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1. The manufacture capability in China

In China, CE products usually means the electronic and information devices that for the use of individuals and homes, including products from color TV, personal computer, mobile phone, digital appliances, video player(VCR) to home Hi-Fi, but not including traditional home appliances such as washing machines, refrigerators and air-conditioners.

If we look at the output volume, it is obvious that China has already become the world largest manufacturer and processing base for CE products. 

Chart 1.  Output volume of CE products in Year 2004 and first half of Year 2005

	No.
	Products Catalogue
	2004
	2005 (Jan.- Jun.)

	1
	Color TV
	76.73 million
	39.406 million

	2
	Personal Computer
	45.124 million
	35.655 million

	3
	Mobile Phone
	245.876 million
	138.167 million

	4
	Video Player
	84.6 million
	

	5
	Digital Camera
	24 million
	13 million

	6
	Home Hi-Fi
	45.179 million
	21.132 million


The above figures shows both the production volume and the value of CE products in China has grown to a higher level, and attracted world major CE manufacturers to invest. What makes this happen?  We believe there are four reasons behind:

1) Cheap but capable work force.

2 –3 million young undergraduates with an average monthly salary RMB 1500 – 2000 (about US$ 200 – 300) provides an abundant labor force for both Chinese and international companies.

2) Long term stable economic development in China brings confidence to international investors or companies that their targeted business goals can be easily achieved in China market.

3) A series of preferential policies launched and applied by the Chinese government to encourage international companies’ to invest in China.

4) China provides a huge potential market, which is a key element that interested  international investors.

2. Factors of China’s present CE market

With over 1.3 billion population, and over 300 – 400 million households, China provides the world largest consuming population and the huge potential market for CE products. Especially, in recent years with the continuous fast economic growth and the gradual improvement of people’s living standard as well as the increase of people’s income, there is the tendency that this potentiality is shifting to the actual purchase power, and this trend is expected to grow at an annual rate of 4%-5% in the next few years. 

The statistics of CE products sales market in year 2004 is as follows:

	No.
	Product Catalogue
	2004

	1
	Color TV
	77.098 million

	2
	Personal Computer
	44.56 million

	3
	Mobile Phone
	230.37 million

	4
	Video Player
	18.12 million

	5
	Digital Camera
	2.648 million

	6
	Home Hi-Fi
	44.68 million


The above figures shows that China has grown to be the world No.2 consumer electronics market following U.S., and it is predicted that with its further development in another two years, China will surpass U.S. becoming the largest CE market in the world.

3. Chinese government’s support to growing CE industry

Nowadays, the government’s priority focuses on how to continuously improve people’s living quality. Providing better quality and wide choice of CE products serves the government’s advocates. In the past decade, the Chinese government attached great importance to the development of CE industry by placing favorable policies, actively encouraging Chinese companies to invest more capital and effort in new technology research and development and supporting the leading Chinese companies to build up their own Brand names by participating in international competition. Haier, TCL, Lenovo and some other brands has become competitive in international market.

4. Challenges faced by China CE industry

Though China is one of the largest manufacturer and process base of CE products, in general it is yet a strong power in the industry due to the fact that:

1) Most of Chinese companies do not possess self-developed intellectual property rights and the core technologies of some CE products.

2) Most of products manufactured in China are from OEM orders by international companies for export, leaving a slim profit margin for Chinese manufacturers. 

3) Fewer world-class Chinese Brand names 

We understand it will take a long time to solve these three problems. However, we firmly believe that with the further development of China’s economy, these problems can be solved to make China a world power in CE industry. 
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