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An employee inspects the newly-made
optical cables at a factory in Wuhan
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Not too heavy

T

he pre-Han Jingchu civilisation (1042-202 BC),
which dated back to the Zhou Dynasty, covered
a vast expanse of land, stretching all the way to
today’s Henan, Anhui, Jiangxi, and Hunan
provinces. But it owed its origin to the Han River, which
explains why Hubei unabashedly lays claims to it and
makes “Jingchu” its moniker.
One achievement of the eight-century long Jingchu
period was the manufacture of objects in bronze, which,
in the early days, were almost always intended for rituals.
Food, drink, flowers or incense were placed in these
elaborate vessels as offerings to the venerated dead. The
alloy was later used for sophisticated weaponry during the
Warring States Period. The Sword of Goujian, for instance,
has held a fascination for generations because of its
unusual sharpness and resistance to being tarnished.
Nobody knows how the treasure, which originally
belonged to the hardy King of Yue, made its way to Hubei,
where it was unearthed in 1965 (see page 49). But many
believe the Jingchu mastered the skills of casting swords
from bronze after annexing Yue.
The tradition of metallurgy in Hubei foreshadows the
58

industrial might of its future capital, Wuhan, which had
mostly depended economically on aquaculture and cotton
production till the Self-strengthening Movement in the
late Qing. The campaign, which aimed to supercharge
China’s technology, military and economy, led to a number
of heavy industry investments in Hangyang, including
China’s first steelmaker and most advanced gun producer.
Since then heavy industry and manufacturing have held
sway over Wuhan’s economy. In absolute terms it
accounted for 35% of the city’s gross domestic product in
2017, growing nearly 202 times since China’s opening up
and reform period began in 1978.
The bulk of the value, however, no longer comes from
the iron and steel sectors, given the central government’s
push for ‘supply side reforms’ over the past few years.
Following its merger with its bigger rival in Shanghai in
2016, Wuhan Iron and Steel has shifted its focus toward
real estate, water management, senior housing, and
sustainable urban development. The move could be logical
considering that Qingshan district – once the base of
Wuhan Iron and Steel and populated mainly by its workers
and their relatives – is set to be repurposed.
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Peugeot Citroen, Renault, Nissan and Honda all
have joint venture car plants in Wuhan

REUTERS
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French connection
Wuhan has received the biggest amount of French
investment among all Chinese cities, partly due to the
strategic partnership between Dongfeng and PSA Peugeot
Citroën. But increasingly such investment is also directed
toward urban development. In 2014 a land area of 39
square kilometers in the southwestern Caidian district was
carved out for the so-called Sino-French Eco-City. It is
meant to provide a smart and sustainable surroundings for a
population of 200,000 by 2030.

Former French Prime Minister Bernard
automobile factory in Wuhan
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Cazeneuve sits inside a car as he visits an
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Picking up the baton is the automobile industry, which
made up 76% of Wuhan’s industrial value in 2017.
Producing 1.9 million motor vehicles that year, or 6.5% of
the country’s total, Wuhan is ranked seventh among all
Chinese cities in terms of production volume. Dongfeng
Motor Corporation, headquartered at the Economic and
Technological Development Zone in Hannan district,
controls four of the five biggest car assemblers in the city.
It partners with Nissan and Honda from Japan, as well as
PSA Peugeot Citroën and Renault from France, which
brought not only foreign direct investment into the city,
but also expertise that made Wuhan a magnet for other
companies along the automotive supply chain.
Capitalising on the national strategy of “Made in China
2025”, which aims to lift the country’s industries up the
value chain, Wuhan is also seeking to adapt to the latest
technology trends, particularly in clean energy,
biopharma, cloud computing, artificial intelligence,
fintech and advanced manufacturing. The effort is
evidenced by the slew of advanced technology firms and
investments that have been lured to the East Lake HighTech Development Zone (see page 63), which was
designated as part of the Hubei Pilot Free Trade Zone in
2017 April.
Established in 1988, the High-Tech zone came to be
known as China’s Optics Valley by virtue of being a
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powerhouse for optoelectronics production. Tapping a
huge talent pool from the city’s many research
institutions, it has incubated a number of leading
vendors such as Yangtze Optical Fibre and Cable, the
world’s largest supplier of optical fibre, and Fiberhome
Telecommunication Technologies, a fibre optic network
and ICT solutions developer.
The Valley was deemed nationally strategic following
Chinese President Xi Jinping’s visit in April 2018, in which
he advocated scientific self-reliance and urged local
companies to achieve technological breakthroughs. The
remarks – made at Fiberhome’s headquarters and the
integrated circuit assembly lines of Wuhan Xinxin
Semiconductor Manufacturing – came as ZTE Corp, a
Shenzhen-based telecommunication equipment provider,
took a beating from a ban by the US that halted chip
supplies for its products, leading ZTE to temporarily shut.
The establishment of the China Information and
Communication Technology Group in Wuhan, formed by
merging Fiberhome and Beijing-based Datang Telecom,
was announced two months after Xi’s visit. Apart from
supporting the rollout of fifth-generation (5G)
infrastructure in China, the new entity was expected to
develop communication networks for Belt-and-Road
countries.
As the most central city in China, Wuhan is well

Wuhan produces
half of China’s
output of laser
equipment – it
has 200 firms
involved in
making high-tech
laser products
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poised to rekindle its ancient role as the country’s core
logistics hub.
Last year the sector handled goods worth Rmb3.3
trillion, contributing 9% of the city’s GDP. Since 2015
Wuhan has poured tens of billions of yuan annually into
developing its logistics infrastructure, including the New
Port Industry Cluster around the Yangluo Port in the
Xinzhou district, and the Airport Industry Cluster in the
northwest. The former enables cargo lanes between
Wuhan and neighbouring countries such as Japan, South
Korea, and those in Southeast Asia. The latter is closely
linked to the Wujiashan station where freight trains along
the Trans-Eurasia Expressway stop. This shrinks the
transportation time between Wuhan and London to 22
days, and 15 days to Hamburg.
Although 69% of such trains were initially mainly
carrying exports from China, they are increasingly
returning with an array of imports such as French wine,
German beer, Russian cooking oil, Belarusian milk and,
Uzbekistan cotton yarn – a sign of the increasing
sophistication of Chinese consumer demand.

Cargo boats on the Yangtze River in Wuhan
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Optics Valley: a favourite second home for Tech titans

W

uhan is not immediately associated with
entrepreneurship. And yet for many top
Chinese unicorns it has become an
increasingly popular venue. Over 50
internet and tech companies had set up their second
headquarter offices in Wuhan as of August 2018. The list
includes consumer electronic device producer Xiaomi,
social
e-commerce
platform
Little
Red Book
(Xiaohongshu), speech-recognition solution developer
iFlytek, facial recognition firm Megvii, and bike-sharing
operator Mobike, to name but a few. Other companies
such as Huawei and Tencent are ploughing billions of
yuan into establishing research and development centres
in the city’s tech hub.
Rising costs of living and labour shortages in
established tech hubs such as Beijing and Shenzhen offer
part of the explanation. But another factor is the generous
incentives offered by the city’s East Lake High-Tech
Development Zone, or Optics Valley. To begin with, Rmb10
billion has been set aside per annum for the sole purpose
of enticing businesses and people with special skills to the
zone. Companies that qualify are given as much as
Rmb100 million in subsidies. Their fixed asset investment
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will be matched proportionally with a maximum cash
reward of Rmb100 million. A tax break of as much as
Rmb50 million will be given to companies that manage to
book revenue of Rmb1 billion or above, or Rmb20 million
for unicorns. Alumni of any universities in Wuhan could
be eligible for a maximum subsidy of Rmb100 million for
registering their businesses in the zone, along with
relocation subsidies. The list goes on…
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Notable R&D projects in Wuhan
Company

Investment

Location

Project

(in billions of yuan)

Xiaomi

23

Optics Valley

Its second headquarters with over 1,000 employees; focuses on
artificial intelligence and retail technology

NIO

20

Optics Valley

Intelligent new energy vehicle industry park

Huawei

5

Optics Valley

A 10-building research centre focuses on optoelectronic
systems and smart home technology; to accommodate over
10,000 employees

Vision Group’s Shenzhen
Centre Power Tech

3.9

Economic & Technological
Development Zone (Hannan)

Hydrogen energy park for fuel cell production and developing
related technology

China Chengxin International
Credit Rating

2

Optics Valley

Headquarters (relocated from Shanghai)

Tencent

1

Jiangxia District

Wireless internet technology R&D

O Luxe Holdings

Undisclosed

Optics Valley

Assembly lines with 3D printing technology for electric taxi and
ride-hailing service fleets

Undisclosed

Optics Valley

Its only R&D and software delivery centre in China

(backed by Li Ka-shing; owns Kyoto-based
electric sportscar automaker GLM)

ThoughtWorks
64
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Wuhan’s Local Tycoons
Liu Baolin

Jointown Pharmaceutical
Liu Baolin is one of the most famous faces among Hubei’s
tycoons.
Born in 1953, the Hubei native dropped out of school to
support his family in a rural village. At 16, having received
only a month’s crash course in basic healthcare training,
he became a “barefoot doctor” in his hometown
Yingcheng. The profession required Liu to travel for long
hours in poor neighbourhoods – on foot – to deliver basic
medicine and treatments.
Liu’s hard-working style and attention to detail earned
him a good reputation. Soon villagers in nearby counties
would themselves travel to seek him out. Buoyed by the
experience, Liu switched tack in 1985 and set up a
medicine wholesaler in Yingcheng.
Liu was his own leading salesman. He shuttled back and
forth between villages, carrying a basket of medicines on
his shoulders and knocking at the doors of clinics. The
business did well enough for Liu to buy a house and take
a break from work while he looked for other opportunities.
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Liu Baolin

65

INDUSTRY

Jointown
supplies more
than 20,000
medical products
through 31
province-level
logistics bases

REUTERS
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Figuring that distribution would become a key sector
for pharmaceutical firms he travelled south to Hainan,
where market reforms had been accelerated. Then he
began planning for a wider distribution network, linking
medical wholesalers with local pharmaceutical firms.
Liu’s breakthrough came in 1999, when restrictions on
private investment in the healthcare industry were further
relaxed. The following year, he founded Jointown
Pharmaceutical in Wuhan focusing on pharmaceutical
distribution, logistics and retail.
Jointown made sales of Rmb400 million ($58.2 million)
in its first year. In 2007, Liu brought in foreign capital
through a new joint venture, and in late 2010 the company
went public in Shanghai, raising Rmb1.9 billion.

Operating 31 province-level logistics bases and 81
distribution centres to supply more than 290,000
different medical products, Jointown Group is one of the
leading non-state medicine distributors in the country. By
2017, the company had more than 25,000 staff working in
nearly 953 stores nationwide. Its market value was close to
Rmb30 billion by September 2018. Hurun Rich List put
Liu’s net worth at Rmb10 billion.
The growth was driven partly by an increase in online
sales, and also a policy change in 2016, which mandated
drug manufacturers to either perform direct delivery or
commission a qualified distributor – so as to ensure
quality control. With its licences to distribute specialty
drugs, Jointown was tapped by the country’s tech
behemoths, namely Alibaba, Tencent, and Ping An
Insurance Group (which runs a medical platform called
“Good Doctor”) as their partner.
In July 2018, Jointown also invested in an elderly home
project in Wuhan. The private-public-partnership (PPP)
scheme is the first of its kind in the city.
Liu’s many years of experience as a barefoot doctor
have given him a unique perspective versus his
competitors, he says. While his state-owned rivals tend to
focus on big-ticket orders from major hospitals in big
cities, Jointown goes the extra mile to serve lower-tier
hospitals and handle drugs with lower-margins.
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Yan Zhi

Zall Group

IMAGINE CHINA

Yan Zhi
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Probably one of the most ambitious men in Hubei, Yan Zhi
has always aspired to become the richest man in the
province, and help Wuhan – China’s biggest wholesale
market some 500 years ago – to recover its lost glory.
Born in 1972, the Hubei native dropped out of school
when he was only 17 and took over his father’s job as a
printer.
In 1992 he joined the Communist Party and became a
reporter at a local business newspaper in Wuhan. In the
same year, he was dumped by his girlfriend, allegedly
because he did not own his own apartment. That’s when
Yan penned his first poem and became a prolific writer.
So far he has published at least 18 books including
compilations of his poems.
Besides writing poetry, Yan also realised that to prosper
in Wuhan he had to own his own business (and property).
He founded Zall in 1996 initially as a media agency. In a
major coup he bought up space in the provincial papers
and then persuaded 50 home appliance brands to market
their products through him.
Yan began to expand into other more profitable
businesses such as textile manufacturing. It wasn’t until

He has published
18 books,
including
compilations of
his own poetry
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Yan has been
ranked as Hubei
province’s richest
man for three
years in a row

A Zall development in Wuhan

2003 that Yan made his first move into property, inspired
by his ordeal of looking for a new headquarters. As far as
he knew, a lot of his friends were facing similar issues.
In 2005 he embarked on Zall Development’s first
project, No. 1 Enterprise Community in Wuhan, which was
designed to house the offices of small and medium-sized
enterprises. Within two years more than 100 companies
had moved in. This marked Yan’s big break as a real estate
developer.
Leveraging on Wuhan’s new positioning as China’s
logistical hub, Zall made a big move in 2007, investing
Rmb6 billion to turn a rubbish dump in Wuhan’s northern
suburbs into an international trading centre (see page 76).
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Yan has focused on wholesale markets for items like
shoes and clothes, but his prediction was that the Yangtze
River would become an even more crucial artery, so he
acquired a port operator to accompany his other
investments in Wuhan.
The investment paid off, as many firms have moved out
of Wuhan’s old commercial district to Yan’s new facility.
Moreover, Wuhan benefited from the large-scale
migration of manufacturing bases from the coast to
China’s west.
In 2011, Yan’s Zall Smart Commerce went public in Hong
Kong. The group has since diversified into civil aviation. In
2016 Zall took his expansion online by acquiring a 30%
strategic stake in Nasdaq-listed Chinese e-commerce firm
Lightinthebox for about $77 million.
In February 2018, Hurun Rich List put Yan’s net worth
at Rmb60.5 billion, ranking him the richest man in Hubei
for three years in a row.
Yan has kept a keen interest in books. So much so that
the company in 2013 opened the Zall Bookstore, the biggest
book retailer in Wuhan.
A stand-out alumnus of Wuhan University, Yan gave a
speech at his alma mater’s year-opening ceremony in
September 2018. He told the 7,000-students in the
audience that he has owed his success to the event 25 years
ago when he was jilted by his lover…
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Some of Wuhan's wealthiest tycoons (2017 data)
Name

Age

Worth

Company

Sector

(in billions of yuan)

HURUN, FEBRUARY 2018

Yan Zhi

45

38.5

Zall Group

Real estate investment

Wang Muqing

67

10.5

China ZhengTong Auto Services

Automotive

Liu Baolin

64

10

Jointown Pharmaceutical Group

Pharmaceutical

Zhou Fuyu

42

9.5

Zhou Hei Ya

Food

Huang Li & family

54

8.2

Gaode Electronics

Electronics

Ai Luming

60

6.7

Wuhan Modern Technology Industry Group

Pharmaceutical, real estate, education investment

Liu Shulin

60

6

Jointown Pharmaceutical Group

Pharmaceutical, logistics

Liu Zhaonian

57

5.3

Jointown Pharmaceutical Group

Pharmaceutical, logistics

Zhang Meihua

64

5.3

Xin Jiang Ready Health Industry

Pharmaceutical

Xu Xiaoming & family

54

4.5

Wuhan Langold Real Estate

Real estate
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Building a national brand
Zhou Hei Ya
operates 1,196
stores in 78
Chinese cities
and was founded
in Wuhan

If you have taken high-speed trains in China, chances are
you will see many travellers carrying a bright yellow bag
that features a dark-haired cartoon character in a suit and
tie. Such is the trademark of Zhou Hei Ya, a household
name best known for its takeaway spicy braised duck neck.
Founded in 2002, the Hong Kong-listed company now
operates 1,196 stores in 78 Chinese cities across 16
provinces and municipalities. Sinopolis spoke with its
founder, Zhou Fuyu, at its headquarters in Wuhan about
his business philosophy and future plans.
What prompted you to build a business around spicy
duck neck? Did you envision Zhou Hei Ya would become
a national brand back at the outset?
When I was little and living in Chongqing my dream had
always been to make braised food. I liked how it tasted, and
I saw people deriving material comfort from it. Yet there
was no relevant opportunity upon my graduation, so I
moved to Wuhan where my brother-in-law ran a braised
food eatery. At the time I didn’t find his products desirable
so I worked day and night to come up with a new recipe.
Thank goodness it worked! But I wasn’t dreaming big till
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2004, with the success of McDonald’s and the likes, it
dawned on me that food retailing could grow really big as
a chain. So I began to work on Zhou Hei Ya’s expansion in
2006. In the past decade our enterprising spirit has
changed a lot. Now we are no longer happy with just
building a national brand; we want to go global.
Has the Chinese palate evolved over the years?
Our palate changes in accordance with our lifestyles,
the flow of information and the ease of transport.
Around 20 to 30 years ago the Shanghainese people
liked sweetness but frowned upon Sichuan peppercorn.
Yet their preference has changed. Transportation has
shrunk geographical distance, so, too, the difference in
human palates. As people travel more frequently and
become more open-minded, there are fewer clashes in
tastes. That also explains why our popularity is growing
in Guangdong, in coastal areas, in the east and also the
north.
Is crayfish your next big bet?
Crayfish is our new product. I’ve been looking at it for four
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“We are no
longer happy
with just building
a national brand;
we want to go
global”
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“Like Alibaba and
Tencent we view
online and offline
channels as
interactive”

years and it has become very trendy among youngsters,
especially in the last two years. So you see McDonald’s
introduce crayfish burgers and Pizza Hut crayfish pizza.
The craze is nationwide. For Zhou Hei Ya, this is an
opportunity. Conventionally crayfish is served hot and not
supposed to be a “takeaway”, but our MAP [short for
Modified Atmosphere Packaging] technology allows it to
be carried around safely. Compared to vacuum packing,
MAP preserves the taste of food better, and yet it can also
extend the shelf life of the food inside. It brings
convenience to customers who want to enjoy fresh food –
in this case, crayfish – at home or on the road. That said,
we don’t bet our future on one single product. We just
want to expand our offerings to customers.
Why do you focus on expanding offline channels when
people are increasingly shopping online? Aren’t
counterfeit stores a worry?
Taking the cues from Alibaba and Tencent, online and
offline channels are interactive. That’s why we are
embracing both. The key is to bring forth convenience. Our
customers can buy our products through the mini app on
WeChat or have them delivered on-demand. Young people
nowadays are just very eager to trade money for time,
mobile is therefore an important payment channel. Yet
offline is just as significant. At the end of the day, human
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beings are social animals. We have to go out and meet
people. With that in mind, I am building outlets that
provide customers a point to interact. Besides, our shops –
through their décor and style – allow us to communicate
our corporate culture. There are things that just can’t be
experienced online.
We have had some success in cracking down on
counterfeit shops, partly because the government is
placing more emphasis on intellectual property rights. But
they won’t be completely gone. After all, Zhou Hei Ya is a
rather influential brand. What we can do is to better
educate our customers so that they can tell the sheep from
the goat. We’ve also tried to manage our expansion
through loyalty programmes, which are supported by a
database developed by SAP [a German software developer].
We have over 10 million members; many of them enjoy
the perks of the programme, which can’t be so easily
copied by counterfeit shops.
What are your goals for the next five years?
We will focus on ramping up our production capacity,
which is fundamental to marketisation. We are now
building manufacturing facilities in southern China, north
China, southwest China and east China. The one in the
north has already started operation since the beginning of
this year; while the one in southern China is due early next
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year. Once they are completed, we can quickly add more
points of sale. The relatively short shelf life of our products
means that the travelling distance between our production
base and retail outlets has to be reasonably short. With only
two facilities at present our market is actually pretty
narrow. Our production buildout is still at a preliminary
stage; but given its pace, I am hopeful that we can open 200
to 300 outlets every year soon.
Do you have a timeline for Zhou Hei Ya to become a
global brand?
Since last year we’ve been in touch with the Chinese
government to see how we can take our brand abroad. We
are committed to working on it. But we will need to first
improve ourselves and satisfy the demands of both the
foreign and Chinese governments.
When we go overseas, we hope that we’re not just
serving the Chinese in Western or Southeast Asian
countries, but also the local communities. While it is
important to adapt our products to fit the local culture,
some Chinese elements will have to stay. Chinese
culinary practice is widely recognised across the globe. I
remember when we tried to test some Dutch equipment
[in 2016] on our recipes, the local people actually liked it,
to our surprise. They even brought ducks from the
supermarket and asked us to braise some for them.
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“When we go
overseas we hope
we are not just
serving the
Chinese, but also
local
communities”

Zhou Fuyu: plotting his global expansion from Wuhan
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“The pace of
Wuhan’s urban
development has
far exceeded our
expectations ”

Will you continue to be headquartered in Wuhan? How
has Wuhan changed over the years in your view?
It doesn’t matter to me where Zhou Hei Ya’s headquarters
are based as long as it allows me to examine our
production and run the company effectively. You don’t
base your company in New York just because it looks glitzy.
Wuhan is where I grew my company, and I’m used to the
life here. Moreover, it hosts our largest production facility.
Staying here allows me to always look for ways to optimise
its performance.
Talking about Wuhan, I feel that the city has changed
massively. It’s always been a junction where people
travelling across the country have to pass through. Its
transportation system is just getting more and more
advanced. Wuhan also has a huge capacity to assimilate
foreigners, which makes it an attractive destination for
entrepreneurs. The pace of its urban development has far
exceeded our expectations.
What do you value most when it comes to running a
business?
Last year I went on a learning tour and visited nine
century-old companies from places like the US, Holland,
Finland, Germany and Japan. I had a conversation with a
leader of a Global 500 company, who emphasised
innovation, trustworthiness and teamwork among the
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ingredients in his success recipe. I too think that a
company should prioritise quality, which is the root of any
operation. And being innovative allows it to win
customers, while teamwork makes scaling up possible.
We spent tens of millions on our sewage system. Some
of our peers had laughed at us, saying that the sum
represented others’ budget for the entire factory. But
judging from the current situation, I think we’ve made the
right decision. We need to be responsible for our
customers. And therefore we tend to adopt the best
technology from around the world. A lot of our key
equipment is imported. To ensure customer safety, we are
also hesitant to expand through the franchise model.
Running self-operated shops, it seems to me, is still the
most reliable way to control quality. That said I’m looking
forward to a way where we can strike a fine balance
between wider footprints and quality. n
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