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Introduction

Artificial intelligence (Al) has emerged as a linchpin for global economic competitiveness,
national security, and technological leadership. The United States and China dominate the
Al landscape, yet their strategic approaches diverge markedly. The prevailing narrative
suggests that the U.S. focuses on core technology development, while China prioritizes
large-scale practical application. This report critically examines this dichotomy by
analyzing Al capital expenditure trends, industrial adoption, humanoid Al progress, and
research output. Strategic recommendations are offered to enhance Al’'s economic impact
inthe U.S.

U.S. Emphasis on Core Al Research and Infrastructure

The United States leads in foundational Al research, infrastructure, and frontier model
development. In 2023, U.S. entities released 109 notable Al models versus China’s 15,
reflecting a significant lead in innovation output (AsianFin, 2024). The U.S. also commands
approximately 75% of global Al supercomputing capacity, dramatically overshadowing
China’s 14% share (Pilz, Sanders, Rahman, & Heim, 2025). Financially, U.S. investmentin
Al reached $67.2 billion in 2023, over eight times China’s expenditure (AsianFin, 2024).
These data underscore the U.S.’s technological leadership in Al research and
computational infrastructure.

China’s Focus on Application and Industrial Deployment

China distinguishes itself through aggressive Al deployment, especially in industrial
automation. In 2024, China installed nearly 295,000 industrial robots, compared to about
34,000 in the U.S., reflecting a strategic emphasis on embedding Al into manufacturing
(International Federation of Robotics, as cited in NY Post, 2025). Chinese Al models, such
as those from DeepSeek, achieve competitive performance at substantially lower
computational costs, demonstrating efficiency-driven innovation (Reuters & Reddit
aggregated data, 2025). This highlights China’s commitment to practical, cost-effective Al
applications across traditional industries.



Capital Expenditure Patterns

U.S. technology giants and cloud providers lead in Al capital expenditures. In 2024,
Amazon, Alphabet, Microsoft, and Meta collectively invested $224 billion in capex,
projected to rise to $302 billion in 2025, roughly six times China’s largest Al firms’
combined spending (UBS, 2025). Despite China’s faster growth rate in Al capex, its
absolute scale remains limited by semiconductor constraints and export controls (UBS,
2025; Reuters, 2026). This disparity sustains the U.S. advantage in high-end Al innovation
and infrastructure.

Industrial Al Adoption

While U.S. factories increasingly use Al for predictive maintenance and quality control,
robotics integration lags behind China’s rapid automation. China’s manufacturing sector
employs Al-enhanced robotics at scale, driven by state support and competitive export
pressures (NY Post, 2025). Approximately 45% of Chinese manufacturers report using Al
technologies, compared to under 10% of U.S. manufacturing firms (Al Hive, 2025). This gap
reflects China’s prioritization of Al as a productivity lever in physical production.

Humanoid Al Innovation

In humanoid robotics, the U.S. maintains a lead with advanced projects like Tesla’s
Optimus and Figure Al, focusing on sophisticated Al-driven automation (TrendForce, 2025).
Conversely, China emphasizes manufacturing scale and cost efficiency, producing
humanoid robots for service and industrial support roles at lower price points (TrendForce,
2025; Le Monde, 2025). China aims for broad deployment in manufacturing supply chains
by 2027, underscoring its application-driven strategy.

Research Output and Publication Trends

Contrary to the simplistic technology-versus-application dichotomy, China surpasses the
U.S. in Al research publication volume, indicating substantial investment in basic research
alongside applied development (Al Hive, 2025). This nuance highlights a more complex
competitive dynamic, where the U.S. leads in frontier innovation, and China excels in
scaling applications domestically.

Strategic Recommendations

1. Enhance Public-Private Al CapEx Coordination: Expand government incentives to
complement private investments, focusing on Al infrastructure and manufacturing
applications.

2. Accelerate Al Adoption in Manufacturing: Promote policies that incentivize
robotics integration and worker retraining to close the automation gap with China.



3. Investin Humanoid Robotics Ecosystems: Support collaborative research and
balanced investment in software and hardware to maintain U.S. leadership.

4. Expand Workforce Development: Strengthen STEM education and Al training
pipelines to sustain innovation and reduce talent dependencies.

Conclusion

The U.S. retains a commanding position in Al foundational research and infrastructure,
while China leads in practical deployment, especially in industrial automation. The
competitive landscape is evolving rapidly, with China narrowing certain gaps as U.S. firms
push frontier innovation. To maintain and grow Al’s economic benefits, the U.S. must
strategically balance technology leadership with aggressive application and workforce
development.
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