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Entrepreneurs in China’s ‘Silicon Valley’: state-led
financialization and mass entrepreneurship/innovation
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ABSTRACT
This study problematizes the paradox of coexisting market
dynamisms and the strong state in China’s ICT industry through
an empirical inquiry into the history and practices of ICT
entrepreneurship in Beijing’s Zhongguancun (ZGC), an alternative
geo-imaginary to that of Silicon Valley. Drawing on archival
research as well as interviews and participant observations
between 2015 and 2020, we situate the post-2008 rise of ICT
entrepreneurship in ZGC in the history of its decades-long
transformation. We highlight two new ways in which the state
has become intertwined with the market in the ICT sector. First,
state agents at various levels have transformed themselves into
‘market agencies,’ acting through the market instead of
governing it at a distance. Second, the state has increasingly
taken a financialized approach to ICT governance, assuming the
role of a capital investor to guide and facilitate rather than
directly managing a market-driven entrepreneurial economy. We
show how these macro political economic shifts have shaped
mezzo level institutional changes and the micro, lived
experiences of entrepreneurs variously situated along the elite-
grassroots spectrum in ZGC, who rode waves of ‘mass
entrepreneurship and innovation’ under the current Xi-Li
administration.
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Introduction

Two assumptions dominate the Internet and communication research, especially that
related to China. One is the postulation that the Internet, autonomous and given, is
an agent of change mostly due to its decentralized network characteristics. The other
treats power as embodied by a monolithic political or economic institution and exerting
itself on the social process from outside. This study aims to move beyond these assump-
tions to situate the Chinese Internet in the evolving political economic field of Chinese
digital economy, showing how the development and effects of the Internet are premised
on the interactions of actors in the field. Moreover, by historicizing the relationship
between the state and social economic actors, we provide a basis for nuanced
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understandings of the potential of a civil society as a social institution, i.e., a set of pol-
itical economic relations, in China.

China opened up its telecommunications sector to the global capitalist system in the
1990s amid the country’s gradual and uneven process of market liberalization (Hong,
2017). Market forces have since played a key role in the digital economy despite contin-
ued state involvement. The rapid growth of a private ICT sector has been accompanied
by the rise of entrepreneurship, with notable examples of Baidu, Alibaba, and Tencent
(BAT) (Tse, 2016). The country now boasts the largest number of unicorns – startups
that are valued at above one billion US dollars – outside the US (Larson, 2018) and
has become one of the major destinations of venture capital, which provides opportu-
nities and incentives for new venture creation (Ahlstrom & Ding, 2014; Fannin, 2019).

Concurrently, a market-oriented perspective emerged in Anglophone media, policy,
and academic spheres that links the country’s ICT leap forward to the application of
the Silicon Valley model of entrepreneurship (e.g., Wadhwa, 2011, 2013). This view
often evaluates China against a yardstick constructed upon liberal market ideals that
favor the autonomous individual in the free market and consider the state an impediment
to entrepreneurial creativity. In contrast, a state-centric perspective emphasizes the per-
sistent role of state governance in China’s post-socialist development, pointing out that
its ICT industries have benefited from the state’s active support through favorable and
targeted policies and significant investments in public goods such as education and digi-
tal infrastructures (e.g., Hong, 2017; Li, 2018; Yu, 2017).

While binary distinctions between liberal-market capitalism and its (more statist)
others have been challenged by many scholars (Creemers, 2018; Moisio & Rossi, 2019;
Peck et al., 2018; Vogel, 2018; Wang & Tan, 2020; Zhang & Lan, 2022), a central paradox
in the Chinese economy remains, especially in the ICT sector. That is, dynamic entrepre-
neurial activities have taken place alongside continued state planning, coordination, even
participation in the economy. The ICT industry in China, thus, offers an ideal opportu-
nity to deconstruct the liberal model of the state–market dichotomy and the neoclassical
myth of socially disembedded entrepreneur, redirecting scholarly attention toward the
concrete historicity and spatiotemporal specificity of economic practices and actually
existing entrepreneurial experiences as embedded in broader sociopolitical settings
(Peck et al., 2018).

Focusing on the ICT industry in China, this study provides an empirical inquiry into
the history and practices of entrepreneurship in Beijing’s Zhongguancun (ZGC). As an
alternative geo-imaginary to that of the ‘Silicon Valley Model,’ ZGC has not only been
playing an outsize role in the nation’s S&T development since the 1950s but is also the
birthplace of many contemporary Chinese tech giants such as Lenovo, JD.com, and Byte-
Dance. Thus, the post-2008 ICT entrepreneurial boom in ZGC, as part of a nationwide
phenomenon, provides a vantage point to examine the local dynamics of the state–mar-
ket–entrepreneur relation as the country responds to the challenges posed by the conver-
gence of global economic and technological transformations. In situating the post-2008
proliferation of IT entrepreneurship in ZGC in the historical coevolution of global econ-
omic cycles, state policies, and the changing experiences and practices of different gen-
erations of variously positioned entrepreneurs and market institutions, we not only
problematize the ahistorical and decontextualized binary construction of Chinese
authoritarianism versus Western democracy and the essentialized conceptualization of
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the unchanging authoritarian Chinese state, but also complicate and disaggregate the
concepts of state and entrepreneur.

Methodologically, this article draws on 67 interviews with entrepreneurs, local
officials, and managers of major incubators and coworking spaces in ZGC, all of
which were conducted between 2015 and 2020.1 In particular, one of the authors
spent four months in 2015 and 2016 conducting ethnographic observation at two
major incubators in ZGC – the Garage Cafe, a highly open and less exclusive coworking
community founded by a consortium of established Internet entrepreneurs and inves-
tors, and the TusStar, a more selective incubator affiliated with Tsinghua University
that is more focused on investing into ‘strategic technologies.’ The juxtaposition of
these two sites, along with several other similar ZGC entrepreneurial spaces visited in
the subsequent years – brought into sharp relief the contrasting experiences of the
elite and grassroots entrepreneurs. While the escalating tensions between the US and
China have made it more challenging to access entrepreneurs in some strategic industries
like semiconductor and those related to civil–military fusion, the majority of our infor-
mants have welcomed our followup interviews, whether conducted in person or online
after the Pandemic hit. In addition, we also conducted archival research into the history
of ZGC in relation to China’s innovation and industrial policy shifts, tapping into news-
paper and magazine archives, policy papers, and published trade books.

We first situate the post-2008 rise of ICT entrepreneurship in ZGC in the history of its
decades-long transformation from a street full of small electronics vendors to a desig-
nated ‘National Indigenous Innovation Demonstration Zone.’ Different generations of
entrepreneurial actors in ZGC have been animated by changing economic and social
conditions as China interacted and negotiated with the global neoliberal currents. The
post-2008 entrepreneurial boom in ZGC emerged amid a shift towards an increasingly
financialized state governance regime to simultaneously foster indigenous innovation
and promote social equity. The simultaneous expansion of state-led financialization
and entrepreneurial activities of all sorts, we argue, distinguishes the Chinese model or
urban re-generation from the austerity urbanism of the US and EU nations, which
had generated mixed results (Moisio & Rossi, 2019; Peck & Whiteside, 2016).

After mapping out the macro history, we examine the micro, lived experiences of
entrepreneurs variously situated along the elite-grassroots spectrum in ZGC, who rode
waves of ‘mass entrepreneurship and innovation’ and navigated the campaign-style
entrepreneurial mobilization under the current Xi-Li administration (2012–). We tell
the stories of three representative ZGC entrepreneurs, an overseas returnee, a former
employee of a SOE, and a migrant worker, as they were mobilized to take on the role
of entrepreneur in a competitive market and how they channeled their cultures, social
positionings, and histories as resources for economic profits. We emphasize the differ-
ences in their capacities to assemble resources and in their experiences in coping with
institutional and policy barriers. The complicated interaction between the global and
local, and deep imbrication between the state and market, as manifest in our particular
case, problematizes simple binaries and reductionist generalization.
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Entrepreneurs and the state in post-2008 China

ICT has been at the center of economic recovery and restructuring worldwide since the
2008 global financial crisis. Embodying the power of the free market for innovation, Sili-
con Valley entrepreneurs have been at the forefront of the quest for new growth models
riding on next generation technologies ranging from big data, cloud computing, to digital
platforms (Srnicek, 2017). Although multifaceted in nature, entrepreneurship is often
defined around the individuals whose new ideas and ventures lead to the creative destruc-
tion, renewal, and growth of the economy (Schumpeter, 2010). The new sharing econom-
ies, for instance, have thrived on a new technologically enabled low-cost labor regime
that offloads training, reskilling, and reproduction expenses, as well as risks, onto the
labor force, whose members, ironically, are often mobilized by the entrepreneurial
appeals of freedom, self-actualization, and creativity (Srnicek, 2017). Indeed, entrepre-
neurialism, the elevation of the individualized entrepreneur as an ultimate driver of econ-
omic growth, has become one dominant ideology of contemporary global capitalism.
Individuals are called upon to run themselves as enterprises in a competitive global mar-
ket by channeling their cultures, social positionings, and histories as resources that can be
converted into economic profits.

Despite the rhetoric celebrating technology-enabled individualization of labor, how-
ever, ICT entrepreneurship continued to be ‘embedded’ in broader political economic
institutions such as that of the state, albeit under changing political economic conditions
and state–market relations. In deconstructing the neoclassical myth of disembedded
market agents, scholars have contested the dichotomous theoretical and methodological
approach to the market and state (Block & Keller, 2015; Mazzucuto, 2011). Vogel (2018),
for example, revisited Karl Polanyi’s classic thesis and argued that ‘liberal market econ-
omies are not disembedded, but rather differently embedded’ (p. 119). Thus, the task of
scholars of market institutions is to map out the variety of ways in which they are
embedded in different societies. Painter (2006), for instance, applied the concept of ‘pro-
saic state’ to account for how the social relations of stateness permeates everyday life in
the UK. Moisio and Rossi (2019) coined the concept of the ‘start-up state’ to assess the
mutating role of the state in technology-centered strategic urbanization in Finland and
Italy.

The contemporary Chinese paradox, that ICT entrepreneurship has flourished under
a transforming but persistently strong state, presents a particularly productive empirical
site to rethink the state–market binary in relation to entrepreneurship. Focusing on Chi-
na’s digital governance, Creemers (2018) captured a new ‘strategic public-private nexus
… forming at the heart of the party-state’ and ‘an increasing symbiosis’ developing
between private internet companies and the state (p. 169). Wang and Tan (2020), in ana-
lyzing China’s mass innovation and entrepreneurship campaign, depicted the ‘reconfi-
guration of political apparatus and bio-political power’ vis-à-vis the formation of the
‘new education-incubatory assemblage’ that brought together state and non-state agents
(p. 510). Problematizing discourses about state capitalism, Zhang and Lan (2022)
explored the rise of the ‘new whole state system’ in relation to state-owned tech compa-
nies. These alternative perspectives foreground non-Western nations’ experiences and
trajectories of overcoming uneven development.
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Building on these recent works, we trace and analyze, through the case of post-2008
ZGC, the spatiotemporal specificity of state–market interaction, focusing on the chan-
ging experiences and practices of variously positioned entrepreneurs and entrepreneurial
institutions as informed by macro political economic transformation and state policy
shift. Our theoretical and methodological interventions are three-pronged. First, we
destabilize the dominant binary construction of Chinese authoritarianism vs. Western
democracy with a story of glocalization in which the constant articulation between the
global and the local has shaped market institutions, relations, and practices on the
ground. Second, we reject the essentialized imaginary of the authoritarian Chinese
party-state versus liberal entrepreneurs and explain the complex coexistence of the
two forces to demonstrate both the continuities and ruptures in the co-evolving state–
market/entrepreneur relation since the 1980s with a focus on the new developments
after 2008. Third, we unbundle the concepts of state and entrepreneur to highlight not
only the multipronged and often contradictory goals of various levels of state institutions
but also how the different positions of ‘entrepreneurs’ inform their experiences at a time
of proliferating entrepreneurialism.

Specifically, we argue that the evolving state–market–entrepreneur relation is contin-
gent on a dynamic historical process of interaction between China’s local initiatives and
global capitalist cycles. As the state sought to facilitate and adjust to China’s changing
position in the global capitalist system, the state-entrepreneur relations have evolved
around the tensions between the drive for economic growth in the globalized market,
the need to foster technological autonomy and enhance national security, and the redis-
tributive desire to boost domestic consumption and employment. While the Chinese
state has struggled with the missions of development, autonomy, and social equity
since the Mao era (Lin, 2006), the ongoing US–China trade war – a battle over access
to technology as well as markets – strengthened China’s determination to become
more technologically self-reliant. The frictions and contradictions inherent to China’s
path of development in turn shape the lived experiences of variously positioned
entrepreneurs.

The Xi-Li administration followed the course further toward a financialized mixed
economy. Based on our empirical work in ZGC, we highlight two new trends in which
the state has become intertwined with the market in the ICT sector at this post-2008 con-
juncture. First, the state at various levels has transformed themselves into ‘market
agencies,’ acting through the market instead of governing it at a distance (Wu, 2020,
p. 327). We show how state-owned enterprises (SOEs, e.g., the vast network of companies
affiliated with Tsinghua University in ZGC) transformed through new public–private
partnerships and quasi-government agencies operating as market-oriented firms (e.g.,
the ZGC Development Group, see the empirical section), have become key actors in
the new entrepreneurialized economy.

Second, the state has increasingly taken a financialized approach to ICT governance,
assuming the role as a capital investor to guide and facilitate rather than directly mana-
ging a market-driven entrepreneurial economy (Chen & Rithmire, 2020; Wang, 2015).
For instance, the ‘government-guided fund’ (zhengfu yindao jijin), a mechanism for fun-
neling public money into private enterprises in strategic sectors such as telecommunica-
tions and semiconductors, has recently been further expanded to support ZGC’s high-
tech sectors companies. This financialized approach, as we will elaborate further in the
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empirical sections, has significantly changed not only the structure and accessibility of
capital for entrepreneurial ventures and endeavors (Ahlstrom & Ding, 2014) but also
the meaning of the state as a sovereign actor and its relationship with the market and
entrepreneurs.

In essence, the idea was to simultaneously enhance the state’s economic governance
while expanding the reach of the market and fostering a stronger bond with Chinese citi-
zens by providing them with new opportunities for entrepreneurship. The convenient
marriage between top-down policy planning and bottom-up venture-capital-backed
and market-driven IT entrepreneurship culminated in premier Li Keqiang’s 2015 policy
initiative to boost ‘mass entrepreneurship and innovation.’ In a nationwide campaign, Li
called on individuals from all socio-economic backgrounds to become entrepreneurs and
on governments and businesses across the country to encourage bottom-up innovation
and entrepreneurial endeavors. With our empirical evidence, we go beneath and beyond
the government’s promises of inclusivity and empowerment to examine the actual exist-
ing experiences of individual entrepreneurs in post-2008 China. We pay particular atten-
tion to how the above-mentioned historical tensions and the financialized state–market
entanglement shape the lived experiences of variously positioned entrepreneurs.

The evolution of entrepreneurship in ZGC

The history of ZGC as China’s primary base for S&T research and development can be
traced back to the 1950s (Andreas, 2009). China’s nascent socialist regime adopted a
techno-nationalist approach to development that prioritized technological independence
and import substitution. During the period, the state set up a defense technology-driven
S&T base in ZGC. However, the state’s competing agenda to simultaneously promote
rapid industrialization and socialist egalitarianism resulted in a tug-of-war between a
technocratic, centrally planned economy and Mao-style mass mobilization for class
struggle and grassroots participation in the economy and politics. The rise of a techno-
cratic class of scientists and engineers, mostly overseas-returnees together with a younger
generation trained by the new socialist education system, threatened the egalitarian
legitimacy of the ruling Chinese Communist Party (CCP). The Maoist faction increas-
ingly valorized class struggle and mass participation in S&T development as a means
of curbing bureaucratization and reining in the power of technocratic elites. After dec-
ades of struggles between these two lines of socialist development, the entire system
imploded in the turmoil of the Cultural Revolution. After Mao’s death in 1976, the social-
ist egalitarian radicalism was quickly abandoned. Post-Mao China sought to switch gears
and reintegrate itself into the global capitalist market. While the state continued to play a
significant role in impacting the entrepreneurs’ life chances, the complex intertwining of
global market, technological forces, and state governance constituted the new context.

As China gradually re-oriented its economy toward the market in the 1980s, sharp
cuts in state spending and new business opportunities prompted an exodus of ZGC
scientists and engineers from their socialist danwei – state-owned research institutes
and universities in Beijing. As pioneers of entrepreneurship in contemporary China,
these scientist-turned entrepreneurs founded China’s first non-governmental IT compa-
nies on ‘the Electronics Street’ – a F-shaped street at the center of the ZGC area.
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Straddling state institutions and a burgeoning IT market, the first generation of ZGC
entrepreneurs pioneered China’s non-governmental high-tech sector by drawing on
socialist legacies while emulating Silicon Valley market liberalism. On the one hand,
IT firms in the early reform era were mostly spinoffs from state-owned research institutes
and universities with their ownership status marked as state or collective-owned. These
early entrepreneurs relied on not only the technological transfers from their mother dan-
wei, but also other key resources such as the start-up fund, office space and facilities,
human resources, and political network and endorsement. On the other hand, they
were frustrated with how research remained delinked from market demand and practical
application, fascinated by Silicon Valley’s innovation ecosystem built on strong univer-
sity-industry ties, therefore eager to search for alternatives to the S&T model developed
out of the socialist planned economy. It was a period of intense negotiation between the
old socialist and the new market-driven vision of S&T development. What had emerged
out of this contestation was a hybrid model in which the state and market forces had
become thoroughly entangled.

From the early 1990s well into the 2000s, China had played an increasingly important
part in the global electronics and telecom-equipment manufacturing industry. This
export-oriented developmental trajectory often hindered China’s indigenous innovation
capacity and social equity. The 1997 East Asian financial crisis and China’s entry into
WTO in 2001 motivated the state to ramp up its efforts to ‘upgrade’ the nation’s unsus-
tainable labor-intensive economy and promote domestic innovation.

To boost innovation and reduce technological dependence, the new Hu-Wen leader-
ship (2002–2012) had shifted from a laissez-faire stance in the 1990s to the strategic pro-
motion of domestic tech industries in the 2000s with a series of policy initiatives to
champion ‘indigenous innovation’ (zizhu chuangxin) and IT entrepreneurship. Chosen
as a poster child of ‘indigenous technological innovation,’ ZGC was upgraded to become
a ‘national-level science park’ (guojiaji kejiyuanqu). The central government not only
increased funding to advance strategic and basic research and new infrastructures, but
also offered tax breaks to ZGC-based IT companies, loosened the household registration
system to allow private firms in ZGC to hire college graduates without Beijing residency,
and set up new high-tech incubators to attract overseas returnees under the purview of
local governments, research institutes, and universities.

In parallel with these government initiatives was foreign venture capital’s renewed
enthusiasm about China as they searched for new investment opportunities. During
the peak of Silicon Valley dot.com boom around 2000, a new generation of Internet
entrepreneurs set off a new wave of IT startups with the endorsement of global venture
capital. Many of them were overseas returnees or graduates of elite Chinese universities
with overseas connections. If Silicon Valley only served as a vague cultural imaginary for
the first generation ZGC entrepreneurs, the new generation was living the Silicon Valley
dream. Bearing a closer resemblance to Silicon Valley tech-entrepreneurial heroes than
their ZGC predecessors, this generation of entrepreneurs maintained their relative
autonomy from the Chinese state and reliance on the global venture capital regime
and innovation system.

Meanwhile, the rapid expansion of ZGC benefited from the support of the local gov-
ernments, strong champions of GDP-driven developmentalism. ZGC companies con-
tributed to a growing local economy, generating tax revenues and employment
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opportunities, and boosting local real estate value. Between 1994 and 2005, ZGC doubled
its geographical area, expanding beyond the historical boundary to include ten additional
‘high-tech’ parks scattered around Beijing. The main impetus behind this expansion was
to compete with other cities and provinces for foreign direct investment and central gov-
ernment resources and support. But it was also a ploy to raise local government revenues
through the commercialization of state-owned land, sometimes in ways that clashed with
the central government’s imperative to foster domestic innovation. Beginning in the
mid-1990s, local officials efforts to attract Fortune 500 companies and grow returns on
commercial real-estate, for instance, had hindered the development of indigenous private
ICT companies. Many local young IT startups struggled to keep up with ZGC’s rapidly
rising office rental costs and found it impossible to compete with well-funded foreign and
state-owned companies for talent. By the mid-2000s, ZGC was no longer the undisputed
mecca of China’s ICT industry, especially in comparison to the rising star of Shenzhen in
Southeast China.

Moreover, the imperative of innovation of the Hu-Wen administration was also some-
times at odds with their pro-social policies aimed at easing mounting social inequalities
and the risk of social unrest. As China became the world’s largest manufacturer of elec-
tronics in the 2000s, ZGC’s bustling electronics malls had provided employment oppor-
tunities for non-elite and even under-privileged work forces. While most grassroots
electronics vendors struggled only to survive, a few, such as JD.com’s CEO Liu Qingdong
and Aigo’s CEO Feng Jun, had made it into a success. The post-2008 restructure of ZGC
Electronic Street, however, forced the small vendors to either shut down or transformed
into more expensive spaces for high-tech companies, thus eliminating the low-threshold
entry to entrepreneurial opportunities.

State-led financialization and the post-2008 mass innovation/
entrepreneurship

The above brief historical review of entrepreneurship in ZGC has revealed how post-Mao
China, in its drive for economic and technological development, compromised both its
nationalist mission to maintain autonomy and its socialist goal of achieving egalitarian-
ism. This is the context for the post-2008 policy shift. Faced with the challenging task of
maintaining the GDP growth rate while spearheading domestic innovation, and curbing
unemployment, the state not only grew more creative in mobilizing its newly accumu-
lated abundance of financial capital but also tapped back into its socialist toolkit: unearth-
ing mass mobilization as part of a drive toward greater entrepreneurship and innovation.
The ‘Mass Entrepreneurship and Innovation’ campaign carried the additional mission of
restructuring the system of wealth redistribution and enhancing social justice by opening
up space for young people, especially those from poor families, to seek social mobility.

ZGC, again, became an important site where a financialized new approach of govern-
ance was tested. In 2009, ZGC was officially designated as China’s first ‘National Indigen-
ous Innovation Demonstration Zone’ (zizhu chuangxin shifan qu), an experimental site
for new state-led initiatives to commercialize S&T development, which could then be
rolled out nationally. The new initiatives included the establishment of an incentive
mechanism for university-based researchers to commercialize their research output,
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better access to venture capital for start-ups, expanded government procurement of high-
tech products, and strengthened protections for intellectual property.

One key leader of the S&T development since the 2010s, the ZGCDevelopment Group
was a state-owned yet market-driven company with multiple shareholders. It was to
manage all the ZGC-affiliated high-tech parks and innovation spaces, as well as investing
in ICT companies at various stages of development on behalf of the Beijing government.
Relying on ZGC’s rich S&T history and resources, as well as the Beijing municipal gov-
ernment’s political clout, the company functioned as a combination of angel investor,
startup incubator, local government financing vehicle, and real estate development and
management company. Moreover, the expansion of state investment took the form of
a ‘ZGC Billions Science and Technology Financial Service Platform.’ Established in
2013 as an affiliate of the ZGC Group, the platform was to use 10 billion RMB in govern-
ment funds as collateral to attract hundreds of billions more in private investment into
strategic sectors. State-owned high-tech firms, such as the vast network of companies
affiliated with Tsinghua University, underwent mixed ownership reforms: private entre-
preneurs were welcomed into state-owned enterprises as CEOs or members of the board
in a bid to further separate their management from that of the university. Consequently,
the distinction between public and private became increasingly blurred.

The financialized approach to economic restructuring had lowered the threshold of
entry for entrepreneurs to launch their own start-ups both technologically and finan-
cially. Since 2010, the number of new IT startups has grown in leaps and bounds. In
ZGC, the more elite entrepreneurs – mostly overseas returnees with technical back-
grounds, employees of established IT giants like BAT, and graduates of China’s top uni-
versities – joined by nationwide non-elite college graduates, ordinary white-collar
workers, and even blue-collar workers with no college degree, many of whom were
drawn to ZGC by rags-to-riches success stories that were propagated by the media in
the heat of the Mass Entrepreneurship and Innovation campaign.

Despite the universal claims of the state, the capacities of variously positioned entre-
preneurs to mobilize resources differ significantly. According to our interviews, there has
existed a social hierarchy, so-called chain of contempt (bishilian) among entrepreneurs.
‘At the very top of the hierarchy sits overseas returnees who are well-trained and highly
technically proficient,’ a former private investment firm employee who left to find his
own Online to Offline (O2O) business explained: ‘many came with their own patent tech-
nologies. Equally well-positioned are former employees of established Chinese Internet
companies like BAT, big SOEs, or foreign MNCs… ’ (Interview, 2016). In the remaining
part of this section, we tell three stories of elite and grassroots entrepreneurs in an effort
to probe the differences in their experiences of self-reinvention.

Heng, the former SOE engineer

Heng, a former engineer at a national-level SOE and an alumnus of Peking University, is
indisputably one of the elite entrepreneurs. Encouraged by the state’s call for mass entre-
preneurship and innovation, an increasing number of his colleagues started leaving the
company, either to start their own firms or to work for startups. ‘The messages from the
top suggest that the state indeed wants SOE employees to quit and strike out on their
own.… I wholeheartedly support this move. There are so many young talents in SOEs
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who feel under-appreciated and stuck’ (Interview, 2016). Meanwhile, Heng’s experiences
with the state-owned sector gave him important insights into the operation of China’s
political system. For example, he knew that, despite the state’s encouragement of entre-
preneurship, state capital would continue to dominate in China. ‘The state would never
give up its command over the economy, but the higher-ups know the state-owned sector
is not working efficiently, and the best way to restructure the bureaucratic SOEs is to
mobilize bottom-up entrepreneurial energy’ (Interview, 2016).

In 2013, one of Heng’s colleagues at the SOE persuaded him to quit and start their own
weather technology business. As the two strategized about where to begin, they were
thrilled to learn about two new state initiatives: one to encourage mixed ownership
reform at SOEs, and a second to gradually increase public access to government-collected
big data, including weather data. These initiatives were part of the new Xi-Li leadership’s
plan to speed up state-led and market-driven economic restructuring. The purpose of the
former was to ‘bring private sector investment and management into SOEs to improve
the efficiency and governance of the state sector,’ to revitalize the state sector with private
management and capital while the latter was designed to enhance the government’s data-
based governance capacity, efficiency, and transparency. Both initiatives generated abun-
dant entrepreneurial opportunities for public–private partnerships.

These new opportunities led Heng and his colleague to finally quit their jobs in late
2014 and set up their own weather tech company. Thanks to the experiences and connec-
tions they had accumulated while working for the SOE, they quickly closed a deal with a
state-owned media and data firm directly affiliated with the China Meteorological
Administration. Responding to the state’s call for public–private partnership while trying
to maintain managerial and ownership independence from the state sector, Heng and his
partner established a separate joint venture with the state-owned media and data firm in
2015. In collaboration with Alibaba’s cloud platform Aliyun, the new joint-owned com-
pany’s main business is a digital platform for processing and analyzing weather data col-
lected by state-owned satellites, radars, and weather stations across the country. Based on
this data set, Heng’s firm generates reports tailored to the needs of its clients – mostly
companies in the energy, aviation, and environmental sectors, many of them SOEs.
Within just two years, the startup’s niche market positioning, coupled with political
backing from their SOE co-owner, helped Heng attract several rounds of investment,
mostly from private VC firms. This private and public fusion reflects a larger trend
under the Xi-Li leadership, in which the boundaries between state and private businesses
are becoming increasingly blurred while strengthening of control by the CCP.

Three years later in 2019, ZGC’s entrepreneurial boom was showing signs of a bust,
and venture capital deals had plummeted amid the escalating US–China trade war.
Heng’s company was one of the few that had managed to beat the odds. The company
had expanded exponentially over the past three years and moved part of its operations
into a new office building. ‘Exports are down, but government investment is up. Most
of our clients are in the state sector, so we are shielded from the trade war as we rely
mostly on government procurement’ (Interview, 2019). With a steady stream of revenue
and a rich reserve of capital, Heng’s company was expanding into ‘weather derivatives’ –
a new market that had emerged as a result of the state-led liberalization of the country’s
financial sector.
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Instead of striving for autonomy from the system, Heng reintegrated himself into it.
Along the way, he benefited from state policies aimed at its reform. For Heng and many
of his fellow entrepreneurs in ZGC, entrepreneurship is about reimagining and trans-
forming the system and the self by hybridizing the old (experiences, skills, and connec-
tions) with the new (technologies, markets, and management regimes). The pro-
entrepreneurship investor state is a pragmatic ally to this group, providing not only
exclusive access to government-controlled data, but also crucial political backing that
helped buffer startups against the mounting financial risks stemming from campaign-
style entrepreneurialism.

Dan, the sea turtle

Dan is another member of ZGC’s IT elite. The CEO of the Beijing-based start-up com-
pany Serica Crypto-Chip Technologies, Dan identified strongly with the Chinese state’s
efforts to enhance local innovation. A self-proclaimed techno-nationalist, he named his
company Serica – the Latin word for ‘silk’ – because he wanted his chips to emulate the
unrivaled superiority and sophistication of ancient Chinese silk-making techniques. Dan
received his master’s degree from the Chinese Academy of Sciences’ Institute of Comput-
ing – the same institute that designed China’s first CPU chip, as well as nurtured gener-
ations of Chinese IT entrepreneurs, including the founders of Lenovo. After graduating
in 2007, Dan took the well-worn path to America, pursuing his PhD at a top-ranked uni-
versity in California where Dan got involved in an applied research project that gave him
hands-on experience in chip design. During the summer of his second year, he interned
at Google, where he experienced firsthand that company’s famously relaxed management
culture. Dan noted that his experiences at Google would later help him in setting up his
own startup. ‘Chinese society does not respect individuals,’ he explained. ‘American tech
firms like Google know how to better unleash individual creativity and agency’ (Inter-
view, 2016).

However, Dan’s thinking also underwent a techno-nationalist turn during his sojourn
in the US, eventually culminating in a series of events that pushed him to quit his PhD
and return to China. The first trigger was his participation in the 2008 Beijing Olympics
Torch Relay in San Francisco. ‘I was so disillusioned with American democracy after I
saw the biased national and local media reporting on the event. The pro-China voices
were completely muffled by the media because they just assumed we had been brain-
washed by the CCP.’ The 2008 financial crisis further dampened his enthusiasm for
‘American-style capitalism,’ as he saw many of his Chinese engineer friends get laid
off by Silicon Valley companies. ‘They lost their jobs overnight. Because of their visa sta-
tus, they were the first to go’ (Interview, 2016). Just when the growing signs of a robust
post-crisis economic recovery in China made Dan increasingly restless. a news story
about a famous Chinese cryptology professor caught his attention. The professor, who
later became Dan’s advisor at Tsinghua, had stunned the global cryptography commu-
nity when her team exposed a weakness in a key US government encryption code pre-
viously thought to be virtually unbreakable. ‘They called her “the magician from the
Orient,”’ Dan recalled. ‘I immediately realized that I could combine cryptography with
my training in chip design. That could be my niche’ (Interview, 2016). The next day,
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Dan wrote a letter to the professor to express his desire to study cryptography with her at
Tsinghua. He was admitted that same year.

Two years after Dan’s return to ZGC in 2010, while he was still finishing up his dis-
sertation at Tsinghua, he launched his startup, a firm specializing in the design of crypto
chips. The early going was rough, as most private investors were reluctant to invest in
capital-intensive technologies that would take years to become profitable. At one
point, Dan had to sell off his family’s old apartment to make payroll. But Dan’s market
instincts, persistence, and techno-nationalist commitment eventually began to pay off. In
2014, Dan’s company received seed funding from the Tsinghua-affiliated TusStar incu-
bator. That same year, the central government set up what it called the ‘Big Fund’ – a
state-backed ‘fund of funds’ aimed at promoting national self-reliance in semiconduc-
tors. In 2015, Dan was recruited into the state’s highly selective ‘Thousand Talents Pro-
gram,’ as well as the Beijing municipal government’s ‘Overseas Talent Aggregation
Project.’ With that came not just individual financial rewards and favorable policy treat-
ment, but also the all-important stamp of political approval for his company. A political
endorsement of this sort further opens many doors. Between 2015 and 2017, Dan’s com-
pany received two rounds of angel investment from incubators affiliated with Tsinghua
University and Beijing’s Haidian District. In March 2016, Dan had leveraged a rec-
ommendation from ZGC officials to secure a deal with the Ministry of Transportation
allowing him to participate in the design and manufacture of China’s next-generation
public transportation card.

Still, Dan remained resentful of his experiences both fighting against the monopolistic
SOEs that had tried to gobble up his young company for its patents and with unprofes-
sional financial agents and investors who just wanted to make some quick money. His
luck only really turned after the US launched a trade and technology war against
China. The Chinese state, feeling threatened by American sanctions on chip exports to
China, ramped up its efforts to strengthen domestic chip design and manufacturing
capacity. Earlier that year, Dan had been named one of China’s 40 most influential busi-
nesspeople under 40 by Fortune Magazine. By the end of 2018, Dan’s company had
received a major investment from two top state-owned enterprises and two private VC
firms known for backing cutting-edge technologies. Compared with our last meeting
in 2016, Dan was obviously more confident about China’s state-led innovation system
and more reluctant to express any criticisms of it, although he remained critical of
how the proliferation of state and private investment and preferential policies had
allowed some ‘dishonest’ entrepreneurs to take advantage of state support. ‘I have to
thank Trump,’ he joked.

If not for his sanctions on Huawei and ZTE, Chinese tech companies would never have
made up their mind to become more self-reliant in chips. Now they have no choice. The
state had been promoting semiconductor independence for years, but the market didn’t
really take it seriously; they thought the government was just crying wolf. Now the wolf
has finally come. (2019, Interview)

Meng, the grassroots entrepreneur

The majority of the entrepreneurs in ZGC, however, had none of the governmental con-
nections, endorsements, elite education credentials, or alumni networks enjoyed by Heng
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and Dan, much less the latter’s technological expertise. While the state-led championing
of entrepreneurship had encouraged individual risk-taking, the adverse consequences
were disproportionately shouldered by grassroots entrepreneurs who were already disad-
vantaged by the system. The state’s efforts to entrepreneurialize social equity by appro-
priating socialist mass line politics have not only struggled to redistribute economic
opportunities, but actually resulted in the increased precaritization of ICT entrepreneur-
ship. We first learned about Meng’s story from a documentary on ZGC entrepreneurs
produced by the state-owned China Central Television. The documentary, focusing on
non-elite ‘grassroots’ entrepreneurs in ZGC as they braved the storms of the entrepre-
neurial campaign, was praised as ‘motivational’ (lizhi) and won numerous awards after
it was released in 2015 (Interview, 2016).

Growing up in a poor village along the Yangtze River, Meng graduated from a local
tuition-free teachers’ college to become a math teacher after graduation. Frustrated by
the low pay, he quit his job after a few years and began dabbling in some small ventures
before eventually becoming a sales agent for a construction machinery company in 2008.
Riding the coattails of the post-2008 real estate and infrastructure construction boom,
Meng quickly accumulated a small fortune. It wasn’t enough. Enticed by the seemingly
limitless potential of China’s still nascent digital economy, Meng left his hometown and
started a business designing and manufacturing copycat (shanzhai) phones in Shenzhen.
‘I think of it as paying my dues ( jiaoxuefei),’ Meng said, by way of explanation for the
failed venture. ‘I was a rookie with no background who got into an over-competitive
industry,’ he added. ‘I learned my lesson’ (Interview, 2016).

In late 2013, Meng stumbled across a post on Sina Weibo, a Chinese microblogging
site, that touted a co-working café in ZGC. According to one of the articles, the Beijing
government was planning on building an entire street of incubators to serve the emerging
mass entrepreneurship campaign. ‘I thought this could be my opportunity’ (Interview,
2016). Meng began by hanging out at the Garage Café, one of the most popular incuba-
tors in ZGC, picking up the basics of applying for VC funding. During his first year at the
Garage Cafe, Meng came up with and pitched a number of business proposals, including
a poster-making app and a device attached to landline phones that would record and dis-
play caller information, but none got funded. After almost a year’s worth of trial and
error, it suddenly dawned on him that he may bring his old trade of construction
machinery sales online. In late 2014, before the Mass Entrepreneurship and Innovation
campaign had pushed the associated investment frenzy to its zenith, Meng’s proposal for
an Uber for excavator operators and machinery secured seed funding from a domestic
VC firm. Soon after, Meng found himself turned into a poster child for grassroots entre-
preneurial success. Not only was his story featured in the aforementioned CCTV docu-
mentary, but he was also invited to a high-profile event organized by the administrative
committee of ZGC. As a representative of ZGC’s grassroots entrepreneurs, Meng had the
opportunity to meet face-to-face with Chinese Vice Premier Liu Yandong and even talk
to her about his startup. All this state-sponsored publicity amounted to an implicit pol-
itical endorsement for his startup, helping him secure another round of investment in
early 2016, even as the enthusiasm surrounding O2O businesses was beginning to cool
down.

But when asked if he thought the mass entrepreneurship campaign had been effective
in promoting social equity (shehui gongping), Meng’s response was surprising. ‘I don’t
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think there will ever be real equity,’ he said. ‘Securing some investment might bring me
temporary success, but honestly, I don’t feel optimistic about the future of my company.’
When probed, he painted a bleak picture of the startup scene. ‘Do you know how com-
petitive the startup world is?’ Meng asked, before listing some of his worries and
anxieties:

I know of at least a handful of businesses that are in direct competition with me. From what I
know, one company’s founder was a former product manager at Alibaba. Another founder
worked for a state-owned construction company for many years. If you look at DiDi and
Uber, you will see that the game is winner-takes-all. I might have won the VC lottery,
but I don’t have the institutional and personal networks or access to resources needed to
win the larger competition. People doubt you because of your background, and you
doubt yourself. We were born unequal, and there’s only so much I can do. Don’t let the
media propaganda fool you!

Meng’s fortune reversed in the years following our 2016 interview. Since late 2016, the
state, fearful of a ‘hard landing,’ had launched another campaign – the supply-side reform
– to cool down the overheated economy. Without any political buffer and short of
alternative career options, grassroots entrepreneurs in ZGC like Meng were hit harder
than their more elite counterparts. Meng’s company disbanded in late 2018 after the
team had exhausted their funding in a fierce competition with a rival company backed
by the Chinese tech giant Tencent. In a desperate attempt to stabilize the firm’s finances,
he invested some of the company’s VC fund into a P2P (peer-to-peer) lending platform.
The platform, like almost all other P2P platforms, went bankrupt in early 2019, leaving
him deeply in debt.

Meng’s experiences as a model grassroots entrepreneur and media icon for the state-
championed mass entrepreneurship campaign speak to the extra-economic and social
redistributive logic behind the rise of China’s investor state. At the same time, the
extra labor and extraordinary hardship that non-elite entrepreneurs had to go through
to get funded, together with the lack of sustained institutional support, reveal the limit-
ations of the financialized reinvention of socialist mobilization politics in redressing
structural inequalities.

Discussion and conclusion

Hang, Dan, and Meng’s stories were a representative few among the many that were told
in the course of the fieldwork for this research (Zhang, 2023). They embody a creative
bricolage of the old and new, the global and local, that sits at the heart of ICT entrepre-
neurship in ZGC. More importantly they all benefited from and were restricted by the
state’s increasingly financialized ICT regime, especially the efforts to blur the boundaries
between the private and public. Whereas the state serves as a pragmatic ally for the group
of elite entrepreneurs such as Heng and Dan, providing them not only exclusive access to
government-controlled resources but also crucial political backing that helped buffer
against the mounting financial risks, it was less successful at sustaining the struggles of
Meng and the likes to adapt to rapid technological shifts, though it had encouraged
them to engage in entrepreneurial endeavors. In internalizing the individualizing logic
and normalizing structural conditions as part of life under global financial capitalism,
all these entrepreneurs willingly accepted the manifold structural risks brought about
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by China’s rapid marketization, capitalist crises, and financialization, instead viewing
them as ‘opportunities’ for personal reinvention.

Largely a result of the gradual and fragmented manner of the economic reform process
since the 1980s, China’s IT sector has not become one homogenous economic entity but
rather as a multitude of regional systems. Beijing, Shanghai, and Shenzhen, the three
leading economic innovation regions in China, have strikingly different industrial struc-
tures, development paths, and resources (Breznitz & Murphree, 2011). Far from simply a
different temporal and spatial articulation of Silicon Valley, ZGC’s past and present
reveal the complex relationships between the state, market, and entrepreneurs beneath
the veneer of global trends of financialization, platformization, and entrepreneurializa-
tion. ZGC, as other exemplars such as Shenzhen and the Greater Bay Area, or the Yangtze
River Delta region, is but one site in China’s variegated landscape of ICT industries. Each
of these sites has grown out of locally situated market practices of variously positioned
entrepreneurs operating in an unevenly developed economy, simultaneously interacting
with the multi-scalar and fragmented state bureaucratic system.

By situating digital entrepreneurship in its spatiotemporal specificities, we provide a
‘glocal’ account of the complex negotiations between the state, market, and individuals
behind China’s current surging entrepreneurialism as they search for solutions to
restructuring the nation’s unsustainable model of development amid the challenges of
a global financial crisis and the US–China trade war. In highlighting the constant coevo-
lution of the state and market, the tensions within the state’s multi-pronged goals, and
the disparity among IT entrepreneurs, we contribute to the interdisciplinary efforts to
capture the concrete historicity of economic activities as socially embedded practices
beyond the dominant dichotomy of market versus the state.

Instead of treating China as a negative precedent to the capitalist free market ideal or
attributing China’s post-Mao success solely to its adoption of market mechanisms, we
recognized the path dependency of China’s socialist model and further delineated how
its legacies and constraints resulted in a constantly evolving polity. The unresolved his-
torical tensions inherent to China’s social-national-development model, had both nur-
tured and constrained variously positioned entrepreneurs at different points in time.
The tensions intersected with tidal waves of technological changes in defining the
space in which different generations of entrepreneurs were situated. As such, the
state–market relation in China’s shifting position within a coevolving world order, as
we have demonstrated along both the temporal and spatial dimensions, defies any simple
dichotomous categorization.

In contrast to the liberal free market framework in which the state was seen as a mono-
lithic impediment to entrepreneurial freedom, the post-2008 entrepreneurial boom in
China took place in the context of very different relationships between the state, market,
and entrepreneurs. As the 2008 crisis further extended state-led efforts to strengthen
indigenous innovation capacity, a financialized model of state governance emerged.
The post-2008 expansion of state capital into the private sector, the rise of new agents
to distribute and manage state capital, as well as new mechanisms through which the
state is proactively using market instruments for strategic objectives, bespeak a new
mode of state-capital interaction distinct from the earlier eras of ‘state capitalism’ in
China (Musacchio et al., 2014).
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Here, the state’s nationalist drive to foster technological independence and security
and its redistributive desire to generate more opportunities for young people to achieve
social and economic mobility converged in its developmentalist promotion of entrepre-
neurship. ICT entrepreneurship came to be seen as a way to solve long-term contradic-
tions between development, technological autonomy, and social justice. Facing the
challenges of maintaining an acceptable GDP rate while spearheading domestic inno-
vation, curbing unemployment, and boost domestic consumption, the state renewed
its emphasis on market mechanisms, non-governmental firms, and venture capital
regime with new experiments like mixed-ownership reform and state-guided venture
capital funds, which rendered the public–private distinction increasingly blurred. But
this new model of development has taken a winding, zigzagging route over the past
two decades, with mixed implications for a new generation of elite and grassroots entre-
preneurs in ZGC. Most recently, the central party-state’s campaigns to toughen regu-
lation over monopoly tech firms, curbing financially speculative and anti-competitive
practices while driving them towards the state’s new focus on ‘common prosperity’
and renewed efforts to achieve greater technological independence from the US, should
be read as a continuation of its post-2008 reinvention. Our analysis of state–market coe-
volution and local-global interaction and our efforts at disaggregating both state policies
and entrepreneurs help complicate the often ahistorical media narrative of ‘state versus
the entrepreneur.’

Indeed, China’s entrepreneurial reinvention has been profoundly contradictory. By
entrepreneurializing development and social equity, the state has offloaded the risks of
financialized economic and social restructuring onto individuals, forcing them to self-
reinvent in accordance with the logic of the new hybrid economy. Rising entrepreneur-
ship has succeeded in spearheading an economic restructuring of strategic sectors,
benefited a few well-positioned entrepreneurs, and temporarily eased unemployment
pressure. But at least so far, the state’s financialized approach has yet to generate a sus-
tainable long-term strategy for redressing social inequalities and the associated problems
of under-consumption, even as it subjects disadvantaged individuals to new financialized
risks and boom–bust cycles. At the time of concluding this article, the increasingly
unpopular Zero-Covid policy has dampened entrepreneurial activities of all sorts,
which are further frustrated by an impending global recession amid geopolitical uncer-
tainties. All these intersecting global and local conditions, we foresee, are making China’s
path forward both more challenging and uncertain.

Note

1. Despite efforts to recruit more female informants, only four out of 42 startup entrepreneurs
interviewed for this research were women, which revealed the stark gender inequality in
ZGC’s startup scene. However, a thorough discussion of gender issues is beyond the
scope of this essay, and one coauthor discussed gender inequality in IT entrepreneurship
in China at length elsewhere (Zhang, 2023).
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