Chinese Economy and Mobile phones

Now it was all smiles in Washington on Tuesday as American and Chinese Business leaders signed $2.3 billion worth of contracts to help build China’s rapidly growing telecoms network. The high profile signing ceremony comes at a time of tension and BeiGing over China’s massive trade surplus with the US. Many Americans complain that China’s fixed exchange rate gives it an unfair advantage and the flood of Chinese goods coming into the US is costing American jobs. But as these la test deals show many American companies increasing ly rely on China for business. The biggest deal signed in Washington worth $1.1 billion was with Motorola which builds mobile phone networks. I asked Simon Long one of its directors for the Asia Pacific how important China was to his company..

“If you take a look at the number of mobile subscribers ended up in China at the end of 2003 it’s actually 260 million. It’s the largest telecoms market in the world, and by sometime this year  they will hit the 300 million mark. If you think about it in context that means the total mobile population in China is lager than the entire population in the United States.”

Are you making the equipment in China or is it equipment that you’re making in Europe or the United States and then shipping it into the Country?

I think it’s both. We are certainly doing a lot of manufacturing in China, both on the infrastructure side and on the handset side. 

There has been a lot of criticism in America particularly in Washington about China’s exchange rate which many Americans say gives the country an unfair trade advantage. How does a company like Motorola, which is increasingly relying on China to sell to. How does it feel about that?

Well, we are business people, we are not economists so I don’t think I should be commenting on the exchange rate. The way we look at everything is actually, I mean, open market – let’s allow the open market philosophy to govern the growth of the market.

So do you think that America is actually benefiting as much from China as China is perhaps benefiting from the huge market that America has to offer?

This is definitely, as I look at it and Motorola looks at it, is a win – win scenario. I think both countries will benefit from each other.

RING TONES

Now 300 million mobile phone subscribers in China mean plenty of this ……. “Ring tones”.

And in this case the new polyphonic style of mobile phone ringing. Although many people find these sounds infuriating, they are big business. According to the latest figures sales of mobile phone tones around the world generated $3.5 billion a year. Mike Tomlins, a Director of a UK based Ring Tone Company “Info Media Services” says the market is now worth just over 10% of the global music market and is growing rapidly.

“When you look at penetration mobile handsets have in certain countries and then when you put this together with the fact that music around the world is such a big seller about $30 billion, odd, and the fact that is frequently updated with new “Jean-rhythms”  of music, new artists, new fashions and trends it means that it is a market that is regularly up-dating handsets available to large numbers of people around the world”

Business in Asia

Now, let’s take a look at what else is happening in the business world in Asia, and I am joined live from Singapore by the BBC’s Sharon Geep Layo. Sharon, China has released it’s la test Economic growth figures. Are they as high as expected?

Indeed they are very high. China’s GDP growth has hit 8.5% for 2003 and that’s its fastest pace in six years but growth may actually be much faster than that. Many analysts suspect that China is understating its pace of growth for fear of upsetting important trade partners such as the United States. The US has of course criticized China in recent months to do more to narrow a record trade gap between the two countries. China’s trade surplus with the US reached $130 billion last year. According to some estimates the Chinese economy may be growing at something like 11% per annum. Chinese companies have been expanding factories to meet rising consumer demand, and surging overseas orders with booming investment and production which is helping China to grow fastest among the ten biggest economies and at the same time as prices of cars, fridges and computers are falling, manufacturers costs , though, are rising as demand for raw materials are increasing and some of the rapidly growing segments of the Chinese economy include residential real estate and car buying. So certainly, the Chinese economy doing very well. 

