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INTRODUCTION


It’s 2002 and I’m graduating from junior high.


The final weeks of the school year were drawing to a close – as was an important chapter of our lives. We spent the last school days before summer vacation unsupervised in classrooms, discussing the future with the carefree solemnity that masks the insecurities, fears and wordless anticipation of all teenagers embarking on early adulthood.


Much of the talk revolved around our plans for the upcoming summer, the prestigious new schools we were headed to, even extracurricular classes to prepare us for the grueling three years of senior high. And many of us instinctively understood how this transition would test the bonds we’d forged during our tumultuous adolescent years.


Like everyone, I carefully curated my aquamarine yearbook, then coyly shoved it in front of close friends, casual acquaintances, teachers, and the boy I had a crush on. They jotted down their names, hobbies, and horoscopes. Most left phone numbers. But the more trendy amongst them attached a line of digits they called their QQ number.


I had no idea what QQ was – few did back then, when Microsoft Windows was still a clunky, buggy program. PCs were the preserve of the well-to-do, at least in China. Steve Jobs had yet to conceive of the iPhone. Computers were something that we had access to for 40 minutes a week at school – already considered a privilege compared with other students in Beijing, let alone across the country. The dot-com bubble was a vague notion hidden in the foreign section of newspapers. In China, only less than 20 million computers had access to the internet.


I wouldn’t spare a thought for that odd moniker QQ for another two years, as I hunkered down for China’s life-defining university entrance exam, sleeping four hours a day, blocking out everything and anything that didn’t help advance my quiz skills. But as with millions across China, the name QQ gradually, almost insidiously, crept into my consciousness. And it was, in some ways, the only real thing that endured from two decades ago.


The telephone numbers my classmates scribbled hastily in my yearbook are no longer in use. Neither are the multitude of emails that ended in yahoo.com or hotmail.com. What remains is QQ and the company behind it: Tencent.


As a teenager, I had little concept of what life-long connections meant. Nor did I unduly ponder how technology morphs and shapes friendships and bonds. It’s strange to think that the social networks, people and symbols we most associate ourselves with — the basis of our modern-day identities — are so tied up with big tech platforms. And how, when these companies grow outdated, parts of our lives vanish along with them.


Tencent’s entire philosophy is to be a connector. It strives to link content, information and people, helping a billion users build their identities.


Its story is about the struggle to stay relevant, to avoid the fates of the many technology giants that have made way for newer models. This book is about that struggle, and the story of a company whose success eventually threatened its very existence, potentially upsetting the political overlords at home.


It’s a story about a company that many outside China – not unlike much of my junior high class two decades ago – struggle to grasp, years after it overtook Facebook in 2017 to become the fifth largest company in the world.


Little known to people beyond the tech community, Tencent’s sphere of influence extends far beyond its home turf. It reaches the screens of hundreds of millions of global gamers via titles like Fortnite and movie-goers via Hollywood blockbusters like Men in Black: International and Venom.


Backing some of the most popular global goods and services, including Tesla, Reddit, Snapchat and Spotify, it’s the puppet master that merges the functions of WhatsApp, PayPal, Facebook, Uber, Deliveroo, Yahoo, TikTok into one super-app known as WeChat.


Tencent has been one the world’s most powerful companies that few people outside its home turf are aware of.


That’s changing. Amid escalating tensions between China and the US, global audiences are increasingly captivated by the power-brokers in the world’s second-largest economy. From Huawei and Alibaba to artificial intelligence surveillance startups, China’s tech giants have been thrust under the spotlight. Their fate amid a sweeping industry crackdown stemming from President Xi Jinping’s campaign to ‘curb the disorderly expansion of capital’ is even more intriguing.


When I started writing this book, I was inspired by the notion of unearthing the story behind one of China’s biggest entrepreneurial success stories. For years, I’ve heard people lament how China creates the best tech entrepreneurs but few writers bother to document their stories for a global audience – the discourse has swung from pandering ­obsequiousness to casual dismissal, based on the simple notion that their achievements are of no merit because everything is controlled by the ­government. The truth lies somewhere in between.


I wanted to write a book that would open doors to understanding the broader landscape of the rainmakers who uphold China’s startup and venture capital maze, to decode the rising class of magnates underpinned by technology and capital, and more importantly show how technology services run by a presence halfway across the world could affect the lives of people living in Europe and the US. I wanted to document this era before our collective memories got distorted and we missed the opportunity to tell the stories of these entrepreneurial gladiators.


As I progressed on this humbling journey, the narrative for China’s tech industry changed drastically. What we are now facing is a paradigm shift in regulation in China’s political landscape – the government is hell-bent on reining in its biggest tech champions, which have amassed data from more than a billion users. For the Communist Party, ensuring ­stability at home – which entails keeping the rising class of wealthy, tech-savvy moguls in place before their economic aspirations turn political – is ever more pressing as tensions with the US brew.


The more important and interesting question now is: what does it take to be a successful entrepreneur in Xi Jinping’s China?


For years, Tencent flew under the radar by design. Tencent’s billionaire founder Ma Huateng, who goes by the English name ‘Pony’, shies away from media attention. His cordon of communications chieftains have swatted and stonewalled media queries with vehemence in the past. If his arch-nemesis, Alibaba founder Jack Ma (not related), is known for his high-profile, self-aggrandising personality, then Pony Ma has made a career of hiding behind the scenes.


Tracking Pony became something of a sport. It required tracing and chasing him down across cities at conferences and forums, interviewing his cotorie of confidants and conducted hundreds of interviews with Tencent’s executives and staff at a conglomerate that spans gaming, payments and finance, cloud computing, news portals, instant messaging, video and film streaming and production. In the decade that I’ve been writing about China and its bustling internet industry, documenting the rise of Pony Ma has granted me a front-row seat to understanding the unpredictability and ferocity that defines China’s startup landscape.


At its peak, half of China’s ten richest people hailed from the tech scene. Alliances and allegiances change in the blink of an eye, national champions become public enemy No. 1 overnight. To get to the top, a generation of young entrepreneurs have had to cope with the vagaries of a suspicious, if not draconian, government, while spurring on an industry bloodbath by waging all-out war with thousands of headstrong entrepreneurs intent on building the same types of businesses.


It did seem, at one point, that Pony was ready to step out of his shell. In January 2015, when Tencent was on a tear – expanding in everything from finance to gaming and Hollywood and surpassing Amazon in valuation – I sat down with him at Tencent’s headquarters in Hong Kong, along with a small group of select foreign-media reporters.


Slight and bespectacled, Ma walked into the meeting punctually, and sat across a boardroom table so wide, it seemed the sheer scale of it could help deflect unwanted interrogation. The self-conscious Chinese mogul had come a long way since his callow years as a programmer, swapping his unkempt mop of hair with a hard-part comb-over. The meeting was Pony Ma’s way of sharing his ideas about what kept him up at night, where the juggernaut was headed, and to shed light on his empire’s relationship with the Chinese government.


It was also his gambit for greater presence on the global stage. Whether it was whisking in soccer superstars like Lionel Messi to campaign for WeChat, or clandestine negotiations with Elon Musk and Evan Spiegel for stakes in their companies, Tencent one way or another has been able to insert its presence into the tentpoles that uphold Silicon Valley. ‘Internationally, China has become a leader for quite a few mobile internet products and services,’ Pony said1.


At the time, China produced two billionaires every week. The world watched what once was dubbed the Middle Kingdom leap into the digital age in broad brush strokes. Behind the hyperbole of that internet explosion – a thirty-six-fold jump in online population; the birth of one unicorn, or a company worth more than $1 billion, every 3.8 days – there was also a Wall.


The Great Fire Wall of China: one out of three people using the web access it through a filter that obscures Facebook, Twitter, Snap, Instagram, the New York Times and YouTube. In a sense, it’s a parallel ­universe, where nearly a billion people live and thrive – much to Westerners’ surprise – on China’s equivalent of such mainstays. There’s Meituan for Deliveroo, Didi Chuxing for Uber, WeChat for WhatsApp and Facebook. The services often are even better in terms of convenience and design.


That Swiss Army knife of a super-app WeChat is the most deft at merging the functions of all those mentioned above. Domestically WeChat is known as Weixin, and the company has made it a point of emphasising that they operate as two apps within and outside of the mainland. China’s deficit of privacy controls also means its companies and government have an edge when it comes to collecting the data that empowers the algorithms that screen, monitor, name-shame and, sometimes, imprison its citizens.


The dynamics between companies and the authorities are like no other. Way before China began its unprecedented crackdown on the internet sector, I sat down once with an official and talked about the vicissitudes that startups and entrepreneurs endure. ‘No matter what kind of hotshot you are, we will always have a way of showing you who’s boss,’ the person said, making an off-hand remark about Pony Ma. ‘Don’t think because you control a billion users and moved to Singapore or some overseas country that we can’t do anything about you.’


The person then delved into how when regulators felt Tencent needed to be taught a lesson, they would step up censorship efforts, block or shut down web services till the company got the message. The tactics were not always conspicuous. Given WeChat’s overseas ambitions, they would sometimes disrupt its service for overseas users, delaying messages or transactions for just half a minute. ‘That small hold-up is more than enough to drive users crazy and make people ditch the app altogether,’ the person said. ‘That’s how you show them some colour.’


The Wall no longer resides just within China. When Chinese people travel outside of the country, the Wall follows them via their telecom providers. A person using a China Mobile SIM card is barred from roaming on Google even after venturing beyond the country. Authoritarian nations in Africa, Southeast Asia and Russia see the appeal of the model. They too want to create their own intranet.


As the internet splits in two, aligning itself between the American and Chinese models, Tencent’s story offers a window into an alternative vision of what the global online sphere could become. Silicon Valley’s unfettered techno-utopia, once deemed the superior if not sole approach, is now under siege. US President Bill Clinton famously said in 2000 that controlling the internet would be like ‘nailing jello to a wall’, that liberty would spread by cell phone and modem, inviting everyone to ‘imagine how much it could change China’. With the emergence of companies like Tencent, a swathe of the world is increasingly keen to adopt China’s tightly controlled and heavily censored web. It’s a stunning ideological coup for Beijing that would have been unthinkable less than a decade ago. In December 2018, Pony joined Chinese government officials in declaring their country’s destiny to become an internet power.


Tencent’s reputation is, if anything, controversial. Permeating daily life in China – more than two-thirds of Chinese people use it for everything from texting to shopping, flirting, dating, watching videos, playing games, and ordering food and taxis – Tencent’s apps have become ideal tools for mass surveillance.


The Communist Party finds the idea of Tencent both appealing and daunting. The story behind how Ma has been able to manoeuvre under the peremptory and watchful ruling authorities is one of the most fascinating untold tales.


There’s a Chinese saying ‘Li yu tiao long men’ – ‘a carp leaping over the dragon’s gate’. Legend has it that if it manages to swim upstream and vault an arch atop a waterfall on the Yellow River, it transforms into an Oriental dragon, a snake-like creature symbolising imperial power. The story of China’s internet tycoons like Pony Ma for the past two decades is that of a generation of carp becoming dragons. The twist, though, is that these idealist geeks, who ventured out to change the world, are now shackled and have become part of a system that they wanted to change. Once self-made dragons have achieved the level of success they have in China, the more important question seems to be when and how do they bow out unscathed?


This book is written for anyone interested in these questions. It’s a book about Tencent, but also its compatriots – many of which grew up under Tencent’s wing – that together created what’s now been branded as a golden era for China’s internet industry. It’s for anyone who is a competitor, user, investor, an aspiring entrepreneur in Southeast Asia, the US or UK, an avid China watcher, an admirer of the self-made billionaire or just a curious mind asking what it takes to succeed in the world’s biggest internet market under an ever more suspicious and watchful regime – one that rivals and increasingly thinks of itself as superior to the US.


 


1 马化腾:互联网产业走出中国道路 期待更多众创空间落地浙江_科技_新华网




PART I


ORIGINS




CHAPTER 1


BOOK OF PONY


On a scorching September day, fourteen high-powered Tencent executives trudged through the far-flung western reaches of China’s Gobi Desert. They were travelling in luxury – prearranged tents, standby medical support and trucked-in water for showers. Yet some complained that the twenty-six-kilometre journey was the most brutal experience they’d ever undertaken. By the end of the first day, a petulant few petitioned to spare their blistering feet and pack their bags early.


At the front of the group was Tencent’s billionaire founder Ma Huateng, often referred to by others as Pony. The self-made engineer-turned-mogul had in past years mostly taken his closest lieutenants on annual retreats to cushy Japanese resorts or the chi-chi hotels of Silicon Valley. A two-day trek across the parched desert of Gansu – a land of endlessly marching sand dunes and fifth-century Buddhist grottos that delineates the ancient Silk Road – was a peculiar choice.


It just so happened that as they arrived at the campsite and got within network range, everyone’s cell phones started beeping. The company’s shares had just hit a record high, making Tencent the most valuable company in Asia.


There was no celebration. That night, as they huddled around a bonfire, Pony insisted on forging on. So, after a restless night battling howling winds and billowing sandstorms, the group collected themselves and headed out at 4 a.m. again.


Martin Lau, Pony’s right-hand man, would later recall how the trip offered an unvarnished glimpse into his boss’s psyche. Temperate, stoic and almost irritatingly self-aware, Pony is a quiet but doggedly persistent force who rallies people, many of whom he considers smarter by his own account, to undertake his vision.


Pony’s story is a once-in-a-lifetime tale. The reticent programmer’s worth at his peak was $34 billion, six times the lump sum of the compensation for the two hundred most highly paid US executives. His journey towards becoming one of the world’s most powerful men traces China’s own tumultuous transition from poor, walled-off nation to economic powerhouse, propelling one-seventh of humanity into the digital age.


LAND OF COMPROMISE


It’s a story of conflicts and compromise. Pony is a master of creating products so convenient and intuitive that billions of users want to join his ­network. Yet in the back of everyone’s minds is the knowledge that their every move, location and utterance is documented and potentially scrutinised, a fact they’re increasingly and openly reminded of by the Chinese government itself.


Nowhere is this contradiction more apparent than at Tencent’s headquarters, centred in the heartland of southern Shenzhen’s high-tech district. Once a fishing village adjacent to the British colony of Hong Kong, Shenzhen became the first test zone for the country’s reform and opening-up, just seven years after Pony was born. In 1979, paramount leader Deng Xiaoping circled a plot of land facing Hong Kong across a shallow strait and designated it the first industrial free-trade zone that could attract foreign investment and experiment with new – and decidedly capitalist – business models. The district, once an eighth the size of Central Park, has since expanded into the now-famous giant Shekou district, inspiring state-endorsed ballads such as ‘The Story of Spring’. Pony witnessed first-hand the city’s phenomenally rapid evolution from swamp-land to world’s factory floor, then to a sprawling metropolis melding technology, finance and manufacturing. Today, government officials like to talk about how it rivals the US Bay Area in breadth and sweep.


When I arrived in Hong Kong a decade ago, the city basked in the glory of being one of the world’s foremost financial centres. I also noted how its residents watched with horror, perhaps with a trace of awe, as its urban neighbour swelled in power and importance, chipping away at Hong Kong’s influence. Ironically, Shenzhen was once roundly disparaged by Hong Kongers as a cheap weekend getaway for saunas, foot massages, manicures and karaoke, complete with a thriving sex industry. In 2018, it surpassed Hong Kong in gross domestic production for the first time. Now one of the richest cities in China, it doesn’t want for any of the modern accoutrements of a global city: shiny skyscrapers, soaring highways, even robot fights. Its most famous corporate citizens include the controversial telecom giant Huawei, the world’s premier drone producer DJI, and of course Tencent.


Pony spared no effort when it came to building his future command centre. First started in 2012, Tencent’s newest office building took five years and more than half a billion dollars to construct. Ma handpicked NBBJ, the architect responsible for Amazon, Google and Samsung’s iconic headquarters. But the billionaire wanted it to be more than a statement of financial largesse. With its twin gleaming towers of glass and steel, he turned the building into one of the world’s biggest laboratories for new internet services and connected devices. It features holographic tour guides, conference rooms that adjust temperatures based on attendance, and alerts for the best parking spots before commuters arrive. ‘In China today, there has never been smart architecture of this scale,’ said Ivan Wan, Tencent’s then chief architect who oversaw the project. ‘Using our building as a massive testing field for the next generation of smart devices and technology is what makes this project iconic.’


What struck me was, within the halls of a building that served as a towering paean to futurism and commerce, the Communist Party’s influence was omnipresent. In its open-space reading room, alongside books about the cosmos and the ancient Greek and Roman empires, Chinese President Xi Jinping’s book – tabulating his speeches and thoughts on how to govern – featured on the most prominent shelves.


The company extols the victories of the Chinese Communist Party even in its gym. Imprinted on its 300-metre running tracks are penguin-shaped QR codes. When scanned with smartphones, it brings up stories documenting battle victories during the ‘Long March’ – the Red Army’s epic flight from the then-ruling Kuomintang army (later branded as Chairman Mao Zedong’s genius gambit to preserve the forces of the Revolution). One penguin brought up a picture captioned ‘Bloodbath of the Xiang Jiang River’, and another ‘The Witty Conquest of the Jinsha River’. ‘Party officials love this when they see it,’ a Tencent employee told me as she clapped her hands in a gesture imitating the cadres described.


Pony himself is a member of China’s legislative council, which, along with the country’s elite (mostly Party members) convenes once a year in Beijing to discuss the nation’s agenda. It’s one of the rare occasions when the mogul steps into the limelight and offers glimpses into his persona. That doesn’t mean he likes it. A flustered Pony was observed in 2019 fleeing a blogger who beseeched him to relax internet censorship. ‘Can you ask them to not keep deleting our accounts,’ the person pleaded. Pony uttered not a word as he dashed away.


His talent for operating in such an environment, a gift for survival as a private entrepreneur in a state-dominant economy, partly stems from his upbringing. Ma was born on 29 October 1971 on China’s southern island of Hainan. He began life in the midst of Mao’s violent Cultural Revolution, during which tens of thousands were persecuted – at the hand of Red Guards, sometimes their neighbours, colleagues and even their own children. Until today, few speak of the atrocities – particularly those that they themselves committed. It scarred a generation of people who were taught the value of erring on the side of caution and vigilance when it came to matters of politics.


Pony’s father, Ma Chenshu, was a native of Guangdong, a region known for industrious businessmen. A Party member, the elder Ma relocated to the balmy backwaters of Hainan after cadres were asked to help with economic development. He rose through the ranks of the local port authority, taking stints as an accountant and then a resource planner. Decades later, the island would become famous for fostering – at the time – the boom to end all booms, when a generation of young people was consumed by avarice and the pursuit of asset wealth only to be crushed by the bursting of a massive property bubble.


The Mas resided on the island’s western tip, an area inhabited by the Miao minority, known for their tattooed faces, silver accessories and vibrant clothing. At night, a young Pony gazed into a sky full of stars, piquing his interest in astronomy. He clearly clings to his memories of growing up there, as Tencent would later choose Hainan as a key base for cloud-computing and a data centre.


Pony was thirteen when his father was reassigned to a Shenzhen state-owned port company. Leveraging his knowledge in finance and accounting, he became a manager, then board director of the company, giving his son an invaluable introduction to the intricacies of the corporate world.


PI DIGITS


Second child to an older sister, Pony was quiet, well-behaved and largely unnoticed during his school years, according to his teachers. At thirteen, he was a scrawny figure of little less than five feet, always sitting in the front row of the classroom. One thing that stood out was an obsession for telescopes. As a child, he crafted one based on instructions from a popular kids’ science magazine. Pony says he still remembers that, in April of 1986, he was the first in his school to spot Halley’s Comet thanks to a high-end 80-millimetre telescope that cost 700 yuan, four months of his father’s salary, which he got for his fourteenth birthday. It didn’t come easily. His initial pleas were dismissed. But his mum spotted in his backpack one day a journal in which the teenage boy declared that his dream of becoming a scientist had been squelched by his parents. His father eventually gave in and bought him the telescope. Pony used it to snap a photo of the famous comet, which he included in an essay that he mailed to Beijing as an entry in a science competition. He came in third. After Pony grew fully immersed in the digital world, he would seek solace in his childhood obsession. ‘Doesn’t the internet look like an uncertain, forever exploding galaxy?’ he once said1.


It was in middle school that he would meet three of his co-founders for Tencent: Xu Chenye, Chen Yidan and Tony Zhang Zhidong. All of them attended prep classes for the Math Olympiad, an international competition extremely popular among Chinese students. Only Pony joined an astronomy club. The teenagers would often spend time competing to recite Pi digits in the hallway after class. At one point, Chen recalls, they got to about a hundred digits.


Pony and his friends’ obsession with STEM – science, technology, engineering and maths – was partly rooted in educational policies geared towards nurturing the talent needed to jump-start the country’s industrial manufacturing apparatus, an attempt to get the economy back on track after decades of turmoil. For the first time in a century, China seemed to be on the brink of actual lift-off. The winds of change were stirring. In Pony’s school, people repeated epigrams such as ‘shi bu wo dai’, meaning, time will not wait for me.


Then something happened just a year before Pony attended university in 1989. A rift in visions for economic development – state-driven ­versus market reforms – led to factional conflict within the ruling Party that eventually spilled into the public domain. Thousands of students took to the streets of Beijing, occupying the capital’s iconic Tiananmen Square, demanding democracy and the freedom to write their own destinies. It so happened that Mikhail Gorbachev, General Secretary of the Communist Party of the Soviet Union, visited the city around that time – the first head of state to travel to China since the two countries severed ties more than three decades earlier. The foreign press covering that summit were captivated by the protests that subsequently erupted into a global spectacle. ‘Unbelievable, we all came here to cover a summit, and we walked into a revolution,’ a CNN correspondent in Beijing said at the time.


After weeks of agonising debates, a purge of the Party’s liberal ­faction ensued, and the government rolled in the tanks to crush the movement. That period in history has now been wiped from Chinese textbooks and the domestic internet sphere. It also templated the formula for dealing with dissent ever since – to maintain the one-man rule that defines the Leninist state that China is, only absolute loyalty to the paramount leader is of importance. It taught the Party to always keep tabs on public sentiment so as to nip protests in the bud. And no surveillance vehicle has been as powerful and efficient as the country’s now ubiquitous internet service providers.


It was because of the turmoil that many parents, including Pony’s, decided to let their children stay put in Shenzhen. He scored 739 out of 900 in his university entrance exam, enough to get him into Tsinghua or Peking University, the highest echelon of the nation’s education arena. Instead, he enrolled in local Shenzhen University, a school that was only five years old and so nascent that it was encircled by farmland. There was no astronomy major, so the inveterate star-gazer opted for computer science. ‘Pony Ma’s class was the best batch of students ever,’ Hu Qingbin, Pony’s coding teacher, recalled. ‘No one failed in class. This never happened before or after their year.’2


Pony was known among his college classmates as somewhat of a geek, an epithet that followed him through life. ‘I was trained as a software engineer. I’m an entrepreneur, but I’m not eloquent because of my background,’ Pony once said3. His middle-school classmate Xu Chenye also attended the same university. The two often jogged in the mornings and competed at memorising English words. At school, the usually quiet and diffident Pony developed a maverick streak, periodically hacking into university computers. When he locked the hard drives, even the administrators weren’t able to free them. He rapidly earned a reputation as a computer maven. His talent was unmistakable: for his undergrad thesis, he created a software program to predict share price movements. Parts of it even touched on using artificial intelligence to forecast stock trends, a cutting-edge idea for his time.


Pony was twenty-two when he scored his first entrepreneurial coup, selling his stock-trading program to the company he was interning at. Cautiously optimistic, he asked for 50,000 yuan, about three years’ salary for a fresh graduate. To his surprise, the company agreed on the spot.


That’s how he knew he was on to something big. Halfway across the world, a tech boom was in the making. The then-revolutionary Mosaic web browser came into being the year Pony graduated from college, making it possible finally for the masses to access the internet. HTTP was the new-fangled tech that triggered a spurt of growth, and Silicon Valley was wrapped in euphoric exuberance.


Pony’s first job-hunt attempt went surprisingly well. He bumped into an acquaintance in a bookstore who told him a pager-maker called Runxun was hiring. He went in for an interview, touted his experience writing software and got an offer the very next day. For the benefit of those born in the smartphone era, pagers were a small device people used to clip to their belts, which vibrated or beeped to tell you someone wanted you to call them. It was a status symbol, the ‘it’ gadget back then. The budding entrepreneur witnessed his employer’s boom then bust in just the five years he worked there. His salary jumped eight-fold, but he grew dissatisfied being one of myriad dime-a-dozen middle managers.


It was in the virtual world that he found his voice. In 1994, Pony grew captivated by something called FidoNet. This was a network that enabled emails and file-sharing between bulletin boards, themselves a popular form of communication before the advent of low-cost internet connections. Pony was intrigued by how one could meet people from all corners of the country who share a common interest. ‘I felt like it opened up a new door, it was the start of the internet,’ he said years later.4 He set up his own bulletin board, naming it ponysoft. Unlike the internet, FidoNet allowed just one user per telephone line; so he set up four phones and eight computers at home, costing him nearly 50,000 yuan. It meant spending almost all of the money he got from selling his software. That’s a pattern Pony clung to throughout his life: when he has his heart set on something, he doesn’t hesitate to invest.


The reticent geek became a completely different person in the virtual world. ‘He would just prattle on and on,’ obsessing over technical challenges and responding to every issue raised by visitors to his bulletin board, fellow netizen Li Zonghua said.5


In fact, Pony was to become so comfortable in the digital world that he was later to find his future wife there. He would go on to chat anonymously with a music teacher called Wang Danting for three months, before meeting her in person. Love swiftly blossomed and the two would go on to marry six months later. But all of this wouldn’t be possible if Pony and his team hadn’t created their first hit internet product: QQ.


CAMBRIAN EXPLOSION


In April 1994, China and the US for the first time agreed to link up their internet. The National Computing and Networking Facility of China, a state-backed project, leased a dedicated 64K line through Sprint Co. China was officially, now, part of the world wide web.


It ignited a Cambrian explosion of the Chinese online space. Jack Ma, a thirty-one-year-old university English teacher, set up his first website in May 1995: an online yellow pages that allowed companies to post information online. Charles Zhang Chaoyang raised $1 million from US investors, ditched his dream of becoming a physicist, returned to Beijing and eventually founded one of China’s largest online portals, Sohu.


The tidal wave of change made Pony restless. While most people had never heard of, let alone comprehended, the concept of a virtual world, he had already been living it. Seeing the opportunities to come, he took action. That’s when Tony Zhang Zhidong came back into the picture in almost theatrical fashion. The two classmates had lost touch after college and Zhang was working at a rival pager company. At the time, he was looking into a malfunctioning server that he suspected was the victim of a malware attack. Zhang traced it back to Pony’s employer, Runxun. He knew of only one person who was capable of such an act; he picked up the phone and called Pony, ‘It was you, wasn’t it?’ Pony chuckled in response. ‘I was only trying to test your skills.’6


After the Lunar New Year of 1998, Pony finally reached out to Zhang for coffee. He was ready to build a startup, and he’d picked his old friend to do it with.


Back in the real world, Pony didn’t have a clue what his startup’s business model would be. The rough idea was that they would create a ­product that combines the pager and the then-nascent internet. Pony reconnected with two other classmates: Chen Yidan, who was working at the ­Shenzhen quarantine bureau, and Xu Chenye, who was part of the telecommunications bureau. They had one big problem: none of them knew anything about sales.


Enter Jason Zeng Liqing. Unlike the initial founding quartet of self-proclaimed nerds, Jason was an outgoing, articulate and towering presence. A cadre at the Shenzhen telecommunications bureau, he once convinced a local property developer to invest 1.2 million yuan in building the first walled-off compound in the country to be entirely covered by broadband. The five clicked, and Jason took on responsibility for sales. Pony would take charge of product and strategy. That division of duties between the founders, and Jason’s own dominant personality, planted the seeds of a rift that would eventually see Jason marginalised.


Pony registered a startup for 500,000 yuan, equivalent to sixty-two years of the average Chinese wage at the time. His dad helped him file for the company name. After trying out three that were already taken, he requested the moniker Teng Xun – the first character alluding to part of Pony’s Chinese name (Ma Huateng), the second meaning speed and information. In English, the name Tencent paid homage to Lucent Technologies. Because both Pony and Zhang Zhidong hadn’t officially resigned at the time, they put Pony’s mother down as owner – for about a year, the Chairman of Tencent was his mum, Huang Huiqing.


DISCO BALL


Looking back, the two years through 1999 were a watershed moment in global internet history. That was the year Jack Ma started Alibaba, which would go on to become the world’s No. 2 e-commerce company. Steve Jobs introduced the iMac. Microsoft bundled its software into its Windows operating system, triggering a US Justice Department antitrust suit. Yahoo’s Jerry Yang made it onto the cover of Time – and made one of the worst mistakes in his life when he spurned two Stanford graduates who tried to sell him their search technology for $1 million. That turned out to be Larry Page and Sergei Brin, who founded Google. Missing the internet wave during those years meant omission from an entire era.


Tencent’s early days were far from glamorous. Pony and several other co-founders set up shop in what has now become something of a domestic tech-industry landmark, the storied neighbourhood of Hua Qiang Be: a raucous electronics bazaar spanning several blocks, where thousands of vendors hawk everything from knockoff phones and laptops to sophisticated surveillance cameras. Today the government has given its main commercial drag a makeover, delineating it with gleaming skyscrapers. Peek inside, though, and one realises little has changed. Young boys and girls, many looking no more than seventeen, toil in dimly lit malls behind cramped stalls, slapping circuits on boards and wrapping packages for shipment as impatient delivery men look on. It’s a cacophonous symphony of unwinding duct-tape and uproarious 1990s disco music.


The new company’s office was a crammed 30-square-metre room with a disco ball dangling from the ceiling. Slot in a few chairs and desks and it felt jam-packed. Pony’s idea was to create a product based on the beeper business. The device was considered a status symbol, hence high-margin. But linking the company’s future to a hardware device confined growth. Devices weren’t instantly scalable like internet platforms. It was also extremely competitive. It trapped them in a rapidly obsolescent model. No one wanted to use their software either, so Pony cut the price tag on his internet-connected beeper service to a seventh of what he originally sought, barely breaking even. To generate extra revenue, they moonlit, developing software for an email system. Pony didn’t dare ask two of his co-founders to quit their full-time jobs, for fear of screwing up their lives. Tencent teetered on the brink of collapse just about every single day.


It was in a fit of desperation that Pony stumbled on a service that would save the company: ICQ, a ground-breaking online chat system created by five Israelis in June of 1996. At the time, the non-tech-savvy were using computers powered by non-Unix systems like Microsoft Windows.


Derived from the English phrase ‘I seek you’, the free-to-download product was built on the concept of a fully centralised service with individual user accounts focused on one-on-one conversations. ICQ became the first widely adopted instant-messaging platform. The huge success of the online chat system caught the attention of AOL, which bought the startup behind ICQ in 1998 in its largest-ever acquisition.


Pony was wandering the streets of Guangzhou in August 1998 when he spotted an ad posted by the local unit of China Telecom, seeking bids for developing a software system similar to ICQ. The co-founders at Tencent thought it was technically feasible but, to their disappointment, the state-owned company had already picked a supplier. A huge debate ensued on whether they should pursue a parallel project. The main point of contention was how to make money off it. The answer was no way. But Pony prevailed over his colleagues. ‘How about we nurture it first,’ he suggested.


Thus began the story of Tencent’s controversial origins – being a copy­cat. Just as many of China’s largest internet companies started out by imitating Western peers – Sohu from Yahoo, Baidu from Google, Weibo from Twitter, Alibaba from eBay – Tencent’s first hit came from emulating ICQ. In a sense it set the tone for the company’s later practice of replicating others – something that would come back to haunt Pony.


Pony’s own initial vision for his chat software OICQ was timid, to put it mildly. The subsequent explosion in user growth and his own staff surpassed his wildest dreams. Three months after founding Tencent, the co-founders launched the desktop chat service. Registered users were assigned a series of numbers for account names. Pony reserved the first username – 10001 – for himself, and kept the rest of the first two hundred for employees.


The co-founders thought OICQ would be considered a hit if it lured ten thousand users in three years. To maintain service, they conservatively estimated the company would only need about 100,000 yuan a year. Indeed, things started out slowly. ‘When users first came, nobody was in the chat room. I had to keep them company and talk with them,’ Pony recalled years later. ‘Sometimes I had to change my profile picture and pretend to be a girl.’7


CRASHING SERVERS


Two months after launching OICQ, an exhausted Pony and his co-founder Chen Yidan logged on one day after a fruitless day of trying to sell their beeper software. They were thrilled to discover that the little online message service they regarded as a sideline had hit five hundred users. They celebrated this victory with a bottle of cheap beer.


The founding team had one thing going for them: they understood Chinese users. In 1998, less than 1 per cent of the population had computers. Most people accessed the web from so-called internet cafés – smoke-filled rooms with rows of desktops, brimming with bloodshot-eyed teenagers who often spent too many sleepless nights playing games.


So Tencent made micro-innovations to the service that increased its appeal to those who didn’t own computers. Unlike competitors that only allowed users to store contact lists on their desktops, Tencent’s users could see their social network on any computer because it kept that data on its servers. Pony also made its chat software easier to download. With Chinese internet speeds at an average of 28 kilobits per second, most rival products were too big and took more than half an hour to download. Tencent was able to shrink OICQ to less than a tenth of its competitors’ size, taking only five minutes to install. And unlike ICQ, Tencent let users send messages to friends who were offline, and add strangers who were online as well. These two features laid the foundation for its eventual popularity as a social networking tool.


Those long, sleepless nights paid off. After the company fixed bugs on a daily basis and rolled out updates as frequently as three times a week, OICQ users began to spike as much as four times weekly. It grew so rapidly that Tencent’s servers were constantly on the verge of crashing.


Unlike in the US, servers were expensive in China. Tencent chief technology officer Tony Zhang almost literally beat his head against the wall finding ways to improve his algorithms and lift the computing burden off CPUs. That ingrained habit of operating off a shoestring budget helped Tencent garner much-needed tech firepower and capability in its early days that would help in later arms-races with rivals.


OICQ’s preliminary success also brought about other headaches. In early 2000, AOL (American Online), which bought the Israeli instant-messaging company ICQ, filed a lawsuit with the National Arbitration Forum in the US, accusing Tencent’s OICQ’s domain names OICQ.com and OICQ.net of violating intellectual property rights. Tencent lost the case and had to shut down OICQ’s websites. Tencent.com became the main portal for users and Pony changed his own chat service’s name to QQ instead in December that year. Tencent also voluntarily removed avatar images that were Disney cartoon characters such as Mickey Mouse and Donald Duck.


During those days, Pony was fraught with anxiety. A year into his startup, OICQ still wasn’t making money. His team needed to take on sideline assignments just to make a quick buck and sustain the business. Their service’s signature message alert – a beeping chirp resembling that of a pager’s – began to haunt the co-founders. ‘It was like a pixie who was a ghoul in a past life, always hungry,’ said co-founder Xu Chenye.8
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