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 China Seeking Dominance in 
Artificial Intelligence Arms Race

In the 1960s, it was assumed that whoever won the Space Race would 
establish themselves as the world power. The USA became that power 
in 1969 when they landed the first man on the moon. Today, we find 
ourselves in a new aged space race – this time, with artificial intelligence 
(AI). It has been said that artificial intelligence is “the key technology 
underpinning national power in the future” (Simonite, 2017), not only 
expanding commercial industry but deeply impacting military purposes 
and national security. Though the USA is widely recognised as the 
leader in AI with the highest levels of advanced technology, investment, 
research, and talent, power dynamics are shifting as a new party is 
entering the race: China. With the country’s structural advantages, 
heavy support of the government and three tech giants on its back, 
China is poised to become an industry-disrupting player.

China’s Structural Advantages 
China is endowed with two significant structural advantages that may 
help the nation soon overtake the USA in the AI race: the size and 
characteristics of its population and a strong collaborative environment.

Power of the People 
With 1.4 billion people, China’s highly technically adept population gives 
rise to its emerging status as an AI superpower. This, combined with 
permissive privacy laws, allows corporations in China access to a wealth 
of consumer data in which firms like Apple and Google are distinctly 
disadvantaged (Vincent, 2017).  Furthermore, China’s population has a 
markedly high affinity for using new technologies that enables Chinese 
corporations to test AI in ways that are not socially acceptable in the 
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west.

The underlying cultural differences between China 
and the United States shapes their interactions 
with AI. For instance, Microsoft Chatbots released 
in both countries yielded very different results. 
 Chatbots are computer programs that simulate 
conversations with humans online. While the 
chatbot was being used for its intended purposes 
in China, in the USA the chatbot was quickly 
taught a host of racist and anti-semitic slurs and 
was promptly removed from Twitter (Quach, 
2016). The different reactions to the chatbots 
highlight the contrasting readiness to adopt new 
technologies in the two countries. 

Although American firms have their advantages 
with a sizeable global user base, China’s 
mammoth of a population, paired with casual 
privacy laws and technically adept society enables 
China to cement its status as a global AI leader.

Cohesive Collaboration
Since 2016, AI patent submissions from Chinese 
researchers have increased by 200% (Vincent, 
2017). This is due to the integrated collaboration 
between firms, universities, and the government 
alike. 

While the majority of top global AI researchers 
remain American, the investment in strong 
Chinese mathematics and engineering programs 
have created a distinct pipeline, strategically 
positioned to fill the domestic talent gap.

The government is providing unparalleled support, 
including guidance for venture capital firms, 
specialized startup programs, and strategic 
research partnerships, such as the National 
Laboratory for Deep Learning.  

Last July, China’s State Council announced the 
Next Generation Artificial Intelligence 
Development Plan, which called for China to 
become a global AI innovation hub by the year 
2030 (Lee, 2017). 

In an effort to reach this goal, the Chinese 
government is investing $2.1B USD into the 
creation of an AI park to rival Silicon Valley. With 
features like high speed big data and 5G mobile 
internet as well as a focus on cloud computing and 

biometric technology, the park will house 400 tech 
businesses and is expected to create over $7.9B 
USD in output (Kharpal, 2018). 

Additionally, the Xiong’an New Area, a planned 
smart city southwest of Beijing, is being designed 
from the ground up with artificial technology (ie. 
autonomous trucks) at the core of its operations 
(Yu, 2017). The receptivity of the Chinese 
government towards new AI development results 
in faster advancements and cut-down process 
times rather than hindrance of growth with 
restrictive policy or debate.  

Not only is AI technology being integrated in ways 
to increase convenience, but it has also taken on 
a large role in Chinese national security. In 
Shanghai, the government is experimenting with 
biometric technology on traffic camera footage to 
identify traffic regulation violators. In 2017, China’s 
Chief of Security also called for an increase of 
technological presence in national surveillance 
systems. This included a free exchange of 
information across provincial borders to integrate 
footage from surveillance cameras, allowing the 
creation of a data analysis model that could 
potentially predict and prevent terrorist attacks 
before they occur (Gan, 2018). 

In contrast to President Trump’s proposal to slash 
funding for the National Science Foundation by 
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11% (Reardon, 2017), the Chinese government’s 
increase of $1B USD in funding in the AI field 
gives Chinese companies a relative advantage in 
terms of government support (Wang, 2017). 

Analysis of China’s Rising Role  
Beyond government support, China’s AI 
development has grown rapidly due in large part 
to investments from their tech titan trio of Baidu, 
Alibaba, and Tencent, commonly referred to as 
BAT.  Dependence on AI has been normalized in 
areas like autonomous vehicles, facial recognition 
for mobile payments, and digital medical 
diagnoses. The country and its companies see AI 
investment not only as an opportunity, but a 
strategic priority for future growth (Lucas, 2017). 
This section of the report will demonstrate what 
the structural advantages in China have resulted 
in, in terms of strategic behaviour of BAT.

Overview of Alibaba 
Founded in 1999, Alibaba is an e-commerce 
company that provides B2B, B2C, and C2C sales 
platforms in addition to cloud and mobile payment 
services. In 2015, they were the first Asian 
company to break the $400B USD valuation mark 
(GBTimes Beijing, 2015). 

To increase sales, the company created Singles 
Day, a national day of spending similar to Black 
Friday in the US. Partnering with other e-
commerce platforms like Taobao and TMall and 
featuring over 140,000 partner brands, Alibaba’s 
Singles Day hosted over 5 million sellers and 
hundreds of millions of consumers. Sales reached 
$25B USD in 2017, an $18B increase from the 
previous year (Lucas, 2017). 

The success of Singles Day requires heavy use of 
AI technology. Due to the tremendous online 
activity, the company relies on robots and 
emotionally intelligent chatbots to handle logistics 
and customer service. 

Alibaba is looking to expand further in the AI field. 
In October of 2017, the company announced a 
$15B investment into the research of emerging 
technologies, specifically in artificial intelligence 
and quantum mechanics (Vincent, 2017).

Overview of Tencent  
Tencent Holdings Limited is the world’s largest 
investment and gaming company. It holds some of 
China’s largest technology companies, including 
the mobile application WeChat. The company has 
expanded to various industries such as e-
commerce, payment systems, social networks, 
and virtual reality gaming. 

In addition to online platforms, Tencent also holds 
a large share of China’s $1B USD and growing 
bike sharing industry (Wang, 2017). The startup, 
Mobike, operates in 100 cities around the world, 
offering 25 million rides each day (Reuters, 2017). 
The amount of data that the company holds on 
Chinese citizens is critical in the development of 
their AI technology; it is their advantage. 

Overview of Baidu   
Often compared to Google in the USA, Baidu is an 
internet company and one of the world’s premier 
AI leaders. The company has established strong 
advantages in autonomous vehicles and AI-
hardware. 

 In early 2017, the company decided to open their 
code to the public. Anyone can use the technology 
in exchange for access to their data to enhance 
Baidu’s online algorithms (Market Wired, 2017). 
This enables an open system for Baidu in the 
autonomous vehicle industry, reducing barriers to 
entry and increasing accessibility.  Not only will 
that increase the number of autonomous vehicle 
entrants that are designed for compatibility with 
Baidu’s software, but the increased number of 
data points that Baidu will collect, will be critical to 
their advancement in the AI race among 
competition in the space.  
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This open-source program, which Baidu named 
“Powered by Apollo”, established over 80 
partnerships. These included top-tier universities 
like Peking and Tsinghua, ride-hailing giants like 
Grab, automakers like Ford and other Chinese 
automakers, and technology companies like 
Microsoft. Baidu’s goal is to be the “Android of 
self-driving cars” (Wang, 2017). Similar to the way 
that a host of different hardware phones are 
powered by the Android Operating System, Baidu 
aims for future autonomous cars to be “Powered 
by Apollo”.  

Despite Baidu’s delayed start, the new open 
ecosystem will enable them to catch up to their 
Western counterparts. 

Conclusion   
All things considered, China already has a firm 
foothold in the AI race. It is endowed with two core 
structural advantages: an intensely, technically 
adept population and a strong collaborative 
environment among firms, universities, and the 
government.  Moreover, the heavy investments 
into developing AI technologies from the BAT trio 
and government, will further push China ahead of 
other nations in terms of AI output, both in quality 
and quantity. China’s sheer advantages with 
respect to AI use and development have already 
set the bar to change industry dynamics; whoever 
wins the race will have to meet this new standard 
first. 



FEBRUARY 2018 PAGE �5

Bibliography
Gan, N. (2018, January 8). China’s security chief calls for 
greater use of AI to predict terrorism, social unrest. 
Retrieved January 26, 2018 from  
http://www.scmp.com/news/china/policies-politics/article/
2112203/china-security-chief-calls-greater-use-ai-predict 

GBTimes Beijing . (2017, August 08). Alibaba becomes first 
Asian company to hit $400bn market cap. Retrieved 
January 27, 2018, from  
https://gbtimes.com/alibaba-becomes-first-asian-company-
hit-400bn-market-cap  

Kharpal, A. (2018, January 3). China is building a giant $2.1 
billion research park dedicated to developing A.I. Retrieved 
January 26, 2018 from 
https://www.cnbc.com/2018/01/03/china-is-building-a-
giant-2-point-1-billion-ai-research-park.html 

Lee, K. (2017, December). China Embraces AI: A Close 
Look and A Long View (Rep.). Retrieved January 26, 2018, 
from Eurasia Group website:  
https://www.eurasiagroup.net/files/upload/
China_Embraces_AI.pdf  

Lucas, L. (2017, August 30). Questions over pace of growth 
as WeChat nears 1bn users. Retrieved January 27, 2018, 
from  
https://www.ft.com/content/
b557d6c8-8891-11e7-8bb1-5ba57d47eff7  

Lucas, L. (2017, November 11). Subscribe to the FT to 
read: Financial Times Alibaba's Singles Day registers 
$25bn haul. Retrieved January 27, 2018, from  
https://www.ft.com/content/adefdc8c-c63a-11e7-
a1d2-6786f39ef675  

Lucas, L. (2017, December 18). Subscribe to the FT to 
read: Financial Times Chinese tech groups look for edge in 
using artificial intelligence. Retrieved January 27, 2018, 
from  
https://www.ft.com/content/e8bba054-d02f-11e7-
b781-794ce08b24dc 

Market Wired. (2017, April 18). Baidu Announces Project 
Apollo, Opening Up its Autonomous Driving Platform. 
Retrieved January 27, 2018, from  
http://www.marketwired.com/press-release/baidu-
announces-project-apollo-opening-up-its-autonomous-
driving-platform-nasdaq-bidu-2210437.htm  

Quach, K. (2016, September 29). Microsoft chatbots: 
Sweet XiaoIce vs foul-mouthed Tay. Retrieved January 27, 
2018, from  
https://www.theregister.co.uk/2016/09/29/
microsofts_chatbots_show_cultural_differences_between_t
he_east_and_west/  

Reardon, S. et al. (2017, May 23). Trump budget would 
slash science programmes across government. Retrieved 6 
February, 2018, from 
https://www.nature.com/news/trump-budget-would-slash-
science-programmes-across-government-1.22036

Reuters. (2017, June 15). China's Tencent leads $600 mln 
investment in bike share startup Mobike. Retrieved January 
26, 2018 from 
https://www.reuters.com/article/mobike-funding/chinas-
tencent-leads-600-mln-investment-in-bike-share-startup-
mobike-idUSB9N1J5017 

Simonite, T. (2017, September 08). Artificial Intelligence 
Fuels New Global Arms Race. Retrieved January 27, 2018, 
from  
https://www.wired.com/story/for-superpowers-artificial-
intelligence-fuels-new-global-arms-race/  

Vincent, J. (2017, August 03). China and the US are 
battling to become the world's first AI superpower. 
Retrieved January 26, 2018, from  
https://www.theverge.com/2017/8/3/16007736/china-us-ai-
artificial-intelligence 

Wang, Y. (2017, June 20). What's Really Driving China's $1 
Billion Bike-Sharing Boom? Retrieved January 26, 2018 
from 
https://www.forbes.com/sites/ywang/2017/06/20/worth-1-
billion-but-whats-really-driving-chinas-bike-sharing-boom/ 

Wang, Y. (2017, November 6). Will The Future Of Artificial 
Intelligence Look Chinese? Retrieved January 26, 2018 
from 
https://www.forbes.com/sites/ywang/2017/11/06/will-the-
future-of-artificial-intelligence-look-chinese/#2be99f9f7fdc 

Yu, Y. (2017, July 23). China's AI industry has this one huge 
advantage over the US. Retrieved January 26, 2018, from  
http://www.scmp.com/business/article/2103791/chinas-ai-
industry-has-one-huge-advantage-over-us  

 

http://www.scmp.com/news/china/
http://www.scmp.com/news/china/
https://gbtimes.com/alibaba-becomes-first-asian-company-hit-400bn-market-cap
https://gbtimes.com/alibaba-becomes-first-asian-company-hit-400bn-market-cap
https://www.cnbc.com/2018/01/03/china-is-building-a-giant-2-point-1-billion-ai-research-park.html
https://www.cnbc.com/2018/01/03/china-is-building-a-giant-2-point-1-billion-ai-research-park.html
https://www.eurasiagroup.net/files/upload/China_Embraces_AI.pdf
https://www.eurasiagroup.net/files/upload/China_Embraces_AI.pdf
https://www.ft.com/content/b557d6c8-8891-11e7-8bb1-5ba57d47eff7
https://www.ft.com/content/b557d6c8-8891-11e7-8bb1-5ba57d47eff7
https://www.ft.com/content/adefdc8c-c63a-11e7-a1d2-6786f39ef675
https://www.ft.com/content/adefdc8c-c63a-11e7-a1d2-6786f39ef675
https://www.ft.com/content/e8bba054-d02f-11e7-b781-794ce08b24dc
https://www.ft.com/content/e8bba054-d02f-11e7-b781-794ce08b24dc
http://www.marketwired.com/press-release/baidu-announces-project-apollo-opening-up-its-autonomous-d
http://www.marketwired.com/press-release/baidu-announces-project-apollo-opening-up-its-autonomous-d
http://www.marketwired.com/press-release/baidu-announces-project-apollo-opening-up-its-autonomous-d
https://www.theregister.co.uk/2016/09/29/microsofts_chatbots_show_cultural_differences_between_the_east_and_west/
https://www.theregister.co.uk/2016/09/29/microsofts_chatbots_show_cultural_differences_between_the_east_and_west/
https://www.theregister.co.uk/2016/09/29/microsofts_chatbots_show_cultural_differences_between_the_east_and_west/
https://www.nature.com/news/trump-budget-would-slash-science-programmes-across-government-1.22036
https://www.nature.com/news/trump-budget-would-slash-science-programmes-across-government-1.22036
https://www.reuters.com/article/mobike-funding/chinas-tencent-leads-600-mln-investment-in-bike-share-startup-mobike-idUSB9N1J5017
https://www.reuters.com/article/mobike-funding/chinas-tencent-leads-600-mln-investment-in-bike-share-startup-mobike-idUSB9N1J5017
https://www.reuters.com/article/mobike-funding/chinas-tencent-leads-600-mln-investment-in-bike-share-startup-mobike-idUSB9N1J5017
https://www.wired
https://www.wired
https://www.theverge.com/2017/8/3/16007736/china-us-ai-artificial-intelligence
https://www.theverge.com/2017/8/3/16007736/china-us-ai-artificial-intelligence
https://www.forbes.com/sites/ywang/2017/06/20/worth-1-billion-but-whats-really-driving-chinas-bike-sharing-boom/
https://www.forbes.com/sites/ywang/2017/06/20/worth-1-billion-but-whats-really-driving-chinas-bike-sharing-boom/
https://www.forb
https://www.forb
http://www.scmp.com/business/article/2103791/chinas-ai-industry-has-one-huge-advantage-over-us
http://www.scmp.com/business/article/2103791/chinas-ai-industry-has-one-huge-advantage-over-us
http://www.scmp.com/news/china/
http://www.scmp.com/news/china/
https://gbtimes.com/alibaba-becomes-first-asian-company-hit-400bn-market-cap
https://gbtimes.com/alibaba-becomes-first-asian-company-hit-400bn-market-cap
https://www.cnbc.com/2018/01/03/china-is-building-a-giant-2-point-1-billion-ai-research-park.html
https://www.cnbc.com/2018/01/03/china-is-building-a-giant-2-point-1-billion-ai-research-park.html
https://www.eurasiagroup.net/files/upload/China_Embraces_AI.pdf
https://www.eurasiagroup.net/files/upload/China_Embraces_AI.pdf
https://www.ft.com/content/b557d6c8-8891-11e7-8bb1-5ba57d47eff7
https://www.ft.com/content/b557d6c8-8891-11e7-8bb1-5ba57d47eff7
https://www.ft.com/content/adefdc8c-c63a-11e7-a1d2-6786f39ef675
https://www.ft.com/content/adefdc8c-c63a-11e7-a1d2-6786f39ef675
https://www.ft.com/content/e8bba054-d02f-11e7-b781-794ce08b24dc
https://www.ft.com/content/e8bba054-d02f-11e7-b781-794ce08b24dc
http://www.marketwired.com/press-release/baidu-announces-project-apollo-opening-up-its-autonomous-d
http://www.marketwired.com/press-release/baidu-announces-project-apollo-opening-up-its-autonomous-d
http://www.marketwired.com/press-release/baidu-announces-project-apollo-opening-up-its-autonomous-d
https://www.theregister.co.uk/2016/09/29/microsofts_chatbots_show_cultural_differences_between_the_east_and_west/
https://www.theregister.co.uk/2016/09/29/microsofts_chatbots_show_cultural_differences_between_the_east_and_west/
https://www.theregister.co.uk/2016/09/29/microsofts_chatbots_show_cultural_differences_between_the_east_and_west/
https://www.nature.com/news/trump-budget-would-slash-science-programmes-across-government-1.22036
https://www.nature.com/news/trump-budget-would-slash-science-programmes-across-government-1.22036
https://www.reuters.com/article/mobike-funding/chinas-tencent-leads-600-mln-investment-in-bike-share-startup-mobike-idUSB9N1J5017
https://www.reuters.com/article/mobike-funding/chinas-tencent-leads-600-mln-investment-in-bike-share-startup-mobike-idUSB9N1J5017
https://www.reuters.com/article/mobike-funding/chinas-tencent-leads-600-mln-investment-in-bike-share-startup-mobike-idUSB9N1J5017
https://www.wired
https://www.wired
https://www.theverge.com/2017/8/3/16007736/china-us-ai-artificial-intelligence
https://www.theverge.com/2017/8/3/16007736/china-us-ai-artificial-intelligence
https://www.forbes.com/sites/ywang/2017/06/20/worth-1-billion-but-whats-really-driving-chinas-bike-sharing-boom/
https://www.forbes.com/sites/ywang/2017/06/20/worth-1-billion-but-whats-really-driving-chinas-bike-sharing-boom/
https://www.forb
https://www.forb
http://www.scmp.com/business/article/2103791/chinas-ai-industry-has-one-huge-advantage-over-us
http://www.scmp.com/business/article/2103791/chinas-ai-industry-has-one-huge-advantage-over-us

