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Preface

Professor David P Mellor OBE

Chairman ITU-TDAG

Chairman UKTA

President Cable & Wireless Virtual Academy

Over the past twenty years the world has seen dramatic changes in
the way communication is performed. A pent up demand for knowledge
has been resolved as a result of digitalization of communications net-
works worldwide.

No longer in many parts of the world is communication restricted to
the chosen few and as a result of such technologies as GSM, mobility
allows contact to be maintained with people as they move from town to
town and continent to continent. It should not be assumed that all the
world has access to a telephone, computer or the Internet, indeed more
than a billion people are yet to make their first telephone call.

Dr Zeng whom I have known for over five years has explored in
detail how China is facing the challenges of change and openness subse-
quent to becoming a signatory to the WTO Agreement.

Based on his PhD research in the University of Cambridge, Dr Zeng
offers a new insight into the topic of Globalization and Competitiveness
of Telecommunications Industry. He gives the reasons why and how
China Telecom dismantled from an industry into firms and points to a
need for more reorganizations of Chinese telecom firms, which stand on
the studies of Marshall Puzzle and classification of physical network and
service network.

China is now a leading authority on Telecommunications Design and
Development and hosts the World's largest mobile telephone network.
Despite current restrictions on Foreign Investment, China has indicated
a willingness to open its doors in the near future!

The complexity of providing access to knowledge to over 1. 2 Billion
people in China, whilst at the same time maintaining control of costs of
infrastructure and labour should not be underestimated.
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The need for globally recognized Regulatory and Legal Frameworks
is key to China’s future success. In the coming years and with the
friendship of Dr Zeng, I look forward to helping these goals become a
reality. With the help of the ITU, the UKTA is committed to sharing
with China the experiences encountered by Europe when similar change
was introduced.

David P Mellor
10. 10. 2004



Contents

Part One Research Preparation

Chapterl INtroduction cccccccrcccecrttttctcicsriterectsasttscssctectcccnccane
1.1 Background D T T R T TR PP R PR PP P Y PP R PR RS

1.1.1 Technical Change in Telecommunications <sccsssseesescess
1.1.2 Growth of the Chinese Telecom Industry in Comparative

Perspective 000800 000600 000000000000 tnsssecis esseenoersessssassssrerovsenee
1.2 Core Issue and Research Goals eteeeesssreesessssnnnseenannennianae
1.3 Research Contents and Framework seessseeesevecersasnnecasocinne
1.4 CONCLUSION ++svressssrssesssesrsosssisstessssanessenntsensneassnnecssans

Chapter 2  Literature Review s---cscsseseseesscucessisisuincnsnnnee
2.1 Characteristics of Telecommunications
2.2 Globalization and Telecommunication Globalization
2.3 Economies of Scale and Natural Monopoly

eessssccsensee

esesec e

[SSI NV

..
0 O = =0 O

<19

2.3.1 Economies of Scale and Marshall Puzzle ssseseesesensocsenccccsccscees
- 24
« 25

2' 3' 2 Natural Moﬂopoly esesssssscscses et s sss s e
2.3.3 Telecoms and Natural Monopoly

2.4 Barrier and Telecommunication Regulation sseescceseeveeceenes
w34

2.5 Competitiveness and Competitive Advantage

2.6 Conclusions e-sseseesesssssssssenetttimeneanetetonasesteisssnscesoss

Chapter 3 Methodology Study

3.1  INtrodUction serssessssssssssosrnntesumnensarueeeiontsosestessntonces
3.2 Single Case and Multlple CaSES ++eeesrenssosnsrncnenssosscrstanons
3.3 Case Study of China Telecom sreeesssessecseressssessnnenannuinnee
3.4 Conclusions seeeseesesssssserereenscnieiiisetntctasinsiteannoeeriece

Part Two China Telecom— From Industry to Firm

Chapter 4 Development of the Chinese Telecom Industry ccccc-ecesecee

19

28

44

« 45

45
47
49
52

54



Globalization and Competitiveness in the Telecommunications Industry

4.1 Background «s-ee crrescessantarnconsaacsecissensssrrnsesnnrsessaresses 54
4,2 Overviews on 100-Year of History of the Chinese Telecom
INAUSETY *eeesressssreaneeteeettenittiirnereereitarsscsnnsansnannases 57
4.2.1 1900~1949 eeevee G T P 10
£.9.2 1949~ 1978 seeesesrearesrecstrenesesrnressasosscsssssanssesanssassasee (2
4.2.3 1978~ 2000 +++eveessssessassssnnatssnecsssssssassorsssssrrenesnsscsss G5
4.3 CONCLUSIONS +++oersressssessessunrseasertnnsosssrecssssssserenssossasss 74
Chapter 5 Reform and Reorganization :cceoccececroreorecessecee creeeeees 75
5.1 IntroduCtion sesstesesseccressesicsrassersscasenssesassannsasaacansansns 75
5.2 Reorganization of China Telecom «sesresseereescrcentcreciecnceess 79
5.3 Forces and Changes seecsscscvtscersarcssccsnessseseccsessssessvecsnces O]
5.4 Conclusions sesstsesesssseestesinmnniiienatintnenerensassesannsessess §7
Chapter 6 The Competitive Telecom Service Market - -ceesececeeeecees 98
6.1 Changes in Market Structure ssesssesesesecesssssssseosisssannninses 98
6.1.1 Changes in the Main Telecom Services ++rsesesessssecsesccceccncces G8
6.1.2  Changes in Market Penetration  *+s+ss e ssssessassesacsnsensesnices 103
6.2 Changes of Capabilities +=sssssssresrenesnmsiosississnssssnnenenees 107
6.3 Demand and Supply «ereeeesesesesesnesnenneaneiisroiiiniieenens 114
B.4 ConCluSIOnS +++erreressssesscssessssrrtssntesssnresessnasacnnassssencss 120

Part Three Competitive Analysis

Chapter 7 Regulation and Competition ««-++-++sereresersseessesseoncacence 122
7.1 Regulation and Deregulation «sseceeessseeenacnnsctecisoneronneee 122
7.1.1 Regulatory Framework  esccssrecsescsescessasseoconmacasonsiaccecns 122
7.1.2 Regulatory Contents =sssssssesersssssssnisnesannannnenennececenne 124
7.1.3 Reregulation ceecssreerseeseccecrencecesconcnnocancnatacississoncnrces 126
7.2 Regulation and Competition «esessssressessssesssusssssensensiaees 130
C7.2.1 Regulation and Network Competition — sesressecerorsssrcrenetosases 131
7.2.2 Tariff and ARPU  seeveeseescrsescetscsctccccnssorroscosotaccccsens 135

7.3 Competitive Analysis of Porter Model ~ seseeeererecsosonerneces 141
7.4 ConcluSiOns s++s+sseeesersorssnnesunrnncasoseossosecncasnssannanceesss 147
Chapter 8 Telecom Market Opening and Competition ~ cco«c-eoooeee 148
8.1 International COmparison se:sesessssssesssssnsnensenensncanscsnee 148
8.2 The WTO and the Opening up of the Telecom Market -+ 162
8.2.1 The WTO and the Chinese Telecom Service Market *+**** ceveeenes 162

8. 2.2 International Telecom Giants in China =®cssesesssrssersrercorsoncosoces 169
8.2.3 The WTO and the Barriers ssseseseecersoecececsecesancncrcncnniocns 172

8.3 Competitive Approach =-+++ esesesessresennenras soesranassraennre 175

I\



Contents

8.4 Conclusions 179
Chapter 9 Monopoly and the Competitive Position of China

TEleCOM v reorerersrcotssionssttercnteresarorarsaseassecnsseanes 180

9.1 Monopoly and Competition ==ssssessererereeceessiisminuieecs 180

9.2  CONClUSIONS s+eereereeseerenteneecterrerrocascassnecrecrssenssasssscesse 102

Part Four Research Summary

Chapter 10 Conclusions and Further Research ¢+ ceccecceecercceccecceees 104
10.1 INtrOdUCHION sesessseeerssessresnsnssosassssusssssnecssesasssesssnnes 194
10.1.1 Research Interest cssesesesssccsccssserssescascccecccnssonseccsncecse 194
10.1.2 Research Methodology +e*etessesssecescsscessecscnsscssasceccarnee 194
10.2 Main Conclusions and Further Study — sesseesescesceereeeeeees 106

Bibliography st tseseesesresesieseunerininioiinninnsieneiesseseserasnssnseees 202
Appendix 1 The Development Trend of Telecom Technology <+ 213
Appendix 2 The Rise and Fall of the Iridium Company ss+sscceeeeesss 222
Appendix 3 Questionnaire (1) «esesssseseessssssnneresssisseusenessicacsninss 223
Appendix 4 Questionnaire (2) «+esssseereessessesneressssssennsassssnienienn 224
Appendix 5 Index of Competitiveness ss+resssesesssssnssssssensscsininies 227
Index ceeeessssrervessrsnnnsnenenariarecnsasstessssesassssssssareccesssssnssessssss 23]



+ List of Figures

Figure 0-1 Overviews of this Book PO .
Figure 2-1 The Relationship between N and S creetcereccccercsceccees 10
Figure 2-2 Scale of Production & Scale of Increasing Returns -+« 20
Figure 2-3 Forces Driving Industry Competition(Porter Model) -+ 36
Figure 3-1 Basic Types of Designs for Case Studies sscetecessreceeees 48
Figure 3-2 Case Study of China Tekcom rs+ssssessssesssssssssnasesseases 5]
Figure 4-1 Annual Value of Telecom Fixed Assets from

1952 to 1998 (Billion RMB) sesecsssssrssrsrnsnanranseesee 59
Figure 4-2 Annual Changes of Telecom Turnover Rate (%) .

and GDP in China «s«+seesesssseesesssosnecrecisniennacincnsuces 65
Figure 4-3 Chinese Telecom Revenue as / of GDP  seeverevesnsanas 72
Figure 5-1 Structure of the MPT eereeseeesesersissisisnsinunnsnnnnanss 77
Figure 5-2 Structure Chart of the MII seeseseressseeisisiemsnnesinnenne 78
Figure 5-3 Organization of China Telecom Before 1999 «+-+ssss+2eese 81
Figure 5-4 Organization of China Telecom After 1999 sescsererereres 82
Figure 5-5 Organization of China Mobile ssesseeeereressaemanenmnenceeenes 84
Figure 5-6 Organization of China Unicom  ssereeeeressersenseeneceencee 85
Figure 57 Organization of China Netcom  sssseeseessssesanessssienneees 88
Figure 5-8 Organization of China Railcom sseseseeeesenemnneseneeeeneees 89
Figure 5-9 Telecom Regulation From the End of the

19805 t0 1993  +revsesssvsessssucssersncnsssennesenansssansanass 95
Figure 5-10 Telecom Regulation From 1994 to 1998 «sssseseeseeceaess 95
Figure 5-11 Telecom Regulation From 1998 to 2001 «esrreseseeceees 96
Figure 5-12 Telecom Regulation From 2001 to 2002 -w=seceeevsecreess 96
Figure 6-1 Increase of IP Phones in China Telecom T R (1)
Figure 6-2 Main Telecom Services in 2002  cseceeceeseecesseneenaneces 103
Figure 6-3 Traffic and Revenue of Chinese Telecom Service

SECLOr  +++srrrsesnesrnsesseeoserssanerarssannrassaeonesasaseoasee 108
Figure 6-4 Subscribers (Million) of Fixed and Mobile Phones

1998~2003 046000 000000000000 vse0c00ctss0ar PRt cssstesReRse ROt eRs 109
Figure 6-5 Three Telephone Density Rates scccrccstocresaencaneneces 111
Figure 6-6 Investment of Posts and Telecoms in Chinese Main

Telecom Service Firms sesceeesessssnsesscssnenseeesnanneesss 112



List of Figures

Figure 6-7 Increasing Status of Telephone Penetration Rate from

1949 10 2000  seevrersesrsssscsecnnrnsscecensasssssrnsensssessses 116
Figure 6-8 China Telecoms Market by Revenue +s+secessreececees 119
Figure 7-1 The ARPU of Fixed and Mobile Phones

from 2001 to 2003 crreecccrcseccsscectcrcccrnctscaesicncscceies 140
Figure 7-2  ARPU of China Mobile and China Unicom

1999~ 2001 eeeereeresrnsrnarsrsssnnssnsensssseereaansaessssenses 140
Figure 7-3 Porter Model Analysis of China Telecom = :eeseseeecresee 142
Figure 8-1 Calling of Chinese Fixed and Mobile Phone

from 2001 tO 2003 +essesererseseesetasesesseesissieiesananes 165
Figure 8-2 SWOT-Strengths  +seereresscecssnesssensssicninnisiinennnns 177
Figure 8-3 SWOT-Weakness +w+eerseeesessssesenssssssisnisnncnneinne 178
Figure 8-4 SWOT-Opportunities «-+ssseeesessssesssesssnnsssisnenaianenes 178
Figure 8-5 SWOT-Threats sreeesseesesesensessesscncssissneuinecinnnn 178
Figure 10-1 Research Procedure «:ss+ssessesesessnsesusmsenmnsiesesianses 195



List of Tables

Table 1-1 Changes of Telecom Density Rate s==++tsseereasenrecseunecacens 4
Table 2-1 Why Go International? seecercececercciniiisiiniiiiniiiinieans 14
Table 2-2 Main Cases of M&A that Happened in the Telecom

Field - R U
Table 2-3 Coryparlson of Incumbent and Entrant

Monthly Costs Per Loop st++ssteesseesscsnsrsennesarrannnnne 29
Table 2-4 Analysis of the Structure of SWOT  creeeeeeceereceniciaans 38
Table 2-5 Competitive Description of Three Institutions ««ssseeee 41
Table 4-1 Events in the Chinese Telecom Industry

before PRC seeseeseesssrsenseiereecencnernssessssssesssssessesesss §]
Table 4-2 Events in the Chinese Telecom Industry

from 1950 t0 1978 +eeeseeeesersensensusssesssssencsscsccessaansens 64
Table 4-3 The Developing Subscribers Situation — «ssssseseresssecsencs 7]
Table 4-4 The Telecommunication Ability and Level
Table 4-5 Events in the Chinese Telecom Industry since 1978 «««:- 72
Table 5-1 The Coverage of Southern China Telecom and Northern

China Telecom +eeeesersensrssrssmesrsaseiesinseeseeseeseesenses 90
Table 6-1 Operation of the Telecom Service Market in

China in 2000 +esesesesserssssessssocssassessssosssssssscassnssennss O8
Table 6-2 Operations of the Telecom Service Market in

Chinga in 2002 seeseeeessersnsssrererasssssesssssssssssscsssssasesss G0
Table 6-3 Changes in the Chinese Mobile Situation in 1999  ««+«.- 104
Table 6-4 Markets Shares of the Leading Chinese Telecom
Table 6-5 Telecom Operation Revenue in Chinese Service

SeCtOrS R RN 107
Table 6-6 Basic Indicators of Main Chinese Telecom Service

Firms in 2001 ceeesevessessenesssssensssvcesensrsssessesensenses 109
Table 6-7 Capabilities of China Telecom from 1998 to 2001 ««+e- 112
Table 6-8 Subscriber Satisfaction Index to Chinese

Telecom Service Firms  ecceeseecessessesseecensrecansecseness 113
Table 6-9 Development of Chinese Telephones <+s<ssereeereceaceeciee 115



List of Tables

Table 6-10

Table 7-1

Table 7-2

Table 7-3
Table 8-1

Table 8-2
Table 8-3
Table 8-4
Table 8-5
Table 8-6
Table 8-7
Table 8-8
Table 8-9
Table 8-10

Table 8-11
Table 8-12
Table 8-13
Table 8-14

Table 8-15

Telecom Services Penetration of Some Countries
Comparing Data of the Local Tariff of Some

- 116

Countries in 2000 seseseseesssotestacesstsctscrsoscrseccsoncscaces

Mobile Tariffs in Some Countries and
Areas in 2000 cseesevcesences

China Telecom ARPU and Global ARPU

International Comparisons in Telecom

137

- 137
- 139

Service Consurnption e seeees 000000 esscssssssssses et sun et en
International Comparisons in Telecom Tariffs «esseeeeeees

International Comparisons in Telecom Investment
Telecom Investment Proportion in GDP
Telecom Investment Proportion in 2000
The Main Large Telecom Companies in the World
Comparison of Turnover per Employee
Comparison of Profit per Employee

Comparison of Capital per Employee

oooooo

149
151
153

- 154

secsv e

155

- 156
- 158
- 159
+ 159

Comparison between China Telecom and International

Telecom Firms  «seeesoeesesesesessenssesaaasesrsnsassssesscsces

- 162
- 163
- 164

Catching-up Years for China Telecom
The Schedule of China Entering WTO
Basic Telecom Index of AIC Countries
Telecom Market Opening Schedule After
China Entered the WTQ seeerevesescecsens

159

- 166

Analysis of SWOT to China Telecom seeesesserescrecerces

176



Part One Research Preparation

Part One outlines the research preparation and it includes three
chapters. Chapter 1 explains the research objectives and the procedures.
Chapter 2 comprises the literature review, focusing on the research topics
to investigate the concepts and theories concerning telecommunications,
natural monopoly, regulation, telecom globalisation and competitiveness.
Chapter 3 examines the methodology of case study, compares the
different functions of single and multiple case studies, and then justifies
why a single case study was selected for this research.

“It is true that China can get technology and funds through join-
ing the WTO, but market competition will intensify too” (Mundell,
1999



-Chapter 1 Introduction

1.1 Background

The motivation of this research is to study the competitiveness of China
Telecom ® at the point at which China has entered the World Trade Organiza-
tion (WTO) and opened up its telecom service markets. The research selected
China Telecom as a single case study to see how China Telecom changed from
an industry into firms, which can show Chinese telecoms reform and reorgan-
ization of China Telecom in 1999 and 2002 in order to understand the develop-
ment of the firms and the market.

Economic globalization is driving telecommunication globalization
(Zhang, 2000). The tendency of telecommunication deregulation®has
attracted increasing attention because of the appllcatlon of the Basic
(WTO/GATS) Telecommunications Agreement‘ and rapid change in
telecommunication technology.

The telecom industry has undergone a fundamental shift from an engi-
" neering - dominated sector to one that is commercially oriented, with high
resilience to cycles of growth and recession (Sarker, 1999; Kramer, 1993).
Telecommunication has now been transformed from a public utility into a
competitive industry that should be run commercially (Wang, 1998). The
topic of competitiveness in the telecom industry has become significant to aca-
demic researchers, policy makers, and industrial businessmen.

1.1.1 Technical Change in Telecommunications

Technological change is creating a borderless world of cyberspace.

@ China Telecom monopolized 95% of the Chinese telecom service market until
1999.

@ Deregulation is a sub-set of regulation, and is defined as the reduction in the
level of regulation.

@ The WTO has begun to implement, under the general agreement of opening
up the global market for services, an agreement to create competitive markets for tele-
com services. The basic agreement is contained in the 4" Protocol of the General

Agreement on Trade in Services.

2
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Louis Tanguay®,put forth his main ideas in  The Future of the Tele-
communications Industry’ at the beginning of the new century as
follows: .

“So those are characteristics that I see in the communications indus-
try of the early 21% century :

o The complete blurring of the old and familiar lines between
television , telephone and computer networks and industries;

* A new competitive industry model which will be akin to today's
computer industry, with a very different, though still unclear
pricing and investment model ;

o Anindustry where technology will be the enabler , but market-
ing and customer service will be the driver;

o A seamless, multiplayer web of interoperable and interconnected
networks , an internet with both wire line & wireless dimensions, with
thousands of practical applications accessible by dozens of dif ferent
devices ;

o Global networks which will be based primarily on broadband
fiber optic technology and internet protocol packet-switching;

e Highly intelligent , power ful networks and devices driven by
molecular computers;

o Networks which will allow the realization of true personal
communications s allowing access anytime and anywhere” (Tanguay,
2000, p. 1.

The telecommunication technology of the 21* century cannot reap
without sowing and it should grow on the foundation of the communica-
tion technology development of the 20™ century®. Technology and com-
petition push forward the telecommunication industry (Zhu, 2000).
With the development of IT technology, digitalization has permeated
into telecommunications, computers and entertainment. Global integra-
tion in the telecoms field results from the convergence of telecom tech-
nologies. The creation of open and competitive markets for teleco -
mmunications in the last two decades of the 20™ century is taking place
at the same time as the convergence of audio-visual data and media tech-

nologies. Computers can be used to develop telephones, whilst TV can

©® Louis Tanguay, president and chief operating of Bell Canada.

@® See: Appendix 1; The Development Trend of Telecommunications Technolo-

gy.
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be used to browse the Internet; the mobile phone can be used to inquire
about stock prices; a simple network terminal can be used to download a
CD; and E-shopping has arrived. Software companies can provide tele-
communications services, entertainment companies can provide Internet
services while telecommunications companies can engage in bank serv-
ices and wholesale and retail in other business. Broadband technology
makes it possible for subscribers to accomplish the transmission of data
and audio-visual signals via the Internet conveniently and at lower costs.

Global integration makes the digital divide between the rich and the
poor wider. According to the data from the Fifth Conference of Telecom
Minister of APEC in May, 2002, more than one billion people in the
world had not even touched a telephone, but 62% of fixed lines and
84 % of mobile phones were found within twenty-three developed coun-
tries whosh population occupies 15% of the world in 2000®. A senior
officer of the MII of China said: “The digital divide is growing in the
world. Developing Chinese telecom industries and strengthening Chi-
nese telecom firms’ competitiveness is a choice that China must make”
(Zhang, 2002).

1.1.2 Growth of the Chinese Telecom Industry in Comparative

Perspective

China’s telecommunication industry® has developed enormously

over the past decade compared to other countries (Table 1-1).

Table 1-1 Changes of Telecom Density Rate®

TDR TDR Rank Rank Change
Country . . . .
in 2000 in 1990 in 2000 in 1990 (+/—)
China 17.8% 0.6% 95 159 +64
Vietnam 4.2% 0.1% 141 189 +48
Botswana 21.6% 2.1% 91 129 +38

©® The data can also be seen in Network Communication Market, Volume 6,
2002.

® The Chinese telecom industry mainly refers to the Chinese telecom' service
sector in this research. The data of China here is from China Telecom.,

@® Fixed lines and mobile phones are considered together here and this table
shows the obvious changes of countries in the world from 1990 to 2000. The Chinese
telecom service market mainly refers to fixed lines and mobiles in this research, TDR

here refers to Telecom Density Rate.
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g®

Country ' TDR TDR Rank Rank Change

in 2000 in 1990 in 2000 in 1990 (+/=)
Salvador 21.8% 2.4% : 90 125 +35
Jamaica 34.1% 4.5% 71 106 +35
Hungary 67.4% 9.6% 43 78 +35
Mauritius 38.6% 5.4% 67 100 +33
Philippines 12.4% 1.0% 112 143 +31
Morocco 13.3% 1.6% 107 136 +29
Paraguay 20.7% 2.7% 92 120 +28
Cambodia 1.2% 0.0% 167 194 +27
Poland 45.6% 8.6% 60 85 +25
Armenia 15.6% 15.7% 102 60 —42
Iraq 2.9% 3.9% 149 109 —40
Tajikistan 3.6% 4.5% 143 105 —38
Kirghizia 7.9% 7.2% 125 90 —35
Angola 0.2% 0.8% 177 146 —31
Libya 0.2% 0.4% 190 162 —28
Canada 96.1% 58.6% 33 6 —27
Turkmenistan 8.4% 6.0% 123 97 —26
Cuba 4.4% 3.1% 140 115 —25
Ukraine 22.7% 13.6% 87 66 —21

Source: ITU®

From Table 1-1, we can see that the Chinese telecom density rate
was 0. 6% and the rank was one hundred and fifty-ninth in the world in
1990. It rose to 17. 8% and ranked ninety-fifth respectively in 2000, and
the rank increased by sixty-four and China became the country with the
fast increasing telecom development in the world.

The Chinese telecommunication market is attractive and the global
telecom giants are interested in this potential market. The percentage of
numler of principal line® will increase from 17. 8% in 2000 to 38% in
2010 (Wei, 2000). One industry expert has observed that the huge poten-

©® See The Telecom World , Volume 6, 2002, p. 3.

® Numbers of practical telecom lines contacting subscribers.



Globalisation and Competitiveness in the Telecommunications Industry

tial Chinese telecom market attracts all the international telecommunica-
tion firms. The Asian market, especially the Chinese telecom market is
the main part of future development markets of BT (Aubrey, 1999).
The report entitled “ The Telecommunication Market and Strategies in
China” by Pyramid Research Canibridge also gave the following results
mainly about China Telecom:

“China is not just famous for its Great Wall. Over 30 000 new
principal lines are added to China’s fizxed-line network every day. The
priority position of telecommunications will mean that China will add
over 1% penetration annually by the year 2003, outstripping most of
the rest of developing Asia.”®

The opening of China’s telecommunication market that has occurred
to date is a direct result of the country’s desire for WTO membership
(Zhang and Peng, 2000). China has been a WTO member since 2001
and it has to open up its full telecommunication markets. Does China
recognize the need to prepare for the inevitable arrival of global competi-
tors? Without the support of preferential policies from the government,
can China Telecom develop rapidly and be competitive? Through the use
of a case study, the ability of China Telecom to withstand the competi-
tive threats within the WTO could be evaluated.

1.2 Core Issue and Research Goals

On the basis of the preceding arguments, the core issue of this re-
search is: under the circumstance of globalization, can China Telecom
compete?

The objectives of this research are designed as follows:

* To describe the development of the Chinese telecom industry and
to investigate the reorganization of China Telecom, looking at the forces
that push China Telecom forward.

+ To analyse the changes in the Chinese telecom service market in
order to understand the competitive capabilities of China Telecom after
the opening-up of the Chinese telecom service market.

» To compare the competive situation between China Telecom and

the global telecom giants to see if China Telecom has competitiveness
within the WTO,

©@ Pyramid Research, 1999.



