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China’s Disruptors –  
How Chinese Entrepreneurs are Changing China 
(and Rest of the World) 
Dr. Edward Tse, Founder and CEO, Gao Feng Advisory Company 

For a long time, if you follow the mainstream Western media, the story in China has always 
been China is a one-party state, is run by the Communist Party and therefore, by definition, is 
authoritarian and, that, of course, carries a negative connotation. Also, as part of that, the 
Chinese economy is dominated by the state-owned enterprises, or SOEs, and that these state-
owned enterprises are big, huge. Often they have privileged access to certain sectors that other 
companies could not enter. All this is correct and true, but they only represent a part of the 
story. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Another part of the story often times is underreported, which is the emergence of the non-state 
sector, or the private sector. On the chart on the right, what I did was go through the statistics 
from the Chinese government and look at the overall performance between the state companies 
and the non-state companies in China in terms of revenue and profit. 
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Since the end of the 90s, both were very similar in terms of the total revenue and total profit. 
But, over the last fifteen, sixteen years actually, the non-state sector has been growing much 
faster in both revenue and profit in comparison with the state sector. Today, in both cases, it's 
about two or three times higher, and maybe even more so. The story of the rise of the private 
sector is a real story China that needs to be recognized. 
 
 

WAVES OF CHINESE ENTREPRENEURS 
The story of the Chinese entrepreneurs has really been a story since the end of the Cultural 
Revolution at the end of the 70s. As many of you remember, the Cultural Revolution was really 
a pretty tough time for the Chinese. At the end of the Cultural Revolution, Deng Xiaoping came 
back to power, and he began to allow entrepreneurship to come back to China because before 
that, China was one hundred percent under the planned economy. 
 
The first generation of entrepreneurs came up in the 80s. On the left-hand side of the slide. 
Most of these people, if not all of them actually, had not received any formal education in 
business or management because there was no such notion in China at that time. Yet quite 
a number of them were courageous enough to give it a try, and many became pretty successful. 
Some of them are still in business today, like Liu Chuanzhi of Lenovo, Ren Zhengfei of Huawei, 
and others. 
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Then, in 1992, Deng Xiaoping made a visit to Shenzhen, and later to Shanghai, to remind the 
people in power in Beijing, mainly President Jiang Zemin and Premier Li Peng, that reform was 
necessary and critical for China and that China should not close down. Perhaps because of 
those kinds of major speeches and encouragement by Deng Xiaoping, some of the people in 
China who were actually working in the Chinese government at that time decided that they want 
to leave the government and try entrepreneurship. In Chinese, we call it ‘jumping into the sea’ 
and give it a try.  
 
Some of them actually eventually become very successful. For example, in the chart’s second 
column, Chen Dongsheng, who is now the chairman of Taikang Insurance, the largest private 
insurance company in China and, as you can see, others as well. These people were quite 
courageous because once they left the government, they would have no chance to go back to 
the government if they failed. The doors would be shut for them. 
 
Then, as we move to the middle part of the slide to the first generation of Internet entrepreneurs 
who came out in about the mid-90s, guys like Charles Zhang at Sohu or Ding Lei at NetEase 
and others. 
 
But the real story is actually the guys who came a little bit later, a few years later after the first 
generation of Internet entrepreneurs. These are the guys that, today, have become household 
names in China and, for that matter, increasingly in the rest of the world. Companies that we call 
collectively, ‘BATs’ for Baidu, Alibaba, and Tencent. These guys, by now all of you know, have 
now built some of the largest Internet companies in the world by value. 
 
Then, in the 2000s, and perhaps because of the success of Alibaba and Tencent and others, we 
have more entrepreneurs who have become quite successful, like Lei Jun at Xiaomi and 
Richard Liu (Liu Qiangdong) at JD.com. 
 
Now story of the Chinese entrepreneurship has move to all the guys on the right-hand side of 
this slide. These are young guys, who, in Chinese we call ‘Post-80s’ or ‘Post-90s,’ because they 
were born in the 80s and 90s and in their twenties and thirties. Of course, they look at people 
like Jack Ma and Pony Ma and see how very successful they are, and they say, ‘Well, you 
know, why not me? Why couldn’t Ialso become very successful?’ And, indeed, some of them 
have. Of course, a lot of them did not because it's pretty tough to be very successful in 
entrepreneurship, especially the first time.  

 
The phenomenon is that more young people are getting into entrepreneurship, giving it a try, 
and feeling that, in fact, I can give it a try and, if I fail, I can come back and try it again. This 
notion is a big contrast to the people who tried entrepreneurship in the early 90s because at that 
time, the risk was pretty high. Today, the whole notion that, in Chinese we call ‘shicao.’ You try 
an area. Then, if you fail, you can actually come back and try again. 
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So, entrepreneurs are becoming younger, their numbers are becoming much larger and, 
geographically, they are spread out across different parts of China. Some of the companies 
have become, what I call, ‘exponential organizations.’ This represents a new era of China which 
is very different than the previous eras left-hand side of the chart shows. 
 
 

‘EXPONENTIAL ORGANIZATIONS’ 
As a result of the entrepreneurship, we're seeing a bunch of companies that ‘exponential 
organizations.’ These are companies that are growing at exponential speed. Of course, no 
companies can grow forever exponentially, but over a certain period of time, some of these 
companies have been able to grow in an exponential manner. China has become a major 
breeding ground for exponential organizations. (Of course, there's also quite a large number of 
companies in the Silicon Valley which can be considered exponential organizations as well.) 
 
‘Exponential organizations’ like Wechat, which has grown its registered users to close to eight-
hundred million people. Or, Didi Chuxing, a mobility service company for taxi hailing, which has 
grown tremendously over the last three years since its formation. Or, Oppo, a smartphone 
manufacturer that has been growing also exponentially. We're seeing this phenomenon happen 
in China. All of these companies, by definition, are entrepreneurial private companies; none is 
state-owned. 
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Many of these companies, by definition, are in the tech space. Many of you are familiar with the 
size and intensity of the digital landscape in China. Just to, put things into context a little bit, 
China now have over seven-hundred million people who are Internet users. Mobile Internet 
commands a major, major share of the total Internet users, close to almost seven-hundred 
million people, also mobile Internet users. Wechat has, for example, over eight-hundred million 
users—so it's not only happening in China but also increasingly outside of China.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

CHARACTERISTICS OF ENTREPRENEURIAL COMPANIES 
The characteristics of these entrepreneurial companies that we see are the following.  
 
As I mentioned, many of them are all driven by the notion that if someone there can be 
successful, why not me? The earlier generation of the entrepreneurs was motivated by the role 
models that they saw, and they wanted to imitate. People would say, "Well, you know, if 
somebody like Li Ka-shing,"—who, at that time, had the highest net worthof anyone of Chinese 
descent—people would say, "You know, if Li Ka-shing can be successful, why not me?" When 
Chinese get to know about people like Bill Gates and Warren Buffett, they say, "Why not me? I 
could be as successful as they are, or at least I can give it try." 

 
This ‘why not me’ mentality permeates Chinese entrepreneurs. Many are what I call ‘fearless 
experimentation’ people’ because they focus on business model innovation. They're not 
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necessarily building a rocket to go to space or a commercial aircraft. In their business model, 
they can afford to go to the market quickly and use the market at a base for experimentation.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Then, when they find some imperfections or areas they need to improve on the business model, 
they can learn and adapt. As a result of that, or maybe because of that, these companies run on 
speed, agility, & adaptability. They're speedy. They're agile, and they are very adaptable. 
They learn and adapt and learn and adapt and so on. These companies, some of them actually 
do, what I call, ‘triple jumping,’ which I'll explain in a moment. 

 
Also, for many of these companies, the way that they think about industries can be very 
different. The notion of industry boundaries, as defined in traditionally, may or may not apply to 
them, because they believe that they can get in and out of industry boundaries quickly and 
as needed. In other words, they believe they can redefine industry boundaries along the way.  
Also, lastly, is that many of them have built what they call platforms or ecosystems. In other 
words, often times they try to build their capabilities by themselves. But, at the same time, they 
also try to build other types of needed capabilities through collaborations with other companies, 
creating an ecosystem.  

 
Unlike a diversified conglomerate, which is, by definition, more random, these companies 
actually grow into an ecosystem. They will still try to maintain a core. For example, Alibaba, its 
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core is e-commerce. So even as it expands beyond e-commerce, it still keeps that as its core. 
For a company like Xiaomi, their core is the Internet, so as they spread out, it still centers on its 
Internet business. Seen this way, creating ecosystems is a major part of what they do. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

‘TRIPLE JUMPING’ 
As I mentioned, some of these companies have adopted a way to build a business, which I call 
‘multiple jumping,’ the ‘third way,’ or ‘triple jumping.’  

 
Why is it the third way? Because it's somewhat different than how business executives have 
been thinking about business or business strategies in the West. As many of you know, in the 
West there there been two mainstream thoughts on business strategy over the last several 
decades. In the 70s and 80s, the notion of conglomerates or conglomeration or diversified 
conglomerate was very prevalent. Companies like ITT, Hanson Trust, and others believed that 
big is good. They would buy a lot of businesses, often times at random. After a while, the capital 
markets said, ‘Well, that may not be a very good idea because if there are not a lot of synergies 
across businesses, why do you want to build such a large cluster or different clusters of 
businesses?’ 
 
Almost as a result of that, in 1990, two professors from the University of Michigan wrote a book 
and also an article in the HBR, where they talk about core competencies. Core competency is 
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basically the strength of a corporation. According to this theory, every company ought to focus 
on its strength, as you see on the left-hand side of the chart below. You try to maximize or 
optimize within that boundary. You don't get out from the boundary, or if you get out, you don't 
get very far. This strategy has dominated western business for the last three decades. 

 
What some of these Chinese entrepreneurs have figured out is actually maybe there's a third 
way.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The third way is what I call ‘triple jumping.’ They will start some business and begin to build 
some core competencies.  
 
Inevitably, in the process, new opportunities will come up in the market. Often times these new 
opportunities will show up in an S-curve, or discontinuous manner. Often times there are gaps in 
the capabilities between the current business of the company and the future opportunities. 
When this happens, these entrepreneurs face one of three outcomes. Some will say, ‘Well, let 
me jump over it, even if I don't have all the capabilities. I'll jump over it, and I'll try to fill the 
capability gaps along the way.’ Some will say, "Well, I will jump,’ but it turns out, they could not 
make the jump and they drop dead. And, some will decide ‘I’ll just to stay put.’ 
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If we take the example with Alibaba, Jack Ma built his business through multiple jumping. 
Jumping from B to B, then to C to C. C to C, of course, with the formation of Taobao and Tmall. 
Then, with that, the development of Alipay. From Alipay, development into the whole notion of 
Internet finance. Now, of course, he’s pulling everything together in Ant Financial, which is a 
basket all of Alibab’s financial services operations, and also other things like cloud computing, 
big data and so on. 
 
This jumping has been going on for a long time, but I draw this map as a continuum because if 
you jump too fast too often, then perhaps you will ultimately become a conglomerate. If you 
don't jump, if you stay put and so on, then you will, of course, become a very focused player 
leveraging on your core competency. 
 

 

DISRUPTING INDUSTRY AFTER INDUSTRY 
Using the ‘third way’ of thinking about business, these guys are disrupting industry after 
industry.  
 
At Gao Feng, we do a lot of work in the automotive sector, and we monitor what's going on. 
Almost every day we see news or announcements about new developments or new disruptions, 
new relationship being built—alliances, partnerships, joint ventures, and so on, with entrances 
from very different players. Some of the players are new players; they come into the industry 
from nowhere. Some players are incumbents. It's a very active space where there's a lot of 
disruption happening. It's not only in the auto industry but also across other industries as well. 
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As I mentioned, some of these companies are very capable of building ecosystems. In the 
process, because of the disruption that they're bringing to different sectors, we're also seeing a 
fundamental reconfiguration of value chains. Often times because of that reconfiguration, they 
are disrupting the traditional players. 
 
Again, we do a lot of work in the automotive industry. At the top of the chart above is the more 
traditional automotive value chain where everything is linear. Value is created along different 
parts of a linear value chain, and ultimately, the value would be delivered to a customer on the 
right-hand side.  
 
Compare the mobility or disrupted automotive industry value chain, at the bottom. By definition, 
it has become much more multi-dimensional, rather than a linear, value chain, which is driven 
only by the incumbent automotive players. Also you have the intercession or the encroachment 
of the value chain from the new players, in particular the Internet players. 
 
The interplay between the traditional value chain and the new value chain coming from the 
Internet players is fundamentally redefining where value is created and where value is migrated 
along with new ways of doing things. For many traditional players, this is a pretty uncomfortable 
situation because they have lost a little of the compass that tells where their optimal position is 
in the traditional business. Many companies are trying to figure out what to do with this new 
configuration, and it's not trivial. 
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ALL OVER CHINA 
These entrepreneurs can be found all over China. Of course, many of them are in the tech 
space or in the Internet-centric tech space. But, there are also many who are in the non-
Internet-centric tech space, like here, DJI is a very successful company headquartered in 
Shenzhen. It is now the world's leading player in the consumer drones. The guy who founded 
and leads DJI is thirty-five-year-old Wang Tao, or Frank Wang. 
 
Who are these entrepreneurs? There are some older guys. There are some younger guys. 
There are men. And there are also a lot of very, very successful women, as well. All blossoming 
in many ways, across, not only sectors, but also geography, and across gender and ages. 
That's what we see in China. 

 
 
WHAT DRIVES CHINESE INNOVATION 
Increasingly, we're seeing that China is becoming a breeding ground, or at least one the world's 
breeding grounds, for business innovation. Why is that the case? Why, all of a sudden, are we 
seeing this?  
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And why is this news? Because many of you will still remember that for a long time China was 
known as a copycat nation. In Chinese, we call this shanzhai, a shanzhai company, a shanzhai 
country. What is shanzhai? Shanzhai means copying, and that's true actually. For a long time, 
for a couple of decades since the reform of China, many of the Chinese companies are 
copycats. In fact, today there are still quite a number of copycats in China. At the same time, as 
I mentioned already, at the front end of the curve, we're beginning to see increasingly number of 
Chinese companies who are now becoming quite innovative especially in business model 
innovation. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Why is that the case? There are a number of different fundamental reasons why that is 
happening. Number one China has been going through a gradual transition from the planned 
economy to the market economy, is a key reason. As many of you know, China did not follow 
the then Soviet Union approach of shock therapy. The Soviet Union tried to change everything 
overnight. 
 
The Chinese actually, in particular with Deng Xiaoping, had a very different approach. Deng 
said, ‘Well, you know, why don't we give it a try? We don't know which way to go, but let's give it 
a try. Let's take a step at a time.’ This gradual transition from planned economy to market 
economy has generated a large number of discontinuities because every time when there's 
opening up of something, a reform, an opening up, it creates new opportunities. These create 
discontinuities, inflection points. 
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The fact that China came from a pretty poor background, and the fact that China was under 
planned economy, by definition, it was a very imperfect society. There were a lot of pain points 
in the society. From a social standpoint, pain points are really bad. They create discomfort for 
Chinese people. But for the entrepreneurs pain points are actually opportunities—the flip-side of 
pain points are opportunities. So the combination of the transition from planned economy to 
market economy plus the pain points, created opportunities for those who saw the opportunities. 

 
Often times in China, once a certain sector is opened up, we will see a lot of competition 
because everybody see the opportunities. They will swarm to the opportunities. Many of them 
are Chinese. You also have state companies. You also have non-state companies. And you 
also have foreign companies and multinationals. China often times has probably the world's 
most intensive and transformative competition and this drives companies to become better 
every day because you cannot sit still. If you sit still, you get eaten up by someone else. You 
need to improve, and innovation is probably the most effective way of improving. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Competition is driving innovation in a great way. Of course, the fact that China is a pretty 
massive market, 1.4 billion people, allows entrepreneurs to use the market to scale up. So, 
even though the initial idea or initial business model was not perfect, this scaling up allows them 
to learn and improve and adapt. Scaling up also enables companies, even if they may not be 
100% perfect, to enjoy a pretty high valuation from investors. 
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Of course, the prevalence of technology, in particular wireless Internet technology has 
become a major, major enabler to much of this innovation. In the past, there were a lot of pain 
points. Without the technology, there's not many different ways to address these pain points. 
Today, with the technology, and entrepreneurship, the combination of it, people are finding new 
ways of addressing these kinds of pain points. That's where a lot of innovation is coming from. 

 
Lastly, and very importantly, money is available. There's a lot of venture capital and angel 
investors money available. Some from overseas, but most generated locally here in China. If 
you have a good idea, the probability that you can get angel money or a VC to support you is 
pretty high.  
 
Collectively, when all these factors coming together at around the same time, it's driving a lot of 
innovation that's coming up. 

 
Of course, by definition, innovation and entrepreneurship have low probabilities of success. It's 
not that, once you have an idea, you get some money, and you'll be successful. In fact, a lot of 
the young guys who give it a try have find it's pretty tough. For the small percentage of people 
who ultimately make it and are successful, they certainly hit the jackpot, and, importantly, at the 
same time, they become role models for the next wave of the younger generation to come. 
 
Compare Whatsapp and Wechat. Wechat, when it started, was sort of a copycat of Whatsapp. 
Over time, Wechat has developed the functionalities it adds to its applications quickly and quite 
intensive. As we have seen, Wechat is dominant, even omnipresent in China and is beginning 
to attract followers from around the world. People use Wechat not only for messaging, but also 
other applications such as online payment and other B to C and B to B applications. 
 
Whatsapp is obviously very popular. But, if you look at way Whatsapp has added functionality, it 
has been, compared to Wechat, quite a linear. Commercially, at least in the most latest 
publically available information, Wechat, using a ‘third way’ strategy, has been able to generate 
a pretty good average revenue per user, certainly relative to Whatsapp. 
 
As I mentioned, Wechat has [a lots 00:33:05] follower in China and also beginning outside of 
China. It's really dominant. It's almost omnipresent. People use Wechat not only for messaging, 
but also other applications such as online payment and other B to C and B to B applications. 
 
The other example is Ant Financial, Alibaba’s financial affiliate. Ant Financial started with Alipay. 
Alipay was created to as way (before credit cards were widely available) for customers to make 
payments on Alibaba’s then newly-formed Taobao and Tmall ecommerce platforms. Alipay then 
became the platform for Alibaba to build a number of different financial services instruments 
including wealth management, micro loans, credit scoring system, mutual funds, online banking, 
insurance, and so on. It is now, as I understand, preparing to IPO in Hong Kong. Right now, the 
evaluation of this company before IPO is at least sixty billion US dollars, not a small company to 
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begin with. We'll see, but, in any case, here's another examples of leading innovators coming 
from China. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
NOT JUST COMPLEX BUT ALSO SOPHISTICATED 
China is complicated and complex. People talk about China’s being large, having a big 
population. People talk about China’s having a lot of disparities. The haves and have-nots. The 
speed of development in  different parts of China, geographically. The coastal area is much 
more developed than the inland area, and so on so forth. Everybody knows that. Tier one cities, 
tier two, rural areas, and so on, all have major, major differences. 
 
At the same time, China is not only just complicated anymore, China is also becoming 
sophisticated. There are many ways to measure sophistication. I just highlighted four examples.  
 
First is the fact that China manufacturing is becoming more sophisticated. Labor intensive 
manufacturing is coming to a halt because the labor cost in China has gone up dramatically. 
Quite a bit of this manufacturing have left China or in the process of leaving China to places like 
Vietnam, Bangladesh, Cambodia, and so on. At the same time, the technology related to 
manufacturing has actually tried to go upstream, to become more advanced—the whole notion 
of ‘Industry 4.0,’ ‘Made by China 2025’, automation, and so on, that's becoming very prevalent 
in China. 
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Second is product market segmentation. When, let's say, fifteen years ago, when the market 
was smaller, there was some degree of segmentation, but generally speaking, not too 
complicated. Today the market is not only bigger, but also becoming more segmented. You 
have some of the world's most valuable premium segments in China, and, at the base of the 
pyramid, the mass market, an extremely large segment. For a lot of companies, how you deal 
with this large range of segmentation is a big challenge. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Third is digital disruption. As I talked about earlier, this has really taken a very strong hold in 
Chin. There are a lot of new ideas, innovations, especially in business model innovation and 
technologically-enabled business model innovations. Many of these are riding on digital 
disruption. 
 
Also, importantly, China is now a breeding ground for the next generation of business and 
strategy thought leadership. I talk about multiple jumping. That development was a new way of 
thinking about business. Likewise, many companies are developing the whole ecosystem as 
well as the whole ecosystem mindset. So, China is not only being just a complicated market or 
country anymore. It's actually becoming also sophisticated. 
 
Fourth, many Chinese companies are very actively going overseas. They're becoming a major 
part of the rest of the world. Many are in mergers and negotiations but also in joint ventures, 
alliances, and so on. Many of them have come to the US and the rest of the Americas, Europe, 
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Australia and Southeast Asia, Africa—everywhere. As you know, the speed and intensity of 
Chinese companies going abroad as well as the amount of capital they are bringing to these 
overseas acquisitions and mergers has been growing in an exponential manner. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
China’s Disruptors 
Last year in last July, Ed Tse published a book called 
 
China's Disruptors: How Alibaba, Xiaomi, Tencent, and Other 
Companies are Changing the Rules of Business 
 
‘I basically chronicled the power of the Chinese entrepreneurs  
in very much the way that I just described. I fundamentally believe 
that it is critical for the rest of the world to really understand who 
these people are and the implications of the emergence of innovation 
and entrepreneurship coming from China because in many cases, 
these guys are redefining the roots of the business for many 
incumbent players within their own respective industries.’  
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QUESTIONS 
 
Q. 1 
Can the ecosystems you reference expand out into the rest of the world as successfully as they 
have within China? 
 
A. Ed: 
First of all, it depends on what business we're talking about. In general, when these Chinese 
companies go overseas, they're going to find, in my view, a lot of different challenges because 
within China, a lot of things are familiar to the Chinese entrepreneurs. They can build the 
ecosystem or the business model in a way that they can have much better control. But when 
they begin to go outside of China, and when they try to operate in a foreign environment, they 
will find a lot of new challenges. In some cases, the business model could be adapted to 
environments outside China. In some cases, the challenges would be pretty high, so it depends 
on the situation. But, I would not underestimate the challenges for these Chinese companies to 
go overseas and expand the business model on an international basis. 

Q. Peter Reisman, C-Bridge Capital Partners LLC: 
I actually just wanted to follow up on that question. There were a lot of different motivations for a 
lot of these companies expanding overseas. In some cases, the returns and the integration 
havn’t been as good as they might have imagined. In some cases, Chinese businesses 
overpaid for certain acquisitions whether on the real estate side or on the company side. Again, 
there are different motivations behind these deals, but how do you see this integration going 
on? Where some of these companies feel that they can do it alone, now some of them have 
started to take the view that they do need to find some local joint venture partners. There clearly 
is a transition, but how do you view this as it has happened until now? How do you see things 
really developing going forward? 
 
A. Ed: 
In general, the Chinese are still learning how to play the game on a global basis and an 
international basis, and you're correct. In some cases, the evaluation, or the money that they 
pay for some of these overseas acquisitions is quite incredible, actually. One would questions 
whether or not some of the deals were good deals from a standpoint of the money paid. Yet, at 
the same time, there's a lot of urge for these Chinese companies to begin to go overseas 
because with some of the SOEs, I believe that, in addition to how they see the business, they 
also believe that there's a role for them to play to help China. 
      

The entrepreneurs, of course, are kind of different. They believe that if there's a way that some 
of these acquisitions could actually bring some of the capabilities and technologies from the rest 
of the world back to China, then they can become more competitive locally. The motivations are 
quite different, but in general, it's still a pretty early stage for the Chinese companies. In the 
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process, some of them could do good deals, but some of them probably would end up with not 
so good deals. 

Q. Peter Reisman: 
Do you see any sort of capital restrictions from the Chinese government limiting these overseas 
transfers. The way I still see, there's more and more money coming out involved officially, but 
there does seem to be limitations, at least at the private level; maybe it's easier on the SOE 
level. Do you see any hold back there? 
 
A. Ed: 
We have not seen this as a policy by the government in terms of the capital restrictions yet. It 
could happen, of course, at any given time in the future, but so far, we've not seen it yet.  
 

At the same time, we're also seeing some news or perhaps rumors, but maybe it's news. For 
example, for a major deal like ChemChina-Syngenta, it's not a straightforward process for even 
someone like ChemChina to get all the financing needed to really support the deal. From the 
regulatory standpoint, they get the approval, but from the financing standpoint, it's actually not 
that straightforward. Perhaps it's the size of the deal, and perhaps it's the concerns by some of 
the regulators or, financial institutions like major banks involved are concerned about the 
viability of these kind of deals. At the deal level, we might be seeing some of these situations, 
but on the policy level, we have not seen that yet. 

Q. Des McGowan, Oceanview Advisors 
At the risk of seeming jingoistic, how do the emerging Chinese players intend to confront the 
perception that they are willing or unwilling agents of the state? 
 

To put it differently, I worry about what Amazon is doing with my data, but I worry differently 
about what Verizon is doing with my Internet traffic data than about what interacting with the 
rising Chinese tech companies means when I take their software into my home and work. That 
means I may be taking in the agenda of the state. To be clear I am not a Trump-head! 
 
A. Ed: 
At the back of many people’s minds is the suspicion that these SOEs are acting on behalf of the 
state. I will not be able to defend or not defend whether that's the real motive or not. But at the 
same time, many of these companies recognize that by going overseas, by acquiring some of 
these companies, they are going to help China’s development. That is not to be ignored 
because there must be a motive for doing these kinds of acquisitions. In terms of how to defend 
the impression, I don’t know. Each company, individually, has to do what it wants to explain in 
such a way that is satisfactory to everybody—or nobody. 
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Q. Roger Atkins, Electric Vehicles Outlook Ltd: 
I like the way the Chinese call them new energy vehicles rather than just EVs because we all 
know that renewable energy is the correct source for EVs to be using. Given that then, getting 
that energy into the EVs is a big issue, in other words, charging, the EV charging infrastructure. 
Do you think the Chinese government could lead a big ambition of, for example, putting wireless 
charging in on a massive scale to lead the way and, if you like, liberate the EV by ensuring that 
the charging side of things isn't a problem? I'm thinking particularly in urban areas people living 
in apartments et cetera. I'd love to see wireless charging be mass adopted in China, and in fact, 
I see it as one of the few places in the world where a government or an authority would have 
both the money and the ambition to do that. Do you think that could happen? 
 
A. Ed: 
I am not a technologist, certainly not in the new energy vehicle space, so I can't specifically 
answer this question from a technology or development standpoint, but I could talk about this 
from a policy or from a strategy standpoint. As you know, new energy vehicles is critical from 
the Chinese government standpoint. Firstly, of course, there's a pollution issue. Second is, of 
course, the fact that the Chinese have tried to change the OBMs on the traditional internal 
combustion engine technology. The Chinese have never been able to really close the gap. The 
gap was significant, or may be never be able to close. 
  

New energy vehicles creates a new path, or new racetrack, for the Chinese to really accelerate 
and perhaps leapfrog the international players. It's critical that the Chinese would have to build 
this in [inaudible 00:52:15], or this industry in some kind of critical mass so that there will be a 
large number of new energy vehicles that we owned and will be running on the roads of China. 
 

As you know better than I do, the battery charging, it is the key part of making that happen. Of 
course, as you also know, there are various different ways that people are now trying to do 
charging or battery swapping and so on, so there are many different ways. The combination of 
the entrepreneurship that I was just talking about, this fearless experimentation mindset, the 
willingness to go to market and give it a try, the proliferation of different ideas, and so on from 
the entrepreneurs, align with the government policies in making this a big deal, a critical industry 
or sectors in China. 
 

Also, the advancement of technology itself, from the standpoint of, as you said, from wired to 
wireless. There may be different ways. There may be different materials or technologies going 
to be involved. That experimentation will happen. If you look at everywhere in the world, that will 
happen in the most intensive manner here in China. Exactly how and when it's going to 
manifest, I don't know, but it's going to manifest in some form or manner. That, I know for sure. I 
guess it's a long way to answer your question, not in a technology standpoint but of a strategy 
evolution standpoint. 
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Q. Qianyan Xie, Ford Motor Company: 
Given BATs’ [Baidu, Alibaba, and, Tencent] role in the upcoming and inevitable trend of the 
digital disruption, what and how, if any, influence or impact would they bring to policy changes 
and/or the government regulatory protocol in China? 
 
A. Ed: 
First of all, I don't believe this is only a BAT issue. The development of mobility services, or 
connected mobility, has happened very fast. As I mentioned earlier in one of my slides, it's 
happening, also, across different sectors. You got the BATs. You also got the new players who 
come from nowhere. You have never heard their names, and they just show up. They're 
startups or more than startups. You got Chinese players. You also have non-Chinese players. 
You also have the incumbents, including Ford itself, who are trying to play a game in the overall 
connected mobility competition. 
 

The reason why we're seeing so many players is that people are seeing the opportunity, as I 
mentioned. The opportunity was bring forth by both the paint point but also the enabler of the 
technology that I was talking with Roger about. In a way, from the policy standpoint, the 
policymakers are doing two things. One is they're creating new directions that is trying to pull 
where the industry should be going. New energy vehicles, for example, we was just talking 
about, is a way to pull the direction of the industry. 
 

Sometimes the policymakers are behind the time. They're trying to make up when new things 
already happened, like the recent draft regulations of the taxi hailing applications that affect 
people like Didi and other players in the taxi hailing services companies, is an example that the 
government has tried to catch up. They're catching up and leading in interplay, and I believe 
that it's going to cause a lot of issues, both opportunities and challenges for the incumbents like 
Ford or similar companies in that situation. 

Q. Jim Hoffman, Naveste | XRG-China | Halliday Financial: 
How are you seeing the ability of foreign corporations to adapt to partnering with the Chinese on 
fulfilling ‘One Belt, One Road’ [OBOR] and the outbound requirements of Xi's policies. Are they 
rising to the occasion, or are they circling the wagons and hiding in their traditional markets? 
 

Are they cooperating on projects in Central Asia, Southeast Asia, on the OBOR pathways on 
the One Belt, One Road projects? Do you see foreign companies stepping up to partner with the 
Chinese on those projects, or are the foreign companies resistant to that? 
 
A. Ed: 
There are different types of foreign companies from this standpoint. Actually, most of them are 
intrigued by the opportunities, but most of them are not quite clear on what One Belt, One Road, 
or these specific opportunities, are all about. Everybody has heard about it, and everybody 
knows potential opportunities can be huge, but exactly what does it mean? Whether it translates 
to real opportunities on the business end, people are still trying to find out. As a result, so far at 
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least, things like One Belt, One Road are still at a very embryonic stage. We have seen a lot of 
investigation, or a lot of expressions of interest, but we have not seen a great deal of real 
actions and real collaborations by foreign companies with Chinese companies. 

Q. Charles Mitchell: 
Is the pool of talent within China keeping up with the growing demands of these expanding 
disruptive firms? 
 
A. Ed: 
That's a very good question. From what I see, obviously there are some guys who give it a try, 
and they may not be measuring up. They may not be able to catch up, and they may fall along 
the side. At the same time, when we see some of these pretty successful entrepreneurial 
companies, and we see the guys who are behind them, you'd be amazed and see how young, 
how inexperienced some of these people are, but they achieve a lot. They achieve great things. 
I've come to believe that there's a lot of elasticity in people's potential. Under the right 
circumstances actually, a lot of potential of even the young people can be unleashed. 
 

In China, the power of the human capital is pretty strong, but at the same time, it's not to be 
taken for granted. You got five million graduates every year from universities, so that's okay. Of 
the five million, perhaps only a fraction of them can stand up to the test of this kind of 
entrepreneurship, giving things a try and be successful, ultimately. One thing I learned from 
Jack Ma is believe in the young guys. They will do good things, and I think that's true, in 
particular in the tech space and in entrepreneurship and innovation for the matter. 

Q. Thomas Schmidt: 
Do you see a big upcoming challenge for the SOEs competing against these privately owned 
new ecosystems, and how will the government deal with that? 
 
A. Ed: 
First of all, the Chinese economy, in my view, will remain a dual economy for some time. A dual 
economy, on one hand, the SOEs, which they earn a lot of benefits, of course, from the 
government, but also the private sector as I have been talking about. The two will have interplay 
with one another. In some of the sectors, the SOE will continue to become pretty powerful, in 
particular the sectors that are somewhat protected. They play a public role to provide public 
goods to Chinese society. 
 

On the other hand, where the sectors are open, where there is competitive, often very intense 
competition, SOEs are, in general, inferior to the entrepreneurial companies because usually 
the entrepreneurial companies can be much more agile, can move much faster, and also can 
learn and adapt and be innovative in the process. In those sectors, you will see the 
entrepreneurial companies coming up as well on a relative basis to the SOEs. Would that be a 
major concern? It depends on the perspective. 
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As I mentioned, there are some parts of China where we still need SOEs to play a certain role, 
but perhaps there are some parts of China where the private companies can become the driving 
force for transforming the Chinese economy from one form to another and perhaps even 
influence politics. Who knows? Nonetheless, the complexity and the duality of the Chinese 
economy are going to remain for quite a while. 

Malcolm: 
Ed, thank you so much, and I want to thank our participants for joining us today. I especially 
want to thank those of you who have given these excellent questions and enhanced our 
discussion. I am now bringing Ed's terrific webcast to a close. 
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