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Discussion questions 
 
Is the US locked in an escalating AI race with China? Who will "win" and what would it 
mean to win? 
 

●​ Kai-Fu Lee asserts that AI dominance is split between the US and China, forming a 
duopoly. Where does this leave Europe? Is Europe losing due to excessive regulation, 
which stifles monopolistic companies that can compete with these mega companies? 

●​ Just as the divide between rich and poor increases, and more wealth becomes 
concentrated in fewer companies, is the same happening across the world, with greater 
concentrations of wealth collecting in the US and China while the rest of the world 
languishes? 

●​ Lee describes a virtuous cycle where more data leads to better algorithms, which leads 
to more users, leading to more data, and so on. The big companies are so far ahead, 
there's no way for startups to really catch up. Are we entering an era where the only 
good jobs will exist at 10 mega companies across the world? 

●​ How long will tariffs protect local companies? It seems like the only reason US car 
companies still exist is because the import fees for China EVs are so high, but this 
strategy can't last long. Will the auto market be the first to fall to China, providing a signal 
of what’s to come? Soon not just all autos are Chinese, but other products too. Is this 
what it means to win? One country’s products and services saturate another’s? 

 
 Is this what it looks like for China to be winning? 
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●​ China’s biotech is faster and cheaper 
●​ The American car industry can’t go on like this 
●​ How China Went From Clean Energy Copycat to Global Innovator 
●​ There’s a Race to Power the Future. China Is Pulling Away. 
●​ AI experts return from China stunned: The U.S. grid is so weak, the race may already be 

over 
 
What are the main reasons why Lee thinks China will overtake the US in AI dominance? 
 

●​ China has an abundance of data, esp. from WeChat mobile payments for everything. 
Data is what drives advancements in AI. 

●​ China's gladiator entrepreneurs integrate heavily with their businesses, from the ground 
up in every aspect. In contrast, Silicon Valley prefers more of a light, hands-off model -- a 
single digital product that is implemented locally by other companies. 

●​ China is all about focusing on what turns a profit, whereas Silicon Valley is more mission 
driven. 

●​ China is full of implementers (builders, integrators), and we're in an age of 
implementation, not discovery. (Note that Lee is making this argument in 2018! Surely he 
underestimated the transformative discoveries still to come in the years since his book 
was published.) 

●​ China has a massive and growing talent pool of skilled AI engineers. 
●​ China benefits from a strong, top-down, and techno-utilitarian government that has made 

AI supremacy a national priority, mobilizing immense resources and crafting supportive 
industrial policies. 

 
In a recent Slack discussion, Dan posed a question about how the US-brokered deal 
allowing NVIDIA to sell chips to China again (reportedly for a 15% cut of profits) factors 
into Kai-Fu Lee's framework from AI Superpowers. NotebookLM offers this interpretation: 

●​ The deal highlights the distinction between the "Age of Discovery" and the "Age of 
Implementation" in AI. The US, by withholding its most advanced chips, aims to maintain 
its lead in the "Discovery" race, which involves pioneering new, sophisticated AI 
algorithms and foundational breakthroughs. 

●​ Conversely, by allowing some chip sales, the deal permits China to continue competing 
robustly in the "Implementation" race. This aligns with Lee's argument that China's 
strength lies in integrating existing AI technologies into numerous products and domains, 
rapidly scaling their application even without the absolute cutting-edge hardware. 

●​ Furthermore, the ongoing uncertainty created by tariffs and restrictions has inadvertently 
positioned the US as an unreliable supplier. This has, in turn, strongly incentivized China 
to accelerate its efforts to develop its own domestic chip manufacturing capabilities, 
driving it towards greater self-sufficiency in this critical technology. 

●​ In summary, from Lee's perspective, the US move is a nuanced strategic calculation. It 
attempts to slow China in one area (discovery) while implicitly ceding ground in another 
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(implementation), but it also carries the significant risk of making China a stronger, more 
independent AI superpower in the long term. It's not necessarily "handing over the tools 
to China to win," but it might be accelerating China's path to self-sufficiency, which is a 
significant factor in a long-term AI race. 

 
Why aren’t US-based TWs being outcompeted by scrappy Chinese tech writers who have 
the entrepreneurial, gladiator mentality Lee describes? AI would seem to help TWs 
overcome language barriers. 
 

●​ Offshoring used to be a significant concern in tech comm maybe 10-15 years ago, but 
the fears never materialized. Are things different now? I don’t understand why AI tools 
haven’t led to a resurgence of offshoring. 

●​ Will China dominate in services industries too, or are they mainly competitive with 
physical products (and soon, robotics)? 

 
Lee argues that humans won't be able to compete long term in areas of intelligence, 
logic, coding, etc. Humans only excel at emotional aspects like care, love, empathy, and 
connection. He sees our jobs evolving to this domain in which AI and tech can't compete 
due to its weakness. Do you believe that this is a job destiny for humans? What if we're 
not good at those soft emotional talents? 
 

●​ How can education systems and cultural norms adapt to prepare future generations for a 
job market where emotional intelligence and compassion are paramount? 

●​ Will tech writer roles exist in 10 years? 
 
AI Superpowers was published in 2018. How much of Lee’s thoughts and predictions are 
still on target? Was he right about China? It does seem like his book was prescient. 
China is frequently in the news as a top concern for the US. 
 

●​ Was he right about China's rise? Lee was largely prescient regarding China's rapid 
ascent in AI. The country has indeed become a formidable AI power, particularly in the 
"Age of Implementation" and "Perception AI," driven by its data advantage, 
entrepreneurial intensity, and government support. 

●​ The duopoly still holds: The idea of a US-China AI duopoly remains highly relevant. 
While other nations are investing in AI, none have yet emerged as a true third pole 
capable of challenging the scale and depth of AI development in these two countries. 

●​ Job displacement is a growing concern: Lee's warnings about massive job displacement 
and the need for a redefinition of human purpose are increasingly discussed as AI tools 
like large language models become more capable and widespread. 

●​ The "Sputnik Moment" paid off for China: The 2016-2017 AlphaGo matches are still 
widely cited as a pivotal moment that galvanized China's national AI strategy, proving 
Lee's analysis of its impact correct. 

●​ The "Age of Implementation" is here, but discovery continues: While the emphasis on 
implementation is valid, the pace of AI discovery (e.g., in generative AI, large language 



models) has continued at a rapid rate since 2018, perhaps exceeding what Lee fully 
anticipated at the time of writing. This suggests a continuous interplay between 
discovery and implementation rather than a strict shift. 

●​ His focus on human-centric AI and social solutions remains critical: Lee's philosophical 
pivot towards valuing love, compassion, and care work as humanity's unique strengths in 
an AI future is highly relevant as societies grapple with the societal implications of 
advanced AI. 

 
Lee argues that the AI race won't be a race for techno-economic world superiority, or one 
where the first to achieve AGI takes all. Instead he sees the greatest challenge as one of 
massive social displacement, unrest, and dystopian transformation due to AI. He predicts 
job losses of 40-50%, creating massive disruption and social pushback. How will China 
and the US handle a society in which half the people are unemployed? 
 

●​  Even if a government implements universal basic income (UBI), a $20k/year salary 
seems impossibly low. In fact, $50k in Seattle or $100k in San Francisco is considered 
poor. Won’t this lead to massive social revolt?  

●​ Already, Trump was elected by dissatisfied populations that felt left behind by 
globalization and technological change. According to Lee, AI-driven job displacement 
and inequality could escalate this sentiment, threatening widespread social revolt unless 
proactively addressed. So aren’t our current politics a preview of what’s to come? 

 
 



Book summary (Deep Research) 



An In-Depth Analysis of "AI 
Superpowers": Deconstructing the New 
World Order of China, Silicon Valley, and 
Artificial Intelligence 
Section 1: Executive Summary 
Dr. Kai-Fu Lee's AI Superpowers: China, Silicon Valley, and the New World Order presents a 
seminal analysis of the shifting global landscape of artificial intelligence. The book's central 
thesis posits that the era of uncontested American leadership in AI is over, giving way to a new 

bipolar world order defined by a duopoly between the United States and China.
1

 Lee, a veteran 
of the tech industries in both nations, argues that while the U.S. pioneered the foundational 
breakthroughs of the deep learning revolution, China is poised to dominate the current "Age of 

Implementation," where the application of existing AI technologies is paramount.
2 

This strategic shift is propelled by four key advantages that China possesses in abundance. 
First is its unparalleled access to vast quantities of high-quality data, which Lee famously dubs 

"the new oil," making China "the new Saudi Arabia".
4

 Second is the emergence of a generation 
of "gladiatorial" entrepreneurs, forged in the hyper-competitive furnace of China's domestic 
market, who prioritize speed, execution, and business model innovation over pure technological 

novelty.
7

 Third is the country's massive and growing talent pool of skilled AI engineers, whose 
sheer numbers are more critical in the implementation era than a small cadre of elite 

researchers.
5

 Finally, China benefits from a strong, top-down, and techno-utilitarian government 
that has made AI supremacy a national priority, mobilizing immense resources and crafting 

supportive industrial policies.
6 

Beyond this geopolitical analysis, the book identifies the "real AI crisis." Lee contends that the 
most immediate and profound threat from AI is not the science-fiction scenario of a dystopian 

singularity, but rather a historically unprecedented socioeconomic disruption.
7

 He forecasts 
massive job displacement across both white-collar and blue-collar sectors, leading to a 
"winner-take-all" economy that will generate gaping wealth inequality and could trigger 

widespread social and political instability.
6 



In the final act of the book, Lee pivots from analyst to advocate, drawing upon his personal 
battle with cancer to propose a new vision for human coexistence with AI. He argues that as 
machines handle routine cognitive and physical tasks, humanity must redefine its purpose 

around the one quality AI cannot replicate: love and compassion.
8

 He critiques purely economic 
solutions like Universal Basic Income (UBI) as insufficient for addressing the coming crisis of 

meaning.
8

 In its place, he proposes a new social contract centered on a "Social Investment 
Stipend"—a government salary for those who engage in care work, community service, and 
education. This system is designed to create a society that economically values and rewards 
the essential human activities of compassion and connection, ensuring that the immense wealth 

generated by AI is used to build a more humane future.
8

 The book is thus structured as a 
compelling narrative arc: it begins by establishing the geopolitical conflict, proceeds to detail the 
impending societal crisis, and culminates in a philosophical resolution that calls for a 
fundamental reorientation of human values. 

Section 2: The Dawn of a New Era: The AI Duopoly 
The foundational premise of AI Superpowers is the definitive end of an era. For decades, 
technological innovation, particularly in the digital realm, was a story of American supremacy. 
From the research labs of its elite universities to the garages of Silicon Valley, the United States 

set the pace and defined the paradigms of the information age.
2

 Dr. Kai-Fu Lee asserts that in 
the domain of artificial intelligence, this period of unchallenged dominance has concluded. While 
American tech giants like Google, Amazon, and Microsoft remain formidable forces, China has, 
with "astonishingly rapid pace," closed the gap and emerged as the only true national 

counterweight to the United States in this transformative technology.
1 

This development sets the stage for a new global power dynamic, one that Lee argues will be 

the defining geopolitical feature of the 21st century: a Sino-American duopoly in AI.
1

 The 
competition is not merely for market share in a new industry; it is a contest to shape the "new 

world order".
6

 The nation that leads in AI will not only reap trillions of dollars in economic 
benefits but will also wield immense influence over global standards, governance, and the very 

infrastructure of the future digital world.
15

 Lee's analysis frames this competition with an 
intensity reminiscent of past superpower rivalries, frequently drawing parallels to the Cold War 

and the Space Race to underscore the high stakes involved.
3

 This "arms race" framing serves 
as a powerful rhetorical device to convey the urgency and scale of the contest, though it has 
drawn criticism for promoting a "zero-sum" perspective that may oversimplify the complex, 

interconnected global technology ecosystem.
5

 The reality of shared supply chains, particularly 



in critical hardware like semiconductors, and the collaborative nature of academic research 

presents a more nuanced picture than a purely confrontational model might suggest.
4 

A critical consequence of this emerging duopoly is the creation of a profound and widening 
chasm between the two AI superpowers and the rest of the world. Lee warns that the 
"winner-take-all" economics inherent in AI development will lead to an unprecedented 

concentration of wealth and power within the United States and China.
9

 Other nations, including 
developed economies in Europe, risk being left behind as technological clients or colonies. For 
developing countries, which Lee terms "AI-poor," the situation is even more perilous. The rise of 
AI-driven automation threatens to eliminate the traditional path to economic development—the 
advantage of low-cost labor—potentially exacerbating global inequality on a scale never before 

seen.
6

 The new world order, as envisioned by Lee, is not multipolar but starkly bipolar, with a 
vast and growing gap separating the two giants from everyone else. 

Section 3: The Catalyst: China's "Sputnik Moment" 
Every major national mobilization is sparked by a catalyst—an event so potent that it galvanizes 
public consciousness and aligns political will toward a singular goal. For the United States in the 
space race, it was the 1957 launch of the Soviet satellite Sputnik. According to Kai-Fu Lee, 
China experienced its own "Sputnik Moment" for artificial intelligence in 2016 and 2017 through 

a series of matches centered on the ancient board game of Go.
3 

The event was the confrontation between Google DeepMind's AI program, AlphaGo, and the 
world's top Go players. Go is not merely a game in China; it is a revered cultural institution, 
considered one of the four essential arts of a scholar, with a history stretching back over 2,500 

years.
3

 Its complexity is staggering, with more possible positions on the board than atoms in the 
known universe, making it a grand challenge for artificial intelligence that was long thought to be 

a distant frontier.
15

 In March 2016, AlphaGo defeated South Korean champion Lee Sedol, a 

series of games watched by an audience of over 280 million in China alone.
19

 The shock 
deepened in May 2017 when an even more powerful version of the AI defeated Ke Jie, China's 

own 19-year-old prodigy and the world's number-one player.
20 

The psychological and political impact of these defeats cannot be overstated. Lee argues that 
for the Chinese public and its leadership, this was not just a technological marvel; it was a 

profound demonstration of Western technological prowess in a domain of deep cultural pride.
3

 

The visible emotional toll on the human players resonated across the nation.
19

 However, rather 
than inducing a sense of defeat, the event sparked a powerful national awakening. It was a 



clear and undeniable signal that AI had arrived and that leadership in this technology was a 

matter of national importance.
19 

This "Sputnik Moment" was not just a technological milestone; it functioned as a politically 
expedient narrative that created the public consensus necessary for the Chinese government to 
launch a massive, top-down industrial policy for AI. While an AI beating a human at a board 
game lacks the direct military implications of a satellite launch—whose rocket technology could 

also deliver nuclear warheads 
21

—the event was successfully framed as an equivalent 
existential challenge. This narrative provided the Chinese government with the popular mandate 
to mobilize epic resources. The response was immediate and decisive. Just two months after Ke 
Jie's defeat, the Chinese State Council issued its "Next Generation Artificial Intelligence 
Development Plan," an ambitious national strategy with the explicit goal of making China the 

world's primary AI innovation center by 2030.
4

 This declaration from the central government 
acted as a starting pistol, unleashing a torrent of venture capital, local government subsidies, 

and entrepreneurial energy into the AI sector, transforming it overnight into a national crusade.
6 

Section 4: The Age of Implementation: Redefining the 
Rules of AI Dominance 
A central pillar of Kai-Fu Lee's thesis is that the fundamental nature of AI development has 
undergone a critical transition, a paradigm shift that has altered the very ingredients required for 
global leadership. This shift, he argues, plays directly to China's strengths while diminishing the 
long-held advantages of the United States. The transition is twofold: from an "Age of Discovery" 

to an "Age of Implementation," and from an "Age of Expertise" to an "Age of Data".
3 

The Age of Discovery refers to the period of foundational research and breakthrough 
innovations in AI, particularly in deep learning. This era was dominated by a small number of 
elite researchers, primarily in the West, such as Geoffrey Hinton and his colleagues, whose 

work laid the theoretical groundwork for the current AI revolution.
3

 Lee contends that this era of 

seminal discovery is now largely complete.
3

 The core algorithms of deep learning are now 
well-understood and widely available, often through the open-source culture of computer 

science.
3 

Consequently, the world has entered the Age of Implementation. In this new era, the primary 
challenge is not inventing novel AI architectures but applying these powerful, existing tools to 

real-world problems to create economic value and solve practical challenges.
2

 This shift implies 
a commoditization of the core AI technology itself. The "secret sauce" is no longer the algorithm 



but the execution of its application. Lee powerfully illustrates this with the analogy of electricity: 
after Thomas Edison's discovery, the true economic revolution was not driven by a few 
physicists discovering new laws, but by thousands of engineers and entrepreneurs 

implementing electricity in countless applications, from lightbulbs to factory motors.
6

 In the 
same way, AI leadership now depends less on the "Edisons" of research and more on the vast 
armies of engineers who can wire up the world with AI. 

This transition directly leads to the second shift: from expertise to data. In the Age of 
Implementation, the performance of a deep learning algorithm is determined less by the 

brilliance of its initial design and more by the volume and quality of the data it is trained on.
5

 
Lee argues that once engineering talent and computing power reach a certain threshold—a 
level both the US and China have achieved—the quantity of data becomes the single most 

decisive factor.
9

 An algorithm built by a team of solid, mid-level engineers with access to a 
massive dataset will almost always outperform an algorithm built by world-class experts with a 

smaller dataset.
6 

This new reality redefines the requirements for an AI superpower. Lee identifies four key inputs 
for success in the implementation era: 

1.​ Abundant Data: The raw fuel for AI algorithms. 
2.​ Tenacious Entrepreneurs: Individuals with the drive to apply AI relentlessly in 

competitive markets. 
3.​ A Large Pool of AI Engineers: A workforce capable of tweaking, adapting, and 

deploying existing algorithms at scale. 
4.​ A Supportive Policy Environment: Government backing that encourages adoption and 

provides resources. 

Lee's overarching argument is that while the US excelled in the Age of Discovery and Expertise, 

China is uniquely positioned to dominate the Age of Implementation and Data.
8

 This reframes 
the entire competition, shifting the focus from a race for genius to a race for scale, data, and 
execution. 

Section 5: A Tale of Two Ecosystems: Silicon Valley vs. 
The Chinese Coliseum 
To understand why China is poised to excel in the Age of Implementation, Kai-Fu Lee provides 
a deeply insightful comparative analysis of the tech ecosystems of Silicon Valley and China. He 
argues that they grew from vastly different cultural, economic, and political soil, producing 

distinct types of companies and entrepreneurs.
6 



Innovation Culture 
Silicon Valley's innovation culture is portrayed as fundamentally mission-driven and 

techno-optimistic.
6

 It is an environment of relative abundance that encourages lofty thinking 
and the pursuit of elegant, often abstract, technical solutions to change the world—to "put a dent 

in the universe".
6

 Originality is prized, and the act of copying ideas or product features is heavily 

stigmatized.
6

 While this culture has produced generations of world-changing companies, Lee 
suggests its lofty mission statements can sometimes become a handicap, inhibiting the practical 

adaptability and speed required in fast-moving markets.
6 

In stark contrast, China's tech ecosystem is described as intensely pragmatic and 

market-driven, with a singular focus on achieving profitability.
6

 This culture is shaped by a 
historical "scarcity mentality" and a societal acceptance of copying as a legitimate starting point 

for business.
9

 This does not mean Chinese companies lack innovation. Instead, it forces a 
different kind of innovation. When a core idea is quickly copied by hundreds of competitors, 
companies cannot rely on technological novelty alone. They are forced to innovate relentlessly 
in business models, operational efficiency, and customer service integration to build a 

competitive "moat".
6

 This forces a re-evaluation of the Western-centric definition of innovation; 
while Silicon Valley prizes 

technological originality, China's ecosystem excels at application and business model 
innovation, which is arguably more potent in the implementation era. 

Entrepreneurial Ethos 
These differing cultures produce different kinds of entrepreneurs. Lee characterizes Silicon 
Valley founders as often being like "armchair generals," preferring to solve problems with clean 

lines of code and avoiding the messy complexities of the physical world.
27 

Chinese entrepreneurs, on the other hand, are forged into "gladiators" in a brutal 

"coliseum".
7

 The domestic market is a hyper-competitive, cutthroat environment where 
anything goes. Lee vividly describes the "war of a thousand Groupons," where over 5,000 
copycat companies battled for supremacy, employing tactics like extreme price wars, smear 

campaigns, and even reporting rival CEOs to the police.
9

 Only the most tenacious, nimble, and 

battle-hardened entrepreneurs survive this crucible.
23

 They demonstrate a fanatical work ethic 
and a willingness to get their hands dirty, building complex logistical and service operations that 



merge the digital and physical worlds—an approach their Silicon Valley counterparts often shy 

away from.
27 

The Data Advantage 
China's most significant structural advantage is data. This advantage is not just in quantity but, 

crucially, in quality.
6 

●​ Quantity: With an internet user base larger than that of the United States and Europe 

combined, the sheer volume of data generated in China is unparalleled.
6 

●​ Quality: More importantly, China's digital ecosystem is far more deeply embedded in the 
physical world. The ubiquity of mobile payments, with transaction volumes outnumbering 
the U.S. by a 50-to-1 ratio, means that platforms like WeChat Pay and Alipay capture a 

comprehensive record of real-world activities.
29

 This includes everything from buying 
street food to hailing a ride to paying utility bills. This integration of Online-to-Offline 
(O2O) services creates a rich, textured dataset that maps not just online clicks and 
searches (the primary data source for many U.S. companies) but a person's complete 

journey through the physical world.
2

 This higher-quality, real-world data is immensely 
more valuable for training AI in a wide range of applications, from finance to autonomous 
vehicles. 

The Role of the State 
Finally, the role of government presents a stark contrast. The United States government largely 
maintains a hands-off, laissez-faire approach to the tech industry, championing private 

enterprise and, in some cases, cutting federal funding for basic research.
6 

The Chinese government, conversely, takes a techno-utilitarian and proactive stance. It views 
AI supremacy as a national strategic imperative and is not hesitant to use the full power of the 
state to achieve it. This includes crafting bold national strategies, providing massive subsidies 
and funding for AI companies and research hubs, and leveraging state power to clear regulatory 

hurdles and encourage rapid, widespread adoption of new technologies.
5

 This top-down 
support creates a powerful tailwind for China's AI ambitions. 

Section 6: Mapping the Revolution: The Four Waves of AI 
To provide a structured understanding of how AI will progressively permeate the global 
economy, Kai-Fu Lee introduces a powerful conceptual framework: the four waves of AI. These 
waves are not strictly sequential but are unfolding simultaneously with different starting points 



and velocities, each building on the last and presenting unique opportunities and competitive 

dynamics for the US and China.
11 

Wave 1: Internet AI 
This is the first and most mature wave, which leverages the massive troves of data generated 

by internet users to optimize and personalize online experiences.
32

 Every time a user clicks, 
likes, buys, or lingers on a piece of content, they are labeling data that trains AI algorithms. The 
most common applications are the recommendation engines that power platforms like YouTube, 

Amazon, and the Chinese news aggregator Toutiao.
19

 Lee assesses the US and China as 
being roughly head-to-head in this domain currently. However, he predicts China will soon pull 

ahead to a 60-40 advantage, driven by its larger user base and richer data ecosystem.
30 

Wave 2: Business AI 
The second wave involves applying AI to the vast, structured datasets that corporations and 

institutions have accumulated over decades.
32

 This includes using AI to optimize decisions in 
finance (approving microloans), healthcare (analyzing medical records and scans), and law 

(predicting recidivism).
30

 Business AI excels at finding subtle, weakly correlated patterns in 

data that escape human experts.
32

 Due to the strength of its established enterprise software 
sector and its history of corporate data utilization, the United States currently holds a 

commanding lead in this wave, which Lee estimates at 90-10 or 70-30.
30

 He predicts China will 

make up ground but that the US will maintain a strong lead in the near future.
30 

Wave 3: Perception AI 
This wave marks the moment when AI begins to digitize the physical world by giving machines 

"eyes and ears" through a proliferation of sensors, cameras, and microphones.
32

 Perception AI 
blurs the line between the online and offline worlds, creating what Lee calls an 

Online-Merge-Offline (OMO) reality.
19

 Applications include smart speakers like Alexa, facial 

recognition payment systems (pioneered at KFC in China), and smart city infrastructure.
19

 Lee 
argues China has a decisive advantage here, with a current 60-40 lead projected to grow to 

80-20.
30

 This lead is built on China's dominance in hardware manufacturing, its government's 



push for smart city initiatives, and a more pragmatic public attitude toward privacy that allows for 

faster and more widespread deployment of sensor-based technologies.
19 

Wave 4: Autonomous AI 
The fourth and most monumental wave is Autonomous AI, where machines integrate all 

previous capabilities to sense, interpret, and act independently in the physical world.
30

 This is 
the realm of Level 5 self-driving cars, autonomous drones for agriculture and emergency 

response, and fully automated factories and warehouses.
30

 This wave represents the 
culmination of the AI revolution. Currently, the United States holds a dominant 90-10 lead, 
thanks to its superiority in elite research, complex systems engineering, and pioneering 

companies in the autonomous vehicle space.
19

 However, Lee predicts that China's intense 
government focus and strategic data advantage will allow it to close this gap rapidly, leading to a 

50-50 split within five years.
30 

The waves are not independent; they are deeply interconnected. China's growing dominance in 
Perception AI (Wave 3) is a critical strategic asset for catching up in Autonomous AI (Wave 4). 
The vast real-world sensor data collected from its smart cities, OMO retail environments, and 
ubiquitous facial recognition systems provides the perfect training ground for autonomous 
systems. While the US may lead in the theoretical research for autonomy, China is building a 
superior real-world data collection infrastructure that could ultimately prove more decisive in the 
race to deploy these technologies at scale. 

Table 1: The Four Waves of AI - A Competitive Scorecard 

Wave 

Internet AI 

Business AI 

Perception AI 



Autonomous AI 

Section 7: The Real AI Crisis: Widespread Job 
Displacement and Gaping Inequality 
While the geopolitical contest for AI supremacy forms the dramatic backdrop of the book, Kai-Fu 
Lee argues that the most urgent and consequential challenge posed by AI is not geopolitical but 
socioeconomic. He dismisses fears of a malevolent superintelligence as a distant and 

speculative concern.
8

 The real, near-term crisis, he contends, is the profound disruption AI will 
unleash upon labor markets and social structures, leading to widespread job displacement and 

unprecedented levels of inequality.
7 

The Scale and Nature of Disruption 
Lee offers a stark prediction: within fifteen years, AI will be technically capable of automating 

tasks that comprise 40 to 50 percent of all jobs in the United States.
1

 He stresses that this 
technological disruption is historically unique for three reasons: its speed, its scale, and its 

simultaneous impact on both blue-collar and white-collar professions.
11

 Unlike the Industrial 
Revolution, which unfolded over generations and primarily displaced manual labor, the AI 
revolution will compress its transformative impact into a single generation and will affect 

cognitive labor just as profoundly.
2 

To assess which jobs are most vulnerable, Lee provides a useful two-by-two matrix. He 

categorizes jobs along two axes: routine vs. creative/strategic, and asocial vs. social.
5 

●​ High-Risk Jobs are those that are routine and asocial. These are tasks that are 
optimization-based and do not require complex social interaction. Examples include 
telemarketers, customer service representatives, truck drivers, assembly line inspectors, 
and even highly trained roles like radiologists, whose work involves pattern recognition 

on structured data.
5 

●​ Low-Risk Jobs are those that require creativity, complex strategic thinking, and deep 
social and emotional intelligence. Examples include CEOs, public relations directors, 
social workers, and psychiatrists. Physical jobs that require high dexterity in unstructured 
environments, such as elder caregivers, hairstylists, and physical therapists, are also 

considered relatively safe for the time being.
5 



This displacement will occur through two primary mechanisms. The first is "one-to-one 
replacement," where a machine directly substitutes for a human worker, such as an 

autonomous vehicle replacing a taxi driver.
7

 The second, and potentially more disruptive, 
mechanism is 

"ground-up disruption." This occurs when an entirely new, AI-native business model emerges 
that makes an entire profession obsolete. For example, an AI-powered mobile app that can 
instantly approve microloans based on phone data doesn't just replace one loan officer; it 

disrupts the entire industry of loan officers.
7 

Economic and Social Consequences 
The economic fallout from this disruption will be severe. Lee envisions a "winner-take-all" 
economy where the immense wealth generated by AI is concentrated in the hands of the few 
companies in the US and China that own the dominant AI platforms, and the venture capitalists 

and technologists behind them.
9

 This will lead to a dramatic widening of income and wealth 
inequality, the erosion of the middle class, and the potential for massive social unrest and 

political collapse.
9 

This inequality will also manifest on a global scale. The traditional economic ladder for 
developing countries—leveraging cheap labor to build a manufacturing base—will be pulled 
away. As factories become fully automated with robotics, the cost of labor becomes irrelevant, 
and manufacturing will likely relocate closer to end consumers in major markets to reduce 

shipping costs and time.
8

 This threatens to lock "AI-poor" nations out of prosperity, widening the 

gap between the global haves and have-nots with no clear path to bridge it.
11 

Beyond the economic turmoil, Lee identifies a deeper, more insidious challenge: a 
psychological crisis of purpose. For centuries, human culture, identity, and self-worth have 

been inextricably linked to the act of working.
6

 The prospect of a future where a large portion of 
the population is no longer economically necessary threatens to sever this fundamental bond, 
leaving millions adrift without a sense of meaning or contribution. It is this existential threat, 
more than the economic one, that informs Lee's proposed solutions. He recognizes that simply 
providing for material needs through policies like UBI will not solve the profound human need for 

purpose and dignity.
6

 The problem is not just about redistributing wealth; it is about redefining 
human value in a world where our productive capacity is no longer our primary contribution. 

Section 8: A Blueprint for Humanity: A New Social 
Contract 



In the final section of AI Superpowers, the narrative undergoes a profound transformation. 
Kai-Fu Lee shifts from a detached analyst of technology and geopolitics to a passionate 
advocate for a new, human-centric vision for the future. This pivot is anchored in his deeply 
personal account of his battle with Stage IV lymphoma, an experience he calls "the wisdom of 

cancer".
5

 Confronting his own mortality forced him to re-evaluate his life, which had been 
single-mindedly devoted to work and achievement. He came to the realization that he had 
neglected the most important aspects of life: his relationships with his family and the simple acts 

of love and connection that give life meaning.
5 

Humanity's Unique Edge: The Power of Love 
This personal epiphany becomes the philosophical foundation for his proposed solution to the AI 
crisis. Lee concludes that for all of AI's analytical power, the one thing it cannot do—and may 
never be able to do—is love. AI can simulate empathy, but it cannot feel compassion. It can 

optimize for outcomes, but it cannot form genuine human bonds.
13

 This uniquely human 
capacity for love, compassion, and connection, he argues, must become the cornerstone of our 

future society.
8

 The ultimate goal should not be to compete with AI in the realm of intelligence 

but to forge a new symbiosis between AI's ability to think and humanity's unique ability to love.
1 

A Critique of Universal Basic Income (UBI) 
With this humanistic framework in place, Lee offers a sharp critique of Universal Basic Income, 
a solution frequently proposed for technological unemployment. He views UBI as a cold, 
technocratic fix that addresses the symptoms (lack of income) but not the underlying disease 

(lack of purpose).
8

 He fears that a simple government handout would devalue human 
contribution, creating a large, passive class of citizens sedated by minimal payments while a 

small AI elite controls all the wealth and power.
6

 UBI solves the problem of survival, but it fails 
to answer the question of what a person is to 

do with their life. 

The "Social Investment Stipend" 
In its place, Lee proposes a more ambitious and values-driven alternative: a "Social 

Investment Stipend".
8

 This would be a government-funded salary—not a universal 
handout—paid to people who choose to invest their time and energy in socially beneficial 
activities that require uniquely human skills. This stipend is designed to create a new social 
contract, one that fundamentally shifts societal values away from rewarding only economic 

productivity and toward rewarding acts of compassion, service, and creativity.
14 



Lee's proposal is a clever attempt to use a market-like mechanism (a salary) to assign concrete 
economic value to activities that our current market system largely ignores because they do not 
directly contribute to GDP. Caregiving, community building, and personal enrichment are 
essential for a healthy society, but they are often unpaid or low-paid. By proposing a 
state-sponsored stipend, Lee is suggesting the creation of a new, government-backed market 
for social good, using financial incentives to "nudge" the culture in a more compassionate 

direction.
14 

The stipend would be organized around three main pillars 
14

: 

1.​ Care Work: This includes a wide range of activities from caring for one's own children or 
aging parents to volunteering to help the sick or disabled in the community. 

2.​ Community Service: This could encompass everything from environmental cleanup 
projects and mentoring youth to preserving local history and culture. 

3.​ Education: This pillar would support lifelong learning, not just for retraining into new 
AI-age jobs, but for personal cultivation and turning passions into meaningful pursuits. 

By rewarding these activities with a respectable income, the Social Investment Stipend aims to 
do what UBI cannot: preserve human dignity and provide a new source of purpose and social 

validation in a world where traditional work is scarce.
14

 It is a blueprint for using the material 
abundance generated by AI to build a more caring, connected, and ultimately more human 
society. 

Section 9: Conclusion: Navigating the New World Order 
AI Superpowers is far more than a simple comparison of technological capabilities; it is a 
multi-layered narrative that deconstructs the present and future of artificial intelligence on 
geopolitical, socioeconomic, and philosophical levels. The book's analysis begins with the stark 
reality of a new global duopoly. The era of implementation has arrived, and with it, China's 
ascent as a genuine AI superpower, armed with a formidable arsenal of data, tenacious 
entrepreneurs, a vast engineering workforce, and unwavering state support. This new bipolar 
order promises an era of intense competition that will reshape the global economy and 
international relations. 

However, the book's core warning is that this geopolitical struggle, while dramatic, masks a 
deeper and more universal crisis. The AI revolution presents two intertwined challenges: the 
external conflict for dominance between the US and China, and the internal, societal crisis of 
widespread job displacement, gaping inequality, and a potential collapse of human purpose. 
Lee's stark predictions of 40-50% job automation are not meant simply as an economic forecast 
but as a call to recognize the profound psychological and social turmoil that will accompany the 
erosion of work as the central organizing principle of human life. 



Yet, the book's ultimate message is not one of technological determinism or despair. Instead, it 
is a powerful affirmation of human agency. Lee's personal journey through a life-threatening 
illness serves as a microcosm for the choice facing humanity as a whole: to continue down a 
path of relentless optimization and competition, or to pivot and rediscover the core values of 
love, compassion, and connection. He emphatically concludes that the future is not something 
that will be dictated to us by algorithms. As he states, "Our AI future will be created by us, and it 

will reflect the choices we make".
15 

Ultimately, AI Superpowers serves as a crucial bridge between worlds. Penned by an author 
with deep, lived experience in both Silicon Valley and China's Zhongguancun, the book 

functions as a work of translation.
6

 It translates the logic of China's "gladiator" entrepreneurs for 
a Western audience accustomed to mission-driven startups. It translates the abstract threat of 
AI into concrete, near-term societal challenges for policymakers who may be complacent. The 
geopolitical rivalry that opens the book is the hook that draws the reader into a much deeper 
and more important conversation about the future of humanity itself. The final question Lee 
leaves us with is not which nation will "win" the AI race, but whether humanity as a whole has 
the wisdom to navigate this profound technological transition and use the immense power of AI 
to build a better, more compassionate world. 
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