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While China’s telecommunications industry regularly catches the headlines - the Ninth Five-Year Plan aims to increase the current exchange capacity from around 70 million to 170 million - computer networking in China attracts less attention. For one reason, up to now there hasn’t been much of it. But during 1995 sales of PCs in China reached 1.1 million, equal to the combined totals for 1993 and 1994, placing China’s market eighth in world rankings. China forecasts annual sales of over 8 million by 2000.  Another reason is that, unlike the public telephone network, a computer network is an infrastructure largely hidden from public view. 





But China plans to change all that. For one thing, China wants its own version of the National Information Infrastructure (NII) or Information SuperHighway. Which self-respecting emerging Asian nation-state doesn’t? For another, the Chinese State has a serious problem: how on earth does it know what’s going on across its vast geography and fast growing economy? How to control the supply of money and credit, how to monitor the balance of payments and trade, and how to collect taxes, without the relevant information? Moreover, how to authenticate, double-check and trust the information when it does arrive? Herein lie the principal motivations behind the Golden Projects. (See Business China issue...?)  Herein lie the reasons why the Ministry of Electronic Industries (MEI) and others were able to persuade the State Council to establish the JiTong and LianTong corporations to accelerate China’s development into the information age. 





From a separate source, China’s computer sector was given direction when in 1988 the State Science and Technology Commission launched the ‘Torch Programme’ to encourage the commercialization of science-based industries and the adoption of a more flexible attitude to foreign partnerships. After a series of false starts the MEI was placed in charge of the revitalization of the hardware and software industry. Today, ninety per cent of computers in China are still purchased by state bodies, and forty per cent are sold to the banking and financial sectors, but increasingly personal computers are being sold to individuals and families. A recent joint study by the State Education Commission and Economic/People’s(?) Daily reported that 60 per cent of families in urban areas with children in middle school are expected to buy computers. The MEI estimates that in China’s major cities there are between three and four PCs for every 100 households - a survey by the State Education Commission (SEC) puts the number of families with computers at 700,000. The comparable figure for Hong Kong, according to estimates of the Telecommunications Research Project (TRP) of the University of Hong Kong, is 37 per cent of families. In Taiwan it is closer to 30 per cent. 





The SEC is spear-heading China’s endeavours to spread the use of computers, with a goal of local area networking around 25% of China’s 900,000 schools by 2002, that is around 11 million PCs. Hong Kong companies are poised to benefit, such as the Ziran Group who provide stroke-based Chinese-language input software, who have just entered a US$21 million deal which involves a Canadian company, Comdex Industries, and the Beijing Tengtu Culture and Education Electronics Development Company to supply 450,000 multimedia PCs for this schools programme. Behind this deal are China’s two major PC producers, the China Great Wall Group and the Legend Group.





But China has real problems both on the supply and demand side of the equation, and it doesn’t take a computer to work it out. On the supply side, most of the computers sold are either imports - foreign companies claim nearly half the market - or fabricated from imported components. According to China Daily (19 April 1996) 52% of computers sold to Chinese institutions during 1995 were domestically assembled using foreign components, and less than 25% of the value of the machines is locally-sourced. On the demand side, business machines still dominate the market although the MEI forecasts that home computers will overtake business sales during 1997. The key sectors of China business computer market are tax offices, banks, educational institutions, customs offices and distribution businesses. All but the last are either Golden Projects or other state initiatives. And of the officially estimated 2.78 million business computers currently in use, only around 3% are thought to be networked. 





Problems of computer literacy within state enterprises and business bureaucracies is one of the factors constraining the full utilization of the power of computers, and other reasons range from a resistance to transform traditional work methods, status hierarchies which restrict computer access to certain staff grades, fear of technological unemployment coupled with a deep-rooted commitment to the ‘iron rice bowl’ guarantees of full employment, and the simple fact that there are few networked online services available in China. Whereas there are now over 800 known computer databases in China, it has been estimated that only 10 are online, and these have incompatible search engines. 





But the spread of Internet in China will be one of the drivers, again on both sides of the equation. Organizations such as the State Statistical Bureau, the Shenzhen and Shanghai stock exchanges, the State Information Centre and local Information Centres, Xinhua News Agency, China International Travel Service, are all preparing material for free access and commercial access. State enterprise reform is also driving this process as these organizations are required to become self-financing entities. On the demand side, access to Internet is growing rapidly. Current estimates put the number of registered users at 10 million, but in many establishments twenty or thirty people make use of the account, and MEI sources place a more realistic estimate of the current number of users at around 100 million, academic and research institutions showing the highest rate of usage.





China’s computer networking is on the runway, waiting for takeoff. The infrastructure is being built out by the Ministry of Posts and Telecommunications (MPT) through the Chinpac packet switched X.25 network, which claimed over 20,000 users by the final quarter of 1995, through the DDN (digital data network) and through China’s rapidly expanding Vsat networks. By 1997 also the MPT aims to offer ISDN services in the major commercial centres, such as Beijing, Guangzhou, Shenzhen and Shanghai. In parallel to these public networks the JiTong Corporation is undertaking the Golden Projects to integrate and extend the networks of China’s many ministries and national organizations. This brings us back to the issue of turf battles. 





China has not yet worked out whether all these efforts are part and parcel of well designed national planning, and whether they represent good old-fashioned market competition with Chinese characteristics. The National Joint Conference on the Informatization of the Economy, set up by the State Council to co-ordinate these efforts and resolve conflicts of ministerial interests, was upgraded earlier this year to become a Leading Group. There is even speculation in Beijing that this body could emerge as a State Commission with policy-making powers over all of China’s IT, telecoms and broadcasting, leaving various ministries, such as the MPT, as regulators of their various sectors. The MPT is currently drafting China’s first Telecommunications Law, and it will be interesting to see whether this issue is addressed. Meanwhile, China’s computer, database and computer networking sectors are forging ahead and will soon emerge as the new frontier for business opportunity in China.


