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Paper Tigers, Hidden Dragons. Douglas Fuller. 

Pity the Chinese Communist Party: most Chinese expect it to take their country back to its rightful place as an 

advanced economy. But ﾏ;ｷﾐﾉ;ﾐS Cｴｷﾐ;げs ascent is slowing.  The Middle Income Trap is beckoning, where a 

Iﾗ┌ﾐデヴ┞げゲ ﾉ;Hﾗ┌ヴ HWIﾗﾏWゲ デﾗﾗ W┝ヮWﾐゲｷ┗W デﾗ be competitive before it has become competitive as a knowledge 

economy. Its East Asian neighbours escaped the Trap, but they did so with a labour force which advanced 

quickly and evenly. Mainland China is vastly more unequal than Japan, Taiwan or Korea were or are, and so it 

has a bottom half-billion (or so) whose education and training has lagged behind the rest.  Their workplaces 

are resourced accordingly - in the countryside, and in the cities where they reside as migrant workers - and 

their low productivity is a drag on the economy.    

Dﾗ┌ｪﾉ;ゲ F┌ﾉﾉWヴげゲ W┝IWﾉﾉWﾐデ Hﾗﾗﾆ ｷゲ ﾐﾗデ IﾗﾐIWヴﾐWS ┘ｷデｴ デｴｷゲ ﾏ;ﾉa┌ﾐIデｷﾗﾐｷﾐｪ ヮ;ヴデ ﾗa デｴW CｴｷﾐWゲW WIﾗﾐﾗﾏ┞が H┌デ 
with another part whose underperformance is more surprising - high technologyく  Cｴｷﾐ;げゲ ﾉW;SWヴゲ Iﾉearly care 

about high techく TｴW デﾗヮ ┌ﾐｷ┗WヴゲｷデｷWゲげ ゲIｷWﾐIW ;ﾐS WﾐｪｷﾐWWヴｷﾐｪ SWヮ;ヴデﾏWﾐデゲが ;ﾐS ﾉW;Sｷﾐｪ ヴWゲW;ヴIｴ ｷﾐゲデｷデ┌デWゲが 
;ヴW ﾉ;┗ｷゲｴWS ┘ｷデｴ a┌ﾐSゲ ゲﾗ デｴ;デ Cｴｷﾐ;げゲ ｴｷｪｴ デWIｴ aｷrms can employ their graduates and draw on their research.  

Those firms are funded with generous venture capital and cheap loans, force-fed with subsidies, cosseted with 

preferential public purchasing - as Fuller shows. And yet, as he shows too with sometimes vivid detail, most of 

them fail. He argues persuasively that their failure arises at bottom from government failure: the officials in 

charge of the funding and subsidising and public purchasing do not have the industrial expertise to know what 

they are doing. Those lower down often know just what they are doing: they are gaming the system. And 

whom they are helping: often their friends and relations. 

For anyone with a dark sense of humour, the story is amusing: take patents. The government has come to the 

unimpeachable conclusion that successful economies take out rather a lot of patents. Further, successful high-

デWIｴ aｷヴﾏゲ ｷﾐ ゲ┌Iｴ WIﾗﾐﾗﾏｷWゲ ヮ;デWﾐデ ;ゲ ; ﾆW┞ ヮ;ヴデ ﾗa デｴWｷヴ ゲデヴ;デWｪ┞く Sﾗが けデｴW N;デｷﾗﾐ;ﾉ P;デWﾐデ DW┗WﾉﾗヮﾏWﾐデ 
Strategy 2011-20 called for an increase from 1.2 million patents filed in 2010 to 2 million by 2015げ ふヮくヱヰヵぶく WW 
must all be thrilled to hear that this demanding goal was reached in 2012. But such Stakhanovite achievements 

ｴ;┗W デﾗ HW ┘ﾗヴﾆWS aﾗヴく けくくヱヵヰ ﾉﾗI;ﾉ ヮ;デWﾐデ デ;ヴｪWデゲ ┘WヴW ゲWデ H┞ ﾏ┌ﾐｷIｷヮ;ﾉ ;ﾐS ヮヴﾗ┗ｷﾐIｷ;ﾉ ｪﾗ┗WヴﾐﾏWﾐデゲが ;ﾐS 
patent applications are one of the criteria by ┘ｴｷIｴ デｴW IWﾐデヴ;ﾉ ｪﾗ┗WヴﾐﾏWﾐデ ﾃ┌SｪWゲ ｷデゲ SOE ﾏ;ﾐ;ｪWヴゲぐデｴW ゲデ;デW 
has provided SMEs with over 10billion RMB ゲｷﾐIW ヱΓΓΓ Hﾗデｴ ;ゲ ヴW┘;ヴSゲ aﾗヴ ;ﾐS ｷﾐIWﾐデｷ┗Wゲ デﾗ ヮ;デWﾐデげく  With so 

many people trying so hard to oblige the central government with patents, it is not surprising that those who 

grant them - the State Intellectual Property Office, SIPO - are understanding of their needs.  In 2011, even the 

ｴW;S ﾗa ヴWゲW;ヴIｴ ;デ SIPO ;SﾏｷデデWS デｴ;デ ヮ;デWﾐデ ケ┌;ﾉｷデ┞ ヴWﾏ;ｷﾐWS ; IﾗﾐIWヴﾐく AﾐS け;ﾐﾗデｴWヴ ヴWヮﾗヴデ ﾉWS H┞ ; 
scholar related to SIPO found the quality of Chinese invention patents [the highest type] below those of 

developed countヴｷWゲげ.  Fuller is, rightly, harsher. 

S┌ヴWﾉ┞ デｴW ゲWﾐｷﾗヴ ﾗaaｷIｷ;ﾉゲ ｷﾐ Iｴ;ヴｪW ﾗa デｴｷゲ ｪ;ﾏWS ゲ┞ゲデWﾏ ┌ﾐSWヴゲデ;ﾐS ヴﾗ┌ｪｴﾉ┞ ┘ｴ;デ ｷゲ ｪﾗｷﾐｪ ﾗﾐい Wｴ┞ Sﾗﾐげデ デｴW┞ 
Sﾗ ゲﾗﾏWデｴｷﾐｪ ;Hﾗ┌デ ｷデい  F┌ﾉﾉWヴげゲ W┝ヮﾉ;ﾐ;デｷﾗﾐ ｷゲ ;ゲ ┌ゲ┌;ﾉ W┝ｴ;┌ゲデｷ┗Wﾉ┞ ヴWゲW;ヴIｴWS ;ﾐS デｴﾗヴﾗ┌ｪｴﾉ┞ ヮWヴゲ┌;ゲｷ┗e. 

TｴW┞ デヴ┞が H┌デ デｴW┞ ;ヴW I;┌ｪｴデ ｷﾐ デｴWｷヴ ﾗ┘ﾐ ﾐWデく T;ﾆW ┣ｴ;ﾗゲｴ;ﾐｪ ┞ｷﾐ┣ｷ ふ;デデヴ;Iデｷﾐｪ ｷﾐ┗WゲデﾏWﾐデぶ ┘ｴｷIｴ けヴWﾏ;ｷﾐゲ ; 
ヮヴｷﾗヴｷデ┞ デ;ゲﾆ aﾗヴ ﾉﾗI;ﾉ I;SヴWゲ ┘ｴﾗ ゲデｷﾉﾉ aWWﾉ ┌ﾐSWヴ ｪヴW;デ ヮヴWゲゲ┌ヴW デﾗ ゲWI┌ヴW ｷﾐS┌ゲデヴｷ;ﾉ ｷﾐ┗WゲデﾏWﾐデゲげく  Fuller shows 

the disastrous consequences of this Iヴ┌SW けWIﾗﾐﾗﾏｷI ﾏWデヴｷIげ - it leads to bidding wars to attract multinationals, 

without any of the efforts at embedding in local supply chains or technology transfer which their counterparts 

in Taiwan and Singapore have long undertaken.  Repeatedly Premier Li Keqｷ;ﾐｪ ｴ;ゲ けヴWｷデWヴ;デWS デｴW ｷﾐデWﾐデｷﾗﾐ デﾗ 
ﾏﾗ┗W ;┘;┞ aヴﾗﾏ ｴ;ヴS WIﾗﾐﾗﾏｷI デ;ヴｪWデゲ aﾗヴ I;SヴW W┗;ﾉ┌;デｷﾗﾐげ ふヮくヴΑぶき but repeatedly - when faced by economic 

slowdown or the threat of it - ｴW ｴ;ゲ けヴW-Wﾏヮｴ;ゲｷゲWS ｴ;ヴS WIﾗﾐﾗﾏｷI デ;ヴｪWデゲ aﾗヴ ﾉﾗI;ﾉ ﾗaaｷIｷ;ﾉゲげく けUﾐ┘ｷﾐSｷﾐｪ 
Cｴｷﾐ;げゲ ｷﾐ┗WゲデﾏWﾐデ-centric model is necessary and yet such reforms will lower growth in the short term to 

levels that are politically painful to a regime predicating its legitimacy in large part on delivering the economic 

goods.げ ふヮくヵヴぶく  

In his long and thorough research on the integrated circuits sector(s), Fuller has discovered a gleam of light in 

Cｴｷﾐ;げゲ ｴｷｪｴ-tech darkness.  Not multinationals, which do not commit to China; not domestic firms, which are 

either stifled (as above) by state favo┌ヴが ﾗヴ ゲデ;ヴ┗WS ﾗa a┌ﾐSゲ H┞ デｴW ﾉ;Iﾆ ﾗa ｷデく けH┞HヴｷSゲげ ;ヴW CｴｷﾐWゲW ｷﾐ デｴWｷヴ 
IﾗﾏﾏｷデﾏWﾐデが ｷﾐ ｴ;┗ｷﾐｪ デｴWｷヴ けﾗヮWヴ;デｷﾐｪ ゲ┞ゲデWﾏげ ｷﾐ ﾏ;ｷﾐﾉ;ﾐS Cｴｷﾐ;が H┌デ they draw much of their capital and 

thus of their governance from outside it, and this plays a crucial role in preventing the encroaching state taking 



control - ┘ｴｷIｴ ┘ﾗ┌ﾉS ｷﾐ デｴW ﾉﾗﾐｪ ヴ┌ﾐ HW a;デ;ﾉく  TｴW けﾐﾗﾐ-ﾏ;ｷﾐﾉ;ﾐSげ WﾉWﾏWﾐデ デWﾐSゲ デﾗ HW ﾏ;ｷﾐﾉ┞ WデｴﾐｷI CｴｷﾐWゲW 
from Taiwan, Hong Kong or Singapore - better than mere foreigners at operating in China.  

Fuller makes a stヴﾗﾐｪ I;ゲW aﾗヴ デｴWゲW けｴ┞HヴｷSゲげ ふデｴW HｷSSWﾐ Dヴ;ｪﾗﾐゲ ﾗa ｴｷゲ デｷデﾉWぶ ;ゲ HWデデWヴ ﾏ;ﾐ;ｪWS デｴ;ﾐ ゲデ;デW-

controlled domestic enterprises (the Paper Tigers) and contributing to the build-up of competences in 

integrated circuits in mainland China. But can we really look to the Hidden Dragons to make up for the failure 

of mainland firms in high technology generally?  Dﾗ デｴW┞ ヴW;ﾉﾉ┞ ふデﾗ ケ┌ﾗデW デｴW Hﾉ┌ヴHぶ けヮヴﾗﾏｷゲW ;ﾐ ;ﾉデWヴﾐ;デｷ┗W 
┘;┞ デﾗ ;┗ﾗｷS デｴW ﾏｷSSﾉW ｷﾐIﾗﾏW デヴ;ヮげい   TｴWヴW ;ヴW デwo reservations to enter. One he makes plainly himself:  

HWI;┌ゲW ﾗa デｴWｷヴ ﾉｷﾏｷデWS aｷﾐ;ﾐIｷ;ﾉ ヴWゲﾗ┌ヴIWゲ デｴW┞ I;ﾐ ﾗﾐﾉ┞ ゲ┌IIWWS ｷﾐ ゲWIデﾗヴゲ ┘ｴｷIｴ ;ヴW けﾏﾗS┌ﾉ;ヴｷゲ;HﾉWげが デｴ;デ ｷゲ 
where new entrants can depend on other firms for most components and competences, and with けfast clock 

speedげ, that is where there is rapid turnover of competences and IP so that being new is on balance an 

advantage. The other reservation emerges from his discussion: it is not enough for a Hidden Dragon to be on 

the side of all the angels technologically.  It has デﾗ ﾏ;ﾆW ゲWヴｷﾗ┌ゲ ﾏﾗﾐW┞く Ia ｷデ SﾗWゲﾐげデ ｷデ ┘ｷﾉﾉ ｪﾗ ┌ﾐSWヴ ﾗヴ HW デ;ﾆWﾐ 
over by the state.  That is, alas, what appears to have happened to most of his hidden dragons in integrated 

circuits.  Now as he points out, there are splendid hidden dragons in the internet sector - Alibaba, Tencent - 

;ﾐS デｴW┞ ;ヴW デｴヴｷ┗ｷﾐｪく Sﾗ ┘ｴ;デ ｴ;┗W デｴﾗゲW HDゲ ｪﾗデ デｴ;デ デｴW IC HDゲ ｴ;┗Wﾐげデ ｪﾗデい Protection from foreign 

competition. But that is a policy instrument that China has in general forsworn. 

This book is nonetheless required reading aﾗヴ ;ﾐ┞ﾗﾐW ┘ｴﾗ ゲWヴｷﾗ┌ゲﾉ┞ ┘ｷゲｴWゲ デﾗ ┌ﾐSWヴゲデ;ﾐS Cｴｷﾐ;げゲ SｷaaｷI┌ﾉデｷWゲが 
and successes, in high tech. It is well written and most thoroughly and perceptively researched. F┌ﾉﾉWヴげゲ HｷSSWﾐ 
Dragons are not only promising for China, they show how in an ever-more-connected world, developing 

economies can draw creatively on foreign institutions.  

Andrew Tylecote 

University of Sheffield. 

 

 

 


