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Bar chart comparing cost per million tokens for Chinese vs US Al models, with KPI callouts showing the
17x cost gap, 91 vs 89 benchmark scores.
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Bethlehem Steel was the third-largest steel company in America. In
October 2001, it filed for bankruptcy. Twenty-eight more US steel
companies followed within eighteen months.

China did not build a better steel mill. It built cheaper ones.
That pattern is running again. This time in Al.
The benchmark war is a distraction.

Qwen 3.7 Max (Alibaba) scores 91 on the BenchLM global leaderboard.
GPT-5.5 (OpenAl) scores 89. DeepSeek V3 costs $0.14 per million input
tokens. GPT-5.4 Pro costs $30.00. That is a 214x price gap on comparable
tasks.

The US still leads at the frontier. Claude Mythos 5 scores 99. Claude Fable
5 scores 97. Claude Opus 4.8 scores 93. Anthropic holds the top three
slots, and nothing from China is within range. That gap is real, and it
reflects a hardware ceiling | will come back to.

But the frontier is not where most of the world builds.
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Most of the world cannot afford the frontier.

GPT-5.4 Pro at $30 per million tokens is a Fortune 500 price. A developer
in Southeast Asia, a government agency in Latin America, a startup in
Eastern Europe. These are not the customers OpenAl and Anthropic are
pricing for. And those markets are exactly where Chinese models are
already winning.

Chinese Al providers grew from under 2% to 45% of OpenRouter weekly
token volume in twelve months. That is not a benchmark number. That is
adoption. Qwen, DeepSeek, and MiniMax are not just cheaper options in a
catalog. They are becoming the default inference infrastructure for a large
part of the world.

Volume drives adoption. Adoption sets standards. Standards create
dependency.

China did not need to make better rebar than American mills. It needed to
make cheaper rebar and sell it to every country building infrastructure. The
US kept specialty steel: defense, aerospace, and high-margin precision
applications. It called that a win. It was a win for the companies that
survived moving up. The Rust Belt is what "moving up the value chain"
looks like from the ground.

The hardware ceiling changes the math. Not as much as you might
expect.

The standard rebuttal is that China cannot close the frontier gap the same
way it closed the steel gap. That is true, and it matters.

SMIC cannot acquire EUV lithography. Those exports have been barred
since 2019. In 2023, the Netherlands partially revoked SMIC's remaining
DUV license as well, closing a secondary path. China is stuck at 7nm-
equivalent DUV, with yields well below TSMC at 3nm. The Huawei Ascend
910C runs at roughly 60% of H100 efficiency. You cannot train a score-99
model on that hardware stack. And chip controls are structurally more
durable than steel tariffs were. Section 201 tariffs were imposed in March
2002, WTO-reversed, and rescinded within two years. Nobody is reversing
EUV export controls.

But here is what the hardware ceiling does not prevent: inference. Running
a trained model costs a fraction of training one. China can run DeepSeek
V3 and Qwen 3.7 on existing hardware at near-zero marginal cost. The
frontier training gap is real and growing. The inference pricing gap is
already settled, and it is not closing.

The two-tier stack is not a prediction. It is already the answer.

Practitioners getting this right have stopped asking which country wins the
benchmark table. They run a two-tier model stack: Chinese open-weight
models for high-volume, cost-sensitive inference: classification, long-
document processing, bulk code generation, and anything where volume
is high and the cost of a wrong answer is recoverable. US frontier models
for high-stakes reasoning, regulated workloads, and anything where
getting it wrong is expensive.
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The price delta between tiers funds the frontier capability where it actually
matters. That is not a workaround. That is the architecture.

The wrinkle practitioners run into: data residency. Many regulated
workloads cannot touch a Chinese inference endpoint regardless of price.
Healthcare, financial services, and defense supply chain. These verticals do
not get a two-tier stack. They get one tier, the expensive one, by
compliance requirement. That constraint is real and worth naming before
you architect around it.

The steel parallel holds here too. US manufacturers who survived kept
R&D at home and offshored commodity production. The ones who tried
to compete on commodity cost against Chinese mills did not make it.

The deeper question is not whether the two-tier stack is efficient. It is who
sets the standard when the mid-tier accounts for 80% of global usage. In
steel, the answer eventually was China. In Al, that answer is forming right
now, one OpenRouter token at a time.

Will you be building on the tier the US is keeping, or the one it is handing
over?

Disclaimer: The views shared here are my own and do not represent the
positions of my employer or any organization | am affiliated with.
Company examples are drawn from public reporting and are used for
illustration, not as commentary on any specific business. All figures come
from the sources linked with this article and reflect the data available at
the time of writing.

#AlStrategy #ProgramManagement #Semiconductor #AgenticAl
#TechPolicy

THE SAME PLAYBOOK. DIFFERENT INDUSTRY.

FACTORY WAR 1995 — 2010 MODEL WAR 2023 - 2026
CHINA UNDERCUTS
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29 US COMPANIES US RESPONSE:
BANKRUPT 2001-02 MOVE UP THE CHAIN

HARDWARE CEILING (why China cannot close the frontier gap):

Two-track timeline mapping China's cost-undercutting strategy from the Factory War (1995-

2010) to the Model War (2023-2026), with the resulting US and China tier separation.
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Bethlehem Steel bankruptcy, October 2001; twenty-nine US steel
companies bankrupt by 2002

Source: The Washington Post, October 16, 2001; historical record
corroborated by AIST and EPI reports

https://www.washingtonpost.com/archive/business/2001/10/16/bethlehe
m-steel-files-for-bankruptcy/ba652f60-f009-46¢8-864e-20df5a8d2584/

Qwen 3.7 Max score 91; GPT-5.5 score 89; GPT-5.4 Pro score 90; Claude
Mythos 5 score 99; Claude Fable 5 score 97; Claude Opus 4.8 score 93.
BenchLM global leaderboard, June 2026

Source: BenchLM.ai. LLM Leaderboard 2026, 258 models across 247
benchmarks

https://benchim.ai/

DeepSeek V3 at $0.14/M input tokens; GPT-5.4 Pro at $30.00/M input
tokens

Source: XsOne Consultants DeepSeek API Pricing Comparison; BenchLM.ai
pricing data

https://xsoneconsultants.com/blog/deepseek-api-pricing/

Chinese Al providers grew from under 2% to 45% of OpenRouter weekly
token volume in twelve months

Source: Digital Applied, Chinese Al Models Q2 2026: 10-Provider
Landscape Report

https://www.digitalapplied.com/blog/chinese-ai-models-q2-2026-
market-share-report

SMIC EUV export license revoked 2023; China at 7nm-equivalent DUV;
Huawei Ascend 910C at approximately 60% of H100 efficiency

Source: Council on Foreign Relations, China's Al Chip Deficit: Why Huawei
Can't Catch Nvidia and U.S. Export Controls Should Remain

https://cfr.org/articles/chinas-ai-chip-deficit-why-huawei-cant-catch-
nvidia-and-us-export-controls-should-remain

Section 201 steel tariffs (2002) ruled WTO-illegal and rescinded within
eighteen months

Source: American Society of International Law, U.S. Provides Section 201
Relief to American Steel Industry

https://www.asil.org/insights/volume/7/issue/4/us-provides-section-
201-relief-american-steel-industry

Eight of ten largest Chinese steel groups 100% state-controlled; state
subsidies structured as export rebates and energy subsidies
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Source: Association for Iron & Steel Technology, New Report Details
Chinese Government Subsidies to its Steel Industry

https://www.aist.org/new-report-details-chinese-government-subsidies-
to-its-steel-industry

BYD outsold Ford globally in 2025 (4.6M vs 4.4M vehicles)

Source: Global Times, BYD surpasses Ford in global sales for first time

https://www.globaltimes.cn/page/202602/1355176.shtml

LLM inference prices declining at median 50x per year for equivalent
performance

Source: Epoch Al, LLM inference prices have fallen rapidly but unequally
across tasks

https://epoch.ai/data-insights/lim-inference-price-trends

Al model commoditization thesis; general-purpose LLM economics
resembling commodity business

Source: Brookings Institution, What happens when Al companies compete
with their customers?

https://www.brookings.edu/articles/what-happens-when-ai-companies-
compete-with-their-customers/
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Syed Umair Shoaiby

Technical Program Manager at Cirrus Logic | Leading Semiconductor Silicon NPI from Tape-out
to Production | Al Enabled Program Execution, Workflow Automation & Operational Strategy |
Scaling Cross Functional Programs
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