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Abstract 

Artificial Intelligence is one of the hottest topics all over the world and a lot of AI 

companies appeared during recent years including China. The purpose of this study is 

just to explore the potential future trend of the artificial intelligence market in China so 

that providing a reference for investors when they want to step into the artificial 

intelligence market. The researcher used the quantitative method and modeling to 

conduct this study. To accomplish this purpose, the researcher used a questionnaire to 

gather the information, 150 participants filled out the questionnaire which asked them 

about their understanding of artificial intelligence and its application in their life. 

Additionally, the researcher also gathered the data of 15 artificial intelligence 

companies from Bloomberg and used R-programming to do modeling and came out 

with the results. The conclusion showed that artificial intelligence is popular among 

Chinese people, and a great proportion of them benefited from using the AI application. 

Moreover, the graph obtained by modeling showed that the artificial intelligence 

market in China was developing well and displaying an increasing trend. Therefore, 

investors can choose the AI industry as their option. 
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Introduction 

 

With the big data era drawing near, the artificial intelligence industry meets its second 

spring. At this moment, a great number of artificial intelligence companies appear all over 

the world. China is no exception. Following this trend, Chinese AI companies develop at a 

thunder-like speed, overcoming lots of difficulties in front of them. Moreover, some of 

them welcomed their IPO recently. Attracted by the rapid development of the AI industry, 

large cash flow collected from Chinese investors come into this industry. However, there 

are still a lot of investors who stay with hesitation, without knowing the future trend of 

the AI industry. They don’t want to put their money into risk.  

 

Some information displays the positive trend of the future Chinese AI company. A report 

(Holst,2018) related to the world artificial intelligence industry stated that “China had the 

world’s second large number of artificial intelligence companies, and it also had the 

world’s largest AI patent applications. What’s more, a lot of Chinese STEM students 

graduated each year.” This data implicates that China has a good AI development 

environment. It has enough places (companies) to develop AI; it has enough people 

expert in this area to promote the progress; its government also embraces the innovation. 

Additionally, artificial intelligence has its applications in many kinds of areas. For instance, 

in the recent smartphone, we have Face ID to help us unlock our phone or help us pay 

which makes our lives more convenient; cleaning robot release housewife from doing 
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hard housework. In this condition, it seems that the Chinese AI industry has a rather bright 

future. Chinese investors can just buy AI stock reassuringly. 

 

However, some obstacles exit. For example, the development of AI companies occurs 

recently which means it only exists for a short period. We cannot easily predict the future 

trend just from a short time bloom. What if some potential problems hide in the artificial 

industry and we have not found them until then. Moreover, maybe at the beginning of 

the stage, the expense to expend the AI industry is less compared with the future cost. 

Therefore, we cannot determine what the Chinese AI companies will be in the future. 

These are some of the main reasons that part of the investor who is unwilling to trust the 

AI industry and buy their stocks. 

 

In order to let investors have a better understanding of the Chinese AI industry and also 

hope the Chinese AI industry has a good future, The researcher desire to do this research. 

This research can be divided into three sections --- the basic requirement, trend analysis, 

potential market. In the first section, the researcher will focus on the basic environment 

for artificial intelligence companies to develop which includes government policy, 

companies’ number, experts and patent.;. As for the second section, the data of 15 listed 

companies were used to help estimate the market trend. Basing on their year reports 

including year’s revenue, year’s profit and so on, the researcher used R-programming to 

help build the model to get the approximate trend of the artificial intelligence market in 

China can be predicted. In the third part, the Chinese AI market and the world’s AI market 
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were compared. By listing the strengths of Chinese AI companies, the researcher analyzed 

which industry would be the potential market for the Chinese AI companies. The AI 

industry in each country is different, knowing their advantages and weakness will be 

helpful to find the potential market for the Chinese AI industry. In this part, the data from 

the year report, information on the AI industry over the world will be important. 

  

 

 

 

 

Literature Review 

 

Currently, artificial intelligence presents thunder-like development in China. From 2010 

to 2014, a large quantity of AI companies appeared. In order to better know the future 

trend of the artificial intelligence industry in China. We need to analyze it from my 

directions including basic elements, its applications and, its potential market. 

 

Innovation is a good motive for AI companies to develop in China. In the article written 

by Downes et.al (2016), Chinese business style—open innovation is introduced. The 

authors claimed that with the rapid development of technology, the Chinese companies 

gradually found their suitable business style—open innovation. With the 

implementation of this style, Chinese business achieved great acceleration. The authors 

first defined what is open innovation, through controlling and obtaining full ownership 
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of technical solutions, speeding up its development so that risk and capital costs can be 

reduced. Then the risk of open innovation and a vivid example of Haier solving this risk 

was discussed in which customers, suppliers, entrepreneur and stakeholders could 

cooperate and participate in product innovation. At last, the authors concluded that 

open innovation could help Chinese companies achieve further success. From this 

article, we can just find a basic factor which has affected the AI industry in the past. 

 

Similarly, in another research conducted by Gabriel (2016), the significance of 

innovation is emphasized again. In this research, the researchers stated the current 

status of innovation in China. Innovation had already taken place in China, however, 

only at outset, innovation had much potential to develop in the future. Moreover, in the 

last 30 years, with a large number of multinational corporations entering the Chinese 

market, doing research and developing new products, MNCs had taken up much 

Chinese market. Also, the Chinese market had its dependence on these foreign 

companies. If Chinese local companies wish to find their own flourishment, they need to 

innovate not imitate. Fortunately, with the impact of MNCs, Chinese companies had 

already gained much experience from cooperating with them, and they had their own 

ability to innovate. 

  

Innovation is the prerequisite for a company to develop its technology, especially 

artificial intelligence companies. Apart from innovation, other elements also play an 

essential role in speeding up the development of AI companies.  Holst (2018) wrote a 
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report on artificial intelligence over the world. In his report, it was not difficult to find 

China has the largest number of students who graduated from STEM majors. Moreover, 

China has the world’s largest number of patents in the artificial intelligence field and 

world’s second largest number of AI companies. Additionally, the contribution of China 

to the world AI industry ranked second just below the U.S.A. Chinese had a good 

condition for its companies to develop artificial intelligence. 

 

Another element that will contribute to artificial intelligence is government policy. In the 

research article did by Soofi (2016), the author emphasized the significance of 

government in helping progress its technology companies. Chinese had its unique 

government structure compared to developed countries like the U.S.A, the U.K., the 

government had its ability to guide their market, therefore, once the government 

focused their attention on one field, this field could develop rapidly. Currently, the 

Chinese government was actively involved in assisting private companies, especially 

technology companies. The findings of this research can help me determine the effect of 

government policy on the development of artificial intelligence companies. 

 

Surrounding condition is also an important factor which can determine the development 

trend of the AI industry. Duan et.al (2019) claimed that with the sharply raising of big 

data, the artificial intelligence field embraced its new generation. This article briefly 

talked about the history of AI in the past, and its new present with the impact on big 

data. The researchers offered twelve research propositions related to AI-implement and 
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AI-human interaction which helped to analyze the effect of AI on the decision-making 

process. Relating this research with the performance of Chinese AI companies in the 

past few years, we can approximately conclude some possible reasons for their decision 

making. 

 

The development of artificial intelligence is a good representation of the development 

of a country. In recent years, Chinese artificial intelligence companies produced many 

products applying to diverse industries. In a survey conducted by Rath and Rautaray 

(2014), face detection was a very popular product in the artificial intelligence field. This 

application had been used in different places such as forensics and mobile phone 

production. In this article, the authors showed the principle of face detection and how it 

could help us analyze as well as the advantages and disadvantages.  The conclusion of 

this paper apparently shows one of the applications of artificial intelligence products 

which provides evidence for the information of AI products I collected and helps me 

analyze the potential market in this industry. 

 

Apart from this face detection application, artificial intelligence can also help in other 

places. Allam and Dhunny (2019) did research related to the application of artificial 

intelligence on smart cities.  With the development of technology and science. Modern 

cities tend to use specialized technologies to manage to help them manage different 

kinds of areas in the cities. Adapting the concept of the Internet of Things (IoT), combing 

with big data and artificial intelligence, this new AI will help maintain the sustainability 
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of the city. In order to prove their hypothesis, the authors first stated the popularity of 

big data and artificial intelligence from 2004-2018, stating that the popularity was 

increasing from time to time, which played a basic part to help introduce some 

examples of application of artificial intelligence on smart cities in different kinds of 

domains including education, environment, energy, etc.. After that, the authors talked 

about the relationship among government, culture and smart city. Eventually, the 

conclusion came up that the implementation of AI in Smart Cities is practical. AI 

substantially help aid urban cities in many domains which will accelerate the 

development of the cities. 

 

 

 

 

Research Design 

The researcher used a quantitative strategy to conduct this study. Firstly, the researcher 

used the questionnaire to gather the data from the participants. This data was about the 

attitude of Chinese people towards the artificial intelligence industry in China. With this 

data, the researcher was easy to get the basic background of the development of AI 

companies in China. Secondly, the researcher used modeling to obtain the graph of the 

basic data including annual revenue, profit margin of 15 AI Chinese companies and 

predicted their future trend in the next 5 years. Then the researcher compared the 
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outcome with other reports like the study did by statistisa.com to check the validity of 

this data. Thirdly, this study was a cross-sectional study in which different factors were 

analyzed. 

❖ Study Population and Sampling Technology 

The study population was the people in China. The participants were randomly chosen 

using a questionnaire website called “Wenjuan Xing”. This method could decrease the 

bias in this study. 

❖ Sample Size 

The Sample size of this study was 150 randomly chose Chinese citizens. Moreover, the 

AI companies used to do modeling were collected based on the TOP 15 Chinese AI 

companies list.  

❖ Research Instrumentation  

The researcher gained the data through an online survey and data from Bloomberg. The 

data from questionnaire was used to assess the people’s thinking towards artificial 

intelligence companies. The statista from Bloomberg was used to build the model. 

❖ Data Collection Procedure 

The researcher first edited the questions that would be answered through a free online 

questionnaire website called “Wenjuan Xing”. After that, the researcher used the 

function of this website to deliver this questionnaire to 150 randomly selected people 
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chosen by “Wenjuan Xing”. As for the 15 AI companies’ data. The researcher went to 

Bloomberg lab at Wenzhou-Kean University and searched for the information there. 

 

❖ Data Analysis  

The researcher used Excel and Word to sort the data collected by the questionnaire. By 

sorting the data, the researcher could get the relationship of the attitude of Chinese people 

towards this industry with the development data of the AI industry. As for the 15 AI 

companies’ data, the researcher used R programming to conduct the study. Setting years 

as the independent variable and annual revenue and profit margin as the dependent 

variable, the researcher could estimate the function formula of this development.  

❖ Data to be used 

The data in this study can be divided into three categories. The first category is the 

questionnaire data which just collected from the questionnaire filled by 150 

participants. This data is related to the attitude of Chinese people towards the artificial 

intelligence industry’s development. The data is used to calculate one of the most 

important factors --- support from people that will contribute to the whole industry 
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development.  

 

The second data is the year report data of 15 Chinese artificial intelligence companies in 

China. These data were collected from year reports posted on each company’s official 

website and Bloomberg Terminal in Wenzhou-Kean. These data include the annual 

revenue, net profit of these 15 companies over the last 8 years. Using these data and 

put them into the R-programming program and adopting the regression method, the 

researcher expected to get an approximate trend of the development in this industry. 

At last, the data from previous studies. Up to now, the researcher has found 10 critical 

kinds of researches which can be referred to. From the report did by statista.com, the 

researcher can get information about the world artificial intelligence companies 

developing trends, and the basic development environment including patents number, 

STEM graduated students each year, the number of AI companies. The most important 

data in this report is the prediction of next 3-4 years of the artificial intelligence industry 

in China and all over the world. The researcher can use this prediction and compare it 

with the result of this study. If the prediction trend of both studies is almost similar, the 

probability of this trend is higher. In addition to these data, the data about the 
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components of the artificial intelligence industry in China is also essential. Knowing the 

components of this market, it is easy to find what is the strength and what is the 

weakness, and it will be helpful for the researcher to determine which market is the 

most potential for future development. 

 

 

 

Findings 

Questionnaire Result  

As for the questionnaire, 150 Chinese citizens were randomly chosen by online 

questionnaire platform “Wenjuan Xing”. Here are some reports. 

For the question “Do you know Face Detection technology?”. More 

than 94% of participants answered “Yes”. Face detection is a rather 

significant application of artificial intelligence. High spread of this 

technology means the products of AI tend to have a good market. 
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The result of the question “Do you know some famous IPO AI companies?” demonstrate 

a bad situation of current AI industry. Only 37% of 

participants knew some famous IPO AI companies. This 

was not good news. People have familiarity tendency; 

they are more willing to invest the companies which they 

know.  

 

The question “What is your attitude towards AI industry?” 

More than 65% of people chose to hold positive attitude which 

shows a positive trend of Chinese AI industry. 

 

 

The Result of 15 AI Companies 

In this section, the researcher evaluated the future trend of Chinese AI industry using 

least squared method by testing the linear regression and quadratic regression with R 

programming. The researcher gathered annual revenue from 2010-2018. 
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Annual Revenue （million） 

      Figure-1      

Figure-1 demonstrated each annual revenue data of 15 AI companies. It is not difficult 

to find that each company has a positive trend. 

Figure-2 

Figure-2 is R codes of annual revenue of each company. Before computing the 

regression. The researcher used weight method to come out with industry annual 
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revenue. First, summed up all annual revenue data then made proportion for each 

company. Next, multiplied proportion of each company with its annual revenue, and 

added them up to get industry number. Letting years as X value and annual revenue as Y 

value. Assuming equation of this data as Y=β0+β1X+Vi. Vi is noise distribution which is 

normal distribution with mean equals 0, standard deviation equals 1. Then the 

researcher used least squared method with matrix form to compute two estimators. 

Here the principle was normal equation. β0∑N+β1∑Xi=∑Yi, β0∑Xi+β1∑Xi^2=∑XiYi. The 

consequence of running R code showed estimation equation is Yi=-

16242502.00+8080.81Xi. The slope was positive showed the positive trend of future 

annual revenue. 

 

    Figure-3 
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Then, the researcher computed the p-value to determine the whether this evaluation is 

appropriate. In figure-3 the P -value is 1.172*10^(-05) which was very small. The 

correlation coefficient number is 0.97, displaying the β0 β1 computed were good 

estimator. 

 

The figure-4 shows the graph of this estimation. 

Apparently, there is a positive trend for the whole 

industry.   

       

     Figure-4 
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Net Profit (million) 

In this part. The researcher used the same method to do the regression. However, the 

time period was from 2011-2018.  

Figure-5 

Figure-6 

Figure-6 tells us that the estimation equation is Yi=-2161281.683+1074.863Xi. Here Yi 

means net profit and Xi means years. It is easy to find that there is a positive trend. 
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Figure-7 

From figure-7, the P -value and correlation coefficient were also good. It was a good 

estimation. 

 

 

Figure-8 shows the whole plot and graph. 

 

 

 

Figure-8 

 



 
 

 18 

Potential Market 

The data gathered from previous studies are useful. The researcher has a basic 

understanding of the development of the whole AI industry over the last 10 years. Some 

data like China ranked second in the world AI industry, China has the world’s largest 

number of patents in the artificial intelligence field and China has the world’s largest 

number of graduated STEM students and so on are all important for the researcher to 

know the basic environment to develop Chinese AI companies. What’s more, the 

proportion of the artificial intelligence industry is another important element to help the 

researcher determine the future market. Finance and the internet are the most two 

profitable markets for the AI industry which will be the future potential market to be 

further explored.
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Conclusion 

Limitation 

There are some limitations to this study. The first limitation is that the sample size of the 

questionnaire was small. There were 150 participants in this questionnaire, however, 

this was just a tiny part of Chinese people. Their performance could not represent the 

feelings of all Chinese people. Moreover, there were only 15 AI companies used to 

establish the model. Although they were the top 15 AI companies in the Chinese AI 

industry, they could not represent all the AI companies in China—some small AI 

companies maybe play an important role in accelerating the development of the whole 

industry. What’s more, the data used to analyze this research was not enough, the 

researcher could only the recent 4 years of these 15 companies which made this 

prediction untenable to some extent. Eventually, the time to do this research was short, 

the researcher could not analyze and display the research fully. 

Contribution 

The contribution of this study was stunning. Firstly, there were just few extant study 

related to AI industries in China. Therefore, investigating this field could improve 

Chinese people’s understanding towards the artificial intelligence industry in China, 

helping them to invest when they were staying with hesitation towards the AI industry. 

Moreover, this study could help AI companies attract some investment, promoting their 
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development and innovation which could make the Chinese AI industry more blooming 

and improve people’s lives through contributing much to the total GDP. Secondly, this 

model was not complete and still had some places to improve. Being the reference of 

later people studying in this field, this model could be developed step by step and 

eventually maybe being the standard model in this field. 

All in all, although this study had some limitations and could not demonstrate the total 

trend of this industry, it actually had some contributions not only for the investors but 

also for the scholars. 
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Regression Data 
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