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Abstract

The electronic information manufacturing industry in China with
nationwide annual sales over RMB 2 million in 2010 reached a total output
value of RMB 6,339.5 billion and an annual growth rate of 14%. In addition
to making a new high record, enterprises improved profit margins and
reduced losses, and significantly improved management performance. The
industry’s annual turnover reached RMB 4,977.9 billion, the annual growth
rate was 24.5%, pre-tax net profit was RMB 91.6 billion, and the annual
growth rate exceeded 33%. In 2010, 3,940 enterprises operated at a loss. The
number of enterprises was 19% lower than in 2009, and the loss was also
reduced to 42.5%.

The import and export amount in 2010 also hit a new high, with exports
amounting to RMB 3,825.1 billion and the annual growth rate reaching about
29%. The imports amounted to RMB 2,727.8 trillion and the annual growth
rate reached 24%. The size of import and export growth reflects the increase
of mainland China in the global IT hardware market share and the increase of

industry contribution to the overall economic development.

China has an important position in the production of the world’s leading
IT hardware products. Its capacity advantage is above that of other countries.
In the main electronic information products the mobile phone industry has
the highest yield and the total output in 2010 exceeded one billion. Since
2004, China has become and remains the world’s largest computer producer.

In the world’s leading IT hardware production, mainland China, mobile
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phones accounted for 50%, computers 61%, color televisions 48%, digital
cameras 80%, and IC 13%.

Overall, on the aspect of the chain strengthening, technological
innovation, 3D, intelligent, etc., to increase new and rich functionalities, the
development direction is still for home appliances, consumer electronics, and
communications products. Large-scale professional monitors, tablet PCs and
USB high-speed interface products are currently important opportunities for

the industry to compete with each other on the market.

Favored by the promotion of “integration of information technology and
industrialization” policy, the software industry in China in 2010 exceeded
RMB trillion in production value. Driven by a dedication to the enhancement
of the information degree in all sectors, the domestic demand for integration
of software and systems rapidly expanded, not only successfully resisting the
impact of the 2009 global financial crisis, but also in one swoop pushing the
production value up to RMB 1,336.4 billion in 2010, reaching an

approximate 44% annual growth rate, and hitting a new high.

The software industry structure still places more emphasis on the
integration of software products and system. Taken together, the total value
accounted for about 57% of the overall production value, but compared with
previous years the structure showed the trend has gradually balanced. In a
positive development of the outsourcing business, and in an appeal to attach
importance to an independent software development, it happened to
encounter the policy of integration of information technology and
industrialization that advocated information technology to drive

industrialization. Thus, the embedded software has become the focus of

VI




B Ed

attention, attracting the software industry with a technical strength to invest

in development one after another.

In recent years, due to the continual increase in the capability of the
software manufacturers in mainland China, both company revenue and scale
have grown significantly. In 2010, the revenue of the top one hundred in the
software industry exceeded RMB 250 billion, a total of about 140
manufacturers whose profitability was between RMB 1.0 to 10 billion, some
more than RMB 10 billion. The strong profitability of the industry was based
mostly in the telecommunications and financial services industries. In
addition, 60 manufacturers passed an assessment of level CMMI5, and more
than 800 passed the level CMMI3, showing that the improvement in software
development project management quality has drawn the attention of the

software industry.

Affected by regional economic development, the software industry
shows the phenomenon of agglomerating toward the urban areas and actively
seeks urban construction-related information technology services. The most
high profile is the construction of “Famous Softwar City of China” driven by
Nanjing City. The central government in mainland China selected the first
batch of eight pilots. The other cities that considered themselves strong
enough in the software industry also competed to apply to become a pilot and
by means of this actively recruit investment. Under the promotion of “the
twelfth 5-Year Plan” and supporting industrial policy, the software industry

will gradually have a basic, strategic, and leading status.

In the development of the e-commerce market, it has reached RMB

1,500 billion in transaction amount in 2010 to 2011. Integrated into the actual

Vil
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situation pathway is the current clear direction of development. The large
retailers’ distribution of 3C products has been particularly active in trying to
generate synergy through integration and get rid of highly competitive and
nearly unprofitable dilemma of the physical access industry. The successful
case of Jingdong Mall in closing all physical channels to put full effort into
virtual channels led Gome, Suning, and other entity dealers to follow up one

after another and take the network mall as a focus of business development.

The competitive situation of the e-commerce market presents the
phenomenon of giant oligopolies. Alibaba Group’s business not only spans
across the B2B, B2C, and C2C market, it has more than half the market
share. The situation of market structural imbalance is quite serious. Over one
hundred businesses in the industry shared less than 50% of the market share.
In addition, intense competition has resulted in the rapid consumption of
management resources, and the scale is not easy to expand. So, many small

factories made the market structure more fragmented.

The change of shopping habits of consumers in China and the increase
in the online population increased the frequency of online shopping in recent
years. In 2010, the number of online shoppers was about 148 million people,
accounting for 33% of the online population, and can be expected to exceed
40% within the next three years. More than 30% of the online shopping
population conduct online shopping more than 21 times in a year, showing
that the Internet users’ dependence on online shopping has gradually

deepened.

To meet the consumers’ demand of one-stop shopping transactions,

most online shopping platforms gradually expanded the number of product

VI
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lines and brands and began operating general merchandise. The self-built
Alliance market is a special business model of the recent emergence.
Through the leading online shopping platform, it allows small sites to join to
share the profits of the alliance and set to create a market scale of about
RMB 1 billion. The other development, combined with community and the
application of LBS technologies, etc., also derived a number of innovative

models and services.

The digital content industry, with high added value and the ability to
highlight the characteristics of traditional Chinese culture, has been the key
industry China has been vigorously promoting for the long term. Due to the
integrity of supporting measures for the industrial policy and the positive
attitude of the competent authority, many of the bad aspects of the
regulations were corrected, and the unreasonable restrictions were lifted. The
most important thing Is to specifically propose a law for the protection of
intellectual property rights, to fight against network infringement and
unhealthy " piracy trends, improve the environment for industrial

development, and increase the confidence of the industry.

The games and animation industry are digital content sub-industries that
have drawn more concern in recent years. Both interact in the development
and are the subject source of each other in the development of products. The
current focus in the development of digital games is online games. Due to the
high homogeneity of the long-term proxy Japanese, South Korean, or
European games, it has gradually lost a sense of freshness and attraction for
players, and the game industry began to try to design games based on
national cultural characteristics. This success in 2010 reached RMB 19.3

billion of sales income and even created more than US$ 200 million in
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export revenue. As animation programs and products were regarded by the
SARFT as having a significant impact on child development, all levels of
television channels must produce and broadcast children’s channels and
animated programs. The annual demand is more than 280,000 minutes,

which is still in short supply, as there is still a gap of 110,000 minutes.

Digital TV also receives a lot of government funding in grants to
conduct the digital process improvement for television and film production
system. Movie production in 2010 reached 500, of which pure digital movies
numbered about 70, and to a certain extent the use of digital technology for
filming or post-production was about 400. Thus, the digital technology and
film production have been inextricably linked. Digital music development
lacked more of a strong momentum. Mainly due to the piracy problem that
has long hindered its development, an online music pricing mechanism
cannot be established. The mainland Chinese consumers have not yet
established the concept of related charges. Currently, much of the industry
through the shaping of the individual stylistic characteristics of the singer

extends design-related merchandise as a new revenue source.

The e-learning and publishing industry appears to be the phenomenon of
polarized development. Large firms can provide complete educational
training programs to meet the one-stop shopping customers’ required variety
of courses, which are also more the popular services currently used by
consumers. The small and medium industries have adopted a niche strategy,
decentralized through the e-book and the wisdom mobile devices to provide
content services, locking the villages in rural areas as the target customers to

conduct longer-term market penetration.
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