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Abstract

Aim. The work aimed to compare systematically the differences in the strategic positioning  
of China and the USA in the development of smart cities driven by artificial intelligence (AI), 
and to study their impact on global market competitiveness.

Objectives. The work seeks to compare and analyze the differences in the strategic positioning 
of China and the USA in promoting the development of AI-driven smart cities, as well as assess 
how these strategic differences shape the competitive landscape in the global smart city market.

Methods. The author used a mixed research method, combining qualitative and quantitative 
methods, comparative analysis, calculations of indicators, statistical data induction, and literature 
analysis to compare systematically the strategic positioning and market competitiveness of China 
and the USA in the field of AI-driven smart cities.

Results. China employs a government-led top-down model, promoting pilot projects and 
infrastructure construction through national policy, emphasizing rapid technology implementation 
and the integration of all stages of the production chain. The United States of America is market-
oriented, relying on the innovative capabilities of Silicon Valley technology companies and  
a public-private partnership model, focusing on technological originality and commercial applications.

Conclusions. The study results revealed that in the future, China, owing to its government-led, 
large-scale advantages, will be able to take a leading position in smart city infrastructure 
construction and advancement in emerging markets. While the USA, relying on a market-oriented 
innovation ecosystem and accumulated core technologies, will continue to dominate the high-
tech market, maintaining superiority in fundamental AI research and high-value-added fields.
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Умные города на базе искусственного интеллекта:  
сравнение стратегического позиционирования  
и рыночной конкурентоспособности Китая и США
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Аннотация

Цель. Системное сравнение различий при стратегическом позиционировании Китая и США 
в области развития умных городов, стимулируемых искусственным интеллектом (ИИ),  
а также изучение их влияния на глобальную рыночную конкурентоспособность.
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Задачи. Сравнить и проанализировать различия при стратегическом позиционировании Ки-
тая и США в продвижении развития умных городов на базе ИИ; оценить, каким образом 
эти стратегические различия формируют конкурентную среду на глобальном рынке умных 
городов.

Методология. Автором использованы смешанный исследовательский метод, сочетающий 
качественный и количественный методы, методы сравнительного анализа, расчет показателей, 
индукции статистических данных и анализ литературы для систематического сравнения 
стратегического позиционирования и рыночной конкурентоспособности Китая и США в об-
ласти умных городов на базе ИИ.

Результаты. Китай применяет государственно ориентированную модель «сверху вниз», 
продвигая пилотные проекты и инфраструктурное строительство через национальную 
политику, делая акцент на быстрой реализации технологий и интеграции всех этапов 
производственной цепочки. США ориентированы на рынок, полагаются на инновационные 
способности технологических компаний в Силиконовой долине и модель публично-част-
ного партнерства, фокусируясь на оригинальности технологий и коммерческих прило
жениях.

Выводы. С учетом результатов исследования стало очевидным, что в будущем Китай, благо-
даря правительственно ориентированным масштабным преимуществам, сможет занять лиди-
рующие позиции в строительстве инфраструктуры умных городов и продвижении на развива-
ющихся рынках. США, опираясь на рыночно ориентированную инновационную экосистему  
и накопленные ключевые технологии, продолжат доминировать на рынке высокотехнологичной 
продукции, сохраняя преимущество в области фундаментальных исследований ИИ и сфер  
с высокой добавленной стоимостью.

Ключевые слова: искусственный интеллект, умные города, стратегическое позиционирование,  
рыночная конкурентоспособность, технологический прогресс, международное сотрудничество

Для цитирования: Лю Минчжу. Умные города на базе искусственного интеллекта: сравнение стратегического 
позиционирования и рыночной конкурентоспособности Китая и США // Экономика и управление. 2025.  
Т. 31. № 12. С. 1634–1646. (На англ.). http://doi.org/10.35854/1998-1627-2025-12-1634-1646

Introduction

The continued acceleration of urbanization 
worldwide, intertwined with breakthroughs 
in the field of artificial intelligence (AI), is 
profoundly reshaping the development para-
digm of smart cities, driving them from early 
conceptual blueprints toward achievable re-
alities. According to the latest forecast re-
leased by authoritative institution Statista, 
the global smart city market size is expected 
to reach USD 82,673 billion by 20301. Against 
this backdrop, China and the United States, 
leveraging their significant first-mover ad-
vantages and technological accumulation in 
AI research and smart city applications, have 
emerged as two core driving forces shaping 
the global smart city landscape. 

China and the United States exhibit signifi-
cant differences in their strategic approaches 
to smart city development, which are reflected 
in key areas such as government policy, mar-
ket drivers, and public-private partnership 

models. China is promoting new urbanization 
based on the 14th Five-Year Plan. The Digital 
Silk Road is regarded as a digital extension 
of the Belt and Road Initiative, aiming to 
redefine the global digital landscape [1]; while 
the Unites States promotes a public-private 
partnership model through the “Smart Ci
ties Challenge Program”. In the process of 
promoting smart city development, China has 
demonstrated a clear characteristic. At the 
national level, strong policy guidance and 
resource integration have driven the imple-
mentation of a series of large-scale smart city 
projects, reflecting a top-down approach to 
overall planning and centralized implemen-
tation. In contrast, the United States relies 
more on the innovative vitality of the private 
sector and the self-regulating role of mar-
ket mechanisms, forming a more decentral-
ized and self-organized development model 
that highlights its traditional strengths in 
technological innovation and market-driven 
operations.

1  Artificial intelligence (AI) market size worldwide from 2020 to 2031 (in billion U.S. dollars) // 
Statista. May 23. 2025. URL: https://www.statista.com/forecasts/1474143/global-ai-market-size (accessed 
on 28.08.2025).

http://doi.org/10.35854/1998-1627-2025-12-1634-1646
https://www.statista.com/forecasts/1474143/global-ai-market-size
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This study focuses on the differences in 
the strategic positioning of China and the 
United States in the fields of smart cities and 
AI, aiming to explore the different choices 
in policy orientation, industrial layout, and 
technological pathways. By systematically 
comparing the development paths of the two 
countries, this article further analyzes the 
key factors influencing their global competi-
tiveness and assesses the profound implica-
tions of these two different models on the 
future landscape of global smart city devel-
opment.

Literature Review

Many scholars have explored the technol
ogical architecture, policy framework and 
typical application cases of China’s smart 
cities, and they believe that the integration 
of technologies such as big data, IoT and AI 
can effectively improve the effectiveness of 
urban governance. In smart city projects, 
the effective application of technologies such 
as big data analytics, artificial intelligence, 
machine learning, and deep reinforcement 
learning has significantly improved the oper-
ational efficiency of key areas such as intel-
ligent transportation, cybersecurity, smart 
grids, and UAVs-assisted next-generation 
communication(5G/B5G) [2]. Artificial in-
telligence enabled smart city solutions of-
fer numerous advantages, including more 
adequate water supply, energy management, 
and waste management, as well as reduced 
traffic congestion, noise, and pollution [3]. 
AI optimizes real-time monitoring and big 
data analytics of smart infrastructure in 
smart cities through machine learning and 
solves the algorithmic transparency chal-
lenge through Explainable Artificial Intel-
ligence (XAI) [4]. Smart cities are connected 
globally through management functions such 
as decision-making, control and funding [5]. 
As a global discourse network system, cit-
ies act as “testing grounds” for smart in-
novation and are redefining the future path 
of urban governance and development [6]. 
China’s smart city construction adopts a 
government-led promotion model and has 
formed multiple smart city clusters in the 
Yangtze River Delta, Pearl River Delta and 
other regions [7]. The United States uses the 
“Clean Network Initiative” as a link to pre-
vent Europe and other countries from using 
Huawei equipment to build 5G networks [8].

The evolution of smart city theory reflects a 
paradigm shift from technological determin-
ism to the social technical systems theory. 
The development of artificial intelligence 
has also brought challenges such as ethics, 
privacy, and technological uncontrollability. 
Technological development needs to consider 
various factors, including social, cultural, 
economic, and political aspects, to achieve 
a deep integration of artificial intelligence 
and smart cities.

In addition, our attention is drawn to the 
fact that, despite existing literature has  
initially explored the comparisons of the 
AI technologies and smart city development 
paths and strategies in China and the United 
States, the differences in the strategic posi-
tioning of the two countries and their impact 
on global market competitiveness have not 
been fully considered, especially the impor-
tance of geopolitical factors is still being 
overlooked.

Theoretical Foundation

This study uses the National Innovation Sys-
tem (NIS) theory as the analytical founda-
tion. The theory points out that a country’s 
technological innovation capabilities do not 
rely solely on the efforts of a single entity 
such as enterprises and universities but are 
shaped by the combined influence of national 
institutional design, policy orientation, and 
industrial structure. China is leveraging its 
strong national coordination capabilities and 
large-scale application advantages to excel in 
technology deployment and industrial chain 
integration, while the United States is re
lying on its top research universities and 
active venture capital to maintain a lead in 
basic research and disruptive innovation. 
Therefore, the competitiveness differences 
between the two countries in the smart city 
domain are essentially the manifestation of 
their respective distinctive national innova-
tion systems within a specific technological 
field.

This theory helps to why China and the 
United States, under the same wave of technol- 
ogical development, have developed two dis-
tinct paths: government-led and market-driv-
en. China, through national-level initiatives 
such as the New Urbanization Plan and the 
Digital Economy Strategy, has established 
a “top-down design” innovation system led 
by the government and centered around in-
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frastructure. In contrast, the United States 
has relied on market mechanisms and the 
vitality of the private sector, forming a 
“market-driven” innovation system centered 
on enterprises and powered by technological 
innovation.

Based on the above theory, this paper con-
structs a comparative analytical framework 
from four dimensions: policy system, driving 
model, technological path, and globalization 
strategy. This framework aims to systemati-
cally reveal the strategic differences between 
China and the United States in the field of AI 
smart cities and their impact on the global 
market competition landscape. These theories 
collectively form the analytical foundation for 
this study, supporting a comparative study of 
the two countries’ strategic positioning, mar-
ket competitiveness, technological advance-
ment, and global cooperation in the smart 
city domain.

Research Methodology

The author adopts a mixed research method 
that combines both qualitative and quan-
titative approaches, specifically utilizing 
comparative analysis methods, methods of 
calculating indices, generalizations of sta-
tistical data, and the methods of literature 
analysis to systematically compare the stra-
tegic positioning and market competitiveness 
of China and the United States in the field 
of AI-driven smart cities. By constructing a 
multidimensional comparative indicator sys-
tem, a comparative framework is developed 
across four dimensions: policy system, dri
ving model, technological path, and globaliza-
tion strategy, revealing the essential differ-
ences between China and the United States 
in top-level design and market ecosystems. 
Based on the framework constructed for this 
study, we focused on selecting relevant data 
from 2021 to 2024, conducting a comparative 
analysis across four evaluation dimensions: 
strategic positioning, market competitive-
ness, technological advancement, and glo-
balization and international cooperation. To 
ensure the authority and credibility of the 
data, the study primarily relied on sources 
such as market size statistics from the inter-
nationally renowned research firm Statista, 
industry blue books published by the China 
Academy of Information and Communications 
Technology (CAICT), unicorn company data 
from Tencent Research Institute, and relevant 

academic journals. Through both horizontal 
and vertical comparisons of AI market size, 
the number of AI companies, the number of 
emerging unicorn companies, and industry 
distribution between China and the United 
States, we reveal the competitive landscape 
and development trends in this field. This 
multi-perspective, cross-period comparison 
enhances the timeliness and credibility of 
the research data. In the analysis process, 
we focus on extracting meaningful findings 
from actual data, aiming to establish a close 
connection between theoretical exploration 
and empirical analysis, thus deepening the 
understanding of the differences between 
China and the United States in the AI-driven 
smart city sector.

Case Study

According to the 2023 Smart City Index 
released by the International Institute for 
Management Development (IMD) in Laus-
anne, Switzerland, Shenzhen ranks second 
in Asia for smart city development, while 
San Francisco ranks third in North America. 
This study selects these two cities as typical 
cases because they respectively represent the 
typical paths and core models of smart city 
construction in China and the United States. 
Shenzhen’s development path reflects China’s 
characteristic model of combining gover
nment leadership with market operations in 
advancing smart cities, while San Francisco 
demonstrates the United States’ strengths in 
a market-driven approach and technological 
innovation. However, we also recognize that 
a single city case study may not comprehen-
sively reflect the overall landscape of smart 
city development in both countries. There-
fore, future research that incorporates more 
regionally representative city cases would en-
hance the applicability and explanatory power 
of the conclusions.

Shenzhen’s smart city development is based 
on a “government coordinates and market 
operate” model, aiming to create cutting-edge 
ICT infrastructure and foster the development 
of industrial clusters. In 2011, the Shenzhen 
Industrial and Information Technology Bu-
reau published the “Smart Shenzhen Plan-
ning Outlines” to promote the construction 
of smart cities [9]. Shenzhen, China’s “new 
smart city” pioneer, has a core project, the 
Pengcheng Intelligent Body, that integrates 
5G communications, the Internet of Things 
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(IoT), and the city’s digital twin technology 
(A technical system that constructs real-time 
dynamic mirror models of physical entities in 
virtual space through digital means, and le
verages data-driven methods to achieve inter-
action and simulation optimization between 
the virtual and physical worlds).

The Shenzhen Academy of Social Sciences 
released the “Shenzhen Blue Book: Shenzhen 
Smart City Construction Report” showing 
that Shenzhen has built a globally leading 
digital infrastructure covering network, 
arithmetic, government cloud, digital twin, 
etc., and vigorously pushed forward the ap-
plication of AI technology, making break-
throughs in the fields of government affairs, 
healthcare, and education1. Shenzhen, with 
the support of its tech giants Huawei and Ten-
cent, has positioned itself at the forefront of 
China’s smart city movement, deploying cut-
ting-edge technologies such as next-genera- 
tion networks and big data to enhance urban 
operations. Huawei’s “Smart City” program 
aims to make Shenzhen “smarter, safer, and 
more efficient” and is being piloted in over 
160 cities across 40 countries [10]. Shenz-
hen’s approach to smart city development 
is heavily technology-centric, focusing on 
leveraging advanced technologies to improve 
urban management and services. While this 
approach has accelerated economic growth 
and innovation, it risks neglecting long-term 
sustainability challenges unless institutional 
adaptation and broader social and environ-
mental considerations are integrated into 
future urban planning.

San Francisco’s energy management sys-
tem, as a global model for smart city emis-
sions reduction, uses AI to dynamically op-
timize grid load, driving energy efficiency 
and urban transformation. The city has set 
an ambitious goal to become carbon-free by 
2030, integrating smart technologies such 
as solar potential tracking, energy efficiency 
initiatives, and smart parking solutions [11]. 
San Francisco’s “Go Green” initiative has 
effectively curbed reliance on private vehi-
cles by promoting diverse low-carbon trans-
portation modes such as cycling, walking, 
car-sharing, and smart offices, resulting in 
a cumulative reduction of 40,000 tons of car-
bon emissions over the past three years [12]. 
While this framework provides a model for 
urban low-carbon transformation, its long-

term sustainability depends on sustained 
public engagement and innovation.

Strategic Positioning Analysis

Through the “National New-type Urbaniza-
tion Plan (2021–2035)”, and the Digital Silk 
Road and other policy frameworks, it pro-
motes the export of technical standards and 
infrastructure cooperation, and China has 
signed smart city cooperation agreements 
with over 16 countries. China is actively 
deepening its strategic cooperation with 
Saudi Arabia in the digitalization sector 
under the “Vision 2030” initiative, help-
ing Saudi Arabia build a knowledge-based 
economy, making it a core partner in the 
“Belt and Road” initiative. Sino-African co-
operation in digital technology is focused on 
strengthening Africa’s internet connection 
and digital infrastructure and encouraging 
Chinese companies to participate in projects 
such as optical cable networks, mobile com-
munication networks, and data centers in 
Africa [13].

The U.S. international strategy for smart 
cities is not limited to technology export, 
but also includes standard-setting, compe
ting for market dominance and expanding 
geopolitical influence. Its global strategic 
positioning centers on technological innova-
tion, private sector leadership, and market-
driven approaches, leveraging the innovative 
capacities of Silicon Valley tech giants such 
as Google, IBM, and Microsoft, along with 
numerous startups, to promote smart city so-
lutions worldwide. The Trump administration 
has enriched and improved the Indo-Pacific 
Strategy by launching a series of policies 
related to economy, security, and democratic 
governance, with the goal of making the Indo-
Pacific Strategy a major platform through 
which to counter the Belt and Road Initia-
tive [14]. Both countries’ strategies focus 
on standard-setting and market expansion, 
but China emphasizes intergovernmental co-
operation and systematic layout, while the 
United States highlights corporate innov
ation and competition for dominance of rules, 
reflecting the two countries’ different paths 
to globalization and concepts of technology 
governance.

According to Statista data, the smart city 
market size in China increased from 14,9 tril-

1  Shenzhen Municipal Government. 2025. URL: https://www.sz.gov.cn/cn/xxgk/zfxxgj/zwdt/content/
post_12181023.html (accessed on 28.08.2025). (In Chin.).

https://www.sz.gov.cn/cn/xxgk/zfxxgj/zwdt/content/post_12181023.html
https://www.sz.gov.cn/cn/xxgk/zfxxgj/zwdt/content/post_12181023.html
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Table 1

Comparative analysis of the strategic positioning of China and the United States of America
Таблица 1. Сравнительный анализ стратегического позиционирования Китая и США

Dimension China The United States Key differences

Policy system National New Urbanization Plan 
(2021–2035), Digital Silk Road

Smart City Challenge, Clean 
Network Initiative

Top-level design vs  local 
incentives

Drive model Government-led Market-Driven Planned vs Incentive

Technical path Application-Driven Basic innovation-driven Application scenario-driven  
vs Core technology-driven

Globalization path Infrastructure export standard control Scale expansion vs rule monopoly

Challenge Data governance, privacy 
protection, and  independent 
control of core technologies

High costs of  infrastructure 
upgrades, ethical controversy

Internal governance tensions  
vs External structural 
contradictions

Source: Compiled by the author.

lion yuan in 2020 to 33 trillion yuan in 2024, 
achieving double growth1. During the same 
period, the U.S. smart city market revenue 
increased from 14,15 billion USD in 2020 to 
25,16 billion USD in 20242, with relatively 
slower growth. During the “14th Five-Year 
Plan” period, China’s smart city development 
entered a phase of rapid growth, while the 
United States market maintained a relatively 
steady growth path. Future trends indicate 
that China is expected to further expand its 
share in the global market by leveraging its 
large-scale infrastructure deployment capa-
bilities and comprehensive national digitaliza-
tion strategy. Meanwhile, the United States 
will continue to leverage its leadership in 
cutting-edge technology research and devel-
opment, along with its deeply driven and 
highly collaborative private-sector-led inno-
vation ecosystem, to consolidate its dominant 
position in the high-end smart city solutions 
market.

AI, as a new but critical factor affecting 
the relative distribution of power, makes the 
competition for technological innovativeness 
become a contest for global leadership [15]. 
China has elevated the development of AI 
to a national strategy, has emphasized the 
promotion of research and development, prod-
uct application, and industry cultivation in 
a “three-in-one” manner. The United States 
has strengthened R&D investment and public-
private partnerships through the National 

Artificial Intelligence Initiative Act (2020) 
to maintain global AI leadership. The U.S. 
smart city adopts a “market-driven + local 
autonomy” model, relying on Google, IBM 
and other companies to provide standardized 
solutions, and radiating high-value markets 
such as North America and Europe through 
the Silicon Valley technology ecosystem. The 
difference between the two countries is re-
flected in China’s emphasis on overall policy 
synergy and scale landing, while the United 
States focuses more on enterprise innova-
tion and global technology output, but both 
regard AI and smart city as the core hand to 
enhance national competitiveness.

Market Competitiveness Assessment

As global urbanization accelerates, smart 
cities have become one of the core areas of 
technological competition between China and 
the United States. The wave of AI has swept 
across the globe and is changing the way of 
production and life with unprecedented speed, 
breadth and depth. Major countries around 
the world have taken the promotion of AI 
technology innovation and application as an 
important direction of national strategy. Pro-
moting AI technology innovation and applica-
tion has become a core area of national strat-
egy for both China and the United States. The 
Chinese government has successively released 
guiding documents such as the “14th Five-

1  Size of the smart city industry in China from 2016 to 2023 with an estimate for 2024 (in trillion yuan) // 
Statista. Jun. 10. 2025. URL: https://www.statista.com/statistics/1276583/china-size-of-the-smart-city-
industry/ (accessed on 28.08.2025).

2 Revenue of smart city market revenue in the United States from 2018 to 2029 (in billion U.S. dollars) // 
Statista. Jun. 10. 2025. URL: https://www.statista.com/forecasts/1490673/smart-city-revenue-in-the-us 
(accessed on 28.08.2025).

https://www.statista.com/statistics/1276583/china-size-of-the-smart-city-industry/
https://www.statista.com/statistics/1276583/china-size-of-the-smart-city-industry/
https://www.statista.com/forecasts/1490673/smart-city-revenue-in-the-us
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Year Plan for Digital Economy Development” 
and the “New Generation Artificial Intelli-
gence Development Plan”, clearly identify-
ing AI as a strategic technology guiding the 
country’s future and smart cities as a key 
application scenario. Through strategies such 
as the “National New Urbanization Plan” and 
the “Digital Silk Road”, China has systemati-
cally advanced smart city pilot projects and 
infrastructure construction, achieving full-
process coordination from policy guidance 
to industrial implementation. This “national 
chessboard” strategic model ensures the ef-
ficient allocation of resources and the rapid 
implementation of technology, thereby dem-
onstrating remarkable operational efficiency 
and cost-effectiveness in AI-driven smart city 
solutions. The United States regards main-
taining global leadership in the field of AI 
as an important national strategy and safe-
guards it through legislation and nationwide 
initiatives. For example, the “National Ar-
tificial Intelligence Initiative Act of 2020” 
aims to coordinate and accelerate AI research 
and applications across the country, ensuring 
U.S. leadership in the AI domain.

While establishing AI as a national strate-
gic priority, both countries have also deve
loped distinctive public-private partnership 
models to promote the R&D and application 
of related technologies. China’s PPP model 
reflects the characteristics of “government-
led, enterprise-participated”. The government 
sets the direction and provides initial moti-
vation through national-level planning, with 
state-owned capital and leading enterprises 
taking the lead, attracting private sector 
involvement in infrastructure construction 
and ecosystem operations. The Hangzhou City 
Brain project is based on a digital platform, 
the platform was declared a success as early 
as 2017 by Alibaba, with positive outcomes 
including a 15,3 % increase in average travel 
speed and a 9,2 % reduction in peak-hour con-
gestion [16]. Hangzhou’s “City Brain” project 
is technically supported by Alibaba Cloud and 
other enterprises, but its data integration, 
scenario openness, and cross-department co-
ordination strongly rely on the leadership 
and integration of local governments. The 
United States adopts a bottom-up public-
private partnership (PPP) governance model, 
focusing more on technological innovation 

and commercial application. Relying on the 
Silicon Valley ecosystem and flexible market 
mechanisms, it promotes original technologi-
cal breakthroughs and high-value-added ser-
vice output of artificial intelligence in smart 
cities. Its “SF Energy Map” shows the loca-
tion of buildings with solar installations and 
lets users calculate the photovoltaic potential 
for properties [17].

Both countries show significant growth in 
AI market size from 2020 to 2024, but the 
U.S. is always ahead of China. In 2024, the 
U.S. artificial intelligence market reached 
approximately 50 billion USD, while China’s 
market was about 40 billion USD (Fig. 1). 
The U.S. currently dominates the global AI 
market, thanks to its advanced technologi-
cal infrastructure, high private sector par-
ticipation, and continued investment in AI 
research and development. However, China’s 
rapid growth reflects its positioning of AI 
as the centerpiece of its smart city building 
and national technology strategy. Despite the 
gap, China is gradually closing the competi-
tiveness gap through active policy support 
and market expansion to become a key com-
petitor in the global AI-powered smart city 
solutions space.

In 2024, the global artificial intelligence 
industry revenue reached $642,18 billion in 
2024, a year-on-year growth of 22,2  %1. In 
terms of the number of enterprises, as of the 
third quarter of 2024, the number of global 
AI enterprises is 31,206, of which 10,840 
are U.S. enterprises, accounting for 35  % 
of the global total, and 4,676 are Chinese 
enterprises, accounting for 15 % of the global 
total2. Tech giants are key drivers of smart 
city development, but the paths of Chinese 
and American companies show significant 
differences. Benefiting from the Chinese 
government’s strong emphasis on public 
security and policy support, Hangzhou has 
rapidly developed into a surveillance tech-
nology center. Its Binjiang District has at-
tracted technology firms such as Hikvision, 
Dahua, and Uniview, the three companies’ 
combined revenues accounted for 30 % of the 
global video surveillance sales [18]. Tencent 
builds “digital twin cities” relying on the 
WeChat ecosystem, focusing on connecting 
public services. As one of the key players in 
the development of 5G, Huawei owns 37  % 

1  Blue Book on artificial intelligence governance // CAICT. 2024. URL: http://www.caict.ac.cn/kxyj/qwfb/
bps/202412/P020241227660032159191.pdf (accessed on 28.08.2025). (In Chin.)

2 Ibid.

http://www.caict.ac.cn/kxyj/qwfb/bps/202412/P020241227660032159191.pdf
http://www.caict.ac.cn/kxyj/qwfb/bps/202412/P020241227660032159191.pdf
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Fig. 1. Artificial intelligence market size in China and the United States of America, 2021–2024,  $ billion
Рис. 1. Объем рынка искусственного интеллекта в Китае и США в 2021–2024 гг., млрд долл.

Sources: Statista; Market size of AI in the United States from 2021 to 2031 (in billion U.S. dollars) // Statista. Jun. 06. 2025. URL: https://
www.statista.com/forecasts/1451309/market-size-of-ai-us (accessed on 28.08.2025); Artificial intelligence (AI) market size in China from 
2016 to 2023 with an estimate for 2024 (in billion yuan) // Statista. Jun. 06. 2025. URL: https://www.statista.com/statistics/1262377/
china-ai-market-size/ (accessed on 28.08.2025).

of the patents, has established 28 inno- 
vation centers around the world, and invests 
at least 10  % of its annual sales revenue in 
R&D every year [19]. Tech companies in the 
United States have also made notable con-
tributions. Google, through its subsidiary 
Sidewalk Labs, is dedicated to smart city 
technology development and application.  
Microsoft uses AI technology to optimize 
carbon footprint monitoring and renewable 
energy management, with plans to achieve a 
net-zero emissions goal for cloud services by 
2030. IBM’s early “Smarter Planet” initiative 
has waned, but it still retains the application 
of Watson AI in disaster prediction. 

China’s investment in smart cities has been 
expanding, with total investment in smart 
city-related projects amounting to about 2,4 
trillion yuan in 20201 and China’s smart city 
industry reaching 28,6 trillion yuan in 20232. 
In the United States, cities are expected to in-
vest USD 41 trillion over the next 2 decades to 
upgrade and benefit from digital technologies 
[20]. China attracts high-end global talent  
in AI and smart cities through national  
talent recruitment programs, supported by 
local government policies. Through national 
strategies like the “AI Initiative” and visa fa-

cilitation policies, the United States attracts 
top international talent while encouraging 
domestic universities and companies to culti-
vate high-skilled AI professionals. In conclu-
sion, China focuses on consolidating resources 
for rapid catch-up, while the United States 
maintains technological dominance through 
market and academic advantages. However, 
both face challenges related to data govern-
ance and sustainable models.

In summary, whether it’s China’s state-
led approach that emphasizes top-level  
design and large-scale deployment or the U.S. 
market-driven model that stimulates corpo-
rate innovation and technological leadership, 
both fully demonstrate that promoting AI 
technological innovation has become a crucial 
area of national strategy for both countries. 
Through the “national chessboard” approach, 
China has achieved rapid growth in smart city 
infrastructure deployment and market size, 
showcasing the institutional advantage of 
concentrating resources to accomplish major 
tasks. Meanwhile, the United States, relying 
on market-driven forces and original inno
vation capabilities, continues to strengthen 
its leadership in basic research and high-value 
industrial chains. The sustained investments 

1  New smart city industry mapping research report // CAICT. 2021. URL: http://www.caict.ac.cn/kxyj/
qwfb/ztbg/202112/P020211229521169407866.pdf (accessed on 28.08.2025). (In Chin.)

2 Smart cities in China — statistics & facts // Statista. 2021. URL: https://www.statista.com/topics/5794/
smart-city-in-china/ (accessed on 28.08.2025).

https://www.statista.com/forecasts/1451309/market-size-of-ai-us
https://www.statista.com/forecasts/1451309/market-size-of-ai-us
https://www.statista.com/statistics/1262377/china-ai-market-size/
https://www.statista.com/statistics/1262377/china-ai-market-size/
http://www.caict.ac.cn/kxyj/qwfb/ztbg/202112/P020211229521169407866.pdf
http://www.caict.ac.cn/kxyj/qwfb/ztbg/202112/P020211229521169407866.pdf
https://www.statista.com/topics/5794/smart-city-in-china/
https://www.statista.com/topics/5794/smart-city-in-china/
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Table 2

Comparison of competitiveness of the market of artificial intelligence  
and smart cities between China and the United States of America

Таблица 2. Сравнение конкурентоспособности рынка искусственного интеллекта  
и умных городов между Китаем и США

Competitiveness indicators China The United States
AI market size in 2024 39,32 (billion $) 50,16 (billion $)
AI enterprises in 2024 4  676 10  840
Number of freshman unicorns in 2024 17 54
Leading enterprise Huawei, Tencent, Alibaba Google, Microsoft, IBM
Advantages Large-scale infrastructure deployment,  

cost advantages 
core technology innovation, standard setting

Source: Author; Market size of AI in the United States from 2021 to 2031 (in billion U.S. dollars) // Statista. Jun. 06. 2025. URL: https://
www.statista.com/forecasts/1451309/market-size-of-ai-us (accessed on 28.08.2025); Artificial intelligence (AI) market size in China from 
2016 to 2023 with an estimate for 2024 (in billion yuan) // Statista. Jun. 06. 2025. URL: https://www.statista.com/statistics/1262377/china-
ai-market-size/ (accessed on 28.08.2025); Blue Book on artificial intelligence governance // CAICT. 2024. URL: http://www.caict.ac.cn/kxyj/
qwfb/bps/202412/P020241227660032159191.pdf (accessed on 28.08.2025); The number of new unicorn companies has declined, what 
is the reason behind this? // Tencent Research Institute. Nov. 19. 2024. URL: https://mp.weixin.qq.com/s/2t5R2PqgEM6n88UpeASwkg 
(accessed on 28.08.2025). (In Chin.) 

and competition between the two countries 
in areas such as AI market size, the number 
of AI companies, and smart city investments 
further confirm that AI is not only a focal 
point of technological competition but also a 
crucial reflection of national strategic capa-
bilities and future governance models.

Technological Advancements

The construction of smart cities is rap-
idly relying on AI technologies. Relying on 
the advantages of technology accumulation, 
data resources and market demand, China 
has made breakthroughs in key areas of AI 
and plans to realize the high-end develop-
ment of the entire industrial chain of arti-
ficial intelligence by 2030, build a leading 
global innovation center, and promote the 
deep empowerment of social governance and 
economic transformation by intelligent tech-
nology1. In 2018, Hangzhou’s “City Brain” 
establishes a data-centric digital platform, 
the system was expanded to cover 420 square 
kilometers, and the sensor network was ex-
panded to cover 1  300 traffic lights [16]. In 
the United States, AI applications are pro-
moted through public-private partnerships, 
with cities like San Francisco using IoT tech-
nology to manage smart grids, leveraging 
big data analysis to predict infrastructure 
maintenance needs, and utilizing machine 
learning and computer vision to improve traf-
fic flow. China has demonstrated a clear appli-

cation-oriented characteristic in the field of 
AI data processing algorithms. Large models 
such as Google’s BERT and OpenAI’s GPT-4 
demonstrate strong general-purpose language 
representations and excel at handling com-
plex tasks [21]. In the field of AI for smart 
cities, a differentiated competitive model of 
“application-driven” versus “innovation-led” 
has already emerged between China and the 
United States, and the competition for tech-
nological standards and data sovereignty will 
intensify in the future. 

The data shows that the United States 
maintains its lead in most years, especially 
peaking at 191 in 2021, while China has a 
significant gap of only 33 in 2021. Although 
China briefly overtook the United States in 
2018 (112) and 2020 (84) (Fig. 2), the over-
all trend shows that the United States has a 
more sustained and explosive tech innovation 
ecosystem, especially in cutting-edge areas 
such as artificial intelligence. This difference 
reflects the U.S. well-established strengths 
in venture capital, academic research, and 
technology commercialization, while China’s 
volatility reflects policy-driven innovation. 
In the future, the United States is likely to 
continue its global technology leadership, 
but China will remain locally competitive in 
specific areas (e.g., smart city applications) 
through policy support and market potential. 
The tech competition between the two coun-
tries will continue to shape the global AI and 
smart city development landscape.

1  Development plan for a new generation of artificial intelligence // State Council of China. 2017. URL: 
http://www.gov.cn/zhengce/content/2017-07/20/content_5211996.htm (accessed on 28.08.2025).

https://www.statista.com/forecasts/1451309/market-size-of-ai-us
https://www.statista.com/forecasts/1451309/market-size-of-ai-us
https://www.statista.com/statistics/1262377/china-ai-market-size/
https://www.statista.com/statistics/1262377/china-ai-market-size/
http://www.caict.ac.cn/kxyj/qwfb/bps/202412/P020241227660032159191.pdf
http://www.caict.ac.cn/kxyj/qwfb/bps/202412/P020241227660032159191.pdf
https://mp.weixin.qq.com/s/2t5R2PqgEM6n88UpeASwkg
http://www.gov.cn/zhengce/content/2017-07/20/content_5211996.htm
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Fig. 2. Number of new unicorns in China and the United States of America, 2016–2024
Рис. 2. Количество новых «единорогов» в Китае и США, 2016–2024 гг.

Sources: The number of new unicorn companies has declined, what is the reason behind this? // Tencent Research Institute. Nov. 19. 
2024. URL: https://mp.weixin.qq.com/s/2t5R2PqgEM6n88UpeASwkg (accessed on 28.08.2025). (In Chin.).

Fig. 3. Distribution of unicorns by industry in China and the United States of America, %
Рис. 3. Распределение «единорогов» по отраслям в Китае и США, %

Sources: Tencent Research Institute [22].

The difference in the industry distribution 
of U.S. and Chinese unicorns significantly 
reflects the strategic divide between the two 
sides in terms of science and technology in-
novation paths. U.S. unicorns are mainly con-
centrated in high-tech service sectors such 
as enterprise technology (38,8  %), financial 
technology (16,1  %) and healthcare (14  %), 
demonstrating their technological advantages 
in basic R&D and high-end service industries. 
In contrast, China’s unicorns are most preva-
lent in industrial manufacturing (29,1 %) and 
consumer retail (32  %) (Fig. 3), reflecting 
its distinctive characteristic of “industrial 
digitization”. This pattern suggests that the 

United States continues to lead the way in un-
derlying technology innovation and business 
model breakthroughs, while China is better 
at applying technology to the real economy 
and consumer markets. In the field of smart 
cities, the U.S. advantage may be reflected in 
the intelligent upgrading of city management 
systems, while China emphasizes the integra-
tion of industrial Internet and consumer data 
infrastructure construction. In  the future,  
the global competition in science and technol-
ogy may show a dual-track pattern of “the 
United States leading the source of innova-
tion and China leading the scale of appli-
cation”, but the cross-competition between 

https://mp.weixin.qq.com/s/2t5R2PqgEM6n88UpeASwkg
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the two sides in key areas such as artificial 
intelligence will become increasingly fierce.

Globalization and International Collaboration

China cooperates with emerging markets 
through the Belt and Road Initiative, pro-
viding high-quality infrastructure and soft-
ware and building demonstration projects in 
ASEAN, Africa and other regions [23]. At the 
same time, relying on companies like Huawei  
and Alibaba Cloud, China has established 
multinational data cooperation platforms to 
promote the implementation of standardized 
solutions. The United States, on the other 
hand, uses the “Clean Network Initiative” 
as a link to prevent Europe and other coun-
tries from using Huawei equipment to build 
5G networks [8]. To curb China’s 5G expan-
sion and technological innovation, the U.S. 
Department of Commerce strengthened its 
technology blockade policy against Huawei 
in 2022, placing 36 affiliated companies on 
the Entity List [24]. The United States has 
added over 30 Chinese tech companies, in-
cluding ZTE and Hikvision, to its sanctions 
list under the pretext of “national security”, 
directly impacting the global supply chain. 
In the future, there is greater potential for 
collaboration between China and the United 
States in promoting smart city solutions 
globally, especially in the areas of IoT, AI, 
and big data applications. This collaboration 
can enhance technological inclusiveness and 
provide new models for global governance. 
For example, the United States can provide 
advanced algorithms and an innovative eco-
system, while China contributes large-scale 
application experience and infrastructure 
capabilities to jointly develop solutions for 
developing countries. Although the U.S.’s 
technological containment policy has tem-
porarily delayed China’s AI advancements, 
it has also accelerated China’s independent 
innovation. However, global technological 
fragmentation could lead to the fragmenta-
tion of smart city standards, increasing the 
costs of multinational cooperation. In the 
future, the China-U.S. competition may focus 

on “technology alliances”, and the choices 
of third-party markets such as the EU and 
ASEAN will become key variables.

Conclusions

Based on a systematic comparison of the stra-
tegic positioning and market competitiveness 
of China and the United States, this study 
reveals that the two countries have formed a 
differentiated and complementary “dual-track 
parallel” pattern in the field of AI-driven 
smart cities. China, with its government-led 
top-level design and large-scale infrastruc-
ture capabilities, has demonstrated signifi-
cant advantages in smart city infrastructure 
deployment and cost efficiency. Its smart city 
market size has doubled from 14,9 trillion 
yuan in 2020 to 33 trillion yuan in 20241. The 
United States, relying on its market-driven 
innovation ecosystem and core technological 
accumulation, maintains a leading position 
in AI basic research and high-value-added 
sectors. Its AI market size is projected to 
reach approximately $50,16 billion in 2024, 
far exceeding China’s $39,32 billion2. China 
still lags the United States in the number 
of AI enterprises (4,676 vs. 10,840) and the 
number of Emerging unicorns (17 vs. 54), 
reflecting the U.S.’s continued dominance 
in original technologies and high-end mar-
kets. The future may present a “dual-track 
parallel” landscape: China will take a lead-
ing position in smart city infrastructure con-
struction and emerging markets expansion, 
while the United States will maintain a clear 
advantage in original technologies and high-
end markets. Although the United States has 
employed technological restrictions such as 
the “Clean Network Program” to suppress 
Chinese enterprises in the short term, this 
has objectively accelerated China’s independ-
ent innovation in areas such as 5G and city 
brain technologies. It is worth noting that 
both countries face common challenges in 
data governance and sustainability. Future 
competition will focus on technical standard 
setting, third-party market cooperation, and 
the construction of global governance rules. 

1  Size of the smart city industry in China from 2016 to 2023 with an estimate for 2024 (in trillion yuan) // 
Statista. Jun. 10. 2025. URL: https://www.statista.com/statistics/1276583/china-size-of-the-smart-city-
industry/ (accessed on 28.08.2025).

2 Market size of AI in the United States from 2021 to 2031 (in billion U.S. dollars) // Statista. Jun. 06. 
2025. URL: https://www.statista.com/forecasts/1451309/market-size-of-ai-us (accessed on 28.08.2025); 
Artificial intelligence (AI) market size in China from 2016 to 2023 with an estimate for 2024 (in billion 
yuan) // Statista. Jun. 06. 2025. URL: https://www.statista.com/statistics/1262377/china-ai-market-size/ 
(accessed on 28.08.2025).

https://www.statista.com/statistics/1276583/china-size-of-the-smart-city-industry/
https://www.statista.com/statistics/1276583/china-size-of-the-smart-city-industry/
https://www.statista.com/forecasts/1451309/market-size-of-ai-us
https://www.statista.com/statistics/1262377/china-ai-market-size/
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Building international cooperation and mul-
tilateral governance frameworks will be es-
sential to achieving inclusive and sustainable 
smart city goals.

This study provides the first systematic 
comparison of the differences in strategic po-
sitioning and global market competitiveness 
between China and the United States in the 
field of smart cities, highlighting the interac-
tive relationship among policy systems, mar-
ket mechanisms, and technological pathways. 
In practice, the study provides policymakers 
and enterprises with a clear analysis of the 
competitive landscape, pointing out China’s 
strengths in rapid implementation and scale 
expansion, and the United States’ dominance 
in original technology and high-end markets. 
This provides valuable reference for other 
countries in selecting smart city development 
models, suggesting that emerging markets 
can choose suitable cooperation paths based 

on their own institutional conditions. While 
also indicates that China and the United 
States need to strengthen coordination in 
data governance, technical standards, and 
sustainable development.

This study has certain limitations. For in-
stance, the cases are limited to Shenzhen and 
San Francisco, and future research should 
include more cities to enhance representa-
tiveness. The data sources primarily rely on 
public reports and policy documents, lacking 
first-hand research data. In addition, the  
impact of geopolitical factors on the com-
petition over technical standards still re-
quires further exploration. Future research 
should consistently focus on the strategic 
choices of third-party markets (such as the 
EU and ASEAN) in the US-China techno-
logical competition, as well as their role in 
shaping the global governance landscape of 
smart cities.
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