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CHINA’S TRILLION DOLLAR MAN 

The third in a four part series assessing challenges in 

emerging markets and China's 'peaceful’ rise 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

An independent analysis of the international  

geo-political scene by John Longhurst, Chairman, Tangent Link 

At the heart of China’s future progress is the fundamental need for the economy to move away 

from SOE (State Owned Enterprise) dependency, to one that has globally competitive companies 

and industries. Over the past 20 years, via technology ‘absorb and improve’ policies, China has 

attained Beijing’s desired status in numerous State expenditure-related areas, such as telecoms and 

power equipment. However, for it to maintain 7%+ GDP growth, it needs to become dominant in 

‘consumer’ areas, for this is where most growth in Chinese (and Emerging Markets overall) GDP will 

derive in the years ahead.  

 

Right now, ‘America’ has the dominant global consumer brand position, in particular the 

technology area. Silicon Valley is America’s Golden Goose. Until now, China has been able to chip 

away at ‘brand Silicon Valley’ via cyber theft, and domestic policies that have allowed local 

companies to thrive, becoming giants in global terms by dominating a domestic Chinese market 

with 1.2bn consumers.  

 

China has now begun its next stage of development – taking ‘Brand China’ global. Enter Edward 

Snowden. At the heart of Silicon Valley’s success (indeed, America’s success), is TRUST. Brand 

America is trusted. Or at least, it was. Snowden has effectively undermined trust in American 

technology companies, and to a great degree, ‘Brand America’ too. So, when Microsoft has (yet 

another) anti-trust investigation in China, or Apple has (yet another) CCTV programme lacing 

uncertainty over its location-based app’s, China is able to directly or indirectly reference The 

Snowden Effect – that US technology companies are all in bed with the NSA.  

 

Cyber theft of Western knowhow, and abundant zero cost financing have enabled Chinese 

companies to get so far. If China is able to successfully destroy TRUST in Brand America, and in 

particular its critical consumer/technology brands like Apple and Microsoft, then America’s $20tn 

economy will start to look very different compared to China’s. America’s Angry Man from North 

Carolina is already a Chinese National Hero. 

 

 



 

 

 

 

 

 

Why China’s $tn Man? 

 

 

a) In the fully global economy we have today, scale and speed matter most. In terms of 

cyber theft of Intellectual Property, or espionage, “everyone does it”. These elements in 

themselves are not unique to any one country. Right now, Emerging Economies are 

fighting tooth and nail to catch-up with the Developed Economies in all ways. China has 

a unique combination of 20% of the world’s population, along with a highly focused central 

control mechanism (Chinese government), and $5tn of currency reserves. Therefore, it is 

UNIQUELY POSITIONED to absorb and leverage foreign knowhow and put this first into the 

world’s largest domestic market, and then utilise this scale benefit, to flood global markets.  

 

In construction equipment (as an example), technology moves slowly and it is therefore 

‘easy’ to compete globally once sufficient foreign knowhow (via the JV system, or cyber-

absorption) is reverse engineered, and eventually improved. This is what has happened 

to Caterpillar and Komatsu, from Chinese firms like XCMG and Zoomlion.  

 

In response, Old World manufacturer’s have moved their production (and recently, R&D), 

to EM’s and China, to compete on cost. However, this is compounding the hollowing out 

of the middle classes in Developed Economies, and collapsing the core tax base in these 

countries (along with corporate tax arbitrage by multi-national companies – the great ‘US 

tax inversion’ debate). 

 

 

b) However, simply being cheapest doesn’t matter in all sectors. In technology, especially 

consumer technology and automobiles, things move very fast (often too fast for cyber 

theft to be put to use), and brand values are the key determinant of success. These 

industries are also often the fastest growing, and most highly valued. China does have 

some highly successful consumer companies in China. Baidu and Alibaba have run rings 

around Google and Ebay. Whether they can take the special formula for success in 

internet usage in China global, is a key question. However, when it comes to brands, TRUST 

is the key determinant of success, built up by years of innovation and quality delivery. 

Cyber theft can only get you so far.  

 

This is why Snowden is so important to China, and why his timing was so crucial. Ten years 

earlier, smart-phones with location based services weren’t available, for example. In 

addition, computing is moving quickly into The Cloud, and The Internet of Things will 

‘intelligise’ our day-to-day life. With personal health diagnostics via wearable devices 

soon with us and an array of other technologies, having trust in technology brands has 

never been more critical. Every week, with consumers being reminded that ‘American 

technology companies’ are untrustworthy because of the NSA, serves to undermine the 

key intangible to America’s success – TRUST.  

 



 

 

 

The tangible effect of Snowden:  

 

The direct financial (as opposed to diplomatic and national security) impact of Snowden has 

been seen clearly for nine months in the financial reports of US technology companies. IBM 

and Oracle have been excluded from Chinese government contracts (a market they hitherto 

had 90% share of), Berlin is re-introducing typewriters (and has cancelled a $600m Verizon 

contract), Brazil has shut out US technology companies completely. And on and on.  

 

Frankly, it’s been a bloodbath and the entire value chain in America, from software, to 

hardware, to semi-conductors, has been adversely affected, and will continue to be for years. 

It has had a direct impact on sales and earnings of US companies.  

 

Given that Emerging Markets, and China in particular, are the primary sources of future global 

growth, the timing of Snowden couldn’t have been worse for US technology vendors. The irony 

for the US is that as US equipment is replaced, end users will kid themselves that the new 

vendors can be trusted. It’s laughable. Install Chinese, or French, or Israeli, or Russian kit 

instead. Completely trustworthy. Completely.... 

 

 

Global brands: 

 

“We want our own Apple, our own Microsoft”. From the lips of senior Chinese politicians, 

‘Beijing’ makes clear how it will define ‘success’; being the largest economy (in PPP terms) isn’t 

enough – Chinese leaders want China to have the world’s leading brands.  

 

The Interbrand global list is seen as the gold standard for global brand assessment. In its latest 

data, not a single Chinese company ranked as a global-100 brand. Of the top-10, eight are 

American and five are US technology companies (the others being Coca-Cola, McDonalds 

and GE). Samsung and Toyota are the two non-US stars. However, looking at China-market 

brands, the 2014 Brandz survey gives China Mobile and ICBC Bank values that would rank them 

both in the global top-10.  

 

Right now, Chinese SOE’s dominate local brand charts. This needs to change, and in order for 

China to do better, it is more than helpful if trusted US brands become distrusted. Within China, 

the government has many tools at hand to undermine consumer trust in Western brands. 

Often, especially in food and retail industries, local sub-suppliers are the issue; either way, the 

end user, KFC or McDonald’s, is the brand that gets slammed in CCTV.  

 

With technology, Snowden has given China (via CCTV and other government arms) a 

wonderful new twist; “The US government is watching you”. Whilst Apple quickly responded to 

the latest CCTV accusations, it matters not. In the Chinese market (the one that accounts for 

more than half of Apple’s growth at present), it can expect State actors to act to erode public  

trust. The same goes for US brands overall, and in particular, technology brands. It is no 

coincidence that Hauwei, China’s “Apple+Cisco” says continually that its brand is its top goal 

– and Snowden is their Father Christmas. 



 

 

 

US/China Trade Wars; the gloves are off 

 

a) Both the US and Chinese governments operate highly protectionist policies designed to 

assist domestic companies in the two largest economies (by some margin) on the planet. 

The US also has the Department of Justice (DoJ), which in recent years has fined European 

companies billions of dollars for infractions in remote parts of Africa and elsewhere, simply 

because said European companies also have assets in the US. The DoJ has had little effect 

on Chinese companies thus far because so few operate in size in the US. Chinese 

government agencies are just as powerful, but are used differently than in the US. 

Consumer protection, whether via global price equalisation, or supply chain quality issues, 

are a massive focus. So too is taking on Western brands under the guise of consumer 

protection.... 

 

b) Targeted sanctions are increasing; this week, the US imposed anti-dumping duties on 

Chinese solar panels, again. And China has conducted anti-trust searches on Microsoft in 

China in recent days, again. This tit-for-tat is increasing month by month. 

 

c) Cyber - US hypocrites but Chinese mega-theft continues: Again, Snowden’s timing was 

perfect. The US had China on the ropes and was close to potentially causing a change in 

Chinese cyber theft efforts. Now, China has the upper hand. The PR debate is over – China 

won on a knockout, with Snowden’s gloves.  

 

The recent indictment by the FBI of five Chinese citizens is of mere symbolic importance, 

but paves the way for the US to indict Chinese companies. In addition, the IP stolen from 

the US that was given to Baosteel (as one of the examples) could easy result in the US not 

allowing Chinese products made with Baosteel product, being imported into the US.  

 

China will continue to steal Western IP because there is almost no cost; more importantly, 

the domestic employment imperative is so great, that only the threat of nuclear war would 

seriously impede such theft. Such a threat will never be made, so America and The West 

will remain a ‘shop-lifters paradise’ for China. 

 

d) Finance and auto’s; not all going China’s way: When China entered the WTO, finance and 

automobiles got special protection for China, allowing it to limit foreign involvement in 

China, forever, to 50/50 Joint Ventures. In finance, China already has been able to muster 

many of the world’s largest banks, and the dominant card payment vendor (Union Pay).  

 

The massive and rapidly growing Chinese consumer finance economy is severely 

restricted for foreign companies, and as the Chinese currency globalises, Chinese 

financial organisations will dominate this trade. This was surely the best single negotiation 

by President Jiang of his 10 years in power.  

 

 

 



 

 

 

 

 

 

 

In auto’s however, foreign companies continue to dominate the Chinese market via highly 

profitable assembly JV’s. The WTO deal forgot to include components and R&D, thus 

foreign companies have been able to keep IP development in Europe, Japan etc. China 

is dealing with this mistake via incentives for local R&D, but there are limits on the amount 

of bullying. And, bluntly, Chinese consumers like German cars – they trust the brand.  

 

Hence, we can expect Germany to remain as subservient to China as it is with Russia re 

Ukraine. Germany is not America – China sees only one peer, America, and this is why 

American companies will get ‘special treatment’ when it comes to undermining their 

brands, whilst promoting those of Chinese companies.  
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