Ca' Foscari
University
of Venice

Master’'s Degree Programme

in Language and Management to China
(D.M. 270/2004)

Final Thesis

Catching the Unicorn: an overview of
the Chinese high-value startups ‘system

Supervisor
Ch. Prof. Giorgio Stefano Bertinetti

Assistant supervisor
Ch. Prof. Franco Gatti

Graduand
Francesca Bosone
Matriculation Number 872354

Academic Year
2022 / 2023






=TT PP PRP 1
] 435 1< o PO 5
L. IUNICOINS 10 CRINA. ...t e 5

L 2D INItION. .. ettt e e 11
1.3Unicorns Table DeSCription. ........o.uvuiinuitiit ittt eeenee 12
L.4UNICOTnS Table. .. ..o 14
LI 1] (AN T2 T £ 50
1.5, TFOUNAAtION YOAT. ...\ttt ettt et e e e e e e e e e e e e e e aeeens 50

1.5 2PTOVINCE/CIIES . . ettt e e e e 51
TG N 1Tt 0 4 52
1.5.4Founding/Founding rounds............c.ooiuiiiiiiii i e 56
1.5.5Selected INVESTOTS. ... uuent e 60
LLS.OVALUC. .. .ot 68

B ] -0 1< 70
FInancial ConteXt. . .......ouuini i 70
2.1Brief Analysis of the Chinese Stock Markets............co.ooeviiiiiiiiiiiiiiiiene 70
2.2Venture Capital, Private Equity and the many steps to create an established company..76
2.3Venture Capital and Private Equity in China..................ooooiiiiiiiiiii 82

| 0] T O 1 () (P 90
2.4Entrepenurial Ecosystem and Innovative Policy..............c.ocoiiiiiiiiii. 90
2.5Scinece Park: History and Evolution...............oooiiiiiiiiiiiiiiii e, 93

(03 4 Ted LD T PP 99

R O EIICES . . .. e 102



i]l]3

Bl

—) WipLeIsZKEERE (/NF 10 F)

=) A HERBIE 1012%T

=) REBEMERE, BRE™

M) EHREREAEM, EFEEATENSL,
L5, PELFEHSREKNEEODERELARMEK. A7 EBEREFEERXMLLT
Fe—TMREEER, HIMASAVITNBERENZFNEN, RBRTTINERESR
MPES—NMPESBXPNEFEN. 7, RASHVABRTFECHKK, REEHEL
A= IYHNARTIEES, RemLE, RIEBEFRARIRAE4L B4 CB Insights
AW (EHMAEAVER), XEMFESIVEE—MEZ, AEIRXHFEHR
ENAFFEFELREPENSER, NEPEMEItIVHNEREEARN. FfrE, &
EveltwER, VBN, RENBFIEANKERENRITER. Fale, Bk
TIRXRFRERE, BV ASEREFEXEENSH IR, BIXNKRE, BiAel
WE, LIHABFESTUBRARERSWINAEESEKBENELRINHSE KL
VAT, RIBEFZHR, THEENORERETHEMERENNE LM,

MUSHEF BB AES, PREUFAERTTBFFE T IEASES T HESWIMEREBUR,
MUEMXHFHEFRREELL. NFEMREZETEFAROEM KRR, LT
BREXEDER FHHRERMER THOVFENNIBEERMAXEH, PELE
BEBUER, BRAVRMED, AXASKIRKAEILAR, REHEFREBKNSE
EAREHRRANGF. MNEFEEL—MHLIVESERELIFNRRILRE DIV
S| S W INEN KB ORARNHR, BINErE, WNERAES, WREHEH, 15
MI, K%, #HR{EINFNRECYZEHEE RSASNEREMEIHFKE,
—LEBETAVEHAERRBREARNEBENOE, FE2HNSWEHATENEIFRIE €
E—NEIFENAFHINE,

BATET DU AT 218 3 U A ER

F—%) B, BIMAELCVEENBAREHRTTERMT, RE, HEET X
%, HPSRECTHEMN 173 ZMAEM., ZREEETASMNER, MIBH &
m, T, B2, SERSHRR, EENRAEFNME. AR MEREZH, R
MELREGEEWBNKIE. Kbk, BREKFECETXRTHAFXEATNEIE. RS
Bffx, XBAHERRANHEL. ATERLTRE, FORETH CB Insights fEATAIEERK



B, BRERINHINEEIR, Crunchbase 1 Failory, #EMEBTH. HERIXNER
HT 7. SHNELE

REEMALENTEHRE 2011 EZFHIHN, EEFE—ITHRAZAIZE 1995
FERSIAT,

AEEMABNINMN TR LR, BXRAIHUEELY—HMEMET R, 0L,
SIHFII, o, XEATESMEMNENFAER. FXE, & RER
T, mAEMLBHEEMENIER MAESVEFE—MH. X—FX
SHTHZREBER.
MASMSVAHESHXFNTY. EERXRERL SREAHIIBILE], €
EBRFMEEMIMURBESLTMNEREE, MEENENMASSVETER
. WARENTIAHEEARAR: ERREENBI IS ERZNETEINM
LS TR WL MIA RAESVEERAETWERT. Lo, S FEFRLE LA
mARNFAEEDN.

s, —RPERAESUVHESESTN 790 ZETHESERTSHR XL
FATR. FMEAELVHNTHNTIESSTNBLESHNRRERRK. It
S, FAEIMESITEEABNFESE. ER—ENHITRERAZR. flW, —XRI
RaAErVHFEHESSTAN 716 ZETMEFIERSHE AN 578, B—
KRR AEMNVHENRESESTA 1145 ETMEEERSHB R 6. —
RIOMIBBEMVHEHES SN 48 LETHHEYERSHE IR AL 56 &,
FEMAEAVHNEEERAEENERBNBABRDEE, HRXERS, BE
EEMBTETI., XEFREASZEREFTE, EREBEER YEREENK
RERBEEH, PELEMAV=ELEFRBAT (BHE Baidu, PFIEEE Alibaba,
FS Tencent EFHRS) hRREZMNHES, BHRBUFEHRE™FEHIFA]
HZMITAH. LKL, BEMITEXINRELERARERS, WEEAT /N
BTEE=E,. PEZBHZEKHNXRBFIERELTFSHERRRE.
SHERAMMER—, cPERASAVHEENERERAE. XFEERIX
KPNBPBRNEREETESR, FENTEEMASINTERELEER. BERX
KA TTHEERNEMEEREMEAFREZMAMAGHRANEASS IV ATH
Al EN ., EREK, —REVAERTZ ENRIAFEZBRSZA AR FIFIIT
EREN. MREHFURERANBRAN, BALWHNERS T,

FH) AREP, RRERFUERAZHAESLVHNTR. EF—HoH, FTNRT
HUREAZRAECVERAOMSZEDN. GARBRET hTERTEDN. TEERT I
=% IR, ZRTHM=RTS. TRTHERERNKT, BeVAEFRE—MH



PARTREF ETREFEE HEOE, TN T e ASRIEREHENR LT,
k=R HpM=trmHe L IARNXLATERZHHEDLENE. RARHRBE TR
eI AGRMEZEOWAERE, WEFR, NERANTEI-—MERYGLYNREE
RKER., BERTMERAEFNETIER, BERER, RAMBRRHRIEHER.

MM AR AR BHERBEHIRERERRN. XER AKX AE R AT BLIRHEHEIIL
AE, FERFTHNERABARDIRE Z B X 7] KEERFRENL SRR E
%1/%, BEERARNNKARAER. WENE T HEME TR WAITENETA
EAENER. ZRE, BWMRTRENERAMBARKAERENER. Ef, &E
ZERE —) ETERERANMBARDUSEZBREXS], =) PENERER

FiwE PO BEREE, =) BFENKRRATHTNEREN, M) BRANEE, AR
EEMBRASRENEHREANFHBEETERARS. PEXNRRATHEELT
e, BRESERE PEEFMEUERPERBEZBOAEKEHNE, ZEXNHE
RGBT AIE AL A E R I E 5

EE_HOP, RITRTHASLLVEENBETR. ABBRTOLVESRSE
(Entrepreneurial Ecosystem), —MEIFTAIN S, X IR A—HTER, MUERMT
TihE, MAAERENSUHASKE LN, REBFEFEER —MEIVESRE, BEE
JRBEERHNBERRBES L. 25, BEHRF T R ENEES R AE M HEkR
Bt WHRSE, F-IREESEXENIN. EHEAFE, SR ACAR
BEIT BN, £PE, TTIERORRNEE-—MREE. TR 7 XMER I
RiRAETFZ Htha M. BERENRITHEATRHESREMNETEKTE, X, B
TR HN TNV TENERBTRS . SKIEBUFEER T XERREXIERZ N,

Ria, BWEHMNGEER AETFEXATHEZETHNERNZLTIR ECE2BEeE
BE—IMHNRSES. PEHEEAMAECVASZEIFEERN, SEENESHAR.

B, FHATBE, EBEESSTXERINCENLER. BE PAXRMIERNMEY
MRS, MMNEET —MRENIAL. EXPALPRASARMUMENT X EEZRE.

BMEz, BARBEHEVNSHE-IHRZNMNEEFENLE. BRFEXREXEATE
FENX—ERFERE-IZERRONE.






Chapter 1

1.1 Unicorns in China

The term Unicorn in finance usually refers to a privately held startup whose value in less than
ten years managed to surpass $1 billion'. It was first popularized by the founder of “Cowboy
Venture” Aileen Lee that in November 20132 published the article “ Welcome to the Unicorn Club:

>3 Unicorns quickly became a very important subject for

Learning from Billion Dollar Startups
the entrepreneurial literature since growth is the main concern of entrepreneurship, and
understanding how a new firm can achieve hypergrowth thanks to this phenomenon is becoming
crucial®. This kind of enterprise is also considered to be a focal point for the police-makers thanks
to the fact that high-growth companies have been associated with job creation and GDP growth.
The media attention that this type of firm tends to attract it is also quite alluring for government

officials.’

In a country like China, where the local economy have started to show signs of decline after
years of booming and it’s now dealing with a very complicate restructuring, Unicorn enterprises
are playing an even more prominent role. As the growth power of a new economy, these new type

of companies are in charge of guiding the technology revolution and the industrial format and

! Chen James, April 29, 2023, “Unicorn: What It Means in Investing, With Examples 2023,
https://www.investopedia.com/terms/u/unicorn.asp, Investopedia, consulted 10/1/2023.

2 Yonghong Jiang (2019). Supporting Policy of Breeding Unicorn Enterprise in Shaanxi Province.

3 Lee Aileen, November 2, 2013, “Welcome to the Unicorn Club: Learning from Billion-dollar Startup”,
https://techcrunch.com/2013/11/02/welcome-to-the-unicorn-
club/?guccounter=1&guce_referrer=aHROcHM6Ly93d3cuZ29vZ2x1L mNvbS8&guce referrer sig=AQAAAEBOEe
slfpdtMOViXbGqlyW8IrbUZqUOUmc7GwUysS4ky NzkylhLO7tRkIMr815mvyPXyPSdgw1bEu3dy8 yqzpXFO
LCiuOXpwCSGadhegyESDivYr02FOOgzL Cbj260AY Ok6vCADbxX2pXUpY W7FecdWb9-wG2yysICfOKShgm,
TechCrunch, consulted in 10/01/2023

4 Penrose, E. T. (1959). The theory of the growth of the firm. New York: Sharpe.

5 Wennekers, S., and R. Thurik. 1999. Linking entrepreneurship and economic growth. Small Business Economics 13
(1):27-56.




model upgrade®. For these reasons, every level of the Chinese government is involved in helping

and facilitate their development, as we can see in a document redacted by the Chinese Ministry of
Science and Technology (F}23% AR ER) and the Ministry of Finance (JWEBIER): 1\ 7 AR €T 8E
NIRRT E (2022—2023 £ ) (The 2022-2023 Action Plan for Improving the

Technological Capabilities of Enterprises). This plan is also to be intended as a part of a bigger
government effort concerning the entire Science and Technological system, the “FRHT{AH| K E=

TR TR (Three Years Plan for the Reform of the Science and Technological System).

From this document we can also see the new trends that are emerging in China to further

improve this reality and make the country even more competitive:

“UIEFHHRPEREHSTEXER/AES, EERMEN TR+
NERREEER, TE. AH. TERVFARES MREGEFLRER, =
PEETHERREETOREMER, EFRXEBNER, BELVEIHENX
BHT, RUBESE, BUBERRK, MXSMOE, RUEHRS, RBikkRE
Bl SISXFHRRLWERKEFIENLLRSEN, ILASKERKBZBRE.
RHLFREBKNSRERREHRENE. 3 2023 £k, —HELIHBR
EIR, IHERMERLCVER, HFROWVRERREFSINSRELRNE
R, —HETEUYRAEREERENE, —K RN VRARERR
R, FEARE AT AER IR, 7

“We shall follow Xi Jinpin thoughts about Socialism with Chinese characteristics
for the new era and fully implement the spirit of the 19" Pary Congress and the various
plenums of its Central Committee, and wholly realize the new concept of development in
an accurate and comprehensive way . Accelerate the construction of new development
structures, give the market free reign to allocate the resources, elaborate a better role for
the government, focus on the key elements of enterprises’ innovation capabilities, highlight
the problems, consolidate accurate policies, strengthened the incentives, optimize

innovative services, boost confidence in the development. Guide and support every kind of

¢ Yonghong Jiang, 2019, Supporting Policy of Breeding Unicorn Enterprise in Shaanxi Province.
7 Chinese Ministry of Science and Technology(F}3%#F) & Chinese Ministry of Finance (W IBEB), “RH A H|IHE=
FEINR 7 & (Three Years Plan for the Reform of the Science and Technological System) August 5, 2023,
https://www.gov.cn/zhengce/zhengeeku/2022-08/15/content 5705464 .htm, consulted 10/1/2023.
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enterprise in making technological innovation into their core competitive factor. Provide
strong support to the one that achieve an high level of science and technology self-reliance
and promote a stable economic growth and high-quality development. By the end of 2023,
a set of innovative policies designed to benefit the enterprises will take effect and thanks
to them enterprises will be able to accelerate the gathering of innovative factors of
production, various company will rely on technological innovation to achieve high-quality
development and will obtain positive results. Some backbone enterprises will become the
national strategic Science and Development force, many small and medium enterprises
(SMEs) will become important sources of innovation, creating a more equal and fairer

environment.

From these lines we can see the full commitment of the Chinese government to create a new

economic model based on innovation that will be formed by a national strategic force of backbone

companies and by many SMEs. In the same document there is also detailed the nature of this action

plan, divided in ten crucial point:

1.

Promote innovative policies that benefit enterprises: increase the reduction of R&D
expenses and tax incentives for high-tech enterprises. Accelerate the implementation of the
new reforms already measured in Zhongguangcun. Improve State Owned Enterprises
(SOESs) and create a better environment for private enterprises. Use as a valuation method
for officials ‘promotion the capacity of the local supervisor to implement those policies.

Establish a mechanism to integrate the enterprises in the decision-making process
about scientific and technological innovation: create a forum system for the
entrepreneurs to consult on technological innovation, organize regularly communication
and conduct inquiry and consultation. Build a network of think-tanks. Intensify the
promotion and implementation of national plans. Pay more attention to the needs and
opinions of the enterprises of key industries to develop a more precise annual guide for the
National Science and Technological Plan ([E 2 £l#£11%l). Increase the proportion of
science and technological experts in key projects closely related to industrial development.
Lead enterprises to intensify research on key and core technologies (8% /0 A):
develop a directory about the key areas that national enterprises should concentrate on.
Enterprises should be encouraged to take the lead and explore new way for the government

and social capital to cooperate. Support digital economy (${=F42}5) enterprises and



platform economy (3 G 2 75%) enterprises to strengthen hard/technology(FE I #5)
innovation, The Central State Owned Enterprises and Private Owned enterprises leaders

in the technological sector must be supported and encouraged to collaborate with each other.
Strengthen the evaluation criteria, the level of conformity and the optimization of the
National Engineering Research center (E K TR AR R F0).

Support Basic Cutting-Edge Research: implement tax incentives for the enterprises that
invest in basic research. Optimize the administration of the National Nature Science
Foundation of China joint found for Enterprises’ innovation and development and
encourage cooperation with the enterprises. Support companies to participate in the
construction of laboratories through research cooperation, co-construction of platforms and

achievements sharing. Accelerate the reconstruction of National Key Laboratories (4 &
B 5 L% %) in accordance with the new standards. Develop Pilot project to build
technological parks (£} 3% &) for future industries and facilitate the cultivation of

enterprises specialize in cutting-edge research.
Promote SMEs as important sources of innovation: in the context of the 14" Five-Year

Plan (4 3) set up special project for SMEs. Support the transfer and transformation of

technological achievements through the National Found for Technology Transfer and
Commercialization (FE ZR &l R i1k 35

innovation. Support the development of “little giant” (/)& _A) enterprises and “Single-

S H4) to improve the level of technology

item champions” enterprises (B2 I 7& Z 1 ). Improve the “Hackerspace-Incubator-

Accelerator-Tech Park™ incubation chain and promote the “investment + incubation”
model.

Increase the S&T talents in enterprises: optimize strategic guidance and services for
entrepreneurs and encourage them to recruit more S&T talents and postdocs. Promote S&T
talents in SOEs.

Increase financial support such as venture capital funds to promote innovation:
Establish coordination mechanism for the financial support of technological innovation.

Encourage angel investments (K{£#3X) and venture capital (K3 3X), implement tax

policies for venture capital and lead their investments towards early stage-companies (3%



B), small companies (#%/]\) and hard-tech companies (3z###}4%). Use in an efficient way

relending and special bonds. Promote new financial S&T products such as enterprise
innovation score-based loans. Implement insurance for R&D insurance, intellectual
property insurance and others. Local government should build S&T enterprises information
platform.

8. Making the Technological resources more accessible: increase the accessibility to
national major scientific infrastructures, scientific instruments and basic patent information.
Support local government to supply public data resources. Encourage innovative cities,
national independent innovative zones, national agricultural high-tech zones, national
high-tech development zones and national Al innovation and development pilot zones to
increase cooperation with enterprises and release more information.

9. Increase the cooperation between industry, universities, research institutions, users
and small, medium and large-sized enterprises: support universities, enterprises and
research institutes to build new R&D institutions. Promote the transformation of S&T
achievements into practical applications. Integrate innovation platforms and promote
cooperation between upstream and downstream enterprises in the production chain.
Promote competition among enterprises.

10. Increase internationalization and innovation: promote various internationalization
method such as cooperation between enterprises in the National High-Tech development

zones and National technological park in the Belt and Road Initiative countries.

This plan perfectly shows the complexity and stratification of the Chinese system. The
combine efforts of both the Ministry of Science and Technology and the Ministry of Finance
highlights how crucial is to achieve results in this field, in which Unicorns enterprises represents
the pinnacle. The seventh point is particular important for this work: Venture capital and Private
Equity (VCPE) are essential for the creation of an healthy startup environment® and the peculiarity

of the Chinese VCPE system will have to be explore deeply.

8 McNeill, D. (2016), Governing a city of unicorns: technology capital and the urban politics of San Francisco. Urban
geography, 37(4), 494-513.



Overall, we can say that China is already a startup friendly country, and it’s now the second
largest one in terms of Unicorn enterprises, just behind the US®. According to an article by Teng
Bingsheng, Professor of Strategic Management at CKGSB (Cheung Kong Graduate School of
Business), from 2015 to 2022 the average annual growth rate of Unicorn companies in China was
45%, higher than the one in the US (32%). Professor Teng has also presented five main reasons
behind the Chinese Unicorns impressive growth:

1. China is the only country outside the US with the ability of developing all-round high
technological capabilities and it’s now became a “technology-driven development” country.
2. The life science sector is rapidly changing and average life expectancy is expected to
increase. Sustainable energy resources are also increasingly being developed for
commercial use.
3. Changes in the global economy and capital environment.
4. The development of China’s Macro Environment through national plans, dual circulation
strategy and consumption upgrading has facilitate investments.
5. The building of new infrastructures and the formulation of polices on finance and taxation
to facilitate the creation of an enterprise-friendly environment in many industries '°.
All of these factors contributed in the creation of a very unique financial and economic landscape,
characterized by many peculiar features. In this thesis, I will examine all of this factors while
giving them a more concrete edge. To do so, I have chosen to examine all of the existing Unicorns
in China nowadays one by one. I will then analyze the results while trying to decipher the
motivations behind them. Nonetheless, before going one with the actual analysis, I must first

defined in a more complete way what I’'m going to considered as a Chinese Unicorn.

9 CB Insights, The Complete List of Unicorn Companies, September, 2023 https://www.cbinsights.com/research-
unicorn-companies, consulted 10/1/2023.

10 Teng Bingsheng, October 27, 2022, “China’s Tech-based Unicorn Companies are popular for Investment”,
https://english.ckgsb.edu.cn/knowledge/article/chinas-tech-based-unicorn-companies-are-popular-for-investment/
CKGSB Knowledge, consulted 10/1/2023.
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1.2. Definition

An official description of what can be considered a Chinese Unicorn can be found in an
article published on May 2017 by the “People’s Daily”, the official newspaper of the Central
Committee of the Chinese Communist party. It this editorial titled “FH4ZERIE N & 2017 Jh A
EFEE RN AT ( The official list of unicorns enterprises published in 2017 by the

ministry of science and technology.: who are the new winners?), we can find a list of standards that

an unicorn enterprise must possess:

B

B ZEBEREXNTERASECVIER —2ETEEREREN AR
EANFAGRY R Z R RS B B BT (2006 F R Z FRAL), = RIRBIEMFIR
#, BEERETOEFEH=1%M4 BoVAEED 1022 THRATAE R
EFEN=1%4% Bl HEEE 100 ZETHRABRMAE, '

“According to the reports, an enterprise must respects the following standards to be
considered a unicorn: 1) must be registered in China with legal personality; 2) from the
time of its establishment should not have passed more than ten years, so that means that
will be considered only enterprises founded in 2006 and behind; 3) it must have obtained
private equity financing and not have been listed on the market yet; 4) behind being aligned
with the previous conditions, a unicorn enterprise must also surpass $1B in value; 5)
Behind being aligned with the previous conditions, if an enterprise surpass $10B in value,

it will be considered a Super Unicorn”

These points, while generally being in line with the previous definition, add a level of
complexity to this research, since they not only introduce the concept of Super Unicorn enterprises,
a sub-category of the Unicorn enterprises, but, most importantly, they present two limitations. The
first one is a legal one and can be seen as quite intuitive and easy to integrate with the more generic
definition, but the second one is rather challenging, since it’s a time limitation concerning the
companies’ foundation year, and there are many example of Unicorns that have been established

before 20062

1 Wang Jing & Yan Feng, 2017, RI#FEEFRN A 2017 Jh A EiE 8 EZH M AREK (The official list of unicorns
enterprises published in 2017 by the ministry of science and technology: who are the new winners?),
http://it.people.com.cn/n1/2018/0324/c1009-29886916.html, people.cn, consulted 10/1/2023.

12 CB Insights, The Complete List of Unicorn Companies, September, 2023 https://www.cbinsights.com/research-
unicorn-companies, consulted 10/1/2023.
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Furthermore, In a paper by Jiang Yonghong, “Supporting Policy of Breeding Unicorn

»13 T’ve found another list of characteristics that a Unicorn must

Enterprise in Shaanxi Province
possess. The list, made by the Torch Center of the Ministry of Science and Technology in 2016,
highlights four key elements:

e A Chinese Unicorn should be an enterprise registered in China with legal personality.

e The establishment time should not be more than ten years.

e The enterprise should not have been listed yet.

e Its value must exceed $1 billion.

As we can see, these four points do not include the time limitation. Since I have not found
this limitation in any other sources that I have used for this work (like CB Insight, TUNGEE,
Failory, CKGSB, ...) I am going to consider just the ten years limit and not the one concerning the
foundation year. As for the concept of Super Unicorn I’'m going to expand the previous definition

using the terms of Decacorn and Hectocorn which, according to CB Insights, can be respectively

defined as Unicorns valued at over $10 billion and Unicorns valued at over $100 billion'#.

1.3 Unicorns Table description

One of the most important goals of this work is to analyze the Unicorn phenomenon in a
more concrete, realistic way. To achieve this important result, I needed to analyze this trend in all
of its complexity, using real data, confronting real enterprises, collecting and schematizing all the
important information that we have about these realities in a coherent and accessible way. In the
end I have decided to create a table that will serve as a guide for my research, comprehensive of

all the elements necessary to understand the current situation.

First, I had to determine what kind of information were crucial for my analysis:

13 Yonghong Jiang (2019). Supporting Policy of Breeding Unicorn Enterprise in Shaanxi Province.
14 CB Insights, The Complete List of Unicorn Companies, September, 2023 https://www.cbinsights.com/research-
unicorn-companies, consulted 10/1/2023.

12



1. Company Name and foundation year: to identify the company and to see how the
phenomenon has changed during the years, if the majority of these enterprises had been
founded in the same period of time or not.

2. Province/City: to see the distribution on the Chinese territory of this phenomenon.

3. Sectors: to highlight the distribution in the different sectors.

4. Founding/ Founding rounds: to see the founding amount that the enterprises have
managed to rise in how many rounds. To understand if there is a difference in terms of
geography or industrial sector.

5. Select investors: to highlight the most important investors group in China, if they are
public or private, if they are local or foreigner.

6. Value: To see the real value of this company nowadays.

After this selection, I had to choose the correct sources from which gain this data. This was
the most difficult part, since there are many sources about this topic, each of them with a different
set of data. Sometimes the information reported are quite similar, most of the time the differences
are striking. To overcome this problem I have decided to establish a main source as the most
important reference for this table: the CB Insight Unicorn list, considered to be the definitive list
for Unicorn companies'>. According to its own site, CB Insights is a market intelligence platform
founded in 2009 that analyzes data points on venture capital, startups, patents, partnerships and
tech news'®. In case of not coinciding information, this table will presents only the one from CB

Insights, precisely the September 2023 list.

I’ve also integrated in this table the data found in two other platform:
1. Failory: an internet company for startup founders specialized in analyzing startup!’.
2. Crunchbase: a leading provider of information about public and private enterprises, from

early-stage star-up to the Fortune 1000'%.

15 Gornall, W., and 1. A. Strebulaev. 2017. Squaring venture capital valuations with reality. no. w23895. Cambridge,
MA: National Bureau of Economic Research.

16 CB Insights, https://www.cbinsights.com/who-we-serve/function/corporate-strategy/, consulted in 10/01/2023

17 Failory, https://www.failory.com/, consulted in 10/01/2023.

18 Crunchbase, https://www.crunchbase.com/, consulted in 10/01/2023.
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1.4 Unicorns Table

Founding/
Company Province/ Selected
Sector Founding Value
(foundation year) City investors
rounds
Sequoia
Capital China,
Content
SIG Asia
1) Bytedance Beijing/ creation,
. $7,440.00M Investments, $225.00B
(2012) Beiyjing data mining,
over 13 rounds Sina Weibo,
Internet
SoftBank
Group
. . E-Commerce, GGV Capital,
2) Xiaohongshu Shanghai/ '
. Mobile Apps, | $917.50M over | ZhenFund, $20.00B
(2013) Shanghai
Social 9 rounds Tencent
Tencent
- E-Learning, $4,044.20M Holdings,
3) Yuanfudao Beijing/
EdTech, over 11 rounds Warbug $15.50B
(2012) Beijing _ ‘
Tutoring Pincus,
IDG Capital
Aerospace,
. Guangdong Electronics, Accel Partners,
4) DJI Innovations
/ Drones, $1,135.00M Sequoia $15.00B
(2006) ) .
Shenzhen | Manufacturing, | over 6 rounds Capital
Wireless
Sequoia
Capital China,
5) Yuangqi Senlin Beijing/ Food and $721.31M Longfor $15.00B
(2016) Beijing Beverage Over 7 rounds Capital, '
Gaorong
Capital

14




Application

Specific
Coatue
o Integrated
6) Bitmain Management,
_ Beijing/ | Circuit (ASIC), | $450.00M over '
Technologies Sequoia $12.00B
Beijing Bitcoin, 2 rounds
(2013) Capital China,
Electronics,
IDG Capital
Manufacturing,
Semiconductor
LTW Capital,
Automotive,
. Legend
7) ZongMu Technology | Shanghai/ Autonomous )
. . $367.83M over Capital, $11.40B
(2013) Shanghai Vehicles,
9 rounds Qualcomm
Robotics
Ventures
Automotive, ]
Sequoia
8) Chehaoduo Beijing/ E-Commerce, $4,304M over
Capital China, $10.00B
(2015) Beijing Online 13 rounds
GX Capital
Auctions
Sequoia
Guangdong Capital China,
9) HEYTEA Food and
/ $579.23M over Tencent $9.28B
(2012) Beverage, Tea
Shenzhen 7 rounds Investment,
BA Capital
E-Commerce, KKR,
Food and $5,040.00M Tencent
10) Xingsheng Selected Hunan/ ‘
Beverage, over 9 rounds Holdings, $12.00B
(2009) Changsha . .
Retail, Sequoia
Shopping Capital China
Tencent,
11) Wedoctor Zhejiang/ Health Care, $1,936.00M Morningside $7.00B
(2010) Hangzhou Medical over 10 rounds Group '
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Sequoia

Capital China,
) Real Estate,
12) Ziroom Beijing/ $2,121.00M Warburg
Rental, $6.60B
(2011) Beijing over 3 rounds Pincus,
Rental Property
General
Catalyst
IDG Capital,
Battery, Bank Of China
‘ Electric $3,207.00M Group
13) SVOLT Jiangsu/ .
Vehicle, over 4 rounds Investment, $6.51B
(2018) Changzhou
Energy Storage, SDIC CMC
Manufacturing Investment
Management
) Warmsun
. Guangdong | Electronics, .
14) Royole Corporation $1,414.00M Holding,
/ Manufacturing, _ $6.00B
(2012) over 16 rounds IDG Capital
Shenzhen | Mobile Devices
Partners
Furniture, )
Alibaba Group,
15) Easyhome Beijing/ Home $2,085.20M '
_ Boyu Capital, $5.78B
(1999) Beijing Renovation, over 2 rounds
' Borui Capital
Retail
Home Decor, Tencent,
16) Lianjia Beijing/ Property $1,701.26M Baidu, $5.77B
(2001) Beijing Management, over 6 rounds Huasheng .
Real Estate Capital
Apps,
PP Ant Financial
Last Mile $2,701M over
17) Hello TransTech Shanghai/ Services
| Transportation, 15 rounds $5.00B
(2016) Shanghai Group,
Ride Sharing, .
GGV Capital
Travel
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Artificial Hillhouse
Intelligence, Capital
. . . Autonomous $3,200.00M Management,
18) Horizon Robotics Beijing/
Vehicles, over Linear Venture, $5.00B
(2015) Beijing
Machine 15 rounds Morningside
Learning, Venture
Robotics Capital
China Grand
Prosperity
. . Electronics, $1,023.88M Investment,
19) Chipone Beijing/ _ ]
Mobile, over 7 rounds Silk Road $4.73B
(2008) Beijing '
Product Design Huacheng,
Oriza Equity
Investment
Artificial CDH
Intelligence, Investments,
. Guangdong Industrial $1,048.00M Goldstone
20) UBTECH Robotics S
(2012) / Engineering, over 10 rounds Investments, $4.58B
Shenzhen Machine Qiming
Learning, Venture
Robotics Partners
) Sequoia
E-Learning, ) )
Capital China,
‘ . Education,
21) VIPkid Beijing/ $975.49M over Tencent
Online Portals, ‘ $4.50B
(2013) Beijing . 8 rounds Holdings,
Primary ] ]
] Sinovation
Education
Ventures
Artificial Atop Capital,
22) WeRide Guagdong/ Intelligence, IDInvest $4.40B
(2017) Guangzhou | Autonomous $1,309M over Partners, '
Vehicles, 11 rounds Qiming
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Computer, Venture
Software Partners
Sequoia
Capital China,
_ $971.14M over Qiming
23) Miaoshou Doctor Beijing/ Health Care,
- . 8 rounds Venture $4.25B
(2015) Beijing Medical sector
Partners,
Tencent
Holdings
Artificial
Ant Financial
Intelligence, ‘
i Services
Facial
. Group,
Recognition, ) )
. Russia-China
24) MEGVII Beijing/ Image $1,358.00M
N - Investment $4.00B
(2011) Beijing Recognition, | OVER 8 rounds
‘ Fund,
Machine
) Foxconn
Learning,
. Technology
Robotics, c
ompany
Software
HD Capital,
Automotive, Qihoo 360
25) Hozon Auto Shanghai/ Electric $4,525M in Technology, £3.95B
(2014) Shanghai Vehicle, 12 rounds China Fortune .
Manufacturing Land
Development
China Health
26) Medlinker Sichuan/ Health Care, Industry §3.92
(2014) Chengdu Medical sector Investment .
$764.74M over
Fund,

6 rounds
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China

Renaissance,
Sequoia
Capital China
Hillhouse
Capital
Management,
27) Abogen ‘ ‘
o Jiangsu/ | Biotechnology, | $1,134M over SoftBank
Biosciences $3.70B
Suzhou Genetics 5 rounds Group,
(2019) N
Qiming
Venture
Partners
Digital
Entertainment,
. Guangdong | | |
28) Dadi Cinema ) Film, Media $154.00M over Alibaba $3.24
(2006) and 1 round Pictures Group .
Shenzhen ‘
Entertainment,
Theatre
Apps, Artificial
Intelligence, Sequoia
- E-Learning, Capital China,
29) Zuoyebang Beijing/ )
EdTech, $3,435M over Xiang He $3.00B
(2014) Beijing ) )
Education, 8 rounds Capital,
Search Engine, GGV Capital
Tutoring
Morningside
) Ventures,
) N Automotive,
30) SouChe Holding Zhejiang/ Warburg
FinTech, ‘ $3.00B
(2012) Hangzhou ) $1,282.21M Pincus,
Leasing )
over 8 rounds CreditEase
Fintech
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Investment
Fund
Matrix
Apps, Partners China,
Guangdong '
31) KK group ) E-Commerce, | $614.44M over | Bright Venture $3.00B
(2014) Marketplace, 7 rounds Capital, .
Dongguan
Online Portal Shenzhen
Capital Group
Sequoia
Capital China,
Sina Weibo,
o Apps, $775.00M over Kleiner
32) Yixia Beijing/ ' ‘ '
File Sharing, 7 rounds Perkins $3.00B
(2011) Beiyjing
Mobile Caufield &
Byers,
Redpoint
Ventures
. Tiger Global
Agriculture, i
$1,452M in Management,
33) Meicai Beijing/ E-Commerce,
8 rounds Blue Lake $2.80B
(2014) Beijing Food and ‘
Capital,
Beverage
ZhenFund
Automotive, FAW Group,
34) Byton Jiangsu/ Autonomous $1,208M over Tencent $2 508
(2016) Nanjing Vehicles, 7 rounds Holdings, .
Electric Vehicle Tus Holdings
' Shunwei
Automotive,
‘ ‘ Capital
35) Star Charge Jiangsu/ Electric
. Partners, $2.41B
(2014) Changzhou Vehicle, ) )
' China Media
Electronics
$125.58M in Group,
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2 rounds Guangzhou
Huiyin Aofeng
Equity
Investment
Fund
V FUND,
Hardware,
. _ . $296.22M over | IDG Capital,
36) Biren Technology | Shanghai/ Information
_ 6 rounds Green Pine $2.32B
(2019) Shanghai Technology, _
Capital
Software
Partners
Eastern Bell
Fleet
Capital 32,
Management,
. SDIC CMC
37) G7 Networks Beijing/ Information
$710.00M in Investment $2.20B
(2006) Beijing Technology,
10 rounds Management,
Logistics,
. Trustbridge
Transportation
Partners
Zhangjiang
Haocheng
38) Huaqin Telecom | Communication missing Venture
Shanghai/ ‘
Technology . Hardware, Capital, $2.19B
Shanghai _ .
(2005) Mobile devices Walden
International,
Intel Capital
Apps, Artificial
Intelligence,
_ ' Sequoia
39) YITU Technology | Shanghai/ Finance, $385.12M over ‘ ‘
_ Capital China, $2.17B
(2012) Shanghai Health Care, 10 rounds .
) Banyan Capital
Machine
Learning
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Sequoia

Automotive, $ 1,425 M over | Capital China,
40) ROX motor Shanghai/ Electric 7 rounds IDG Capital, $2.00B
(2021) Shanghai Vehicle, Qiming '
Manufacturing Venture
Partners
Advertising
Platforms,
Brand JD.com,
41) Xinchao Media Sichuan/ Marketing, $1,329.69M Baidu, $2.00B
(2007) Chengdu Digital over Vision Plus '
Marketing, 8 rounds Capital
Information
Technology
Tiantu Capital,
CMB
42) Guoquan Shihui Shanghai/ Food and $423.44M over | International $2.00B
(2017) Shanghai Beverage 6 rounds Capital, .
Vision Knight
Capital
Sequoia
Consulting, _ _
Guangdong Capital China,
43) Tubatu.com Furniture,
/ $216.48M over Matrix $2.00B
(2008) Home Decor,
Shenzhen 4 rounds Partners China,
Interior Design,
58.com
GGV Capital,
44) Kujiale Zhejiang/ Home Decor,
$312.00M over | IDG Capital, $2.00B
(2011) Hangzhou | Interior Design
8 rounds Linear Venture
. Industrial Volcanics
45) Geek+ Beijing/ ‘
N Automation, Ventures, $2.00B
(2015) Beijing o
Logistics, Vertex
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Robotics, $533.61M over Ventures
Warehousing 11 rounds China,
Warburg
Pincus
Tencent
Artificial '
. Guangdong _ $783.81M over Holdings,
46) XtalPi Intelligence, .
/ ' 8 rounds 5Y Capital, $2.00B
(2014) Biotechnology, .
Shenzhen Sequoia
Pharmaceutical
Capital China
Matrix
Partners China,
47) Beisen Beijing/ Consulting, $421.18M over Sequoia $2.00B
(2002) Beijing Recruiting 8 rounds Capital China, .
Genesis
Capital
Qiming
Public Venture
48) Mafengwo Beijing/ Transportation, | $488.00M over Partners, $2.00B
(2010) Beijing Transportation, 6 rounds Capital Today, .
Travel General
Atlantic
Zheshang
B2B, Venture
Communities, | $519.63M over Capital,
49) HuiMin Beijing/
E-Commerce, 4 rounds GP Capital, $2.00B
(2013) Beijing )
Retail, Western
Shopping Capital
Management
. Bertelsmann
50) Keep Beijing/ Finance, )
. Asia $2.00B
(2014) Beiyjing Security
Investments,
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$614.49M over | GGV Capital,
3 rounds Morningside
Venture
Capital
Northern Light
Artificial
_ $615.00M over Venture
51) Black Sesame . Intelligence, )
. Shanghai/ . 9 rounds Capital,
Technologies Automotive, $2.00B
Shanghai ‘ Xiaomi,
(2016) Machine
FutureX
Learning _
Capital
Matrix
B2B,
Partners China,
Cosmetics,
. Guangdong $953.50M over | Eastern Bell
52) Xingyun Group E-Commerce, )
/ o 5 rounds Capital, $2.00B
(2015) Logistics, )
Shenzhen Hongtai
Supply Chain
Capital
Management
Holdings
Artificial
Intelligence, Sequoia
Information $930.00M over | Capital China,
53) 4Paradigm Beijing/ Services, 11 rounds China $2.00B
(2015) Beijing Machine Construction .
Learning, Bank, Bank of
Software China
Financial K2VC,
54) eDaili Shanghai/ Services, $1.00M over Lightspeed §1.90
(2015) Shanghai FinTech, 7 rounds China Partners, .
Insurance Sky9 Capital
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Automotive, Automobile
55) ENOVATE Shanghai/
. Energy, $1.333M over Industry $1.85
(2015) Shanghai ' .
Mobile 10 round Guidance Fund
Jiangsu
Artificial Shagang Steel
Intelligence, Group,
56) AIWAYS Shanghai/ Automotive, $330.93M over Shanghai $178B
(2017) Shanghai Electric 6 rounds Puyin Industry, '
Vehicle, Funa
Manufacturing Yuanchuang
Technology
Redpoint
Ventures,
QiMing
57) Apus Group Beijing/ $116.3M over Venture
Mobile Apps $1.73B
(2014) Beijing 3 rounds Partners,
Chengwei
Capital
Boxin Capital,
58) Jusfoun Big Data Beijing/ ) $137.13M over DT Capital
Enterprise Tech $1.62B
(2010) Beiyjing 9 rounds Partners,
IDG Capital
E-Commerce,
Freelance,
) . ) Cybernaut
59) Zhubaijie Chongqing/ | Information $429.60M in
(2006) - . Technol A d Growth Fund, $1.61
ongqin echnology, rounds
SAne = IDG Capital
Professional
Services
60) Cao Cao mobility Zhejiang/ Energy, People $1.60
(2015) Hangzhou Mobile Apps, Electrical '
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Ride Sharing, Appliance
Transportation | $968.86M over | Group China,
4 rounds Zhongrong
International
Trust
Shunwei
) Capital
61) GalaxySpace Beijing/ Satellite o
o missing Partners, $1.58B
(2016) Beijing Communication
5Y Capital,
Legend Capital
Guiyang
Venture
Capital,
. ' Food and
62) Xianshenghuo Sichuan/ $92.61 M over Longfor
Beverage, _ $1.57
(2016) Chengdu 5 rounds Capital,
Food Delivery
CAOGENZHI
BEN GROUP
Business
Guozhong
Information
Venture
Systems, $224.35M over _
. Capital
Business 6 rounds
) . ) Management,
63) Baiwang Beijing/ Intelligence,
' _ Shenzhen $1.55B
(2015) Beijing Financial ‘
Capital Group,
Exchanges,
Oriental
Financial
. Fortune
Services,
Capital
FinTech
Food and .
64) Wenheyou Hunan/ Sequoia
Beverage, _ _ $1.55B
(2013) Changsha Capital China,
Restaurants $92.44M over
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4 rounds Warburg
Pincus,
IDG Capital
China Creation
Ventures,
Sierra
65) Ximalaya FM Shanghai/ )
| Internet Radio, | $70.59M over Ventures, $1.52B
(2012) Shanghai
Mobile 7 rounds Xingwang
Investment
Management
Alibaba Group,
Co-Stone
) ) Venture
66) Carzone Jiangsu/ Automotive, )
- $946.49M over Capital, $1.52B
(1995) Nanjing E-Commerce
8 rounds Buhuo Venture
Capital
. Legend
Baby fashion, ‘
Capital,
67) JOLLY Information . E-Commerece,
Zhejiang/ ‘ $100.12M over CDH
Technology Electronics, $1.50B
Hangzhou _ 5 rounds Investments,
(2008) Fashion, )
Sequoia
Internet . .
Capital China
E-Commerce,
Source Code
Freight Service, | $342.37M over _
. Capital,
68) YunQuNa Shanghai/ Insurance, 9 rounds
. o Coatue $1.50
(2015) Shanghai Logistics,
Shioi Management,
ipping,
PP g' DCM Ventures
Transportation
69) Changingedu Shanghai/ E-Learning, Trustbridge $1.50B
(2014) Shanghai EdTech, Partners, '
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Mobile $188.00M over | IDG Capital,
6 rounds Sequoia
Capital China
B2B,
E-Commerce, Source Code
Food and Capital,
70) Yijiupi Beijing/ Beverage, $547.27M over Meituan $1.50B
(2014) Beijing Supply Chain 8 rounds Dianping, '
Management, Tencent
Wine And Holdings
Spirits
Alibaba Group,
Big Data,
China
Cloud
. ) Everbright
71) DT Dream Zhejiang/ Computing,
$260.35M over Investment $1.50
(2015) Hangzhou Cloud Data
3 rounds Management,
Services,
Yinxinggu
Software ‘
Capital
Morningside
72) XiaoZhu Beijing/ Real Estate, $500.00M over Ventures, $1 508
(2012) Beijing Rental 8 rounds Capital Today, .
JOY Capital
Warburg
Property Pincus,
73) Mofang living Shanghai/ Management, | $710.00M over Aviation $1.50
(2009) Shanghai Real Estate, 5 rounds Industry .
Rental Property Corporation of
China
- N Apps, Customer )
74) Tujia Beijing/ ) GGV Capital,
Service, $763.70M over o $1.50
(2011) Beiyjing QiMing
Tourism, 6 rounds
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Travel Venture
Partners
Eastern Bell
Consumer Capital,
75) Yipin Shengxian Anhui/ Goods, $658.49M over | Capital Today, $149
(2017) Hefei Food and 4 rounds Longzhu '
Beverage Capital
Marathon
Artificial Venture
Intelligence, Partners,
Health Care, | $247.65M over Huagai
76) Shukun Technology | Beijing/ ‘
Health 6 rounds Capital, $1.46
(2017) Beijing . ' '
Diagnostics, China
Machine Creation
Learning Ventures
Guangdong . Baidu,
77) Coocaa Electronics,
/ $226.60M over Tencent $1.45
(2006) E-Commerce ‘
Shenzhen 5 rounds Holdings
Ding Xiang
$281.38M over Capital,
78) Juma Peisong Sichuan/ o 5 rounds New Hope
Logistics $1.45
(2011) Chengdu Fund,
Sino-Ocean
Capital
Advanced
Taigang
79) Ouyeel Shanghai/ Materials,
. . Venture $1.45
(2015) Shanghai Industrial $433.72M over ‘
. Capital
Manufacturing, 2 rounds
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Trading

Platform
Sequoia
Capital China,
China Life
. Health Care, $133.00M over Investment
80) Valgen Medtech Zhejiang/ _
Health 2 round Holding $1.43
(2015) Hangzhou ' )
Diagnostics Company,
Qiming
Venture
Partners
Eastern Bell
E-Commerce, )
. Guangdong o $1,2400.00M Capital,
81) Hive Box Logistics, )
/ . over 6 rounds SF Holding $1.40
(2015) Packaging
Shenzhen Co,
Services
STO Express
New
E-Commerce, | $362.00M over Enterprise
82) Koudai Beijing/ Fashion, 4 rounds Associates, §1.40
(2010) Beijing Mobile, Tiger Global '
Shopping Management,
Tencent
Phoenix New
o ' Media and '
83) Yidian Zixun Beijing/ $526.50M over Media,
Entertainment, oL , $1.40
(2012) Beijing 10 rounds Tianjin Haihe
News,
Industry Fund
Green Pine
B2B, ‘
' Guangdong ' $497.19M over Capital
84) Yaoshibang Pharmaceutical,
/ . 7 rounds Partners, $1.35
(2015) Trading )
Guangzhou Ivy Capital,
Platform
DCM Ventures
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Artificial
Intelligence,
DESUN
Information )
Capital,
85) DeepBlue _ Technology,
Shanghai/ ‘ Yunfeng
Technology _ Machine $79.28M over ‘ $1.35
Shanghai . Capital,
(2014) Learning, 7 rounds o
Meridian
Retail ‘
Capital
Technology,
Software
Cloud
) Tencent
Computing, )
Holdings,
86) Jaguar Guangdong | Data Center, 5 founding al
ory
Microsystems / Information rounds $1.34
Ventures,
(2020) Shenzhen Technology,
) Shenzhen
Semiconductor, _
Capital Group
Software
Advantech
FinTech, Capital,
87) Tongdun -
Zhejiang/ Network $361.44M over Temasek
Technology ' _ $1.32B
(2013) Hangzhou Security, 7 rounds Holdings Ltd.,
Software Tiantu Capital
Co.
Qiming
Cloud Data Venture
Services, Partners,
. Natural $339.11M over | China Internet
88) Unisound Beijing/
Language 9 rounds Investment $1.31
(2012) Beijing ‘
Processing, Fund,
Speech Qualcomm
Recognition Ventures
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NS5 Capital,

. - Analytics, .
89) Talking Data Beijing/ _ $310.00M over CR Capital
Big Data, $1.30B
(2013) Beijing ) 6 rounds Mgmt,
Mobile
JD Digits
Coffee,
Coatue
. Food and $11.54M over
90) Manner Shanghai/ Management,
. Beverage, 5 rounds ‘ $1.30
(2015) Shanghai H Capital,
Supply Chain ‘
Capital Today
Management
Accounting, .
. . IDG Capital,
Financial
‘ ' Gaocheng
91) Huisuanzhang Beijing/ Services, $227.34M over ‘
‘ Capital, $1.28
(2015) Beijing FinTech, 9 rounds
Chuanrong
Professional ‘
_ Capital
Services
' Dark Horse
Business
Technology
Development,
Guangdong . . Group,
92) WTOIP Financial
/ ' $306.98M over Hopu $1.27
(2013) Services,
Guangzhou 7 rounds Investment
Property
Management,
Management )
Kefa Capital
o IDG Capital,
Digital
‘ Yuanda
Entertainment,
) Venture
Guangdong Electronics,
93) IMGO $377.40M over Investment,
/ Hardware, o $1.26
(2011) 10 rounds Primitive
Shenzhen | Manufacturing,
) Forest
Project )
Holdings
Management
Group
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Art, Comics, Sequoia
Digital Media, Capital China,
94) Kuaikan manhua Beijing/ E-Commerce, | $595.00M over | CMC Capital $125
(2014) Beijing Marketplace, 6 rounds Partners, '
Media and Tencent
Entertainment Holdings
Health Care, Qiming
95) Shulan Health Zhejiang/
Medical sector, | $85.69M over Venture $1.24
(2013) Hangzhou
Rehabilitation 6 rounds Partners
Artificial
Tencent
Intelligence,
Holdings,
96) Enflame Shanghai/ Machine $744.31M over
Delta Capital, $1.24
(2018) Shanghai Learning, 9 rounds .
) Redpoint
Semiconductor,
Ventures China
Software
E-Commerce, Alibaba Group,
97) Yiguo Shanghai/ Grocery, $800.00M over KKR, $1.20
(2005) Changning | Online Portals, 5 rounds Goldman .
Retail Sachs
Source Code
Capital, XVC
. _ . E-Learning, $267.73M Venture
98) Pipa Coding Beijing/
EdTech, Over 5 rounds Capital, $1.20
(2017) Beijing _ '
Tutoring Hillhouse
Capital
Management
Artificial
Sequoia
Intelligence,
99) Aibee Beijing/ Capital China,
. Information $175.31M over _ $1.20
(2017) Beijing Lenovo Capital
Technology, 7 rounds
and Incubator,
Machine

33




Learning, Group GSR
Robotics Ventures
Artificial
IDG Capital,
Guangdong Intelligence, $300.00M over
100) SmartMore ZhenFund,
/ Machine 4 rounds . $1.20
(2019) . Sequoia
Shenzhen Learning, ‘ ‘
Capital China
Software
Artificial Russia-China
Intelligence, Investment
101) Mininglamp .
Beijing/ Big Data, $1,002.69M Fund, Tencent
Technology | | $1.19
2014) Beijing Machine over 8 rounds Holdings,
Learning, Sequoia
Software Capital China
Sequoia
Capital China,
N _ $188.15M over Qiming
102) Luoji Siwei Beijing/ Broadcasting,
' 5 rounds Venture $1.18
(2012) Beijing Mobile Apps
Partners,
Tencent
Holdings
Cloud Data Source Code
Logistics, Capital,
103) Yimidida Shanghai/ Productivity $553.61M over Global $1.17
(2015) Shanghai Tools, 8 rounds Logistic .
Supply Chain Properties,
Management K2VC
' Qiming
Automotive,
Venture
104) Tuhu Shanghai/ | E-Commerce,
. . $580.45M over Partners, $1.16
(2011) Shanghai Service ]
10 rounds Yaxia
Industry
Automobile,
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Far East

Horizon
Automotive, China Reform
Electric $193.24M over Fund,
105) TELD Shandong/ ‘
. Vehicle, 2 rounds Gaopeng $1.12
(2014) Qingdao ) o
Energy, Capital, Jinhui
Transportation Xingye
Tiantu Capital,
SAIF Partners
) ) E-Commerce, )
106) Juanpi Hubei/ . $136.05M over China,
Fashion, . $1.10
(2012) Wuhan . 3 rounds Newsion
Shopping
Venture
Capital
China Culture
Industrial
Investment
o _ Internet Radio,
107) Qingting FM Shanghai/ 0S $163.70M over Fund, We $1.10
108, .
(2011) Shanghai 8 rounds Capital, China
Mobile )
Minsheng
Investment
Group
BlueRun
$287.83M in Ventures,
Artificial
108) Gaussian Robotics | Shanghai/ 5 rounds Grand Flight
_ Intelligence, $1.10B
(2013) Shanghai . Investment,
Robotics .
Meituan
Dianping
Beijing Juneng
109) Nxin Beijing/ ) Hesheng
o Agriculture $1.08
(2015) Beijing Industry
$53.05M over Investment
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4 rounds Fund, Beijing
Shuju Xinrong
Fund
QF Capital,
QC Capital,
110) S6PINGTAI Shanghai/ o $187.82M over Unicom
. Logistics . $1.08
(2013) Shanghai 6 rounds Innovation
Venture
Capital
Shenzhen
Capital Group,
Autonomous
Robert Bosch
111) UISEE Vehicles,
Beijing/ . $154.3M over Venture
Technology N Machine _ $1.08
Beijing ] 7 rounds Capital,
(2016) Learning,
SeptWolves
Robotics
Ventures
E-Commerce ]
Sequoia
Platforms,
Capital China,
Food and
112) Jiuxian Beijing/ Rich Land
Beverage, $249.21M over _ $1.05
(2009) Beijing Capital,
Sales, 7 rounds v
errysunn
Wine And Y g
o Wealth
Spirits
Sequoia
Automotive, Capital China,
Electric $1,761.19M Gopher Asset
113) Leap Motor Zhejiang/ ‘
Vehicle, over 9 rounds Management, $1.01
(2015) Hangzhou ‘
Energy, Shanghai
Manufacturing Electric Group

36




Artificial NetEase
Intelligence, Capital,
114) Xiaoice Beijing/ Machine $138.4M over | Northern Light $1.00B
(2020) Beijing Learning, 5 rounds Venture '
Virtual Capital,
Assistant Microsoft
Digital Media,
GGV Capital,
EdTech,
' Guangdong ‘ Hillhouse
115) Xiaoe Tech Education $138.82M over
/ Capital $1.00B
(2015) sector, 4 rounds
Shenzhen Management,
Marketing,
IDG Capital
Software
Finance,
Financial Bojiang
Services, Capital,
116) WeBull Hunan/
FinTech, $230.31M over Hongdao $1.00B
(2016) Changsha
Information 6 rounds Capital,
Technology, Mobai Capital
Venture Capital
Yunfeng
Capital,
SDIC
117) Banma ) )
Automotive, $696.76M over Innovation
Technologies Shanghai/
Autonomous 5 rounds Investment $1.00B
Network Shanghai
Vehicles Management,
(2015) :
Shang Qi
Capital
Artificial Goldman
118) IKMXC Zhejiang/ )
Intelligence, Sachs Asset $1.00B
(2014) Hangzhou
Machine Management,
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Learning, $98.96M over SDP
Robotics, 10 rounds Investment,
Service Alibaba Group
Industry
Qualcomm
Ventures,
Artificial
Nine
Intelligence,
, $203.91M over | Intelligence
119) Haomo.Al Beijing/ Automotive, ‘
_ 5 rounds Capital, $1.00B
(2019) Beijing Consulting,
. Hillhouse
Information ‘
Capital
Technology
Management
Matrix
Financial
Partners China,
_ Services, ‘
120) JimuBox Beijing/ $131.00M over | Ventech China,
N FinTech, _ $1.00B
(2013) Beijing . 3 rounds Shunwei
Lending, ‘
_ _ Capital
Micro Lending
Partners
U.S.-China
Green Fund,
121) Hosjoy Jiangsu/ $138.53M over Founder H
~ E-Commerce $1.00B
(2009) Nanjing 5 rounds Fund,
Richland
Equities
Animation, Sequoia
Graphic Capital China,
122) Tezign Shanghai/ ‘ '
_ Design, $110.00M over | Linear Venture, $1.00B
(2015) Shanghai
Marketing, 7 rounds Hearst
Software Ventures
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Artificial

Sinovation
Intelligence,
Ventures,
Autonomous
123) Momenta Beijing/ Tencent
Vehicles, $1,283M over ‘ $1.00B
(2016) Beijing ‘ Holdings,
Mapping 10 rounds '
) Sequoia
Services, ) )
Capital China
Software
Automotive,
Freight Service,
Guangdong Logistics, $182.05M over Co-Energy
124) YH Global _ .
(1997) / Supply Chain 1 round Finance, $1.00B
Shenzhen Management, Grandland
Transportation
Apps, Children, TAL Education
125) KnowBox Beijing/ EdTech, $306.16M over Group, $1 00B
(2014) Beijing Education, 6 rounds Legend Star, .
Mobile Alibaba Group
China
$223.29M over Minsheng
126) Huliang Shanghai/ EdTech,
. . 5 rounds Investment, $1.00B
(2001) Shanghai Education .
Baidu,
Wanxin Media
Banyan
Capital,
E-Commerce, | $224.40M over | New Horizon
127) BeiBei Zhejiang/
Fashion, 3 rounds Capital, $1.00B
(2011) Hangzhou . _
Shopping IDG Capital
Partners
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Yungqi Partners,

Industrial $228.79M over SoftBank
128) Keenon Robotics | Shanghai/ )
. Automation, 7 rounds Group, $1.00B
(2010) Shanghai
Robotics 1Vision
Ventures
Yinhong
Equit
Auto Insurance, A
$249.00M over Investment
129) Hyperchain Zhejiang/ Insurance,
‘ 6 rounds Fund, $1.00B
(2016) Hangzhou Retalil,
E Fund,
Wholesale
Ideal
International
Sequoia
. Artificial $259.64M over | Capital China,
130) Mobvoi Beijing/ _ )
Intelligence, 7 rounds SIG Asia $1.00B
(2012) Beijing
Mobile, Investments,
ZhenFund
Artificial
Intelligence, BOC
Guangdong Computer International,
131) Intellifusion
2014) / Vision, $287.85M over TopoScend $1.00B
Shenzhen Facial 11 rounds Capital,
Recognition, Hongxiu VC
Software
Bertelsmann
Artificial Asia
Intelligence, $391.00M over | Investments,
132) Fiture Sichuan/
Fitness, 4 rounds Sequoia $1.00B
(2019) Chengdu
Robotics, Capital China,
Sport sector NIO Capital
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IDG Capital,

CRM,
. Northern Light
133) FXiaoKe Beijing/ Software,
. $338.00M over Venture $1.00B
(2011) Beijing Supply Chain
13 rounds Capital,
Management
DCM Ventures
Xingwang
Investment
Food and Management,
134) Zhihaiguo Chongqing/ Beverage, $3,206.53M China Capital | 00B
(2018) Chongqing Food over Investment .
Processing 5 rounds Group,
Matrix
Partners China
Cloud
Computing, Eastern Bell
Enterprise Capital,
135) XForcePlus Shanghai/
. Software, $200.00 M over Danhua $1.00B
(2015) Shanghai
Information 6 rounds Capital,
Technology, MSA Capital
Software
Morningside
Apps,
Venture
136) Maimai Beijing/ Enterprise )
$300.00M over Capital, $1.00B
(2013) Beijing Software,
4 rounds IDG Capital,
Messaging
DCM Ventures
Artificial
Intelligence,
‘ Guangdong ‘
137) iCarbonx ) Biotechnology, | $199.00M over Tencent, $1.00B
(2015) Health Care, 2 rounds Vcanbio .
Shenzhen ‘
Machine
Learning
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QiMing
Software, Venture
) ) E-Learning, $315.00M over Partners,
138) 1TutorGroup Shanghai/
_ Education, 4 rounds Temasek $1.00B
(1998) Shanghai ‘
Language Holdings,
Learning Silverlink
Capital
SAIF Partners
) . E-Commerce, ]
139) Womai Beijing/ $320.00M over China,
N Retail, . $1.00B
(2009) Beijing ) 4 rounds Baidu,
Shopping .
IDG Capital
Advanced
Materials, K2 Ventures,
140) Zhaogang Shanghai/ Industrial $361.25M over Matrix $1.00B
(2012) Shanghai | Manufacturing, 9 rounds Partners China, .
Trading IDG Capital
Platform
Qiming
Finance, Venture
Financial Partners,
141) Wacai Zhejiang/ Services, $368.60M over China $1.00B
(2009) Hangzhou Information 8 rounds Broadband .
Technology, Capital,
Mobile Apps CDH
Investments
Matrix
Corporate
Partners China,
Training,
142) Yunxuetang Jiangsu/ $397.28M over Sequoia
Professional ‘ _ $1.00B
(2011) Suzhou . 9 rounds Capital China,
Services,
Hundreds
Software ‘
Capital
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China

143) SITECH DEV Guizhou/ Automotive, o .
. o missing Prosperity $1.00B
(2017) Guiyang Logistics ]
3 rounds Capital
Delian Capital,
China
Clean Energy, )
Guangdong $110.59M over | International
144) EcoFlow Electronics, )
/ 5 rounds Capital $1.00B
(2017) Energy sector,
Shenzhen Corporation,
Solar '
Sequoia
Capital China
Haitong
Kaiyuan
Investment,
145) LinkSure Network | Shanghai/ ' $52.00M over | Northern Light
. Mobile $1.00B
(2013) Shanghai 3 rounds Venture
Capital, and
Undisclosed
Investors
Cloud V Star Capital,
Computing, GF Xinde
Cloud Data Investment
) ) Services, Management
146) China Cloud Jiangsu/ )
‘ Consulting $522.80M over Co., $1.00B
(2020) Wuxi ‘
sector, 11 rounds Haitong
Enterprise Leading
Software, Web Capital
Design Management
147) Poizon Shanghai/ | E-Commerce,
. _ $1.00B
(2015) Shanghai Fashion, DST Global,
Information missing Sequoia
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Technology, 3 rounds Capital China,
Retail Gaorong
Capital
China
Investment
148) LinkDoc
Beijing/ Big Data, $253.02M over | Corporation,
Technology $1.00B
Beijing Security 6 rounds New
(2014) .
Enterprise
Associates
Advertising
China
Platforms,
149) TERMINUS Everbright
Beijing/ B2B, $629.58M over o
Technology o Limited, $1.00B
Beijing Digital 6 rounds
(2015) IDG Capital,
Marketing
iIFLYTEK
Sector
Fosun RZ
Capital,
E-Commerce, Oceanwide
150) Huike Group Beijing/ E-Learning, $63.00M over Holdings, $1.00B
(2010) Beijing Education 4 rounds Shenzhen .
Sector Qianhe Capital
Management
Co.
Health Care,
Life Science,
N Tencent
151) Dxy.cn Zhejiang/ Health sector,
_ Holdings, $1.00B
(2000) Hangzhou | Pharmaceutical, | $672.00M over
_ ' DCM Ventures
Social Media, 5 rounds
Software
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Standard

Finance, Chartered,
152) DianRong Shanghai/ Financial $649.00M over FinSight $1.00B
(2012) Shanghai Services, 9 rounds Ventures, .
FinTech Affirma
Capital
Prometheus
. Capital,
Delivery .
153) FlashEx Beijing/ . $339.00M over Matrix
Service, _ $1.00B
(2014) Beiyjing 8 rounds Partners China,
Logistics
JD Capital
Management
. KKR,
- - Local Business .
154) 58 Daojia Beijing/ $300.00M over | Alibaba Group,
Service . $1.00B
(2014) Beijing 2 rounds Ping An
Industry
Insurance
Artificial
Intelligence,
Human
Resources, $142.27M over | GGV Capital,
155) Moka Beijing/ _
Information 7 rounds GSR Ventures, $1.00B
(2015) Beijing
Technology, FreesFund
Machine
Learning,
Staffing Agency
58.com,
156) Zhuan Zhuan Beijing/
E-Commerce | $990.00M over Tencent $1.00B
(2015) Beijing _
5 rounds Holdings
China
157) Youxia Motors Shanghai/ Automotive, $1,3260 M over | Environmental
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(2014) Shanghai | Electric vehicle 3 rounds Protection $3.35
Industry,
China Fortune
Ocean
158) Gokin Solar Guangdong Renewable 616.17 M over | IDG Capital, $2.88
(2019) / Energy, 4 rounds Puluo Capital,
Zhuhai Manifacturing Midea Capital
159) ChaBaiDao Sichuan/ Food and 140.26M Tomato Capital $2.52
(2008) Chengdu Beverage Over 1 round
Shunwei
Capital
Partners,
China Media
160) Cgtz Zhejiang/ Fintech $535.86M over Group, $2.41
(2014) Hangzhou 4 rounds Guangzhou
Huiyin Aofeng
Equity
Investment
Fund
Centurium
Capital,
Information Cedarlake
161) Iluvatar Corex Shanghai/ Services, 185.52M over Capital, $1.55
(2015) Shanghai Information 5 rounds Unicom
Technology, Innovation
Software Venture
Capital
China Grand
162) Bordrin Motors Shanghai/ Automotive/ 361.00M over Prosperity $1.48
(2016) Shanghai | Electric vehicle 4 round
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Investment,

CSC Group

163) Huasun
(2020)

Anhui/

Xuancheng

Battery/
Energy Sector

$353.1M over

4 rounds

Hongtai
Capital
Holdings,

Jintou Zhiyuan

$1.46

164) Fox Ess
(2019)

Zhejiang/

Wenzhou

Energy
Management/

Energy storage

$141.58M over

2 rounds

Sparkedge
Capital,
Guotai
Ruichengde
Asset

Management

$1.40

165) TUNGEE
(2016)

Guangdong
/

Guangzhou

Artificial
intelligence,
Machine

learning

$171.05M over

6 rounds

UNITY
VENTURES,
Qiming
Venture
Partners,

GGV Capital

$1.30

166) Greater Bay
Technology
(2020)

Guangdong
/

Guangzhou

Battery

$157.15M over

3 rounds

Tencent
Holdings,
Utrust Venture
Capital,
GF Xinde
Investment
Management

Co.

$1.26

167) B&C Chemical
(2010)

Jiangsu/

Pizhou

Chemical

industry

$176.91M over

8 rounds

Suzhou
International
Development

Venture

$1.02
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Capital

Holding,
GP Capital
168) Percent Beijing/ Al $12M over IDG Capital $1.00
(2009) Beijing 3 rounds
5Y Capital,
169) Lamabang Guangdong | E- commerce | $120.00 M over Matrix $1.00
(2011) / 4 rounds Partners China,
Shenzhen K2vC
Sequoia
170) Mia.com Beijing/ Consumer & $231.6M over | Capital China, $1.00
(2011) Beijing Retail 5 rounds ZhenFund,
K2 Ventures
Qiming
Venture
171) Caidya Shanghai/ | Healthcare & $244.1M over Partners, $1.00
(2016) Shanghai Life Sciences 5 rounds Vivo Capital,
Sequoia
Capital China
Tencent
172) HAYDON Shanghai/ Consumer & $100M over Holdings, $1.00
(2020) Shanghai Retail 2 rounds Hillhouse
Capital
Management
Qiming
Venture
173) Zhipu.Ai Beijing/ Al/ Partners, $1.00
(2019) Beijing industrial missing Legend
Capital,

Jiangmen




Venture

Capital

Table 1 The 173 Unicorn Companies present in China. Source: CB Insights Unicorn List (October 2023).
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1.5 Table analysis

In the previous chapter I have categorized all of the 173 Unicorns that, according to CB Insights,
are located in China. Now I will present the results following the specifications used in table 1.1:

Foundation Year, Province/City, Founding amount/Founding Rounds, Selected Investors, value.

e Foundation year: The so called “year one” of our Unicorn timeline can be placed in 1995,
the foundation year of the oldest Unicorn in China. From the data, we can already deduce

that overall the history of Chinese startups have been quite uneven during these years:

Foundation
N° Unicorns
year 2010 7
1995 ! 2011 14
1996 0 2012 16
1997 ! 2013 15
1998 ! 2014 23
1999 ! 2015 31
2000 ! 2016 13
2001 2 2017 9
2002 1 2018 3
2003 0 2019 2
2004 0 2020 G
2005 2 2001 1
2006 5
2007 1
2008 4
2009 7
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Province/ City: from the data we can clearly see that the unicorn phenomenon is not
equally distributed on the Chinese territory. The easter regions have a clear advantage over
the others, especially the two direct-administrated municipality of Beijing and Shanghai. It

is also important to notice how Unicorns can develop in different cities of the same

province.
Beijing Sichuan
Beijing 64 Chengdu 6
Shanghai Hunan
Shanghai 42 Changsha 3
Anhui
Guangdong — 1
Shenzhen 19 Sanchens 1
Guangzhou 5
Dongguan 1 Chongging
Zhuhai 1 Chongging 2
Zhejiang Guizhou
Hangzhou 16 Guiyang 1
Wenzhou 1 Hubei
Wuhan 1
Jiangsu
Nanjing 3
Changzhou 2
Suzhou 2
Pizhou 1
Wuxi 1
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e Sectors: on a national scale, we can see that the Chinese Unicorns activities are very
diversify and embrace a variety of sectors. In the table 1.1, I have tried to describe the core
business of these enterprises in a more complete way with the intention of showing their
complexity and range. Here I will present them in a more straightforward way to make the
analysis more clear and comprehensible. I have adopted the terms and the classifications

used by the CB Insights list to keep my analysis coherent with my main source.

PRC

<

® Industrial

= Consumer & Retail

= Enterprise Tech
Healthcare & Life Sciences

= Media & Entertainment

= Financial Services

Figure 1.1 Chinese Unicorn Companies industry distribution. Source:
CB Insights Unicorns List (October 2023).

As we can see, the Industrial sector and the Consumer & Retail sectors is the predominant
one, followed by Enterprise Tech, Healthcare & Life Sciences, Media and Entertainment
and Financial Services. This is also in line with the 2022-2023 £ EkJh 2\ H7IR

£ (Report of the 2022-2023 Global Unicorn Enterprises Analysis ) by iTjuzi.com', a

company founded in 2013 in Beijing, a leading data service provider in China?’. According

19 Ttjuzi.com, “2022-2023 F 2k A EM VD HTIRE (Report of the 2022-2023 Global Unicorn Enterprises
Analysis )”.
20 Ttjuzi.com, https://www.itjuzi.com/, consulted in 11/15/2023.
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to them, the majority of the Chinese Unicorns occupied the advanced manufacture field, as

the rest of the Asian countries Unicorns. It is also important to notice that the most

successful Unicorns, i.e. Bytedance and Xiaohongshu, belong to the Media sector.

This graphic represents the Unicorn situation only on a national level. To highlight the

regional diversification, I have created a specific set of graphics for each important area:

Beijing

o

m |ndustrial

= Consumer & Retail
Enterprise Tech
Healthcare & Life Sciences

= Media & Entertainment

m Financial Services

Figure 1.2 Beijing Unicorn Companies industry distribution. Source:
CB Insights Unicorns List (October 2023).

Shanghai

N\

m |[ndustrial

= Consumer & Retail
Enterprise Tech
Healthcare & Life Sciences

= Media & Entertainment

® Financial Services

Figure 1.3 Shanghai Unicorn Companies industry distribution. Source:

CB Insights Unicorns List (October 2023).

Beijing: we can see that the Consume and Retail sector
is the most important one, followed by Enterprise Tech,
Industrial, Financial Services, Media and Healthcare
and Life Sciences. Overall, the Unicorns’industries
here are quite diversify. We must also remember that,
although the Media sector is one of the smallest, it

comprehends the global colossus Bytedance.

Shanghai: here the Industrial sector dominates the
graphic. Shanghai is a strong manufactural power and
its industry is more concentrated in one sector, thus, it
tends to be less diversify, although it’s still very strong
in Consumer/Retail and Enterprise Tech sector. It is
also important to notice that, similarly to Beijing, it’s
most important Unicorn, Xiaohongshu, belongs to the

Media sector.
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Guangdong

\

= Industrial

= Consumer & Retail
Enterprise Tech
Healthcare & Life Sciences

= Media & Entertainment

= Financial Services

Figure 1.4 Guangdong Unicorn Companies industry distribution. Source:

CB Insights Unicorns List (October 2023).

Zhejiang

\

m |ndustrial

= Consumer & Retail
Enterprise Tech
Healthcare & Life Sciences

= Media & Entertainment

= Financial Services

CB Insights Unicorns List (October 2023).

Jiangsu

m [ndustrial

= Consumer & Retail
Enterprise Tech
Healthcare & Life Sciences

= Media & Entertainment

Figure 1.5 Zhejiang Unicorn Companies industry distribution. Source:

Figure 1.6 Jihl1gsu Unicorn Companies industry distribution.
Source: CB Insights Unicorns List (October 2023).

Guangdong: The dominant sector is still represented
by the industrial one, while the Financial sector is
completely non-existent. Compared to the first two
regions, Guangdong has less Unicorns, and this leads
to less diversification. Contrary to the previous
situations, we can see that these enterprises are more
equally spread on the territory and, even thou there is
a clear predominance of the Shenzhen area, there are
also important concentration of them in three other

municipalities.

Zhejiang: Industrial is the main sector again, but we
can see that here the Healthcare sector is the second
most important one. Enterprise Tech and
Consumer/Retail are still quite relevant sectors, while
there isn’t any Media Unicorn. For what concern the
Unicorns distribution on the territory, the Zhejiang
province is more in line with the one-city model

instead of the Guangdong one.

Jiangsu: the local industry is dominated in a very
decisive way by the industrial sector, while regional
Unicorns in the Financial and Media sectors are yet to
appear. Jiangsu is also characterized by the fact that
the majority of its Unicorns are not concentrated in
one single city, but they are spread all over its territory.
It’s similar to the Guangdong model, but the

distribution tendency is even more prominent.
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Sichuan

= [ndustrial

= Consumer & Retail

= Enterprise Tech
Healthcare & Life Sciences

= Media & Entertainment

m Financial Services

Figure 1.7 Sichuan Unicorn Companies industry distribution.
Source: CB Insights Unicorns List (October 2023).

Hunan

m |ndustrial

= Consumer & Retail

= Enterprise Tech
Healthcare & Life Sciences

= Media & Entertainment

m Financial Services

Figure 1.8 Hunan Unicorn Companies industry distribution.
Source: CB Insights Unicorns List (October 2023).

Anhui

O

m Industrial

= Consumer & Retail

= Enterprise Tech
Healthcare & Life Sciences

= Media & Entertainment

= Financial Services

Figure 1.9 Anhui Unicorn Companies industry distribution. Source:
CB Insights Unicorns List (October 2023).

Sichuan: Healthcare and Consumer/Retail have the
same number of Unicorns, so they both occupied the
first position. The second position also belongs to two
sectors, the Industrial one and the Media one. All of
these enterprises are concentrated in Chengdu, so this
province is more in line with the Zhejiang’s model than

the Guangdong’s one.

Hunan: the local Unicorn industry is concentrated in
just two sectors: Consumer/Retail and Financial
services. All of its Unicorns are concentrated in the

city of Changsha.

Anhui: the province presents just two Unicorns, one
in the industrial sector and the other one in the
Consumer and Retail one. Unlike the Hunan
province, Anhui’s Unicorns are located in two

different cities: Hefei and Xuancheng.
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Chongging

Chonggqing: the third and last direct-administrated
municipality presented in this list (Tianjing does not
have any Unicorn) has also just two Unicorns: one in

the Enterprise Tech field and the other one in the

= Industrial
Consumer & Retail Consumer and Retail field.
Enterprise Tech
Healthcare & Life Sciences

= Media & Entertainment

m Financial Services

Figure 1.10 Chongging Unicorn Companies industry distribution.
Source: CB Insights Unicorns List (October 2023).

The other areas, Guizhou and Hubei, present just one Unicorn each, respectively in the

Industrial sector and in the Consumer and Retail sector.

¢ Founding/ Founding rounds: From the data we can clearly see a difference in the average
founding amount that a startup can raise in the different territories and in the different

sectors. The national average is:

PRC average founding amount = $790.505 M
This national average has been calculated without including six enterprises whose data
have not been reported by CB Insights (Huaqin Telecom Technology, Galaxy Space, Jaguar

Microsystem, Sitech Dev, Poizon and Zhipu.A1).

The average founding amounts of each territory are:

Average founding amount per territories
Beijing* $862.9477TM
Shanghai* $554.8826M
Guangdong* $716.1978M
(Shenzhen) ($1,145.907M)
(Guangzhou) ($488.274M)

56



Zhejiang $558. 3094M
Jiangsu $872.9544M
Sichuan $499.9467M
Hunan $1,787.583M
Anhui $505.795M
Chongqing $1,818.065M
Figure 2.1 The average founding amount per territories. The territories with incomplete data Unicorns have been marked with

an asterisk. Sources: CB Insights Unicorn list (October 2023).

Hubei’s only Unicorn has received $136.05M while we do not have any data for the
Guizhou’s one, Sitech Dev. The other territories that have Unicorns with incomplete data
have been marked by an asterisk: Beijing average does not include Zhipu.Al and Galaxy
Space, Shanghai’s one does not include Huaqin Telecom Technology and Poizon while
Guangdong does not include Jaguar Microsystem. Regarding Guangdong, I have also
choose to add the average of Shenzhen and Guangzhou under the provincial average, since
the specific conformation of the Unicorns’ environment in this region has resulted in

important internal variations.

According to the table above, there are five territories whose average founding
amount is below the national one. These territories are: Shanghai, Guangdong (even if
Shenzhen average is much higher), Zhejiang, Sichuan and Anhui. The presence of
Shanghai in this group is quite interesting, since it is China second most important Unicorn
center. The highest average instead is represented by Chongqing, while Sichuan’s average

is the lowest.

The average founding amounts of each sector are:

Average founding amount per sectors
Media & Entertainment $986.5485M
Consumer & Retail* $1,008.43M
Industrial* $812.1837M
Enterprise Tech* $345.496M
Healthcare & Life Sciences $595.122M
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Financial Services $530.4856M

Figure 2.2 The average founding amount per sectors. The sectors with incomplete data Unicorns have been marked with an
asterisk. Sources: CB Insights Unicorn list (October 2023).

In this table, similarly to what I have done in the previous table, I have marked the
sectors characterized by incomplete data Unicorns with an asterisk. The Consumer and
Retail sector does not include Poizon, the Industrial sector does not include Galaxy Space,
Jaguar Microsystem and Sitech Dev. Enterprise Tech does not include Zhipu.Al and

Huagqin Telecom Technology.

The highest average is represented by the Consumer & Retail sector, the lowest by
the Enterprise Tech. The Media sector represents the second highest average and includes
the Unicorn with the highest founding amount, Bytedance ($7,440M). Without this amount,
the Media average would be significantly lower ($414.2408M). The difference among the
sectors can partially explain why some territories average is higher than others: four of the
five territories previously identified as below national level have the industrial sector as
their main one instead of the Consumer and Retail. Hunan’s Unicorns for example, whose
founding amount average is the second highest in the previous table, mostly belong to the
Consumer and Retail sector. Nonetheless, it’s also important to notice that Shenzhen, while
having an average much higher than the national one, has Unicorns mainly in the industrial

field.

For what concern the founding rounds instead, we can also notice some important

variations. The national average is:

PRC average founding rounds: 6.358824

This average have been calculated without including three enterprises Huaqin

Telecom Technology, Galaxy Space and Zhipu.Al.
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The average founding rounds of each territory are:

Average founding rounds per territories
Beijing* 6.803279
Shanghai* 6.707317
Guangdong 5.69231
(Shenzhen) (6)
(Guangzhou) (5.66667)
Zhejiang 5.88235
Jiangsu 6.55556
Sichuan 4.14286
Hunan 6.33333
Anhui 4
Chongqing 4.5

Figure 2.3 The average founding rounds per territories. The territories with incomplete data Unicorns have been marked with an
asterisk. Sources: CB Insights Unicorn list (October 2023).

Hubei’s Unicorn, Juanpi, received its amount of founding over three rounds, and
Guizhou’s one, Sitech Dev, also received its amount over three rounds. Shanghai does not
include Huaqin Telecom Technology data and Beijing does not include Galaxy Space and
Zhipu.Ai. Shanghai, Beijing and Jiangsu’s averages are all above the national one, but not
by much. Beijing is also the highest average presents on the table, while the lowest is
Anhui’s. Guangdong and its two municipalities of Shenzhen and Guangzhou are all under
the national level, but it is interesting to notice that the highest among these three numbers

is the Shenzhen’s average.

The average founding rounds of each sector are:

Average founding amount per sector
Media & Entertainment 6.76923
Consumer & Retail 5.46
Industrial* 6.96078
Enterprise Tech* 6.93103
Healthcare & Life Sciences 5.53333
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Financial Services 7

Figure 2.4 The average founding amount per sectors. The sectors with incomplete data Unicorns have been marked with an
asterisk. Sources: CB Insights Unicorn list (October 2023).

Industrial does not include Galaxy Space, while Enterprise Tech does not include
Zhipu.Ai and Huaqin Telecom Technology. Financial services ‘average is absolutely the
highest, while Healthcare & Life Sciences is the lowest. Only Healthcare and Consumer
and Retail are under the national level, while Industrial and Enterprise Tech have a very
similar media. These numbers can also partially explain the territorial differences, for
example Shenzhen’s Unicorns higher average can be explain with they being prevalent

from the Industrial sector.

o Selected investors: the 243 selected investors reported in the 1.1 Table presents some

important general characteristics.
Investors' Typology

1%

——
1%/\

m PEVC = Company/ Corporation u Asset/ investment Management

Holding Company = Investement Bank u Other
Figure 3.1 Investors’ Typology. Source: CB Insights Unicorns List (October 2023).

The majority of the investors belongs to the PEVC category. This category is made
by Private Equity, Venture Capital and Corporate Venture Capital. Usually Venture Capital

and Private Equity are classified as different types of company but in China the borders
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between these two are more blurred?'. Corporate Venture Capital are a special type of
Venture Capital that strategically invest in startup on behalf of their parent company?2.
Overall, this category comprises 100 Venture Capitals, 47 Private Equities, 20 Corporate
Venture Capitals according to the definition by CB Insights. It also important to point out
that an important number of these investors have not been categorized by CB Insights.
These elements together with the less common investors types have been placed in the
“Other” sector of this graphic, thus meaning that maybe there can be even more VCs, PEs

or Corporate Venture Capital.

Investors' Coutry of Origin
1%

™
%

m China = US = HongKong Singapore = Germany = Other

Figure 3.2 Investors’ Country of Origin. Source: CB Insights Unicorns List (October 2023)
The largest part of these Investors are domestic ones, but the graphic evidence also a
notable foreign presence, with a total amount of 51 investors from outside China. More

than half of these investors, 30, are American.

21 Zhaojun, H., & Xuan, T. (2018). Handbook of China’s Financial System Chapter 15: China’s Venture Capital
Market.
22 Tbidem.
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Domestic Investors' Origin
15%

\

N

m Beijing ® Shanghai = Shenzhen Zhejiang = Guangzhou ® Jiangsu m Other
Figure 3.3 Domestic Investors’ Origin. Source; CB Insights Unicorns List (October 2023).

As expected , Beijing is the most important place in terms of domestic investors
number, followed by Shanghai. Contrary to the previous section, the cities of Shenzhen
and Guangzhou are presented individually instead of being first united with the other cities
in their province, since there is no need to take into consideration the general situation of

their territory before analyzing them singularly.

The majority of them have invested in just one or two Unicorns, but there are also a
small number of them that have played a formidable role in the creation of many Chinese

Unicorns. In order of importance, these investors are:

Investors N Unicorns
They have invested in

Sequoia Capital China 38

Tencent 24

IDG Capital 23
Qiming Venture Partner 18
Matrix Partner China 10
GGV Capital 9
Alibaba 8
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Warbug Picus 6
Morningside 6
Hillhouse Capital
Management °
Zhenfund 5
Baidu 5

Sequoia Capital China, recently renamed Hongshan, was born as a branch of
Silicon Valley giant Sequoia Venture Capital. Due to the recent geopolitical tension
between US and China and the necessity of increasing the efficiency of the local operations,
Hongshan has split from the Parent Company, becoming an independent partnership with
its own independent brand?*. Hongshan, now with a $56bn?*fund to deploy, is one of the
major investor in China and the firm has already greatly contributed in the creation of
numerous local startup, including the most valued Unicorn in the world, Bytedance, and
it’s considered to be the most successful effort by a Silicon Valley entity to capitalize on
the Chinese Tech boom?® . Unfortunately, many of the companies they have invested in,
including Bytedance, have fallen under heavily scrutiny lately due to their tights with the
Chinese Government, and the company itself is now in trouble with the Congress?.
Hongshan is now trying to expand behind the boards of China, and it’s trying to establish

a global footprint?’.

23 Bryan Mena, June 6, 2023, “US venture capital titan Sequoia to split off China business amid tension with Beijing”
https://edition.cnn.com/2023/06/06/business/sequoia-split-partnerships-china/index.html, CNN Business, consulted
in 11/15/2023.

24 Sarah McBride, November 9, 2023, “Sequoia China Rebranding Is High-Stakes Leadership Test”
https://www.bloomberg.com/news/articles/2023-11-09/sequoia-china-rebranding-is-high-stakes-leadership-test s
Bloomberg, consulted in 11/15/ 2023.

25 QOctober 18, 2023,https://www.ft.com/content/b8d70626-b949-4a1b-969f-58896eb2ef71, Financial Times,
consulted in 11/ 15/2023.

26 Ibidem

27 October 12, 2023, “Neil Shen plots global expansion for Sequoia’s China spin-off”
https://www.ft.com/content/6e3b6905-0b0f-4215-80a4-4082¢b899966, Financial Times, consulted in 11/15/2023.
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Tencent is a world-leading internet and technology company founded in Shenzhen?®.
Its most important businesses field are messaging services, gaming and media
entertainment. Tencent most well-known product is arguably the holistic app WeChat, but
it is also the largest video games publisher in the world and can boast very popular
franchises such as Fortnite*. Tencent investment strategy is to increase its presence in its
core gaming and entertainment/communication industries and to expand in non-core
sectors such as fintech, enterprise services, e-commerce, artificial intelligence, healthcare
and education. The company tends to invest in relatively early-stage companies and
maintains close relationships with VC and PE such as Hongshan and Hillhouse?°. Tencent
mainly uses its own balance sheet or venture capital funds to invest, but it can also adopts
external funds. It is also known that in some occasions the founder of the company, Ma
Huateng, uses his own funds to invest, to keep the amount out of the firm’s balance sheet?'.

IDG Capital is a Private Equity powerhouse that has been pioneering venture capital
business in China since 1993, Recently is retailoring is strategy to better suit the new
consumption-driven economy shift that has occurred in the country, focusing on long-term
project including tourism and healthcare, where the demands is growing?*. IDG Capital is

part of the U.S. Based Global Network of Private Equity and Venture Capital Firms>.

Qiming Venture Partners is a top-tier Chinese Venture Capital firm that invests in
Technology and Consumer (T&C) and Healthcare industries. Their portfolio Company

includes Tech giant such as Xiaomi, Meituan and Bilibili.

28 Tencent, https://www.tencent.com/en-us/about.html, consulted in 11/15/2023.

2 Zoe Kleinman, August, 7, 2020, https://www.bbc.com/news/technology-53696743, BBC, consulted in 11/15/2023.
30Morgan Creek, May, 6 2021, https://www.cmcmarkets.com/en/opto/inside-tencents-venture-capital-investments,
OPTO, consulted in 11/15/2023

31 Yves Helven, June 13, 2018, “How Alibaba and Tencent redesigned Venture Capital”,
https:// www.globalfleet.com/fr/autonomous-technology-and-innovation/asia-pacific/analysis/how-alibaba-and-
tencent-redesigned?a=YHE11&curl=1, Global fleet, consulted in 11/15/2023.

32 IDG Capital, https://en.idgcapital.com/about-us, consulted in 11/15/2023.

33Zhang Yangpeng, March 18, 2018, “IDG Capital targets China’s consumption shift in real estate investment strategy”,
https://www.scmp.com/business/money/markets-investing/article/2137723/idg-capital-targets-chinas-consumption-
shift-real, South Morning China, consulted in 11/15/2023.

34 IDG Capital, http://www.idgvusa.com/, consulted in 11/15/2023.
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Matrix Partners China is a leading Venture Capital now managing over 50 Billion
RMB?¥. The firm represents the Chinese unit of the Silicon Valley based Matrix Partner
company and now, as all the others American Companies, is being carefully monitored by
the US government. Matrix Partners is trying to expand its business in the space technology

field*.

GGY Capital, also a Silicon Valley based Venture Capital, is currently following the
example set by Sequoia Capital and it is now undergoing a restructuring to create two
independent business unit’’: one with a focus on Asia and the other on the US operations.
The Asia Unit, whose Headquarter is currently in Singapore, has stakes in many prominent

Chinese Tech Company, including Bytedance?®.

The last three years for Alibaba, one of the biggest Chinese tech company in the
world, have been particularly rough. In November 2020 an initial IPO, the world largest
on record, from Alibaba fintech affiliate Ant Group has been called off at the last minutes
due to the ill-timed public critique made by the founder of the Company, Jack Ma, against
the country financial regulations. Beijing immediately stroke back, forcing Alibaba to
comply to the national financial system and undergoing an internal restructuring. The
drama spread like wildfire and later that month 27 major Tech Companies, including
Tencent, Bytedance and Maituan, have been summoned by the authorities for their
monopolistic practices, unfair competition and counteroffering. An antitrust investigation
into Alibaba was lunched shortly after and the company was fined 18.2 billion RMB. It
was just the beginning of the Big Tech Crackdown, that in 32 mouths would have wipe out
trillions in value. Big Tech mergers and acquisition crashed down while the firms started
to disinvest to decrease their balance sheets. In January 2023 Ant group and other

companies declared to have completed business ratification and in July 2023 the authorities

3Matrix Partners, https://www.matrixpartners.com.cn/en/about, consulted in 11/15/2023.
36Aria Alamalhodaei, March 2, 2023, “As tensions build, Silicon Valley’s Chinese affiliates invest in sensitive space
tech”, https://techcrunch.com/2023/03/02/china-semiconductor-restrictions-investments/, Techcrunch, consulted in

11/15/2023.
37 GGV, https://www.ggvc.com/asia-team/, consulted in 11/15/2023.

38 September 21, 2023, “Venture firm GGV Capital to split off China business after US pressure”
https://www.ft.com/content/4052e549-4d1e-49a9-adcc-ca6673 1a427¢, Financial Times, consulted in 11/15/2023.
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decided to end the war against the Chinese Big Tech with one last fine to Alibaba worth
the value of 7 billion RMB.*® Since then Alibaba has yet to be restored to its former glory*’.
As for the investment strategy, Alibaba mainly uses its own balance sheet or its own venture
capital funds, but can also invests in external funds. The company preferred local Tech

Entrepreneurs and spend 85% of resources in Asia*!.

The US based Private equity group Warbug Picus*? have invested heavily in
Chinese enterprises in recent years, but now, considering the rising international tensions,
has started to reconsider its strategy*’. Nonetheless, the company continues to target new
economy real-estate in China and remains interested in investing in asset-level, technology-

enabled or technology-driven real estate opportunities in the region**,

Morningside is a Boston-based Venture Capital. In 1992 they made their first
investment in China and from them they have started to build a very solid portfolio of

Chinese tech and internet companies like Xiaomi and Kuiashou®.

The Chinese Asset/Investment management company Hillhouse Capital
Management has previously became such a well-known investor thanks to its ability to
channel foreign capital into China’s most promising firm, but now, with the rising tensions

between China and the West, this strategy has to be drastically redesigned. With the retreat

¥Lilian Zhang, July 15, 2023,“Explainer: A timeline of China’s 32-month Big Tech crackdown that killed the world’s
largest IPO and wiped out trillions in value”, https://www.scmp.com/tech/big-tech/article/3227753/timeline-chinas-
32-month-big-tech-crackdown-killed-worlds-largest-ipo-and-wiped-out-trillions-value, South Morning China,
Consulted in 11/15/2023.

40" Jane Zhang, Abhishek Vishnoi, Jeanny Yu And Zheping Huang, June 20, 2023, “Jack Ma’s Lieutenants Return to
Oversee Tough Alibaba Reboot” https://time.com/6288353/alibaba-eddie-wu-joseph-tsai/, Time, consulted in
11/15/2023.

4 Yves Helven, June 13, 2018, “How Alibaba and Tencent redesigned Venture Capital”,
https://www.globalfleet.com/fr/autonomous-technology-and-innovation/asia-pacific/analysis/how-alibaba-and-
tencent-redesigned?a=YHE11&curl=1, Global fleet, consulted in 11/15/2023.

“Warbug Pincus, https://warburgpincus.com/firm/, Consulted in 11/15/2023.

4 Agustus 10, 2023, “US investors face wuncertain future in China after tech ban
https://www.ft.com/content/8delcd77-fe94-45d5-aa23-09faf7f89f15, Financial Times, consulted in 11/15/2023.

4 Pimfha Chan, June 30, 2023, “Warburg Pincus bullish on new economy real estate in China”,
https://asia.nikkei.com/Spotlight/DealStreetAsia/Warburg-Pincus-bullish-on-new-economy-real-estate-in-China,
Nikkei Asia, consulted in 11/15/2023.

4 Morningside, https://morningside.com/yesterday, consulted in 11/15/2023.
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of US limited partners, they are now trying to target new RMB funds and reaching

agreement even with local governments*®.

Zhenfund is a Chinese Venture Capital whose aim is to promote innovation among
young people in China. In 2011 they haves started a partnership with Sequoia Capital China

that allowed them to harness more resources for their portfolio companies®’.

Baidu, China most important internet search business, is showing signs of reprise
after the Big Tech company crackdown. The company is still engage in an internal
reconstruction and the conflict with the United States is a sore point for the Chinese High-
tech, but the firm has improves is economic position*®. Lately the company has been one

of the most active investor in the Al space®.

From all of these investors, we can see two very important elements:
1. The deterioration of the relationships between the US and China is reshaping the
entire Chinese VCPE ecosystem.
2. The Big Tech Companies, especially BAT (Baidu, Alibaba and Tencent), play a
crucial role in the startup incubation process. Thus, the Big Tech crackdown has
effected not only the internet companies field, but also the entire VCPE system™’.

We will discuss in more depth these arguments in the following chapter.

4 Agustis, 30, 2023, “Hillhouse targets new renminbi fund as dollar interest in China dries up”
https://www.ft.com/content/8cb4a6ad-9719-40dc-8e8e-d9d3 1fc8a99b, Financial Times, consulted in 11/15/2023.

47 CB Insights, https://www.cbinsights.com/investor/zhenfund, consulted in 11/15/2023.

4 Chang Che, May 19, 2023, “China’s Tech Giants Signal the First Steps in a Bumpy Recovery”
https://www.nytimes.com/2023/05/19/technology/alibaba-baidu-tencent-q1-earnings.html, New York Times,
consulted in 11/15/2023.

4 Saheli Roy Choudhury, February 19, 2023, “ Two of the top five most active corporate VCs last year were Chinese”
https://www.cnbc.com/2019/02/19/baidu-ventures-one-of-the-most-active-corporate-venture-capital-firms.html,
CNBC, consulted in 11/15/2023.

0 Wei Sheng, July 30, 2023, “VC Roundup | How big China tech uses investments to build empires”
https://technode.com/2020/07/30/vc-roundup-how-big-china-tech-uses-investments-to-build-empires/, Technode,
consulted in 11/15/2023.
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e Value: if the valuation of a company is an already difficult matter to deal with, the
evaluation of a startup is even harder. Many investors have tried and failed to catching their
own unicorns, following their guts, trusting their experience. Very few of them managed to
place the right bet. The correct way to evaluate an high-growth company remains a mystery
and, as Gornall and Strebulaev >'have pointed out in their recent work, this is mainly due
to the incredibly complicated financial structure of this type of firm. The most common
used evaluation metric for a VC, the post-money evaluation system, is in fact completely
uncapable of identifying correctly the real value of an high-value company for this exact
reason, since is calculated by multiplying the per share price obtained in the most recent
founding rounds by the number of common shares. The problem lays in the fact that, unlike
public companies which generally speaking possess only one class of equity, the common
one, a Unicorn company created a new class of equity every time it rises money. Each of
these shares, being completely different from the products commonly traded on the
financial markets such as debt or common stock, not only have different cash-flows and
control rights from company to company, but also from founding rounds to founding
rounds. These types of equity, together with issued and unissued stock options, in the post-
money evaluation are only considered based on the number of common shares they are
converted into. In doing so, many analysts completely neglect the vital importance of
contractual cash flows terms. With the establishment of a fairer method to correct evaluated
Unicorn companies that takes into account all of these factors, Gornall and Strebulaev have
proved that the majority of the investments made by VCs have no fundamental at all in
any reality and the companies that they championed can be overvalued up to 100%°2
Analyzing 135 US based Unicorns, they discovered that nearly half of them were
overvalued, including some high profile companies such as Dropbox, SpaceX and even
Uber. This overvaluation tendency is not an American exclusive, but it rather seems like a
global phenomenon. Even in China, home of the most valued Hectocorn in the World,

Bytedance, and nine Decacorns, this is a well-known problematic.

1 Gornall, W., & Strebulaev, 1. A. (2020). Squaring venture capital valuations with reality. Journal of Financial
Economics, 135(1), 120-143.
52 Tbidem.
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According to Meicheng Ai°?, there are also other reasons that we have to considered when
we are talking about overvaluation:

1. The changing macro environmental conditions, with raising international tensions
that negatively impacts the global economy, destabilizing it.

2. Before been listed Unicorns experience many financing rounds that increase their
value significantly in the primary market, but when the moment of going public
arrives, the foundations of the companies are not strong enough to support
excessive share prices. Investors find out that the firm’s performances are not as
impressive as they seemed and the growth not spectacular as expected.

3. Many companies‘ business models are not mature enough to sustain the prime
market level of disclosure and scrutiny.

In the end, the performance of a company in the A-share market depends mostly on the
company’s earnings and cash flows strength. Without these elements, the value of a

company simply drops.

But not every Unicorns seems to be a bubble ready to burst. A rare look inside the financial
and profitability figures of Bytedance revels us that the Chinese giant has expanded its
revenues to more than $85B, its Operating Profit to more than $20B and its EBITDA came
in at around $25B. Furthermore, in 2023 Q1 the company had an operation profit of nearly
$6B>*. This is a proof of the fact that, even if not every Unicorn’s horn is as sharp as it

looks, this new entrepreneurship model has a real and concrete value.

33 Ai, M. (2020). Research on the method of predicting the overvaluation of unicorn enterprises in China. Academic
Journal of Business & Management, 2(1), 14-24.

3Salvador Rodriguez, October 3, 2023, “Rare Look Inside TikTok Parent’s Finances Shows Slowing Revenue
Growth”, https://www.wsj.com/business/tiktok-parent-bytedance-turns-operating-profit-sees-revenue-slow-
bb270bc8, The Wall Street Journal, consulted in 11/15/2023.
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Chapter 2

Financial context

2.1 Brief analysis of the Chinese Stock Market

The Chinese stock market is a crucial element in the country’s economic growth , especially
for its role in financing the high tech sector™. Thus, to better comprehend the mechanism behind
the creation of a Unicorn company, first we need to better comprehend the basis from where this
type of firm can rise. The domestic Chinese stock market was established in 1990 with the creation
of two independent domestic stock exchanges: the Shanghai Stock Exchange (SSE) and the
Shenzhen Stock Exchange(SZSE)>°. Each one of these stock markets has two trading boards, the
Main-board Market and a Second-board market, respectively the STAR Market and the ChiNext
Market. SZSE also greatly benefits from its strategic position in the Greater Bay Area (GBA) that
makes it particularly attractive for manufacturing companies, the majority type of the firms listed
on its Main Board. Many of these companies are also state-owned or partially state-owned?’.
Nowadays, SSE total market capitalization is $6.6 trillion, while the SZSE’s one is $4.38 trillion,
making the Chinese stock market the second largest in the world, trailing only the US stock
market®. Four broad categories of products are traded in the exchanges: Stock, Fixed income
securities/bond, funds, derivates. There are two types of stocks: the A-share and the B-share. The
A-share are denominated in in RMB and issued to domestic investors or qualified foreign
institutional investors. The B-share are quoted in US or HK dollars and issued to offshore investors

or to domestic investors with foreign currency accounts™.

%5 Huld Arendse, September 24, 2021, “China’s Stock Markets — An Introductory Guide for Foreign Investors”,
https://www.china-briefing.com/news/chinas-stock-markets-an-introductory-guide-for-foreign-investors/ China
Briefing, consulted in 12/01/2023.

56 Zhaojun, H., & Xuan, T. (2018). Handbook of China’s Financial System Chapter 15: China’s Venture Capital
Market.

57 Huld Arendse, September 24, 2021, “China’s Stock Markets — An Introductory Guide for Foreign Investors”,
https://www.china-briefing.com/news/chinas-stock-markets-an-introductory-guide-for-foreign-investors/ China
Briefing, consulted in 12/01/2023.

38Statista, Largest stock exchange operators worldwide as of September 2023, by market capitalization of listed
companies, October, 2023 https://www.statista.com/statistics/270126/largest-stock-exchange-operators-by-market-
capitalization-of-listed-companies/, consulted in 12/01/2023.

59 Zhaojun, H., & Xuan, T. (2018). Handbook of China’s Financial System Chapter 15: China’s Venture Capital Market.
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Both SSE and SZSE are nonprofit organizations controlled by the Chinese security
regulation commission (CSRC) that, in turn, is subordinated to the State Council. CSRC has
founded 36 regulatory bureau over the country. Furthermore, the securities industry is
administrated by the Securities Association of China (SAC). Finally, the Security laws regulated
the issuance and trading of stocks in China. Out of the many significant reforms that in these 30
years have reshaping the Chinese stock market two are particular important for this research:

e The establishment of the Growth Enterprise Market Board (GEM Board) or ChiNext,
the Science and Technology Innovation Board or STAR Market and the Beijing Stock
Exchange (BSE). These reforms were deemed necessary to increase the listing
opportunities for high-tech innovative companies that were not able to meet the standards
in the main board but had high potential.

e The new Initial public offering (IPO) mechanism approved on February 2023

To explain the impact of the ChiNext and the STAR China reforms we should first understand the
complexity of the A-share market and comprehend the motivation behind the creation of more
boards inside the same stock exchange structure. The A-share market is in fact composed by three
different sections, each of them with their own functions:

1. The Main-board Market or First-board Market (k%)
2. The Second-board Market (—#x11%)
3. The Third-board Market (=txT1%)

The First-board Market is the primary market for stock trading. Before the 2023 reform, it
was characterized by the intricacy and difficulty involving the enlisting process, both for the
complexity of the procedure itself and for the very strict requirements that the company had to
meet. The previous IPO mechanism in fact was administration-based, which means that every
company’s IPO had to be approved by the CSRC. First, a sponsor or underwriter, such as a

securities firm, had to take responsibility for the underwriting process. Then, the IPO application

% Huld Arendse, February 22, 2023, “China Fully Implements New IPO Rules — Understanding the Registration-
Based Mechanism for Public Listings (Updated)”, https://www.china-briefing.com/news/chinas-ipo-reforms-
registration-based-mechanism/, China Briefing, consulted in 12/01/2023.
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had to be submitted to the to the CSRC that, in order to decide whether approve the application or
not, was also allowed to consult the local government where the company’s headquarter was
located. Both the issuing firm and the sponsor were obligated to publish the prospectus and the
recommendation letter on the CSRC website. Following an accurate examination of the firm’s
quality and the sponsor’s qualifications, the CSRC had to approve or reject the IPO application.
The Commission had the authority to terminate the application if the issuing company was not
able to meet the standards requested or if the company or its sponsor had false records or were
found guilty of making misleading statements in the prospectus or recommendation letter. The set
of requirements imposed by the CSRC included information disclosure, operation, accounting
quality and usage of proceeds raised from stock issuance. Particular important was the very high
standards concerning earnings and cash flows. For example, the firm’s accumulated earnings had
to exceed RMB 30 million and its earnings had to be positive for the past three consecutive years.
The company also either had to have accumulated a total cash flows of RMB 50 million or more
or to have built up a cumulative operating income of more than RMB 300 million. The minimum

capital stock had also to be no less than RMB 30 million before the IPO.

The Second-board Market is similar in concept to the US Nasdaq. It is a type of board
specifically created to provide additional opportunities to publicly issue stocks and raise funds for
all the kinds of firms that are not able to meet the rigid standards of the Main-board. Thus, the
enlisting system is obviously seen as the key to make these new boards properly fit their function
At first, the regulators have decided to stick to the administration-based form of enlisting,
designing a very similar system to the Main one but with much less severe requirements. Then,
they take a far more drastic root. In August 2020, with the IPO reform for this type of Secon-tier
Market, the IPO system of ChiNext and STAR China was shifted from administration-based to
registration-based, marking the beginning of an historical structural shift inside the Chinese Stock-
market.

e ChiNext: Thanks to this limited IPO reform the Secon-tier Market subordinated to the
SZSE has gowned significantly in the last three years and has become one of the world’s
biggest IPO market. It is composed by 100 specialized sector and it’s home to many
companies from “strategic emerging” industries that have showed good profitability even

during the Covid era. The fact that is so connected to these new technologies and is so
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China focus allow is Index, the ChiNext Index, comprising 100 of the largest and most
liquid A-shares listed on the ChiNext Market, to be quite independent from the other major
country’s regional and global indices®'. It is important to address the fact that there was
also another tier between the First-board Market and the Second-board Market in the SZSE,
the SME board. This board was created in 2004 to help small companies raising funds, but
in 2009 with the creation of the ChiNext market for startups, its role was drastically reduced.
The SME board was no longer seen as a good choice for the mainland technology firms
and in 2021 the CSRC approved its merger with the SZSE. This operation helped to
optimize the trading structure of SZSE®?. Many of the companies listed here migrated to
the Main-board.

e STAR Market: It was created just four years ago, in 2019, during the high of the trade-
war between China and the US. This is the third attempt by the Chinese government to
create a stock exchange capable of competing with the US Nasdaq. The first two attempt,
the ChiNext and the “New Third Board” that we are going to analyze lately, has not been
able to dethrone the US colossus and it seems that this new initiative has not managed to
materialize as a real opponent for the Nasdaq too 5. Nonetheless, this type of market is still
a way to for Beijing to support the high-tech sector and a place for firms to raise at least a
portion of their funds. Furthermore, the STAR Market, after a complicate start®, has
outperformed other Markets in China®. It is interesting to notice that the STAR Market has
in percentage more private companies than the leading Stock Exchanges and this is

probably because of the registered-based IPO system. According to the SSE site, the STAR

$TUOB Asset Management, Investment Perspective | 5 things you should know about the ChiNext Market , October
20, 2022, https://www.uobam.com.sg/insights/chinext-market.page?path=data/uobam/chinext-market, consulted in
12/01/2023.

92Ren Daniel, 6 February, 2021, “China Securities Regulatory Commission approves merger of Shenzhen exchange’s
main board, SME board”, https://www.scmp.com/business/companies/article/3120796/china-securities-regulatory-
commission-approves-merger-shenzhen, South China Morning Post, consulted in 12/01/2023.

63 Kolakowski Mark, July22, 2019, “What is China's STAR Market?”,https://www.investopedia.com/what-is-china-s-
star-market-4693703, Investopedia, consulted in 12/01/2023.

% China’s STAR Market Is Falling to Earth,https://www.wsj.com/articles/chinas-star-market-is-falling-to-earth-
11571732956, The Wall Street Journal, consulted in 12/01/2023.

% Trustee Chair Team, January 24, 2022, “Two Years In, How Does the STAR Market Measure Up?”,
https://www.csis.org/blogs/trustee-china-hand/two-years-how-does-star-market-measure, CSIS, consulted in
12/01/2023.
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Market has been a pivot zone for the registration system and it will continue to promote

institutional innovation in other areas such as mergers and acquisitions®®.

Established in 2001, the Third-board Market was conceived as an alternative for both firms
unqualified to be listed in the Main-board and those delisted from it. It was an over-the-counter
market characterized by low-quality stock and little liquidity. In 2006 a new system was created

in Zhongguancun Science Park in Beijing, the “New Third-board Market” (7 =1k) or “New over-

the-counter Market ™. Its operating bodies was the National Equities Exchange and Quotation
NEEQ, whose listed firms were not limited to high-tech firms from the area, but comprehended
all the unlisted firms in China. Since was not possible to issue public stock (so there was no IPO
possibility), its information disclosure requirements were way more lenient, and could have been
seen as incomplete. The lack of liquidity also remained one of the main obstacle for the affirmation
of this Market®”. It was mostly seen as a starting point for weaker companies to obtain funds before
having the possibilities of entering the Chinese Main-boards or other overseas Markets®®, but in
reality even this role was left mostly unfulfilled®. After the dramatic hit sustained by the SMEs
category in recent years by the Covid-19 lockdown, the rising commodities prices and the
unpredictable economy rebounds, The government and especially Xi Jinping himself decided that
was necessary to give to the sector a much-needed injections of founds. Thus, the NEEQ was going
to be redesigned. On November 2021, from the ashes of the old Third-board Market, the Beijing
Stock Exchange (BSE) emerged. Created for SMEs and focuses on innovation-oriented
companies, it can be seen as a reformed version of the NEEQ’. Unfortunately, In September 2023
a set of 19 point guidelines was released by the CSRC to revive the already struggling new Market.

In the next three to five years, we should see the new bourse improve significantly in terms of

%Shanghai Stock Exchange, Securities Time| Focusing on the Fourth Anniversary of the STAR Market| The Vibrant
STAR Market Yields Fruitful Outcomes as a Pilot Zone of Registration System, July 21, 2023,
http://english.sse.com.cn/news/newsrelease/voice/c/5724405.shtml, Consulted in 12/01/2023.

67 Zhaojun, H., & Xuan, T. (2018). Handbook of China’s Financial System Chapter 15: China’s Venture Capital Market.
%8Huld Arendse, November 18, 2021, “The New Beijing Stock Exchange for SMEs — What You Need to Know”,
https://www.china-briefing.com/news/beijing-stock-exchange-for-smes-what-we-know/, China Briefing, consulted in
10/01/2023.

6 Zhaojun, H., & Xuan, T. (2018). Handbook of China’s Financial System Chapter 15: China’s Venture Capital Market.
70 Huld Arendse, November 18, 2021, “The New Beijing Stock Exchange for SMEs — What You Need to Know”,
https://www.china-briefing.com/news/beijing-stock-exchange-for-smes-what-we-know/, China Briefing, consulted in
10/01/2023.
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scale, efficiency and liquidity. This reforms should also help the BSE to eventually became an hub

for innovation’.

The other big reform that I have previously highlighted, the new Initial Public Offering
Mechanism approved in February 2023, is also going to drastically changed the game in the
Chinese financial market. The shift from an administration-based system to a registration-based
has been prepared by the CSRC since 2013, and it was carefully designed to avoid more relaxed
listing standards that may have cause serious troubles on the Main-board. After the pilot-programs
implemented in the two Secondary-boards, ten years later the CSRC initial proposition, the time
has finally came to extend this new system to all the other Markets. The old procedure, as we have
already seen, was long and complicate. It could have taken months or even years to be completed.
The commission was also responsible for setting the company’s share value. Thanks to the new
system, the Stock Exchanges themselves will be in charge of checking if the firm is conform to
their stock issuance criteria and information disclosure requirements using the information that the
company has presented during its application process. Thus, the procedure will be much shorter
and leaner. To better suit the different financial environment of the different Chinese Stock
Exchanges each of their inner board must find the most suitable way to implement this new reform,
setting their own requirements and profit thresholds for firms to list. The CSRC’s impact has been
redefined and now it can be described as a supervisory role, solely responsible for the final
approval of the IPO. The Market itself will determine the share price. Even with all of these
novelties, it is not so probable that this new rules will help to rise the listing numbers, mostly
because the thresholds for financial indicators and market capitalization have risen. The biggest
impact will be probable felt in the transparency aspect of the single company and of the overall
system. The high disclosure requirements and the other rules connected to the new registration-
based IPO will in fact highlight for the firms the importance of having a solid accounting system,
a well-designed internal control system and an adequate compliance management system from the

very beginning, while on the other hand the standards, procedures, content, processes and results

71 Zhang Shidong, September 4, 2023, “Beijing Stock Exchange reforms will boost appeal, valuations of companies
listed on China’s smallest bourse, say analysts”, https://www.scmp.com/business/china-
business/article/3233316/beijing-stock-exchange-reforms-will-boost-appeal-valuations-companies-listed-chinas-
smallest-bourse, South China Morning Post, consulted in 12/01/2023.
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of reviews and registration will be made accessible to everyone, and this will greatly help the

investors to make better decisions’?.

Overall, the Chinese Stock Market is characterized by a large presence of individual
investors’®, also called retail investors, that are non-professionals investors who usually can deploy
a smaller sum than their institutional counterparts. This type of Market participants usually does
not have the knowledge or the expertise to take the correct decision and it is said that they can
undermine the market’s capability of allocate the resources in an efficient way’*. Other important
traits of these Stock Exchanges are their high turnover ratios, and high volatility. Another typical

elements connected to the fact of being an emerging markets is the high-synchronicity of its stocks.

2.2 Ventur Capital, Private Equity and the many steps to create an established company

A vibrant Stock Market is essential for an healthy Venture Capital Market, that, in turn, is
necessary source of funds for early-stage high-technologies companies’>. The players of this
market, the Venture Capitalists, have been created specifically to address the huge problem linked
to this new type of highly innovative companies, which required an enormous amount of founds
but have an incredible low possibility of success. The Venture Capitalist is willing to back firms
that would have not been supported by anyone else, following the rule of its own game, a very
unconventional, high-risk but also potentially high-return one’®. Its modus operandi is quite
inefficient, but there as we have seen in the previous chapter, there is not a single, riskless way to
play. There is also an important misconception to dismantle, the belief that Venture Capital are
essential for founding basic innovation. Indeed, the governmental and corporative expenditure in

this field is way bigger and far more crucial then the VCs’ one. Venture Capitalists are vital for the

2 Huld Arendse, February 22, 2023, “China Fully Implements New IPO Rules — Understanding the Registration-
Based Mechanism for Public Listings (Updated)”, https://www.china-briefing.com/news/chinas-ipo-reforms-
registration-based-mechanism/, China Briefing, consulted in 12/01/2023.

3 Zhaojun, H., & Xuan, T. (2018). Handbook of China’s Financial System Chapter 15: China’s Venture Capital Market.
74 Hayes Adam, January 12, 2024, “Retail Investor: Definition, What They Do, and Market Impact”,
https://www.investopedia.com/terms/r/retailinvestor.asp, Investopedia, consulted in 1/18/2024.

5 Lin, L. (2017). Venture capital exits and the structure of stock markets in China. Asian Journal of Comparative
Law, 12(1), 1-40.

6 Corea, F., Bertinetti, G., & Cervellati, E. M. (2021). Hacking the venture industry: An Early-stage Startups
Investment framework for data-driven investors. Machine Learning with Applications, 5, 100062.
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commercialization of this idea. Their money will be used to build the infrastructures necessary to
make the business grow, to cover expense investments such as manufacturing, marketing and sales,
to keep the balance sheet healthy and providing fixed asset and working capital”’. Venture Capital
agreements imply a relative short-term prospective. Its only concern is to raise enough money for
the selected firm to develop util it reaches an adequate size and reputation. This life-cycle can be
divided in three different stages’®:

1. Fund-raising = the capital used to raise the fund is provided by the Limited Partners
(LP). In theory, everybody can be an LP but typically this category is represented by High-
Net-Worth-Individual (a person who owns liquid assets valued at $1milion”), wealthy
families, pensions funds, sovereign wealth funds®", financial firms and university
endowments. All of this entities concede to the VC just a small percentage of their total
wealth and during the lifetime of this type of high-risk investment they expect a return of
between 25% and 35% per year®!. Usually a standard fund is backed by 10-20 LPs, but it
depends on the size of the fund and on how much money must be raised. This fund will not
be responsible for just one project, but for an entire portfolio, a bundle of different
companies put together to maximize the chance of success. The number of these firms can
vary greatly, from 20-40 companies to 50-100+%. The limited partners are silent/ passive
investors. The General Partners (GP) instead are the one in charge of the managing of
the Venture Capital. They decide the company to adds to the portfolio and usually takes or
receives a board seat of the firm they have chosen to invest in®’.

2. Investment - Venture Capitalists do not invest in good people, nor in good idea. They

invest in good industries, that means industries more competitively forgiving that the

77 Zider Bob, November-December, 1998, “How Venture Capital Works”, https://hbr.org/1998/11/how-venture-
capital-works, Harvard Business Review, consulted in 12/01/2023.

8 Gompers, P. A., & Lerner, J. (2004). The venture capital cycle. MIT press.

7 Curry Benjamin and Michael Addams, September 6, 2023, “HNWI: High-Net-Worth Individuals”,
https://www.forbes.com/advisor/investing/financial-advisor/high-net-worth-individual-
hnwi/#:~:text=A%20Financial%20Advisor-, What%20Are%20High%2DNet%2DWorth%20Individuals%3F,at%20
%241%20million%200r%20more, Forbes Advisor, consulted in 12/01/2023.
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market as a whole®*. This explain quite well why VCs’ investments tend to move together
across different market and industries that will likely achieve good results in a short periods
of time. After having identify a fitting industry, it’s also important to find a company with
an high-quality management system that can ensure to deliver the growth promised.
Overall, we can say that there are mainly three types of Venture Capital strategies: the “Add
Value” strategy, the “Source Better” strategy and the “Invest Better” strategy. In the “Add
Value” types of situation the VC herself helps to increase the value of the company through
the improvement of their operations, like recruitment, marketing, partnership, sale,
operations and board support. “Source Better” strategy implied instead to find better
sources from which find the companies. This is usually done by improving the network of
relationships. Finally, the “Investing Better” topic is simply a matter of choose wisely,
maybe using a better system®’.

3. Exit-> Since a VC’s invests in firms that are characterized by a lack of the cash flows and
profitability necessary to pay interests or dividends, the largest part of the VC’ s returns
comes in the form of capital gains. Thus, choosing the correct exit strategies is vital. The
timing is also crucial. According to Dounglas J. Cumming, a VC decides to exit a project
when the Projected Marginal Value Added (PMVA) resulting from its “Add Value” strategy,
at any given point in time, becomes less than the Projected Marginal Cost (PMC) of these
efforts. He defines efforts as every activities that will create value for the portfolio company,
cost as all the direct and overhead cost necessary to create value as well as the opportunity
costs linked to alternative deployments of capital. The “projected” term is used to indicate
the fact that the VC must take into consideration not only the presents costs and efforts, but
also the future costs and efforts. Finally, “point in time” refers instead to when the VC
reassesses its commitment to an investment. The projected marginal cost of maintaining
the investment is called the maintenance cost. When the correct time comes, there can be

five different exit strategies®®:

84 Zider Bob, November-December, 1998, “How Venture Capital Works”, https://hbr.org/1998/11/how-venture-
capital-works, Harvard Business Review, consulted in 12/01/2023.

8 Armold Paul, February 14, 2029, “There are only three Venture Capital Strategies ”,
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IPO, when a large part of the portfolio company is sold in the stock market. This
exit strategy is characterized by the largest degree of information asymmetry
between the company and its new owner. This problem can be partially resolved by
the VC ownership retention, that is the practice of not selling immediately the VC’s
share. This method is seen as a sign of quality by the market and it proves that the
VC will continue to monitor the management of the firm even in the post-IPO
period. The VC’s reputation itself is also a key factor during the pricing process®’.
The pricing is in fact quite an interesting element of this exit strategy, since buyers
in IPO mostly rely on intermediaries to determine the correct price of a new issue.
In an acquisition exit, a secondary sale or a buyback there will be a direct access to
the company’s information and a degree of sophistication similar to the one retain
by these intermediaries.

Acquisition, when the portfolio company is sold to a third party through an
acquisition of share, mergers or acquisition of the company’s assets. The new owner
is typically a strategic acquirer from the moment that is in the same line of business
Secondary Sale, when only the VC’s shares is sold to a third party, usually a
strategic acquirer as in the Acquisition case, but without the same level of
bargaining power. This can lead to a lesser level of information disclosure and a
more problematic value assertion of the firm.

Buyback, when the VC’s shares is acquired by the company herself. The problem
of information asymmetry is greatly attenuated, but the lack of the skills necessary
to evaluate itself can still be very problematic for the company.

Write-Off, when the VC simply walks away from the investment. This exit strategy

usually involved the failure of the company the VC has invested in®®.

The other major player in the startup system is the Private Equite, another type of Equity

investors similar to the Venture Capital in concept, but with a complete different role in the overall
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development of a new enterprise®. The main difference concerned four fundamental aspect of their

investment policy:

1. Stage of the company = VC prefers early-stage companies that are not profitable yet,
while PE targets established companies looking to expand or restructure.

2. Size of Investment = PEs usually invest an amount much larger than the one deploy by
VCs. An investment made by a PE involves millions or even billions of dollars, while the
VC tends to invest hundreds of thousand or several millions of dollars. PE’s portfolio is
also much smaller than the VC’s one, since a PE does not have to off-set the same level of
risk derived from being involved with early-stage companies.

3. Holding Period = PE’s investment timeline tends to be longer than the VC’s one.

4. Investment structure = PE prefers the buyout investment method, while VC would rather

have an equity stake in the company.

These two very different equity investors are the most important that we can find on the road

to became a well-established enterprise, but they are not the only ones. Each phase of this path is

characterized by different founding needs and different risk profiles, thus, each one requires

different entities with different abilities and financial power. These phases are three:

1.

Early-stage = in this phase an enterprise can be a seed, a company still in the process of
researching and developing the initial idea”, or a startup. The founding needs are still pretty
low, but the risk profile is quite high. In this stage, the seed companies will be helped by
Business angels, a private individual usually with a high net-worth and a lot of business
experience’!, immediate family and friends, their own savings and even Venture Capital.
When this seed company becomes a startup, it will still be a target for the Venture Capital
and Business Angel investments, but it will also became attractive for subsidies, grants and
Bank Quasi Equity types of investments. Quasi Equity is a source of finance based on the

projected cash flows of the business and its future performance and it is used when share

8 Hopper Glenn, March 21, 2023, “Private Equity VS. Venture Capital: Which is Right for Your
Company?,”https://www.forbes.com/sites/forbesfinancecouncil/2023/03/2 1/private-equity-vs-venture-capital-which-
is-right-for-your-startup/, Forbes, consulted in 12/01/2023.
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capital or debt financing are not possible. It is called in this way since it shares some traits
with the equity method®?. It ranks between equity and debt, having an higher risk than a
debt and a lower risk than a common equity®’.

2. Expansion and Growth = in this phase the company has become a second stage company,
i.e. a firm that has already moved beyond the startup level and still wants to growth®*. In
this phase the risk profile is medium and so are the founding needs. Venture Capital,
Subsidies and Grants are still very important, but we see also Bank subordinated and
mezzanine loans.

3. Later Stage - in this final stage, the risk profile is very low, while the founding needs are
very high. Banks and Stock Market founding methods will enter the game since the
company is mature enough, and so will do Private Equity companies. Venture capitalists

will also still be interested in founding the company.

That being said, in recent years the Unicorn companies’ life cycle, and in general the life of
a private-owned company has proved to be quite different from this simple scheme. The incredible
growth of the Unicorn market is in itself a testimony of the fact that nowadays companies can
reach very high levels without going public. This can be done mainly thanks to infusion of capitals
from private sources, usually with many founding rounds spread over many years. This
phenomenon since 2012 has become incredible popular and now it is also known as Private Initial
Public Offering (PIPO). This mechanism is now considered as one of the main forces behind the
creation of a Unicorn”. There are many factors that lead a private firm to remain private and seem
connected to the way the company is managed. Private investors indeed appear to be more capable

than the public equity holders to craft a better governance structure and can reduce agency and

%2 Social Business Wales, Quasi Equity, https://businesswales.gov.wales/socialbusinesswales/quasi-equity, consulted
in 12/01/2023.
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free cash flows related problems °. In this way, firms can grow without the suffering of being

subjugated to short-term performance checks and experience a more reasonable and sensible

development. Keith C. Brown and Kenneth W. Wiles analyzed this new PIPO-driven financial

scheme and confront it with its [PO-driven counterpart. The timeframe of this new model is

noticeable longer, covering a period of 10 years or more. The old IPO-driven system was far shorter,

usually 3-5 years.
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Figure 4.1 A startup life-cycle with and without PIPO. Source: Brown, K. C., & Wiles, K. W. (2020). The growing blessing of
unicorns: The changing nature of the market for privately funded companies. Journal of Applied Corporate Finance, 32(3), 52-72.

The transformation in Unicorn can be seen as a clear sign that the firm is ready to undergoing

an organizational transformations and, according to a recent study, a firm, after the achievement

of this prestigious status, stays in this position for approximately 2 years®’.

2.3 Ventur Capital and Private Equity in China.

The Pandemic era, the slowdown of the Chinese economy, the fear driven from the high-

tech sector crackdown, and, most importantly, the rising geopolitical tensions between China and

% 2 Karen H. Wruck, 2008, “Private Equity, Corporate Governance, and the Reinvention of the Market for
Corporate Control,” Journal of Applied Corporate Finance 20, no. 3: 8-21
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US are all factors that have taken their toll on the Chinese Venture Capital Market®®. The bleeding
of foreign capitals, in particular of US capitals, has been severe, even if attenuated by the growth
of yuan-denominated funds and mid-sized funds, and according to the Pitchbook report of the first
half of 2023, Chinese VCs investment amounted to only $26 billion, a decline of the 31.4% from
the previous year. Furthermore, the size of the investments has also shrunk, with the value of the
mega-deals, meaning by $100 million or larger, being on track to reach is lowest level since 2015.
Nonetheless, the Chinese Venture Capital Market is still the second largest one in the world and in
the last decade has been characterized by a stellar growth rate, although it seems to not have
reached yet its maturity, as it can be testify by the fact that there is not a clear differentiation
between the VCs and PEs since their strategy is in most cases quite similar and in their investment

portfolios includes every categories of companies, from early-stages to later ones®”.

The history of VCs in China started in the 80’ as an attempt by Beijing to revitalize the high-
tech industry. These first type of VCs, backed mainly by the government, were completely
inadequate, mostly because the non-existing experience of the owners and the lack of exit channels.
The Chinese government in 1998 redesigned its own strategy and endorsed the “Proposal N°1”, a
set of propositions that reshaped the Chinese VCs’ world and proposed to establish a plan to create
a “Chinese Nasdaq” to resolve the problem related to the absence of exit channels. Unfortunately,
the plan raised a lot of expectations that the government was unable to fulfill and so, after the
2000-2001 boom of domestic VCs, the internal market soon cooled down, leaving the foreign VCs
to take the lion’s share. In 2005 Beijing finally implemented the split-share structure reform in
order to increase the privatization of the stock market. This drastic move allowed domestic VCs to
exit through IPO in mainland China and it proved to be a real game changer for the entire industry.
The flourishing of the domestic VCs market accelerated with the establishment in 2009 of the
ChiNext Board. Unfortunately the momentum ended and after a serious of external and internal
economic worsening conditions the CSRC implemented an [PO suspension, valid from November

2, 2012 to January 17, 2014. This move, made necessary by a bearish A-share stock exchange,

% Cheng Evelyn, September 18, 2023, “China VC deals plunge, on track for worst pace in more than seven years”,
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condemned the domestic VCs’ market to plunge drastically. With the end of the IPO-suspension
period and the improvement of the global economy China VC firms could finally breath again.
The 2015 was a great year for the Chinese VC firms and marked the start of a second boom that
see them as the main protagonists all around. Marketers for both GPs and LPs increase significantly
their level of sophistication, while many experienced Chinese found managers returned home from
overseas to fund their own domestic VC firm. Beijing also applied a stricter set of regulations to
improve the overall system. The launch of the STAR Market in 2019 was also a very crucial event,
since it became the most important [PO-exit channel for Chinese VC-backed companies.
Nowadays, the domestic VC market, as we have already seen, has entered another period of crisis,
even if there are some interesting evolutions that are taking place, in particular regarding the law
concerning the investment ability of large and public institutions like pension funds and banks.
The participation of this kind of large and sophisticated investors, who has already proven in many
countries to be a game-changing experience, has been planned by the government since 2015, but
is yet to be fully allowed. Xi’s administration has already made huge progresses in this field. In
particular a law has passed that makes possible for the pension funds owned by the local
governments to invest in equities up to the 30% of their net assets'%’, but due to organizational
problems the law is still in need of being fully implemented. Furthermore, the National Social
Security Fund, that is the pension fund held by the central government, is instead being allowed to
invest in equity up to 40% of all its investments, but just in publicly-listed companies or equity

101 The insurance sector could also represents another important new source of

investment funds
capitals for VC firms: in 2014 the China Insurance Regulatory Commission allowed insurance
companies to invest 2% of their total assets in VC funds'??. This rules, further updated in 2018'%,

are a clear sign of how the government intends to create a new VCs’ founding system.
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These important regulation changes are all connected to the Limited Partner market structure
that, as we have seen, is crucial for the correct development of the VC firms. The situation has
already drastically changed from the beginning, and now is quite complex and different from the
US’s counterpart, who instead is characterized by a far larger presence of important institutional
investors such as pension funds and university endowments that, has we have already seen, in
China are not allowed to invest in this type of equity yet. The most important class of LPs is the
“wealthy families and individuals”, who accounts for almost the 60% of all the total market.
According to the Chinese regulation, this category is composed by the so-called “qualified
investors” that as institutions must possess a net assets of at least 10 million RMB and as
individuals must have financial assets of 3 million RMB or an annual income of 500,000 RMB in
the last three years'®. It is important to notice that the prominence of this category is cyclical and
follows the trends of the market!®. The second most relevant category is represented by the
“VC/PE investment institutions” while the third position is occupied by the enterprises and their
Corporate Venture Capital. This last category of investors is key for the Chinese startups’ world,
especially the so-called BAT system, even if the government is trying to change its role!%. All of

the other classes account for less than 10%.

Chinese investors are characterized by not being particularly patience towards their
investments, even if there has been some progress. In 2009 the median incubation period, that is
the amount of months between the date of the initial investment and the exit date, was just 26
months. Furthermore, many deals have been stroked in regions characterized by an even shorter
incubation periods. In 2010 the situation was already better, with a 38 months incubation period.
The growing trend of this period seems to have peaked in 2016 with 55 months and in 2018 was

already much shorter, being only 44 months in total'’’. Even the Chinese Unicorns usually have a
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much shorter lifespan, just 7.6 years against the 10.2 years of their US counterparts'®®. This

urgency could be due to several reason:

1.
2.
3.

The lack of good exit alternatives and the prevalence of the IPO exit-strategy.
The changing conditions in the economic environment that will make it harder to sell later.
The different composition of the LPs. Wealthy families and individuals usually do not

possess the same level of sophistication of larger and better structured investor companies.

The IPO exit is by far the most used exit-strategy of the Chinese VCs’ ecosystem. There are

five economic, cultural and legal reasons behind this preference:

1.

[PO-exit tends to give higher returns and it has been proved that the initial returns and
overvaluations have no influence over the post-IPO stock performance in the long run.
The M&As require regulatory approvals, making this exit strategy much less appealing in
the Chinese system than in the US one, where this method is much more used than IPO.
Besides, the approval process takes a quite long period of time, provoking employee brain
drain and the variation in the acquisition price. The local governments are also infamous
for their tendency to disrupt these types of transitions, especially if a SOE is involved. The
very strict regulations concerning the involvement of a foreign company in a M&A are also
not desirable.

The very tight control that the Chinese government exercise over debt financing. A very
conservative policy makes very difficult the practice of financing with debt VCs and M&A
deals.

Cultural aspects are also to take into consideration. Usually a Chinese entrepreneur is very
attached to its own company, especially when the company involved is a VC-backed start-
up with a very concentered shareholding structure. In a M&A deal situation this mindset is
even more problematic since the acquired company is usually transformed in a wholly-
owned subsidiary or in a separate division. Trying to reconciliate the previous corporate
culture with the one of the new owner can be a really challenging and time-consuming

ordeal.
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5. Institutional infrastructures for M&As in China are really underdeveloped and getting
direct information from a non-listed company is very difficult. Due to the very short life of
the Chinese VCs’ ecosystem there is also a visible lack of sophisticated financial

intermediaries.

Nonetheless, the M&A exit strategy is growing. The IPO suspension period in 2013 and the
volatility of the stock market in recent years are all factors that have certainly helped in increasing
the popularity of the M&A deals as a valuable alternative. According to Deloitte, the Chinese

d!'%. Another problem is

investors are also increasingly more willing to adopt this new exit metho
the lack of an established dual-class share structure like the one presents in mature VCs’ market.
this structure is characterized by two types of shares: one that allows only one vote per share and
it is usually offered to public investors and the other one that allows multiple votes per share and
it is instead issued to the founders. This modus operandi is particularly appreciated since enables
the entrepreneurs to maintain control over their firm even after the listing process. This system
was approved in China only in 2019 and it still so stringent that in June 2023 only 8 enterprises

has been able to be listed with it''°.

One of the other major characteristic of the Chinese VCs’ market is the presence of the
Governmental Venture Capitals (GVCs). The Chinese government in fact accounts for about 50%
of all the funds raised and 40% of all the deals closed from 1999 to 2018. This type of VCs tend
to invest more in local, manufacturing and early stage start-ups, a trend that came from the
necessity of following the governmental guideline. They are way more present in less developed
area, such as the Western regions, far away from Beijing, meaning that the entire GVCs’ structure
is quite decentralize. As a further proof of this fact, 84% of GVCs are controlled by local
governments, who have more binding requirements and are much more active than the central
government. Unfortunately, GVCs are not always so easy to identify. Many governments in fact

prefer to act as LPs instead of directly getting involved with state-owned VCs, so lots of VC firms
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can be mistaken for private-owned firms. Another challenge that we have to address when we try
to identify GVCs is the tendency by the governments of using SOEs or multi-layers shell
companies to deploy money. Thus, a GVC can be misidentified as a Corporate Venture Capital.
One of the key aspect of the GVCs, a feature that makes them particularly valuable for the VCs’
market, is the fact that although they performances tend to be far less spectacular than the other
VC firms, they tend to be counter-cyclical, meaning that, contrary to the other VCs’ behavior, they
will raise more money and increase their investments during market’s downturn, smoothing its

cyclicality!'!!

. Nonetheless, the relationship between the government and the private sector is
layered and complex. Government LPs largely surpass private LPs, and their GPs also account for
almost a third of all the Chinese GPs. On average, private GPs do not like very much Government
LPs, since they do not tend to bring only capitals, but also many obligations. The interferences in
the decision-making process that the private firms will have to deal with if they accept this type of
LPs is considered to be unsustainable, and the uncertainty of the policy combined with the lack of
professionality that characterized GLPs are also, to a lesser extent, seen as unattractive features.
However, as I have previously said, the relationship between public and private is much more
complicated and in fact different types of government are associated with different degree of
acceptance'!?. Local governments, with their tax benefits and regulatory approvals, are seen as
necessary for the development of any early-stage firms!!?, while central and provincial government

LPs are highly disliked, especially by the most successful private GPs. GGPs instead are naturally

more in line with GLPs and received from them far more funds than their private counter-part.

Another important characteristic of the Chinese VCs’ market is the presence of the Corporate
Venture Capitals, in particular the ones connected to the famous BAT system (Baidu, Alibaba and
Tencent). Usually this title refers to subsidiary of an industrial firm or to a fund that has been
jointly set up by a parent firm and a VC firm. A CVC’s scope is much wider than the one of a
traditional VC company. In fact they are not only concerned with financial returns, but their

investment goals comprehend also obtaining new techniques, new products, new talents and
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establishing new connections with emerging industries'!'*

. Nonetheless, as we have said, the very
important role that the BAT companies occupied in this scenario brings us to another element that
characterized the entire Chinese start-ups system: when a company accepts capital from a giant,
the company will automatically enter into its ecosystem, losing the possibility of receiving money
from all the other different firms!!>. They will be also integrated into its backer user base, data and
tools, while it will be completely shout out from the other big tech networks. This is also shown
in the payment systems, where the companies belonging to the Tencent ecosystem are incapable
of accepting Alibaba’s Alipay on their e-commerce platform and vice versa. According to an article
from the Economist in 2020 80% of the firms that have reached $5bn have accepted BAT
investments''. That being said, this was before the Big Tech crackdown. Now after a decade of
protagonism in the VCs’ market, this system is being redesigned. CVCs can be divided in two
main branches: the traditional enterprises CVCs and the Tech CVCs. The first group’s CVC entities
have as core business the manufacturing related sectors, while we can divided the second group
into two separate classes, the older tech giants, the one that we have previously discussed, i.e. the
powerful BAT triumvirates, and the newer Tech giants, more focused on mobile devices like
Bilibili, Bytedance and Xiaomi. Both of this classes were the target of the Tech crackdown. On
January 2022, Bytedance has decided to disbanded its own CVC called strategic investment
department, while also decided to withdrew from many investments. Tencent has also begun to
disinvest in many companies. The Tech giants ‘system has been seen by the government as an
abuse of the companies’ dominant market position, an unregulated and dangerous obstacle to the
correct development of the market. Now, Beijing is trying to favor the establishment of more SMEs

and the correct development of a now regulated CVCs’ market!!”.
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Policy context

2.4 Entrepreneurial ecosystem and innovative policy.

A strong financial context, that as we have seen is incredible relevant in the development of
an healthy startup system, is not the only aspect necessary for creating an Unicorn-friendly
environment. Another essential element in the crafting of a new innovative economy is the
presence of what is now defined as Entrepreneurial Ecosystem (EE), an innovative concept
considered to be a driven force for the economic growth!!8, According to the definition crafted by

Stam, an EE is:

“A set of interdependent actors and factors coordinated in such a way that they

enable productive entrepreneurship within a particular territory!'!*”

The territorial characteristics of each area are key aspects of any EE since they give to this
system its own particular features. Every EE in fact is a unique ecosystem composed by a unique
set of aspects and elements that are jointed together in a very specific way'?. For this reason, there
is no a clear way to obtain this type of structure and the causes of its formation are almost
impossible to identify as it appears to be a phenomenon generated by casual forces not entirely in
our control!?!. Thus, it should not surprise us if is still not clear the role that the government can
have in the crafting process of an EE. According to Stam and Van de Ven, the government can

d122

shape the context in which a EE could emerged and operated'““, even if the system itself remains

a self-organized system built from the bottom-up'?}. Brown and Mason also highlighted the
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complex nature of the “nested geography” of a EE!>*, where a EE can be embedded within another,
each one operating at a different spatial level. According to this approach, In China we can see a
national level EE interacting with many regional-level EE, such as the Zhongguancun
Technological Park in Beijing. To properly understand the importance of this system for this work,
it is essential to underline that the majority of the Chinese Unicorns is indeed located in Science

and Technological Industrial Parks'%.

The political, institutional and economic context that lead to the creation of the EE zones in
China originated from a governmental effort to promote high-tech industrialization and innovation.
In 1999 the State Council started to revitalize the Chinese domestic economy focusing firstly on
the SOEs and the public sector!?. In the same year, the government established also a fund, called
the Innovation Fund or Innofund, designed specifically to provide grants or loans to high-tech
SME:s in early-stage of development. This fund alone has grown from $30 million in 1999 to 760.4
million in 2012'%7, testifying the increasing importance of this policy tool for Beijing that since the
second half of 1990 has started to promote a market-led type of innovation in China and wanted
to support idea with good market potential. The famous BAT trio was also established in the same
period of time and it was fundamental for the development of the Chinese start-up system not just
for the funds and capitals that, as we have already seen, they largely provided, but also for the
infrastructures that they have built. Tencent connected China through its new instant messaging
app QQ and its other social network platforms, Alibaba became famous as an online retailer and
Baidu created the definitive Chinese search engine platform. In a country where a huge domestic
market was on the rise!?®, where the US companies such as Amazon, Google and Facebook were

not allowed to enter, these companies thrived'?’. In 2006 the government designed a medium and
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long term strategic plan to boost the high-tech capabilities of the country and turn China into an
innovation-oriented economy!*’. In 2015 the State Council committed even more to its idea of
reforming the system and its mechanisms, emphasizing the importance of the indigenous element
in the innovation process. Meanwhile, starting from the 2000, China became a very popular
destination for flows of both capitals and people. Many Chinese previously immigrated decided to
come back, attracted by the Government grants and subsidies provided by the Technological Parks.
New entrepreneurial mindset and set of behaviors emerged, tailored on the Chinese cultural values
such as the willing to succeed, aptitude for problem solving, ability in the crafting of networks
(guanxi) and an high tolerance for failures'®!. This last bit is quite critical, since a survey conducted
in 2018 revealed that 70% of Unicorns funders have already tried to establish a company before
their current business and in the end their determination was a key component of their success'2.
To promote the entrepreneurship and innovation in the country the local governments and the State
Council have implemented more than 400 support measures'>*. One important milestone was the
issuing in 2017 of the Guidelines on Tax Incentives for Mass Entrepreneurship and Innovation.
This new provisions halved the corporate tax income for micro-businesses and raised in a
significant way the tax threshold from an annual taxable income of less than RMB$300 thousand
to less than RMB$3 million. In 2019, after a revision, these guidelines also provided 89 preferential
tax measures for start-ups and additional policies designed to help small business raising funds.
The financial subsidies spiked while the taxes were lowered. Furthermore, the government also try
to encourage the adoption by the companies of a new approach towards management while trying
to implement new talent attraction policies'**. Xi Jinping himself in 2019 stressed the importance
of creating a favorable environment for the development of the private sector, seen as a source of

innovation, highlighting the necessity of creating the vital conditions for the development of EEs !>
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In the end, the development of these ecosystems in China can be divided into three different
stages!3®:

1) The initial stage, where we have seen the government actively promoting technology-based
innovation and helping in the formation of early entrepreneurs with their new business
models. All of this while a huge domestic market and affordable internet services
guaranteed the basis for the development of EEs.

2) The networking of entrepreneurs, the huge flow of financial and human resources, the
presence of qualified leaders and organizations that can help as supports for these
companies became key elements in the creation of the right environment.

3) Mass entrepreneurship and innovation, supported by the government, lead to the creation
of a huge number of start-ups, some of them so successful that were able to turn into

Unicorns.

It is important to notice that the government never really directly promoted innovative
business-models, as it preferred to contribute to the economic development of the country through
the creation of physical infrastructures, but thanks to this innovation policy that let many EE’s
elements emerged and interacted with one another inside the institutional context many bold

entrepreneurs menaged to developed their own business-model’s innovations'*’.

2.5 Science Parks: history and evolution.

The first Technological or Science Park in the world was the Research Triangle Park (RTP)
established in 1951 in North Carolina, located in the Raleigh-Durham-Chapel Hill area. It was
anchored to the Durham’s Duke University of North Carolina and the North Carolina State
University of Raleigh. Although private, it was connected to a near federal research laboratory and
receive state-based incentives'*®. Since then this model of science park has been widely accepted

as very important tools in the development of high tech enterprises and industrial clusters'®. It
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established one virtual location for physical locations and innovative clusters, something that is
really crucial for emerging economy that usually tend to adopt a catch-up or imitation strategy '
where the interaction and cooperation among universities, industries and governments is key!*!.
Universities in fact provide skilled human capital, the governments establish the social and
political context necessary and the industries are the heart that drives the entire operation'#>. The
name Science Park by itself can be seen as an umbrella term that includes under its scope lots of
industrial agglomeration such as high-tech zones, science cities, industrial parks, high-tech regions
or science-based industrial parks'®. It can be seen as a system formed by four main aspects who
must interact as in a synergic organism:

1. C, the factor Convergence = using the Resource-based view (RBV) we can look at an
enterprise as a collection of both tangible and intangible resources'#*. The heterogeneity of
these resources will be key in the conversion process from a short-run competitive
advantage to a sustained competitive advantage, but the recognition and the acquisition of
these resources for a start-up are really time-consuming and difficult actions. When the
assortment of entrepreneurial and innovative elements fully converged in a certain area,
their mutual reinforcement provides a path for the company 4.

2. A, the Industrial Agglomeration = according to Porter an industrial agglomeration is a
geographically close group of enterprises and institutions, gathered by commonalities and
complementarities'*6. Companies in clusters obtain their core competencies mainly from

an industrial system built on element agglomeration networks.
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3. E, Industrial Ecology = a new business model that moved the focus from individual
manufacturing processes to industries'*’. The members of an industrial ecosystem such as
customers, suppliers, producers etc. operate as independent entities but at the same time
they form a strong system'*® and their interrelationships push for a dynamic exchange of
materials and resources. In this system energy consumption and resource allocation tend to
became more optimized since semi-finished products or even wastes of a company can be
used by other companies as raw materials'*’.

4. R, Radiation = a Science Park is a center of growth whose influence will also improve the
economic and social environment of the surrounding area '°°. The Technological
entrepreneurial activities established inside the Park will spread with different levels of
intensity all over the territory and the resources necessary for these activities
consequentially will be also exchange in different ways. All of this will make a variety of
entrepreneurial elements expand well behind the Park’s boarders, to the surrounding
underdeveloped area, narrowing down the gap between the zones outside and inside the
Park.

This CAER paradigm is not always declined in the same way in every country. Parks located in
emerging economies are also very different from the Parks presented in established economies.
There are two main paths to create a Technological Park: spontaneous creation and government
guiding'!. These two tendencies are also connected to the fact that the development of a Science
Park is always heavily influenced by the combination of government guidance and market needs'*2.
In an established economy, Parks usually are created due to the interaction between scientists and
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venture capitalists > and research institutions are considered the leading force behind the system,
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generating knowledge, technology and the academic background necessary to sustain the
entrepreneurs. Many firms presented in the zone are academic spin-offs. In this type of system, the
government is the one financing the research institutes, letting them continuing their technological
innovation, while the VCs instead provide capitals for the commercialization of innovation and
entrepreneurship'>*. In an emerging economy instead, Science Parks are government planned
innovation areas focused on high-technology development!’. the government also set up financial
institutions to support the start-ups’ ecosystem since the investment system by its own is not yet
developed enough. Another aspect that is very dissimilar is the human research availability and
training, an element that is crucial to the success of the Technological Park. In an established
economy, Science Parks can count on the presence of many institutions and universities who
provide a solid base for the scientific research!>®, while in emerging economies there will be a
vertical project directed by the government that will integrate the local universities, industries

institutions, independent scholars and government resources'>’.

China, after the cultural revolution, was quick to embrace this new development method.
The first Chinese Science Park and High-Tech Zones (SPHZ) was the Zhongguancun in Beijing,

159 and in

founded in 1988'8, It presented very similar characteristics to the one in North Dakota
turn, it became a paradigm to imitate itself. In fact, according to the Minister of Science and
Technology, one of the most important body in charge of the SPHZs’ operations, there are now 54

parks in China'®®

. Many of them was heavily inspired by the original Beijing park and presented
very similar features such as high-tech pioneer center, high-tech and new-tech enterprise incubator,
overseas student park, nearby research universities and a significant presence of firms. Since the

advantage derived from the clustering of businesses in the spreading of information is very well-
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documented'®!, all of these parameters should create a system where knowledge transfer to and
from anywhere is easy and efficient, and should also be located in a pleasant environment where

high-quality lifestyle is guaranteed for all its inhabitants '62.

These parks in fact are seen not only as tools to incentive the economic development of an
area, but also as provider of employment for an highly educated labor force that must be convinced
to stay and live in the region. Inner China SPHZs in particular are specifically designed to be
attractive for their own universities students that would be otherwise more incline to move towards
the more developed coastal areas. They usually include amenities such as villas, golf and country
clubs, high-quality schools for children, banks, pedestrian-mall retail streets, restaurants and even
foreign-brand coffee shops and food setting like Starbucks or KFC'®*, Other methods to appeal
qualified labor forces are preferential housing, hukou residency permit for the location desired and
discounted tax treatment. Moreover, a well-designed SPHZ must reflect and be specialized in the
local strengths. They should be also equally spread on the country territory to guarantee geographic,
political and economic balance, but we see a clear preference for the coastal provinces.
Nonetheless, nowadays costs and the conformation of the labor market itself invite to select places
that are far away from the crowded cities. This new approach towards the placement of the parks
is also correlated to the discovery that universities are engineering of economic growth in
themselves. Fang and Xie have even suggested that the right location is also determined by the
ancient philosophy of Feng Shui'%. Even if China government over time has shifted to a less direct
control over the technological field, it has still a crucial role in the choosing of the place and of the
focus of the new parks. Most of them are indeed still guided by municipal governments. Interact
with local economic-political bodies is vital and any attempt to override them and trying to

establish a direct contact with the national government can be very detrimental ',
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We can see an governmental interest in this type of parks since the Deng Xiaoping era, where
it began a push for the development of research institutions. Jiang Zemin, his successor, supported
not only the development of the indigenous innovative capabilities bur also the improving of the
attraction factors for FDI in sectors that Beijing saw as important for employment reasons or for
technology learning purposes. With him, we see the transition of China to a socialist market
economy with Chinese characteristic and a spiked in privatizations. The SPHZs initially helped to
match foreign firms and local manufacturing or assembling operations basing their selection on
convenience or cost-reduction factors'®. The goal behind to the creation of this parks was to attract
FDI to create more job opportunities, promote technological transfer, incubate Chinese start-ups
and raising local technological capabilities. SPHZs offered to companies physical infrastructures
like electricity and equipment and intellectual infrastructures, i.e. lectures, instruction and
discussions. Among the many initiatives set up by the central government the most significant are:

1. Key Technologies Research and Development Program, also called 863 Program from the
date in which it was announced. It supported marketable technology belonging to the
biotechnology, astrobiology, laser, automation and energy fields.

2. The 973 Program, that also received its name from the date in which it was announced,
targeted seven industries and helped local governments with high-tech zones, personnel
training and FDI- cooperation projects.

3. The Torch program, started in 1988, was created to fund entities whose aim was to help the
commercialization of high-tech products.

4. The Spark Program, whose name instead is from the Mao Zedong famous saying “a little
spark can start a forest fire”, was created for helping to the revitaliza the technological

industries of the rural areas.

Another importation governmental decision was also taken in 2004 regarding the promotion
of the so-called “eco-industrial” Parks (EIPs). Indeed, a key aspect involved in the creation of a
Science Park that I have not yet discussed is the environmental deterioration that the sudden

appearance of an industrial zone of this magnitude inevitably bring with itself. Air pollution, water
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pollution and resource depletion are all important elements that we must considered'%”. Guarantee
a balance between sustainability and economic development is now vital and EIPs are deeply
connected to new topics such as clean production, resource efficiency, climate change, industrial
symbiosis and circular economy!'®®. In fact, EIPs over the two past decades have helped to reduce

0

China’s greenhouse gas emissions !®° | promote green transformation '° and low-carbon

development!’!.

Conclusions

This work aimed at presenting the complexity of the Unicorn phenomenon in China while
trying to explain the causes that allowed such a rapid growth and expansion. The results that [ have
presented are both extraordinary and contradictory, as always when the PRC is involved. Matter-
of-factly, the system that allowed to achieve the incredible goal of 173 Unicorns is forged by
contradictions. The most glaring one is certainly the fact that while this structure is heavily
dependent on the state support to function, it is simultaneously running on foreign capitals, in
particular US ones. Furthermore, in the past crisis when there was the need to improve the system
and make it more resilient, the model that the authorities have always chosen to imitate was the
US one. The new geopolitical situation has made this paradox unsustainable and now we see clear

signs of distress from the Chinese startups world.

Without US money and a clear example to follow, China must now face an unprecedent
situation. An article from the Financial Times!’? has illustrated how Xi’s government is answering

to this impasse, trying to redesign the system to better suit this new reality and, most importantly,

167 World Bank, UNIDO, GIZ, 2018. A Practitioner's Handbook for Eco-industrial Parks Implementing the
International EIP Framework. World Bank Group, Washington, DC.

168 World Bank, UNIDO, GIZ, 2017. An International Framework for Eco-industrial Parks. World Bank Group,
Washington, DC.

19 Guo, Y., Tian, J., Chertow, M., & Chen, L. (2018). Exploring greenhouse gas-mitigation strategies in Chinese eco-
industrial parks by targeting energy infrastructure stocks. Journal of industrial ecology, 22(1), 106-120.

170 Zeng, D. Z., Cheng, L., Shi, L., & Luetkenhorst, W. (2021). China’s green transformation through eco-industrial
parks. World Development, 140, 105249.

171 Nie, X., Wu, J., Wang, H., Li, W., Huang, C., & Li, L. (2022). Contributing to carbon peak: Estimating the causal
impact of eco-industrial parks on low-carbon development in China. Journal of Industrial Ecology, 26(4), 1578-1593.
172 Lockett Hudson and Leng Cheng, September 22, 2023, “How Xi Jinping is taking control pf China’s Stock
Market”, Financial Times, consulted in 10/01/2024.
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to better suit his policy. The government has always been in charge of the entire financial system
while being one of its most important participant, yet it is now taking an even blunter approach.
The beginning of this shift can be tracked down to the Big Tech Crackdown, started from the
rebellious founder of Alibaba, Jack Ma, and his desire for China to take a more liberal approach.
His dream, likes his company, has been promptly crushed by the harsh reality of a legislation that
does not want to imitate the American model anymore. The stock markets are being used to move
capital towards specific sectors in order to reshape the economy in a way that fits the design of the
government, such that the market is now forced to serve the State, even if in a less restrictive way

3

that in the past. Mao Zedong’s “whole-nation system”, in fact, has been restructured and
reimagined in a “new whole-nation system”, where market mechanisms, as we have seen in the
first chapter, are now accepted under the guidance of Xi’s vision. Even the new registration-based
system is part of this scheme and what it may seem at first glance like a westernization of a Chinese
fundamental market mechanism, is instead another step towards a new structure guided by political

guidelines.

This can also be interpreted as the key to understand all of China’s Unicorn system and
economy as a whole: the American line of thinking has never been really accepted, while the
instruments that it created were instead used and deployed in a new way, integrated in a different
scheme. The pinnacle of this new innovation-driven economy, the Unicorns companies, are likely
to be the most important example of this reality. Entities that on the surface are the physical
embodiment of the freedom of the market and all of its many actors, are instead supported by the
state since the very beginning. The guanxi, the relationships between the founders of a Unicorn
and the other subjects presented in the area, are fundamental for its creation, and this is highlighted
by the entrepreneurial preference for local governmental investments. The entire VCPE system,
dominated by governmental players of different natures, is a testament of how the public is always
being heavily intertwined with the private and, in some ways, it was the basis from which the
actions of the single entrepreneurs originated from. The very fact that Unicorns are mostly located

in Technological Parks, the very expressions of the state policies, is quite telling.

The new push for the integration in this system of the huge public institutions, such as

pension funds and banks, is not only a necessary way to compensate the lack of foreign capitals,
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but also a need to further implement this statal approach towards the financial world. China is now
experiencing a period of rapid and drastic changes, yet the foundations of this new system that is
trying to build were already there and maybe what it was considered as an intermediate phase
between a less modern, state controlled financial system and a more sophisticated liberal one,
inspired by the Western ideals, was instead the starting of a completely different financial model,

something that the world has never seen.
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