, commerce, finance, health care, entertainment, and communications—are being reimagined and reshaped by China’s assertive effort to forge ahead by leveraging technology. Chinese consumers today are demanding the latest gadgets, and more of them can come up with the dough to pay for the iPhone X than ever before.


China’s high-tech giants have dominated in their hyper-competitive homeland for several years. Now that they have gained insights into how Silicon Valley does it, they ambitiously seek to use their knowhow, capital, and scale to become fire-breathing dragons globally. They are stepping onto the world stage and getting recognized by Wall Street, Main Street, Capitol Hill, academia, and the media. The Chinese have arrived and are succeeding at:


•buying into US cutting-edge startups, coinvesting with Sand Hill Road venture capital firms, and spanning out to Southeast Asia and Israel to counter American domination


•fast-tracking and popularizing innovative business models in China that the West is copying: virtual gifts, social commerce, AI-powered news and video apps, and one-stop superapps


•building giant consumer and enterprise ecosystems of mobile payments, online shopping, deliveries, games, and videos that new entrants can’t penetrate


•owning and using technologies for smart cities, smart homes, smart workplaces, and smart cars


•inventing the future for mass commercialization of electric cars and self-driving, errand-running humanoid robots, and combined AI and big data to improve cancer diagnoses and care


China has shed its image as the world’s low-cost producer and flagrant copier of Western internet and mobile brands to become a breeding ground in today’s tech-centric world for disruptive breakthroughs not seen to such an extent since the Industrial Revolution of the eighteenth and nineteenth centuries. China’s scale, innovations, speed of execution, and determination to rejuvenate the country and reclaim its glory for the riches, power, and exotic goods that so amazed Marco Polo in his travels to China during the Middle Ages are unmatched. China’s innate inventive talent gave us silks, gunpowder, paper, the compass, movable type, and the abacus—and tomorrow, it will unlock more discoveries. Its entrepreneurial clusters in Beijing, Shanghai, Shenzhen, and Hangzhou are challenging America’s Silicon Valley, Silicon Beach, and Silicon Alley for inventiveness, speed, and commercialization of the future for work, play, lifestyle, and connections.


For the first time, China tech innovations are getting ahead of Silicon Valley, and at a fast tempo. Some examples:


•Facebook imitates private group messaging features from Tencent’s ubiquitous social messaging app WeChat.


•Chinese drone maker DJI, located in the southern city of Shenzhen, is best in class and the world market leader.


•Alibaba’s “New Retail” brings digital technologies and robots into the marketplace to make shopping more convenient and efficient—ahead of Amazon and Walmart.


•Huawei high-end smartphones have been compared favorably with the iPhone X for advanced features and cost and have been popular worldwide—though the China-made phones are effectively banned in the United States due to security concerns and face blocks to Android updates.


•Apple has copied the business model of Chinese smartphone maker Xiaomi by loading up iPhones with subscription content.


•Personal drones to fly passengers short distances as if the Jetsons weren’t just a fantasy, thanks to Chinese startup EHang.


•Battery-swapping stations for electric vehicles in China quickly extend driving ranges, without the driver lifting a finger, but haven’t gone mainstream in the United States yet.


•China’s WeChat Pay and Alipay mobile payments beat Apple Pay and Google Pay for usefulness and adoption.


•On-demand ordering and delivery of takeout orders by super-speedy scooters are replacing restaurant dining and preparing food at home, a growing trend in China that is starting to spill over into the United States.


•WeChat messaging and chats have almost eliminated email and phone calls in China.


In China’s fast-moving digital markets, new business ideas and online fads catch on quickly. Mobile apps can fade within a week among a restless, young generation who know what they want and don’t want.3 China’s mobile, savvy millennials and Gen Z youngsters mostly in their teens, twenties and thirties, who make up more than half of China’s population compared to one-third in the United States, quickly take to all kinds of new techie ways of doing things.4 For instance:


•It took Chinese messaging app WeChat only three years to reach half the country and now almost everyone in China.


•Giving virtual gifts to online content creators, celebrities, and key opinion leaders happened a couple of years ago in China’s booming video streaming market, and the concept is only now catching on in the United States.


•China’s dockless bike-sharing business originated in Beijing and Shanghai, and shared bikes popped up more than a year later in Seattle, San Francisco, and Washington, DC.


•A Sesame Credit system scores individuals based on financial status, such as balances held in Alipay accounts, number and influence of online friends, bill payment timeliness, and other data to give creditworthiness scores that can be used for personal credit and even certain social benefits, like premium seating in an airport lounge. China’s less restrictive data privacy rules and acceptance of “Big Brother”–like monitoring systems could be adapted outside China (but probably not the United States).


•Alibaba’s mobile shopping app lets new-car buyers be identified by facial scans and pick up their vehicle from a five-story, unmanned vending machine. Could this work in Detroit?


•Coffee is ordered by mobile app and then speedily delivered in spill-proof cups for a small fee from battery-powered mopeds on the fastest routes configured by AI, while bicycle messengers are still the norm in New York City.


•Apps probe data from smartphones, such as battery life and frequency of unanswered calls, and can algorithmically determine an individual’s credit-worthiness and automatically issue microloans to previously unbanked people—a practice that US privacy laws would prohibit.


•Supercharging stations for electric vehicles are being built out across China’s major cities by the government, while their use remains limited in the United States.


•Short video entertainment apps with low-brow content are popular among farmers and laborers in remote, rural areas of China, while the internet still doesn’t penetrate all of Appalachia.


Over the past two decades, I’ve been closely observing and documenting China’s transformation to a switched-on entrepreneurial culture, bigger and faster moving than Silicon Valley. I’ve spent many days at bustling Chinese incubators, accelerators, conferences, workshops, and networking events—including Silicon Dragon’s own events in Beijing, Shanghai, Hong Kong, and Taipei—that foster the exchange of ideas and help startups get up and running. I know and have interviewed China’s forward-thinking, risk-taking venture capital leaders and resourceful entrepreneurs who are jump-starting young businesses that have gone on to be big winners. I’ve seen China’s venture and tech ecosystem spread out nationally and strengthen from its original base in Zhongguancun Software Park next to Beijing’s well-regarded, tech-oriented Tsinghua University. This story of China’s tech economy future continues to be fascinating to experience and cover, particularly from a Western, journalistic perspective.


“China is going to eat Silicon Valley’s lunch. It does not make me happy to say that. Pick any single area you want, China is on the right side of the equation. You can argue some of it is because of government protection but at the end of the day, entrepreneurs work harder in China than in the United States; there is equal amount of money; four times the population; and four times the domestic consumer market as that market becomes middle class.” That’s the strong view of Gary Rieschel, founding managing partner of Shanghai-based Qiming Venture Partners, a leading venture firm actively investing in both the United States and China. He goes on to point out China’s progress in biotech is on par with the United States and that China will inevitably dominate the electric vehicle and autonomous driving markets. “If things don’t change, the scale of the market, the number of graduates, every single aspect of the infrastructure that China has put together, in 10 years we will be talking about, ‘how do we save the entrepreneurial spirit in Silicon Valley.’ ”




“China is going to eat Silicon Valley’s lunch. It does not make me happy to say that.”


—Gary Rieschel


Founding managing partner, Qiming Venture Partners





Rieschel knows full well the key factors driving China’s push to win the global tech race, from working and living in Shanghai for eight years on the front lines of China’s techno-charged environment. China’s workaholic, determined entrepreneurs are quick to get new technologies commercialized. Chinese people voraciously embrace the latest apps, games, payment services, social media, and online shopping. Venture capitalists fund cutting-edge startups in artificial intelligence, self-driving cars, electric vehicle batteries, biotech, robotics, drones, and augmented and virtual reality. China’s huge digital markets—the world’s largest for the internet, smartphones, e-commerce, and mobile payments—are spurring advancements that go mainstream quickly. Not least of all, the Chinese government’s protectionism and concerted nationalistic policies propel China to become a world-leading innovative country. Don’t blink or you will miss this growing challenge to America’s technological power.


Go to China and see for yourself. You can’t help but be impressed by China’s high-speed national railways and smoothly paved, multilane highways that connect huge cities, long-span bridges, new airports, tall skyscrapers, glistening shopping malls, palace-like corporate parks, and professionally designed coworking spaces. China’s clean and contemporary central business districts make hubs in New York City, San Francisco, and Los Angeles look dirty and dated. I can recall when Shanghai and Beijing construction cranes dotted the cityscape; when oxen-drawn carts came into Beijing from rural areas; and when China’s internet startups were housed in dingy walk-up buildings. Now those startups are located in ultramodern corporate campuses. I remember when there were only a few Westernized hotels in Beijing, and now Hilton, Hyatt, and Marriott have many luxury properties. It wasn’t long ago that the Friendship Store was the only place to buy peanut butter. Today, McDonald’s and Kentucky Fried Chicken are everywhere. I see Nike shoes and Coach handbags being sold in upscale shopping malls. I remember when bikes were the main way of getting around and well recall when China’s new car owners made traffic jams so terrible it took two hours to get to an appointment across town. Now shared bikes, scooters, and mopeds clog the streets. AI-powered surveillance cameras positioned at intersections monitor traffic flow, collect data, and track people. Architectural wonders stand out, like the CCTV pants-shaped building in Beijing, the bottle opener–shaped Shanghai World Financial Towers, and the aptly nicknamed Bird’s Nest stadium, built for the Beijing Olympics. How could I forget that few in Silicon Valley wanted to hear about China’s catch-up to the West. Now, it’s talked about a lot, in a worrying way.


Over the past few decades, the world’s second-largest economy has pivoted its central long-term economic strategy from manufacturing and exports to consumer goods, and now a techno-nationalism. While China is leading in many of tomorrow’s advances, it trails in fundamental technologies, such as semiconductors, where the country relies on foreign high-tech know-how.5 China, however, is on a mission to close that gap.


Leapfrogging to Copied from China


In less than two decades, China tech innovation has evolved and gone through three phases of development: from copy to China, to invented in China, and now today, the biggest trend to watch is copied from China, meaning US companies duplicate Chinese innovations.


China’s first-generation internet entrepreneurs unabashedly created copies of successful American startups Yahoo!, Amazon, Facebook, Google, and eBay. Intellectual property protections were scant. Now Chinese technocrats are breaking boundaries with their own disruptive innovations, taking them overseas and getting copied by Westerners. Chinese internet companies are no longer dismissed as mere copycats of Google, Facebook, YouTube, and Amazon—as they were when my Silicon Dragon book first was published in 2008.


Now, made-in-China business models built for a mobile-first generation are advanced and widely used. There are multifunctional superapps, mobile wallets, mobile shopping in groups, mobile videos and streaming, mobile books, and mobile news apps with no editor. This world-on-a-screen is extended by social sharing features baked into these apps.


No other country in the world can match China’s startup zeal. Founders in Beijing, Shanghai, Hangzhou, Shenzhen, and China’s tier-two cities are tireless, persistent, and driven to succeed. No fear of failure here; it’s fear of missing out. Entrepreneurs and venture investors schooled in the West at elite universities such as Stanford, Harvard, Princeton, and Yale, and PhDs trained at top engineering schools like MIT, Caltech, UC Berkeley, and Carnegie Mellon keep returning to China to make their startup mark. Managers with international experience are recruited from well-known US tech companies to drive global expansion of Chinese companies from Beijing—at least until their lungs protest from the polluted environment. Startup teams in China routinely work 12 hours per day, six days a week, or “996,” as it’s commonly referred to in US-China tech circles. It’s a reminder of Silicon Valley all-nighters during the late 1990s dotcom boom when China’s entrepreneurial boom was only percolating. “China and the US are at different points of economic development and motivation. China’s entrepreneurial culture does make Silicon Valley look sleepy,” says Hans Tung, managing partner at leading venture investment firm GGV Capital in Menlo Park. Mike Moritz, partner at top-tier Sequoia Capital, can’t help but agree. He points out that Chinese entrepreneurs who routinely work 80 hours per week are making their Silicon Valley peers look “lazy and entitled.”




“China’s entrepreneurial culture does make Silicon Valley look sleepy.”


—Hans Tung


Managing partner, GGV Capital





When traveling to China, as I’ve done more than 100 times for work, I’ll often have breakfast or lunch meetings on weekends in Beijing or Shanghai. That rarely happens in Silicon Valley, where skiing, golfing, sailing, and walking over the Golden Gate Bridge fill up the weekends.


Necessity being the mother of invention, what’s propelling China today at full speed ahead toward global tech leadership?


•China’s Soviet-style thirteenth five-year plan for 2016–2020 to boost economic development by accelerating indigenous innovation, mass entrepreneurship, research and development, and patents to burst open as an innovation nation by 2020 and a technological and scientific world powerhouse by 2050—timed to the 100th anniversary of the Communist Party of China.


•A state-led blueprint, “Made in China 2025,” to close the gap in technology leadership by building national firms into globally competitive tech champions and gaining technological leadership in emerging sectors including robotics, new-energy vehicles, biotech, power equipment, aerospace, and next-generation information technology—all to achieve supremacy.6


•The nation’s “Internet Plus” plan to build up China’s companies as world-class competitors in mobile internet, big data, cloud computing, and Internet of Things.7 The proposal’s focus on optimizing health care, manufacturing, and finance by leveraging internet connectivity and big data.8


•Chinese president Xi Jinping’s Belt and Road initiative to build a twenty-first-century Silk Road land and maritime trade corridor that could outdo America’s postwar reconstruction Marshall Plan to foster economic integration with neighboring countries, boost demand for Chinese products, and develop China’s poorer western provinces.


•A state-led $15 billion China New Era Technology Fund to invest in startups and cutting-edge technologies9—and to acquire expertise from abroad when indigenous development is not possible.10


•China’s venture capital market that nearly equals Sand Hill Road in size and impact, and measures up with mega-financings, and growing share of unicorn-financed startups globally.11,12 Chinese digital content app ByteDance ranks first as the world’s most valuable privately held startup.13


•Tencent’s and Alibaba’s rank in the top ten publicly traded companies for market valuation, in the same league as Microsoft, Apple, Amazon, and Facebook.14 A decade ago, not a single China internet company made it into this tier.


•China’s increasing number of tech companies going public on major stock exchanges. In New York, 31 Chinese companies raised $8.5 billion in 2018, with highly innovative electric carmaker NIO and social commerce upstart Pinduoduo out in front and several more China IPOs have followed in 2019.15


•China’s push to put their stamp on technology startups overseas. From 2010 to 2018, Chinese deal makers made 1,315 tech investments globally, investing $99.8 billion, with a considerable chunk in the United States.16


•China’s gains in national R&D spending to $409 billion, catching up to the United States at $497 billion,17 and predicted by the National Science Board to soon surpass the United States.18,19


•Huawei’s fifth-placed spot worldwide in R&D investment, ahead of Intel and Apple.20


•China’s climb in patent applications—from seventh place globally a decade ago to second today,21 at 21 percent of the total worldwide, not far behind the United States, the longtime leader at 22 percent. China is predicted to surpass the United States for patent filings within two years, if current trends continue. Huawei’s lead, by far, as the world’s top filer for new patents.22 China’s rank as second worldwide for patents in use—29 percent of a total 13.7 million patents compared to 40 percent for the United States.23


•China’s 4.7 million graduates in science, technology, engineering, and math, outnumbering 568,000 for the United States, and predictions that China’s STEM graduates will rise 300 percent by 2030.24


•China’s new lead over the United States in academic scientific research papers to 18.6 percent of the world’s science and engineering publications—426,000 papers from China as opposed to the United States at 409,000.25


•China’s leading share of the top 500 speediest supercomputers globally—202 compared to 143 in the United States—an important part of China’s grand plan of technical prowess.26


•China’s world-leading number of internet users (829 million) and smartphone users (783 million), several times larger than the United States’ at 293 million and 252 million, respectively.27


•Huge untapped potential since internet penetration in China is 58 percent compared with 89 percent in the United States.28


While China’s sheer size and fast economic development means that it leads in many indicators, it’s undeniable: China is on a tech upgrade that will challenge the West for leadership of the global economy for the coming decades just as America dominated the industrial and information revolution in the past century. A shake-out will occur if Silicon Valley doesn’t recognize and respond to these leading signs of a massive power shift. While the United States is king of the tech hill, other Silicon Valleys have sprung up in Tel Aviv, London, Bangalore, and elsewhere—but most powerfully in China.


As China doubles down on its goal to achieve supremacy with national high-tech champions that can compete globally, separate spheres of power are forming: China in Asia and the United States in the West. China’s tech giants are getting ahead quickly in the fast-growing Asian region—proximity and consumer familiarity with Chinese brands and digitally advanced features helps. The tech universe of the future will be regional innovation powerhouses moving in parallel with neither dominating worldwide.


One thing US tech leaders can’t do much about is the uneven playing field—American companies can’t get beyond the Great Firewall of China’s internet censorship and reach Chinese consumers directly. Facebook’s Mark Zuckerberg meets with Chinese leaders, jogs in front of the Forbidden City, and is learning Mandarin, but Facebook remains off-limits in China. Blocks remain on Google, Twitter, and Instagram too—though Google has been making plans to reenter China with its controversial Project Dragon, a censored search app for China, in the face of White House pressure to scrap it. The overall effect is that Chinese internet brands own the market in this huge tech arena. I can’t tell you how many times I’ve grown frustrated with attempting to search for information in China and can’t access Google.


Few American tech companies have succeeded in China—the casualties include eBay, Groupon, Google, Facebook, and Pinterest. But Tesla, WeWork, Airbnb, LinkedIn, Starbucks, and others continue to push into the Middle Kingdom, with mixed success.


IP Theft and Counterfeiting


What could go wrong and derail China’s dream to ascend in tech? Plenty. Trade wars and tech power battles. Friction over American companies being forced to play by the Chinese government’s rules, turn over key technologies, and compete with homegrown companies that are nationally subsidized. President Donald Trump’s deepening push to get tough on China. Increased US tariffs on Chinese goods to deflate a US-China trade imbalance. Stepped-up US export controls of advanced technologies to China. Stricter reviews and blocks by Washington DC, on foreign investment in high-tech American companies. Crackdowns on cybertheft and disregard for intellectual property, such as the recent US criminal charges against Huawei. Increased visa restrictions by the United States on Chinese national graduate students in science-related fields. Blocks on China’s heavy reliance on American-designed, higher-end technologies from suppliers such as Google, Qualcomm, Marvell, and Intel—issues that came to the fore recently when a Chinese manufacturer was accused of swiping American-designed chips from Micron Technology to build a new Chinese plant29 and when Chinese telecom giants ZTE and Huawei were prevented from buying American supplies because of national security issues. These incidents have firmed up China’s resolve to cut reliance on US tech smarts to fill gaps and to grow its own core technologies, but it will take years and won’t be so easily done.


A host of issues could put the brakes on what fuels Chinese startups: curbs on China venture capital in US tech startups and a higher bar for Chinese companies to go public in the United States and use that capital to scale up in China.


Geopolitical issues loom large. Nationalization or breakups of China’s tech titans. Military conflicts over pending trouble spots in the South China Sea and China’s claim to Taiwan. Poorly implemented state-backed reforms on a local level. Growing criticism over China-styled colonialism, such as using loans to gain control over strategic locations, notably the Sri Lanka port and surrounding land. It’s conceivable that China could roll back the capitalistic reforms ushered in by Chinese leader Deng Xiaoping in the late 1970s to return to Chairman Mao’s drab communism of several decades ago.


National security and technological leadership frictions will no doubt heighten as China marches forward. Technologies we use every day—Siri, touchscreen, GPS, the internet, and the iPhone—came out of the US Department of Defense and government-funded scientists for military purposes.


“Anyone who is trying to understand China today without understanding what’s happening from the innovation perspective or what’s happening to China’s entrepreneurs, is not thoughtful,” says tech investor Gary Rieschel, a thought leader in the world of venture and entrepreneurship. “That’s a huge blind spot for a great number of policy specialists in United States working on China.”


Merit Janow, dean at Columbia University’s School of International and Public Affairs and a former deputy trade representative to China and Japan, gives her expert perspective: “Trade policies won’t fix the fact that China is investing heavily in tech R&D and education, while the United States is cutting. China innovation is gaining with large clusters of tech hubs and government support.”30




“Trade policies won’t fix the fact that China is investing heavily in tech R&D and education, while the US is cutting.”


—Merit Janow


Dean, Columbia University’s School of International and Public Affairs





China’s race to be the global leader in upcoming fifth-generation (5G) wireless mobile communications is one of the key battlegrounds. This new breakthrough will turbocharge connections and hyperconnect data from smartphones, laptops, refrigerators, dog collars, medical devices, and vehicles—and transform how homes, cities, hospitals, vehicles, and factories operate. Racing to get a first-mover advantage, China has outspent the United States on wireless infrastructure and cell sites by approximately $24 billion since 2015 and plans to invest more than $400 billion in 5G testing and development over the next 10 years.31 What’s standing in China’s way is US and foreign ally blocks of China-made core equipment in national networks over security concerns. The ban could lead China to develop stand-alone 5G networks and result in a fragmented market and higher prices for consumers and telecoms.32,33


Underpinning China’s tech economy gains are a whole host of socioeconomic issues and cultural issues that could deter China from what it considers its rightful place as a world-leading economic power, one of the richest, most prosperous, and most industrious countries in the world until the nineteenth century. Teaching that has prioritized memorization and test taking in China instead of creative thinking. An aging society and declining workforce after decades of the Chinese government’s one-child policy, which was eased to two children by 2016 but still has resulted in lagging birthrates. Censorship of information and blocks of American net brands in China that restrict knowledge, hinder creative expression, and promote conformity rather than the out-of-the-box thinking that drives innovation. And to top it off, China has to deal with pollution, income inequality, and Chinese banks’ nonperforming loans.


Whether you are a panda lover or dragon slayer, it’s hard to ignore Chinese tech ascent into the spotlight. China now represents about one-third of exhibitors at the mega annual Consumer Electronics Show in Las Vegas, where dozens of companies from all over the world display their wares. Most of China’s top tech executives speak English fluently, while the reverse is not true—except maybe Zuckerberg, who is studying Chinese.


Technology Leadership, Sector by Sector


China’s startups and tech titans alike are distinctly focused on the most progressive ideas in the digital world today and are challenging the United States in several sectors, with China-for-China innovations and business models.


Examples include:


•Artificial intelligence: Baidu is emerging as a leader in AI with driver-less-car technology and AI voice-activated smart-home devices. The United States has the technical lead, but China has the ability to innovate faster, given large data sets. It’s fifty-fifty over which market—China or the United States—will get the edge.


•New retail commerce: Alibaba and JD.com have pioneered cashless and cashier-free stores and are digitalizing China’s retailing and logistics with efficiencies in merchandising, pricing, and marketing. They are also transforming deliveries with white-glove service and super-speedy scooters. Alibaba’s futuristic Freshippo grocery stores employ robots and are more advanced and extensive than Amazon Go’s limited number of automated convenience stores in the United States.


•Mobile payments: China today is a cashless society. China’s mobile payments market led by WeChat Pay and Alipay already exceeds US credit and debit card usage.


•Fintech: Alibaba affiliate Ant Financial is a one-stop financial services giant that uses big data and machine learning to dominate in money market funds, lending, insurance, mobile payments, wealth management, and blockchain services.


•Social credit: China’s new, controversial social credit system judges a citizen’s trustworthiness through technological surveillance and encourages compliance by giving ratings that can determine access to loans, jobs, schools, and travel.


•Sharing economy: China-invented business models for shared bikes, battery chargers, umbrellas, basketballs, and takeout kitchens have been popularized by dozens of startups.


•Livestreaming: Video streaming sites from Baidu’s Netflix-like iQiyi and digital entertainment innovator YY are booming and creating online celebrities paid in virtual gifts by addicted viewers.


•Virtual reality: Arcades across Chinese cities are crowded like US amusement parks and offer VR escapes for about the price of a movie ticket.


•Electric vehicles: Makers NIO and Xpeng Motors of full-featured and well-funded Chinese electric cars with self-driving capabilities and built-in entertainment apps are being propped up by government subsidies to promote clean energy driving and push China to be the Detroit of electric vehicles. China has already emerged as the world’s largest maker and seller of electric cars. Dozens of Chinese new-energy vehicle makers have established Silicon Valley centers to upgrade R&D for next-generation all-electric, self-driving vehicles.


•Social commerce: Nifty Pinduoduo lets shoppers buy directly on their mobile from merchandisers, get coupons, win prize drawings, and earn discounts when they put together a group purchase with their connections.


Over the past decade, China’s great tech leap forward has been supercharged by an abundance of venture capital often sourced from Western pension funds, endowments, family offices, and foundations. Records keep getting set for funding sizes, IPOs, deals, and investment performance (see chapter five, page 127). China’s ride-hailing leader, Didi Chuxing, has pulled in $21 billion in funding since starting in 2012, and even took over rival Uber in China in 2016 in a groundbreaking $35 billion transaction.34 Several Chinese tech unicorns have scored blockbuster IPOs: Chinese smartphone maker Xiaomi nabbed a market capitalization of $54 billion and food services app Meituan attracted $53 billion, while shopping app Pinduoduo took only three years to go from zero to a $24 billion IPO in New York.


More Chinese tech IPOs are coming, and investors eagerly await them. Venture capitalists who are behind the rise of these tech titans have amassed huge wealth—as much as a 30 times’ return on $8 million of investment in 2013 into Alibaba. Investors in Alibaba stock have doubled their money since the company went public in 2014. More money will continue to be made as China’s tech engine accelerates.


At the forefront of China’s tech boom are its homegrown giants Baidu, Alibaba, and Tencent, collectively known as the BAT. They own Chinese search, e-commerce, social media, and gaming and are innovating across broad swaths of the tech economy. Right behind them are another group of Chinese creatives—AI news aggregator Toutiao and video app TikTok, services superapp Meituan Dianping, ride-hailing leader Didi, smartphone maker-plus Xiaomi, and many other up-and-comers in artificial intelligence, electric cars, drones, and more. China’s tech giants want power. They are supersizing by merging and acquiring many types of businesses and consolidating them under one roof. In one major recent deal, Meituan acquired Chinese bike-sharing startup Mobike for the large sum of $2.7 billion to add more delivery options to its service.


Acquisition Fever


Going global is the next push of these China-centric tech giants. China’s tech titans have invested in and acquired startups and cutting-edge emerging companies throughout leading hubs worldwide, formed Sand Hill Road venture capital units, set up R&D outfits close to engineering talent, and angled into Hollywood moviemaking in a bid for soft power.


In this outward reach, China investment in US tech companies reached $51.4 billion from 2010 through 2018, led by megadeals in America’s top trophy startups Uber, Lyft, and Magic Leap.35 Recent US regulatory hurdles and a Beijing crackdown on high-priced, debt-laden deals have curbed the action. But the innovation engine keeps going, and so does venture capital from Silicon Valley and China funds to fuel it.


In the wake of heightened regulations and uncertainty, Chinese tech deal makers are shifting to smaller, highly strategic transactions in the United States and turning to more welcoming markets internationally. China’s tech titans Baidu, Alibaba, and Tencent are pivoting from the United States to “startup nation” Israel and to Southeast Asia, staking out positions ahead of the United States in a region booming with innovation that promises to echo some of China’s success.


Power Centers Split: East and West


While America struggles to get it right with making America great again, China’s nationalistic, state-led push into the modern age is undergoing its own tensions. Chinese culture has become more assertive, confident, and aggressive. I’ve noticed stress levels rising. I’ve witnessed people start to cry when someone beats them to a taxi. I’ve seen passengers who won’t shut down their smartphone when the plane is on an active runway. I’ve watched construction workers carry an injured construction coworker off of a building site and leave him in the dirt. There have been instances of murders and rapes in China’s ride-sharing services. This is not the harmonious China I remember from years back walking along Nanjing Road with hordes of people on a beautiful Mid-Autumn Festival moonlit night.


Sending an Alert


China’s shake-up of the status quo sends an alert to Western business leaders and policy makers. China’s tech influence and power grows daily. Make America Great Again slogans are up against China’s ambitiously planned policies that call for achieving self-sufficiency in tech and becoming a manufacturing superpower that dominates the global market in critical technologies.36


Silicon Valley’s continued world dominance is at stake. Everyone still goes to Silicon Valley to be immersed in technology and venture capital—and to learn its secrets to success. Not everyone travels to China to discover tech treasures. The United States cannot afford to become complacent. Let’s hope that the rise of an emerging power threatening the leading global power will not lead to a Tech Cold War.
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