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Abstract

China’s mobile communications market presents
unique market challenges. With a high subscriber
growth rate but polarized and stratified consumer
adoption trends, an investigation into the current
status of this market will improve our understanding
on how adoption of mobile communications is
evolving. In this descriptive paper we analyze key
issues relating to market characteristics of mobile
communications with an objective to better
comprehend the dynamics of this largest mobile
subscribers market. Using secondary data we identify
mobile industry and end-user related trends to infer
our conclusions for the industry.

1. Introduction

The China mobile communications market,
including mobile handsets and mobile phone mediated
communication and data services, has experienced
large growth over the last decade. To begin with, the
number of mobile phone subscribers in China has
reached nearly 520 million with a market penetration
rate of about 40 percent [See Table 1, 42h]. The
number of mobile subscribers is expected to exceed
600 million by 2010 [4]. This subscriber’s number
makes China the world's largest mobile phone market.
Indeed the mobile phone adoption rate and user
numbers have surpassed the fixed-line subscribers
[42h]. Equally the rate of adoption is high in mobile
industry than in the fixed line. The number of mobile
users increased by 78.32 million in 2007 as compared
to the fixed-phone users increase of 1.5 million [42h].
The market continues to present a potential for
business and marketing opportunities for both
international and local manufacturers,
telecommunication operators.
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This magnitude and momentum of developments
motivates us to investigate and understand the mobile
communications market in depth. The objective of this
paper is to provide a survey and analysis of the major
market characteristics of mobile communications in
China. In global markets there is increased interaction
between firms and customers, suppliers, and alliance
partners for mutually beneficial exchange transactions
in markets [25]. In such a global environment, an in-
depth analysis on key issues that contribute to the
expansion of an industry by impacting its domestic
business environment and the end-user markets is
important examine [26]. Such analysis grants
understandings to provide stability for business
decision making and to facilitate and sustain the
growth momentum of companies in fast growing
markets like China [25]. We use secondary data to
identify mobile industry and end-user related trends to
infer our conclusions. Our analysis will provide
insights for better understanding of market related key
issues to marketing strategy makers. The paper is
organized as follows: in the following section we study
market characteristics at industry level to understand
the macro marketing dynamics. Here we investigate
the market developments at the telecommunications
industry level that contributes to the growth of this
sector. The next section analyzes the end-user level
market characteristics, and in the final section we
investigate challenges faced by mobile marketers and
we conclude with some insights for the future growth
of the mobile communications market in China.

2. Industry Level Market Characteristics

Previous research has advocated that understanding
industry-specific characteristics can drive market
outcomes of companies [25,26]. A scan of the
industry level market characteristics formulates a key
issue for business strategic planning process [26].
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Market characteristics factors, external to the firms can
help classify opportunities or threats that companies
face and comparative strengths or weaknesses the
companies have [25,19]. As such it is important in
marketing strategy formulation and selection for
companies, to pursue and expand the more
opportunities for profit and growth. For mobile
industry these include issues relating to access to
international markets for new technologies by
loosening of regulations or releasing from international
trade barriers, and evolving structure of a market for
competitive marketing environment [19,31]. Following
these argument, at first we examine key market
characteristics at industry level to understand the
macro marketing dynamics that influence expansion of
mobile communication.

21. Impact of Reorganization and
Deregulation of the Telecom Industry

For more than a decade, the telecommunications
industry in China has continually been subject to
deregulatory measures and managerial reorganizations.
The main objective of these restructuring efforts has
been to develop the industry and to meet the high-
growth demand in the domestic market [31].
Deregulation also addressed the deficiency in central
government investment funds by inviting foreign direct
investment and lag of technological development by
facilitating access to international sources [18]. It also
addresses the appropriateness of regulatory measures
and management structure in the domestic market
[27,18]. These strategies have motivated domestic
industry to be competitive, efficient and enabled it to
participate in the global market through joint ventures
and other networks mechanisms [22,18].

Initially, two mobile operating organizations, the
China Unicom and the China Telecom were formed to
meet the industry and market objectives. In subsequent
developments, Ministry of Information Industry (MII)
was established [42h].

China’s global participation efforts were also
operationalized primarily through joining the World
Trade Organization (WTO) [18]. Impact of China’s
formal accession to WTO in 2001, can be observed in
consecutive market developments [18]. This accession
committed China to allow foreign organizations to
provide a wide range of telecommunication services
through joint ventures with ownership of 49 percent
[42i]. However, the market entry is subject to several
regulatory steps and gives a preferential treatment to
domestic companies. The measures require a
mandatory technology transfer, and R&D activities
from foreign organizations willing to enter the market
[34]. Nonetheless, these expansion strategies have

allowed a number of foreign telecom operators to enter
the China market and in successive years its primary
industries including the Telecom sector received large
investments and experienced high growth rate [42f].
Lower custom tariffs for high tech products permitted
cheaper imports of components, and motivated
domestic manufacturers to innovate and produce
affordable mobile handsets for local consumers [42¢].
Subsequently, prices of mobile phone products and
services also declined [42c]. Overall telecom charges
in the year 2007 are perceived to be decreased by 13.6
percent [42h]. Mobile services have become more
affordable and operators no longer charge both the
caller and the receiver for their services and offer price
competitive packages and free incoming calls.

The government’s initiatives to promote the
development of knowledge industries and fostering
innovation including in the mobile communications
sector has also contributed to some of its success. By
making transfer of new technology a precondition
under various joint ventures, China has attracted large
FDI in R&D from international markets [22,18].
China however has yet to match the success of Japan
and Korea in developing indigenous innovations. Most
major foreign entrants in the mobile market have
invested in R&D of 3Generation technologies. Alcatel
has invested more than €100 million and Nokia,
Ericsson and Siemens have also set up R&D units in
3G products and services development [24].

The government continues to be a predominant
stakeholder in the development and profits of this
industry. All providers of basic telecommunications
services and mobile telephony are also state-owned
enterprises. The government has effective control of
system and content generation and distribution of
mobile communications [39,41]

2.2. Dual Oligopolistic Market

China mobile communication market presents dual
oligopolistic characteristics with the continuous
dominance of the market by the two state owned
mobile operators; the China Mobile Communications
(China  Mobile) and the China  United
Telecommunications (China Unicom). Irrespective of
the deregulation of the industry, the market position of
the two large state owned organizations has not
shifted. The China Mobile is currently the largest GSM
(Global System for Mobile Communications) operator
in the world with 369.34 million mobile phone
subscribers by December 2007 [See Table 1, 42h],
followed by the China Unicom which operates both
GSM and CDMA has nearly 150.28 million
subscribers during the same period [42d].



Table 1 shows a comparison between the
positioning of China Mobile and China Unicom on the
basis of the number of their subscribers and their
respective revenue generation. Although, market
expansion efforts and strategies have created a
competitive environment, and both foreign and
domestic organizations are in competition for growth
opportunities, the market continues to be dual
oligopolistic [39]. It is to be noted that the two fixed-
line operators, the China Telecom and the China
Netcom introduced a Personal Hand-phone System
(PHS), a low-cost 2G wireless standard phone often
referred to as "Xiaolingtong" ("little smart" phone) as a
substitute to mobile phone. Xiaolingtong is perceived
by many consumers as a less appealing version of the
mobile phone, with very basic voice and text
messaging functions, a weaker signal and no roaming
ability [40]. The Xiaolingtong subscriber growth has
been decreasing and in 2006 there was a negative
growth rate. By August 2007, there were 89.58 million
Xiaolingtong registered subscribers [1]. These services
now can be connected to 3G services but it remains to
be seen how this segment could benefit from
technological advances [40]. The emergence of
Internet communication can also be observed as a
competitive force to the two mobile operators specially
for their voice services. But internet communication is
not supported by the government and it does not
constitute a decisive competitors impact on China’s
mobile market, which still can be characterized as a
typical dual-oligopolistic market.

Table 1 Market Share of China Mobile and China
Unicom

Dec.

2002 2003 2004 2005 2006 2007

Revenue

revenue per user (ARPU) than its nearest competitor
China Unicom. It also suggests that it is more
innovative in its marketing strategies than its
competitors. This is supported by the variety of value-
added services (VAS) offered by it. This
innovativeness contributed to its high VAS revenue
(RMB 69.31 billion or $9 billion) in 2006, that
accounted for near 23.5 percent of its total revenue. On
the other hand, China Unicom earned RMB 11.543
billion ($988 million) from VAS or 12.2 percent of its
total revenues in the same period [20]. These figures
also illustrate that the intensity of mobile
communication and demand for VAS is on increase.

3. User Level Market Characteristics

Innovative policy and marketing strategies have
facilitated an increase in mobile communication
adoption across various segments. Consumers
however, are not alike and this provides a challenge
for continuous successful marketing for products and
services. Urban et al [33] contend that not every
offering will be right for every customer, nor will
every customer be equally responsive to the efforts to
bring marketers’ offering to their awareness and
acceptance.  Success in these regards requires a
targeted approach of market segmentation to ensure
efficient use of marketing efforts [23]. In this section
we aim to understand these issues by applying well
accepted research approach to study this sector using
market  segmentation  perspective  [8,12]. An
investigation of various market segments is important
for superior deployment and utilization of corporate
performance capabilities in meeting the needs and
expectations of the customer population [10, 23]. By
understanding key issues at end-user level,

Chira (B l63730 171870 108300 235800 286300 organizations, including mobile operators can expand

Mobile (US$) 20091 22035 25423 30231 36705 their market growth and market share and better attain
Share (%) 7649 7204 7320 7524 7771 their goals of superior customer satisfaction [8].
Subscribers* 1.38 178 221 264 317 369.34 . . . . . .

Share (%) 6699 6593 6617 6718 6876 Increasing regional disparities in China [9] and

Chia  (aMB). 0380 ge705 72600 77700 s2140 ™ consumers  demand  for  heterogeneity  and

Unicom (US$) 6453 8552 9310 9962 10531 personalization product and services [32] present
Share (%) 23.51 27.96 26.80 24.78 22.29 . ] . -
aubseriberst 68 92 113 129 144 1028 Significant challenges for marketing efforts of mobile

— Resvh:rjﬁe(%) 3301 3407 3383 5282 2 3124 — companies in China. Without understanding the

(RME) 214060 238575 270920 313500 368440 diversity and disparity of China’s mobile users, it
(USS) - 2r44s 30567 34783 40193 47236 would be difficult to assess correct trajectory of
Subscribers* 206 270 334 393 461 519.26

demand and of proposed strategies for effective
marketing. With this understanding, we examine key
trends among various segments of mobile consumers
to derive marketing implications for mobile operators
in China’s market.

Source:[42h] * figures in millions

The data presented in Table 1 further shows that
China Mobile’s revenue share on average constitutes
75 percent of the total market with an average of 66
percent of the total number of subscribers. This
suggests that China Mobile generates higher average

3.1. Income Based Market Segments



With an average GDP growth rate of eight percent
during the last decade [42g], consumers in China have
experienced a high increase in their purchasing power.
The distribution of income structure shows that
average annual disposable income per capita in 2006
was 11,759 Yuan, (1469.9US$) a 10 percent increase
from the year before [42g]. According to a Gallup
study based on the sample of 15,000 adults across
China, the average household income has increased by
nearly 250percent over the last decade [16]. Cumulated
with overall lower manufacturing costs, it is estimated
that a consumer in China can, on average, buy nearly
four to five times in goods and services per dollar as
compared to his counterpart in USA [15]. High and
middle-income households constitute the most rapidly
growing segments of the population [9]. These
developments have directly contributed to the higher,
frequent change, multi-brand and multiple unit
adoption of mobile telephony [1,2,3]. These trends also
show the probability of increased ARPU and higher
revenue generation in the industry through value added
services [27].

This high income segment is however largely urban
and the current consumption of mobile value added
services is also concentrated in urban areas [9,3]. It
was estimated that in 2004, the average consumption
of an urban household in Shanghai is almost three
times the national average [28]. Geographically, the
eastern and southern provinces of China are
economically more developed [9], and are major
drivers for revenue growth in the mobile telephony
sector with the purchase of branded product and higher
use of value added services [29,41]. With mobile
phone functionalities continually being upgraded and
average product and service prices on decrease, there
is a higher likelihood for urban consumers to continue
to show preference for branded and high-end units
irrespective of the higher prices [9, 15, 29]. This
decision to product renewal and brand hopping cycle
has become shorter creating demand for new handsets
[18,11].

The per-capita income of the rural population is
estimated to be only one third of the per-capita
disposable income of urban China [28, 12]. But
irrespective of these income disparities, the rural
market segment is becoming the driver and sustaining
factor for the mobile industry [3]. This is supported by
the fact that more than half of China Mobile's new
subscribers in the year 2006 and 2007 were from rural
areas [16,1]. As urban markets become saturated,
China Mobile and China Unicom are also expanding
their network in the rural areas. It is interesting to note
that domestic manufacturers have largely focused on
the rural market share form the early stages of their
marketing efforts. Their business model incorporates

exploiting lower labor costs based products; lower
purchasing power based market segment, and low
profit margin but large market share strategy [11,29].
These domestic  handset manufacturers have
successfully realized the significance of low-end R&D
to meet the global competition and to serve the bottom
market segments [29]. In the first half of 2007, around
72 million homemade mobile phone sets were sold in
China [1,7]. The new number of subscribers during
that period was 84 million and this accounts for 86
percent of market share [42h]. This shows that large
market segments including the rural and the bottom
market segment, have evidently benefited from local
manufacturing of handsets and other accessories.

This growth of the mobile communications market
in China can be explained by market characteristics of
any typical developing country where first-time buyers
constitute a large part of the consumer market. With 40
percent mobile subscription penetration rate (see Table
1), the market has yet to arrive at a saturation and this
projects growth in market potential in this market.

3.2. High ARPU: Lifestyle based Market
Segment

Across demographic segments, young working
adult segment is crucial in China’s mobile market, both
in market size and market penetration rate [9,35]. It is
estimated that 55 percent of mobile users in China are
young working adults between the ages of 25 and 35
years [32,35]. In urban areas like Guangzhou, mobile
subscription penetration rate for the young population
between 21 to 30 years is about 92 percent as
compared to the national average of 40 percent [35].
For the young working adult segment comprising of
young entrepreneurs and professionals mobility
constitutes a life style element [32,29], which also
explains why this segment spends most on value added
services [38]. But price sensitivity of these services has
also contributed to the polarization of the content
services market in favor of high earning young adult
market [41]. The demand of VAS is also reflected by
the expected growth in total revenue by mobile value-
added service providers to around US$1.9 billion in
2008 [4]. The China Mobile earned about 25 percent
of its revenue from value added services in 2007, and
its voice business revenue has declined [6]. This shows
the importance of value of content services in the
mobile communications market [38].

Expansion of mobile market is also reflected by the
decision of the category and brand of mobile handset
purchased by various user segments [12]. For the
young adult market segment, a mobile handset with an
advance communication and entertainment center is
also a lifestyle statement. The demand from this



segment emanates from the desire to upgrade or
replace the current hand set [35]. In 2007 nearly 25
million units of high-end smart phones were sold and
this sale contributed to 16 percent of total handset
market in China [1]. This preference for high-end units
may also be explicated by an increase in demand for
value added services like entertainment content,
collaborative gaming and communication, and other
VAS that affects users’ decisions to purchase specific
mobile units. Additionally, technological innovations
for high data transfer contribute toward older
technologies to become obsolete and require
consumers to constantly upgrade [12]. Based on sales
data of 2007 user preferred Nokia (32 %) and
Motorola (21%) as most preferred brands followed by
Samsung and Lenovo[8*] one of the main factors that
contribute to sustaining the growth in this industry
[34].

Growth of mobile value added services market in
terms of the variety of services offered also signifies
expansion of mobile communications [38]. Although
the variety, accessibility and availability of VAS and
3G applications are limited when compared to US and
European markets [41,38]. Nonetheless existing
services serve both functional and hedonic needs of the
users. Data on availability and acceptance of these
services shows users preference for hedonic over
functional usage of VAS. These services include
downloading pictures, accessing Internet, using MMS,
surfing on WAP websites, and downloading mobile
phone games [21 5, 4]. Guessing games, news alerts
and information inquiries are other value added
services on growth. Amongst value added services,
ringtone downloading is the most widely accepted
service [21]. This demand for VAS and investments in
3G technologies suggest a rapid development
momentum for services like mobile music and mobile
videos [1].

In addition to entertainment based VAS, demand
for functional utilitarian non-voice business is also
projected to grow [2,4]. These services include mobile
newspaper, mobile payment, and mobile tracking
reports. These growth projection present mobile
operators with challenges of managing the future
growth of mobile content [429,4,2]. Services like
message-on-demand and stock trading are increasingly
being used [38]. For example, subscribers can visit the
website of SOHU and subscribe to customized news
on sports and entertainment [27]. This allows them to
receive the latest news via their handsets on a regular
basis. China Mobile charges of mobile news depend on
service providers (SP), but on average RMB2.00
(US$0.2) per news piece of 160 characters or RMB
30.00 (US$3.75) per month [37]. Service providers are
thus differentiating themselves by integrating mobile

content and value-added services on SMS (short
messaging services), MMS (Multi-media Messaging
Services), WAP (Wireless Application Protocol), and
IVR (Interactive Voice Response) [8,39]. Alliances
and networks with third party content and service
providers are on increase and market is orienting itself
to greater customer satisfaction by providing more
choices. Service providers are innovative in
introducing services conducive this high ARPU market
segment.

This market size and market scale enables China’s
portals and other stakeholders like service providers to
earn large profits on their value-added service [6,4].
But current set of regulations also support mobile
operators to earn large revenues by allowing them to
retain 15 percent of the message fee. The two large
mobile operators also have exclusive rights for
operating SMS services [4,6].

Growth of mobile communications is further
manifested in its ability to learn form international
successes. Chinese mobile operators have learnt
valuable experience in developing a business models
along the successes of NTT DoCoMo in Japan. These
experiences showed the value of market consolidation
through alliances between mobile operators and third-
party content providers [39,27]. Subsequently, China
Mobile introduced the Monternet program, and service
providers can now access the carrier’s mobile network
at any place to provide nation-wide service[38]. This is
also known as the “one-stop shop, China-wide service”
arrangement. China Mobile keeps between nine and
twenty percent of the traffic revenue and the content
service providers receive remainder of the revenue [39,
6]. These measures aim at more competitive and
consumer oriented growth in future.

3.3. Low ARPU Market: Short Messaging
Services (SMS) Usage

China operates both GSM (Global System for
Mobile Communications) and CDMA networks but 3G
is in its initial stages and so far there is insufficient
demand for limited and costly 3G application services
available  on  the market. ~ The  mobile
telecommunication services market can so far, largely,
be treated as a homogeneous market with limited
demand for value added services and low ARPU
[27,38]. Future growth of mobile value added data
services in China also depends on the growth patterns
of SMS [26]. A Chinese user sends on average about
12 SMS per day as compared to 2 SMS in US, 2.2 in
the UK and 6 SMS per day in Japan. This magnitude
of SMS usage translated in total revenue of about
RMB27.9 billion (US$3.48billion) in first half of 2007,
comparing to a revenue of about RMB 42.9 billion



(US$5.4billion) in the year 2006 [42h]. This generated
about seven percent of the total revenue form mobile
communications, excluding the revenue generated by
content providers (see Table 1). On average, each user
spends RMB9.95 (US$1.24) on SMS per month.

Some possible explanations for this growth rate
include this service to be economical and cost effective
way to communicate [30,31]. For example, an SMS
can take up to 160 characters in China as compared to
140 in India, and costs RMBO0.10 (US$0.01) [42h]
against a regular one-minute telephone call for
RMBO0.40 or 0.25 (US$0.05 or 0.02) [42h, 38]. While
the success of SMS is largely a result of its low cost
and convenience [30], it is also attributed to a
relatively reserve attitude of Chinese toward open
communication and self-expression [30,2]. An absence
of direct competition may also account for SMS
success. Internet portals like SINA.com and Sohu.com
allow users to send SMS via their PCs to the handsets
of mobile phone users, but given the low PC
penetration rate of around 15 percent this is not a
viable option and does not constitute  direct
competition to SMS [41].

SMS has also contributed to expansion of this
industry. It has facilitated the adoption of mobile
commerce and mobile marketing [31]. New SMS
mediated m-commerce models provide personalized
services such as SMS novels, have potential to be
successful in the Chinese market[4]. This service
enables mobile phone users to read a novel by
receiving an 'episode’ in a SMS message every day,
costing about RMB 0.50 (US$0.06) for each episode
[4].

Success of SMS has also profited operators and
service providers in developing messaging based
marketing models. Several businesses now provide
SMS based information services to customers and
consumers and this provides further impetus to the
industry[3]. A joint SMS centre, called MOBNIC
(Mobile Network Information Centre), was jointly
launched China Mobile, China Unicom, the China
Mobile Communication Association and other service
providers. Its services enable users to visit
corporations' "SMS-based websites"”. Users can send a
specific number or code via an SMS message to access
the "SMS website” of a business to receive free
interactive information services. A 160 character
message with 40% space for sponsored advertisements
is then sent to the user [7]. This advertising offers
small and medium-sized enterprises (SMEs) an
opportunity for low cost marketing [4]. Thus the
growth in mobile messaging has had an impact on the
development of m-commerce and mobile advertising
[7,41]. Mobile advertisements are predominantly SMS
based but other services such as color ringtones, WAP

browsers, voice services are also accepted by end-users
[42j]. By 2010 mobile advertising is projected to
generate near RMB two billion in revenue (US$ 0.25
billion)[21]. Thus the low ARPU market segment is
being gradually integrated into main stream data
services and being successfully exploited by creative
SMS and mobile marketing strategies.

3.4. Preference for Prepayment Price
Mechanism and Low ARPU

Prepaid price mechanism is the prevalent mode of
transaction necessitated by China’s current telecom
business environment. The pre-paid mechanism has
significantly contributed to the diffusion of mobile
telephony all over the world [17]. China’s new
subscribers are from low income, low usage and lower
ARPU market segment. It is reported that China
Mobile’s ARPU has declined from RMB431 (US$52)
in 1997 to RMB96 (US$12) in 2007 [42a]. This can
partially be explained by declining costs of the mobile
services but largely the growth in low-use subscribers
who use pre-paid services mode account for this
decline. Around 67 percent of China Mobile’s total
subscribers are on prepaid plans [42a].

Preference and adoption of prepaid mechanism can
be explained by several factors. In low income
segments it allows users better control over their
spending. As prepaid users do not have to register their
address with the operator it extends more privacy to
the user than with subscription plans [14,17]. Pre-paid
services are also favored by China’s Telecom
operators because of market and procedural
irregularities associated with the back-end-billing or
post-paid payments [14]. The monetary and banking
sector is not yet established in its transaction
regulations and their implementation [39]. As a
consequence post-paid strategy has caused operators
loses from unpaid bills [17]. Back-end billing and
collection systems are evolving, and all stakeholders
are in the process of learning and adoption of various
payment mechanisms.

The mobile communications diffusion impacts
several other industries too. It is pressurizing banking
sector to expedite reform and develop new and
efficient mechanisms to meet user and industry’s
demand. Most consumers do not own or use credit or
debit cards and China continues to be largely a cash
culture economy [36]. Because of this undeveloped
billing system, mobile operators are also not able to
sell third-party financial services. Even if the
technological advancement has increased operational
capacities, and lowered operational costs, banks in
China have their own individual credit and debit card



billing system [36,39]. Their transactions cannot be
routed through a centralized computer system until
systems are standardized or replaced by a collective
system. Marketing efforts to encourage customers to
switch to subscription plans and use third-party
services, have therefore achieved limited success.

4. Conclusions

It is evident that the mobile communications market
in China is undergoing reforms and expanding at a
high growth rate. Our analysis provides information
that should be helpful to mobile operators in their
general market perceptions and the growing
competitive environment in which they operate in
China. However the mobile communications industry
also faces several challenges that are negatively
affecting revenue and profits generation and has
slowed down the growth of the mobile industry. These
include market irregularities relating to illegal and
unwanted content; forced subscription of services
without users prior consent; underdeveloped billing
methods; and declining ARPU and other revenues
[31,29].

In an attempt to rectify some of the marketing
irregularities, China mobile suspended MMS licenses
of some of its operators for providing MMS services to
users without prior permission. Better policy measures
and managerial implementation can diminish such
market irregularities.

Market is consolidating where several small service
providers are either being eliminated or being merged
with larger organizations [4]. China's Mobile operators
are forming their own value-added service (VAS)
consortium to avoid dependence on the third party
content and service providers. This strategy also
displaces existing service providers and helps in
sustaining the dual oligopolistic structure of the market
where the two mobile operators, China Mobile and
China Unicom, continue to dominate the market. This
structure allows them to exercise significant
negotiating power over third-party service providers.
The Public-Private Partnership (PPP) model can
further intensify competition and extend higher user
satisfaction. It is to be noted here that findings of a
national survey undertaken by third party researchers
on a sample of 90,000 mobile users across China
showed 76 percent of total respondents were satisfied
with two large mobile operators [42 a,d, 20]but
dissatisfied with higher service charges and poor signal
quality. Introduction of competition through policy and
managerial interventions can accelerate growth in the
industry and motivate introduction of new products
and services

The 2.5G based value added service acceptance is
growing and recently China has allowed market test of
indigenous TD-SCDMA 3G standard services. These
offers higher quality graphics, richer content and
interactivity and are premium priced than the
established SMS-based services. But success of
China’s 3G policy will relate to users acceptance of
value added content and not just the drive by operators
intent to yield higher ARPU. It is also expected that
with 3Gs launch, every operator will receive license to
use European WCDMA and US CDMA. Indigenous
TD- SCDMA will no longer be the only standard
available on the market. However it is expected that
China will continue to protect its domestic standard
TD by giving it market priority for about two years.
Therefore, implementation of international 3G services
has been delayed until the Olympic games of the
summer 2008. Future success of the mobile industry
may thus depend upon balancing a combination of
factors relating to policy, management structure and
effective marketing strategies.
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