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Succeeding in China - the Challenge of Early Entry 
 
Overview 
 
“…Successful market entry in China hinges on identifying emerging niches to 
gain early entry advantage” 
 
The world’s sixth largest economy is now the world’s fastest growing consumer market. From a 
low-cost production base, China has become an important consumer goods market both 
regionally and globally, fuelling demand for products and services from neighbouring Asian 
nations, North America and Europe. While its factories drive global prices for commodities like 
oil and steel, Chinese consumers are commanding more attention from the global producers 
of mobile phones, computers, cigarettes, cosmetics, luxury fashion-wear, wine and cars. 
 
Despite the vast consumer market opportunities that China presents, there are more stories of 
business failures than successes. Some evidence suggests that breakeven periods in China 
are much longer than the global average. 40 to 50 per cent of American companies that 
have been in the Chinese market for three years are still not making profits1.  
 
Many foreign entrants rush into China with “me-too” strategies, attacking markets which are 
already intensely competitive and where supply often exceeds demand – guaranteeing a 
hard struggle ahead just to break even. The most profitable opportunities, however, lie in 
identifying emerging niches to gain early entry advantage.  
 
Consumerism – China’s New Driving Force 
 
"We will improve the consumer environment, expand consumer spending and gradually 
increase the proportion of consumption in our GDP."  
 

Ma Kai, Minister in charge of China’s State Development and Reform Commission, March 20042 
 
 
Consumer spending is a key driver of China’s economy. In 2002, household consumption 
alone contributed 47 per cent to GDP, outweighing investments at 39 per cent and net 
exports at 2.5 per cent. Between 1997 and 2004, the Chinese government’s data for retail 
sales growth has remained within a band of 8.8 to 10.7 per cent annually - a staggering 
testament to consumer confidence.  
 
How sustainable is this booming level of consumption? Concerns about the “over-heating” of 
China’s economy surfaced last year and have fuelled misguided speculation that economic 
growth and consumer confidence will soon come tumbling down. 
 
In mid-2004, China’s GDP growth hit 9.7 per cent3. Inflation rocketed from 0.93 percent in 2003 
to 5.4 percent in August 20044. In response, the Chinese government engineered a slight 
slowdown in growth by tightening the supply of credit. 
 

                                                 
1 American chamber of Commerce, Survey of 253 US Companies, Mc Kinsey Analysis- 2003  
2 Xinhua, 6th Mar 2004 
3 Economist 13th May 2004 

4 BBC News- August 2004. 
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Although the government’s measures have begun to take effect5, this has not dampened 
consumer spending. Retail sales grew by 10.7 per cent (Q1’04), 15 per cent (Q2’04) and 13.5 
per cent (Q3’04) this year.  

 
 
China is currently the world’s largest mobile phone market6 and has overtaken the US as the 
world’s largest beer market7. China is the third largest market for advertising in the world8, the 
fourth largest market for gold (consuming 235 tons) and the world’s biggest market for 
platinum9. In 2002, China accounted for 34.8 per cent of global cigarette consumption10. 
China’s global ranking in all of these categories exceeds its sixth place position in global GDP 
rankings11. 

With the rise of the Chinese spending power, many product markets in China have achieved 
growth rates far in excess of global averages. China’s mobile phone market, for instance, has 
increased its global share from 7.5 per cent in 1998 to over 20 per cent in 200412. In 2003, 
residential properties grew 43.9 per cent and car sales 77.1 per cent13.  

However China’s confident consumers are magnets for global and local suppliers, leading to 
overcrowding in many of the more mature consumer business spaces. 

Fuelled by the retail boom in the last few years, China now hosts 70 per cent of the world’s 50 
largest retail chains such as Ikea, Wal-Mart and Carrefour14.  Local companies have also 
entered the fray. In computer and IT retailing, Lenovo has established over 2,000 branded 
“1+1” retail outlets, posing stiff competition to other aspiring IT retail players.  In the four years 
from 2000 to 2003, Chinese companies like TCL, Bird and Amoi have given foreign mobile 
handset makers a run for their money, increasing their collective market share from zero to 
almost 50%15. 

                                                 
5 Bloomberg News, 14th October 2004. 

6 “Telecoms and Technology Forecast” Economist Intelligence Unit- Executive Briefing, 1st April 2004 

7 Consensus of various published sources; production is estimated at approximately 25 million tones a year 

8 Advertising Research Foundation, 7th Sept 2004. China’s advertising market is estimated to be worth around USD$ 10 billion. 

9 Comtex Global News, 11th Dec 2004 
10 Ibid. 

11 In other categories China’s global ranking is still below sixth place. For example, some analysts believe China to be the 8th largest cosmetics markets in the world in US dollar terms. 
China’s global ranking in categories like pharmaceuticals and automotives in US dollar terms would be far below 6th place. 

12 Inside the new China, Fortune Magazine October 2004. 

13 Consumer China 2004, 10th Edition, Euromonitor International 

14  Xinhua News Agency, 1st November 2004 

15 Businessweek International edition, 8th November 2004.     
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Increased competition has led to overcapacity and falling prices in many product 
categories. Overcapacity reached 30 per cent in the electronics and home appliances16 
with prices falling by 10 to15 per cent annually17. Similarly, the automotive industry saw a 7 per 
cent drop in prices last year and is expected to see a further 10 per cent drop this year18.  

The beer industry provides what is perhaps the best-known example of foreign business failure 
in the China market. In the early 1990s, many multi-national beer producers rushed into the 
China market only to be frustrated by the abundance of cheap, well-established and well-
distributed Chinese beer brands. Carlsberg famously lost US$ 20 million in two years before 
selling its Shanghai plant to local beer producer Tsingtao in 2000.19 

Many mainstream product markets in China are now crowded with strong foreign and local 
competitors, presenting new entrants with barriers to entry and the possibility of destructive 
price wars. It is thus crucial to identify markets at an early stage of the growth curve when the 
playing field is not crowded. China’s large, diverse and increasingly prosperous population 
offers many such possibilities. We shall first examine emerging customer segments followed by 
the emerging product markets that hold out such opportunities. 

Emerging Customer Segments 

Consumer preferences in China are rapidly evolving from basic needs to 
sophisticated wants. This transformation is continually creating new market 
spaces that were insignificant a few years ago. 
 
 
‘Nouveau-riche’ consumers as trend-setters 
 
China is seeing the rise of an individualistic, financially independent and “free-spending” 
segment of consumers – a departure from the past dominance of tight-fisted, ‘value-for-
money’ shoppers. Rapid economic growth has turned many entrepreneurs into ‘overnight 
millionaires’ while international firms operating in China have developed a cadre of well-paid 
Chinese managers. These affluent consumers have high self-awareness and are receptive to 
new concepts and products. Having travelled overseas, they are also more knowledgeable 
about foreign tastes, habits and lifestyle trends. 
 
Recognising this market potential, luxury brands like Armani, Bvlgari, Gucci, Christian Dior, 
Chanel and Ferrari are rolling out big plans for the Chinese market. Armani intends to have 38 
outlets in China by 200820. Louis Vuitton describes China as its fourth biggest market by sales 
while Prada will invest US$ 40 million in China in 2004-2005 with plans to add seven new stores 
in 2004, bringing the total to 1521. Adrian Hallmark, board member of luxury car maker 
Bentley, considers China to be so important that four of its seven Bentley premium stretch 

                                                 
16 Businessweek International edition, 8th November 2004.     

17 Chen Kaixun, vice-president of Hisense Electric Co. Ltd. Quoted in Businessweek International edition, 8th November 2004.     
18 Businessweek International edition, 8th November 2004.     
19 Various trade sources including CNN, industry press releases and realbeer.com 

20  Washington Post, 12th July 2004 
21 The Economist, 19th June 2004 
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limos ever sold in the world are in China22. Bentley made 10 per cent of its global sales in 
China in 2003 and expects China sales to grow by 70 to 80 per cent by the end of 2004.23  
 
Being early adopters, the “nouveau-riche” hold the power to define consumer trends in 
China. Many niche, premium market categories have mushroomed to cater to this segment, 
such as grooming schools, plastic surgery and luxury interior design.   
 
 
China’s emerging urban strongholds – the 2nd and 3rd tier cities 
 
China currently has some 100 urban and semi-urban locations, including:  
 

 16 cities with per-capita income of above RMB25,000 (US$3,000), classified here as 
Tier-124 

 21 cities with per-capita income of RMB15,000-25,000 (US$1,800-3,000), Tier-2; and  
 40 cities with per-capita income of RMB5,000-15,000 (US$600-1,800), Tier-3. 

 
By the end of 2005, 40 per cent of China’s population are expected to live in urban areas. As 
villagers become urbanized, Tier-3 cities will leap into Tier-2, and Tier-2 cities will evolve into 
large metropolises.  
 
With the maturity in Tier-1 cities and the growth opportunities elsewhere, Tier-2 cities have 
become attractive for business expansion. The retail sector was among the first to venture 
into these cities. Thanks to WTO accession, China liberalized its restrictions on foreign 
ownership of retail outlets in 2004. Hence, retailers like Walmart, and Carrefour are 
increasingly looking beyond the Tier-1 cities for growth opportunities. Echoing this trend, 
Ogilvy Mather bought a controlling share in Fujian Effort, a local advertising agency whose 
work is concentrated in Tier 2 Cities25.  
 
Most of today’s high-income Tier 1 cities are situated in the southern provinces of Guangdong 
and Fujian as well as in the Yangtze delta zone, not far from Shanghai. In 2002, the GDP per 
capita of Shenzhen, Xiamen, Guangzhou, Shanghai, Wuxi and Suzhou ranged from about 
RMB 43,000 (Shenzhen) to RMB 30,000 (Suzhou). However many of the rising Tier 2 and 3 cities 
are located in the inland and western regions of China, particularly in those cities whose GDP 
per capita is now between RMB10,000 and 20,000 like Chengdu, Wuhan, X’ian, Panzihua, 
Zhengzhou and Urumqi.26 
 
Situated in the Western province of Sichuan, Chengdu is a perfect illustration of economic 
prosperity spreading westward. The province has seen the influx of 88 of the Global Fortune 
500 corporations27. Chengdu has seen GDP growth of about 13 per cent in recent years – well 
ahead of the nationwide average of 8 to 9 per cent.28 The city has begun to attract large 
investments from both Chinese and Western corporations. Intel recently pumped in $270 
million, which, according to the government, has been the single largest investment in the 

                                                 
22 Reuters News, 9th June 2004 
23 Ibid 

24 Tier classifications are Spire’s, based on per capita income levels as revealed in China government data. The definitions of Tiers differ from the China government’s official definitions 

and those commonly used by marketers in which, for example, only Beijing, Shanghai and Guangzhou are commonly referred to as Tier-1 cities. 
25 Ogilivi Mather buys stake in Fuzhou Ad Agency, China Business Strategy, 17th June 2004 
26 China government statistics, as compiled by Spire 

27 Agence France Presse, 4th October 2004 
28 Ibid 
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region. Ikea has short-listed the city for an investment of some $40-80 million. French retailer 
Carrefour is also planning to open an outlet by early 200529.  
 
Wuhan, in central China’s Hubei province, is another city with untapped potential. Wealthy 
by inland standards, Wuhan benefits from its strong transport network and connectivity to 
China’s major markets. Carrefour has already established three outlets in the city.   
 
 
The rise of prosperous rural consumers 
 
Forming 65 per cent of the China’s population 30 , China’s rural residents represent a 
staggering 13.5 per cent of the world’s population.   
 
In the 1990s rural per-capita income growth fell from double-digits in 1995-96 to nearly zero in 
199831. However, the trend now appears to be reversing. The cash income of rural residents in 
the first quarter of 2004 grew by 9.2 per cent32 and rural private consumption is expected to 
grow at a steady rate of about 7 per cent from 200533.  
 
Government benefits such as tax reduction, strengthened land rights and farmer subsidies 
have boosted income levels from RMB114 in 1978 to RMB2,400 in 200334. The government of 
President Hu Jintao is expected to place more emphasis on the rural sector compared with 
his predecessor Jiang Zemin. Hence this trend will probably be sustained into the mid-term. 
 
With higher incomes, farmers have gained greater access to consumer goods and services 
previously out of their reach. As a floating population of several hundred million people 
moving from villages to cities seasonally in search of work, consumerist influences from the 
cities naturally follows.  Consumer trends in rural China will come to mirror those in urban 
China – with a strong undercurrent of price sensitivity - making it ideal for expansion of 
products and services that have already established a foothold in the cities. 
 
A report published by the Hebei University of Economics and Trade, and University of Guelph, 
argues that the consumption profile of Chinese peasants has changed from the level of 
“poverty” and “adequate food and clothing” towards the level of “well-to-do.” Food, 
clothing, and household goods topped the list of rural spending priorities in 1978.  In 1998, 
education and recreation moved up the priority list, just after food and housing35, pointing to 
rural China’s growing interest in non-essential items as their basic needs are met.  
 
 
 
 
 
 
 
 

                                                 
29 Business Weekly, 6th September 2004. 
30 World Urbanization Prospects: The 2003 Revision Population Database-United Nations 2003  

31 China National Bureau of Statistics, April 2004.  

32 Is consumption the next big thing?,  Economist Intelligence Unit, 5th Aug 2004 

33 Ibid 

34 From China Daily 29th December , 2003 
35 Evolution of Rural consumption Patterns in China, Volume 46, 2000 
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Emerging Market Hotspots: Trends and Indicators 
 
In China, product categories like home appliances, consumer electronics and IT products 
and services have already made a good start along the product maturity curve.   
 
Products per 100 urban households 2002 2004 

Colour Television  126.4  - 

Mobile phone 63  - 

Air-Conditioner 51.1  - 

Camera 44  

Oven 30.9  - 

Personal Computer 20 - 

Video Recorder 18.4  - 

Credit card*  18 (2003)* 22* 

Internet users** 6.1 (2003)** 9.2** 

Automobile  0.9  - 

* Per hundred of urban population 
** Per hundred of total population 
Source: China Statistical Yearbook 2004 and Spire analysis of published data 
from various Government and private sources 
 
However, even in these categories, there are big gaps between customer segments.  Mobile 
phone penetration, for example, is 63 per cent for urban consumers but only around 25 per 
cent for the country as a whole. There are also other categories, like credit cards and 
automotives, where product expansion is in its infancy.  
 
Clearly, many less mature categories and segments in China present huge, ready markets to 
be tapped on. We discuss a few of these categories below. 
 

  Tourism 
 
Chinese consumers are taking to vacations with the same enthusiasm shown for computers 
and mobile phones. The World Travel and Tourism Council reports that China’s travel market 
has grown at the phenomenal rate of 21.7 per cent in 2004. It also forecasts that the industry 
will grow at 7 to 8 per cent in the long term. Both local and international tourist destinations 
are wooing these potential consumers. 
 
International tourism: Europe is no.1 vacation spot, Korea is rising 
 
In 2002, outbound tourists from China outnumbered those from Japan for the first time 36.  
 
The number of Chinese tourists who travelled abroad in 2003 is estimated to be 20 million – a 
22 per cent leap from the previous year, placing China among the world’s top 10 outbound 
tourist nations. The numbers surged to 16 million in the first seven months of 2004, a 63.7 per 

                                                 
36 World Tourism Organization 
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cent rise over the same period of last year 37 . The World Tourism Organization expects 
outbound tourists to grow to 100 million by 202038.  
 
In China, travelling abroad is considered to be a signifier of having ‘arrived in life’. Not only 
are more Chinese crossing the borders of China, they are also spending more. The culture of 
buying gifts for family and friends makes them great holiday spenders. In 2004, the average 
Chinese tourist who visited Europe – China’s favourite overseas destination – spent between 
US$2,000 and US$3,000. 
  
Tourism authorities worldwide are queuing up for the Chinese government’s “approved 
destination” status to allow domestic agencies to organize package tours to their countries. 
Beijing recently signed an Authorized Destination Status accord with the European Union (EU) 
allowing Chinese tourists to travel to 22 EU states on visas. 28 other countries including 
Thailand, Malaysia, Singapore, New Zealand, Australia and Japan have made similar 
arrangements39. 
 
Tapping into China’s passion for Korean television programs, South Korean tourism authorities 
have launched a special tour package that visits shooting locations and production centres 
for popular television series. According to a Korean official, over 60,000 Chinese tourists are 
expected to have visited South Korea by the end of 2004.  
 
New airline routes have also been started to respond to this increasing demand. In June 2004, 
a partnership between Air France and China Southern inaugurated a route from Guangzhou 
to Paris40. In the same month, United Airlines launched a non-stop flight from Chicago to 
Shanghai41. Asian budget carrier Air Asia is also making plans to launch flights to China. 
 
The boom in outbound tourism from China may create opportunities for marketers in related 
areas like photography. Europe is a favourite tourist destination for the Chinese and this may 
stimulate niche markets like European-style fashion wear and European-themed retail and 
fine dining within China itself. Telco carriers may see opportunities in selling or leasing CDMA 
handsets – compatible with Japanese and Korean telecom systems – to Chinese tourists 
visiting these two countries. 
 
Domestic tourism: Budget travel a hit with the mass market 
 
The excitement in the tourism sector is not limited to international travel. 900 million Chinese 
(three out of every four) travelled domestically in 200342.  Local governments are promoting 
the western region and the Silk Route as major tourist attractions to domestic Chinese tourists, 
which helped western China achieve tourism revenues of US$20 billion in 2003, one third of 
the country’s total43. 
 
Domestic tourism among the Chinese has boosted the budget-airline industry. Singapore-
listed A-Sonic Aerospace has teamed up with a Chinese travel agency and a Hong Kong-

                                                 
37 National Tourism Administration- 2004. 

38 Financial times, 4th Sept 2004 

39 China Business Daily, Oct 2004. 
40Business Daily Update, China Daily Information Company, 29th June 2004. 

41 PR Newswire Association LLC, 30th June 2004 

42 National Tourism Administration, 2003 
43 Xinhua's China Economic Information Service, 13th September 2004.  
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based consumer finance firm to seek approval to launch a new budget airline for China. It 
plans to be profitable within 18 months and is predicting air-traffic growth of 8 per cent. 
 
The value-for-money concept has also been extended to the hospitality industry with the rise 
of hotels catering to budget-conscious middle-class tourists. Jinjiang Inns, a budget hotel 
company that currently has 33 outlets, is planning to expand to 200 outlets by the end 200544. 
Other international players like US-based Cendant Hotel Group and international hotel giant 
Accor have also entered the market. 
 

  Wine 
 
In Chinese society where food is highly valued45, an increasing preference for wine46 is 
making itself felt.  
 
From 1994 to 2000, while global wine output increased by 6.5 per cent, wine consumption in 
China increased by a robust 61.8 per cent47. Between 2001and 2003, China’s demand for 
wine grew at an average rate of 10 per cent each year48. Currently, China’s per capita wine 
consumption of 0.5 litres a year is well below the world’s annual average of 7.5 litres49, 
underlining the market’s growth potential. Tariffs on imported wines will soon be cut in line 
with WTO requirements, providing a further boost.   
 
China’s booming wine market has attracted many investors. Among these is Macro-Link 
Holdings, which acquired the renowned wine producer, Tonghua Grape Wine. Following suit, 
France's largest wine-and-spirit producer and retailer, Les Grand Chais de France, has 
announced the launch of its JP Chenet range in China50. 
 
In 2003, the main consumers of wine in China were in the age category of 35-44, while those 
who consumed the least were in the above 55 age group51. This suggests that the growing 
wine market may be a “nouveau-riche” phenomenon. These young consumers are likely to 
spur wine sales for many years to come. 
 
Domestic brands control over 90 per cent of the wine market. An example of a wine sub-
category dominated by local producers is the Ning Xia Hong, a wolfberry wine with 
perceived health benefits stemming from the wolfberry’s antioxidant properties. This wine is 
gaining popularity52 among consumers who are gradually becoming health conscious. “The 
wolfberry festival attracts many business people and we hope that they will spread the word 
about other investment opportunities in Ningxia”53, said a Ningxia province official.  
 
Despite this local dominance, the youthfulness of Chinese wine consumers and the rise of the 
nouveau-riche segment may be good news for foreign producers looking for a premium play. 
Alexandre Remy, manager of the Society for the Promotion of French Food Products and 
Beverages’ (Sopexa) Beijing office, feels that market share numbers might not imply that 

                                                 
44 China Daily Information Company, 24th June 2004 

45 Economic Intelligence Unit, 3rd February 2003 

46 Xinhua Financial Network (XFN) News, 12th July 2004 
47 The China Daily, 30th September 2004 

48 Wine in China to 2008, Market Research.com, 29th July 2004 

49 The China Daily, 30th September 2004 

50 Ibid 

51 Wine in China to 2008, Market Research.com, 29th July 2004 

52 South China Morning Post, 18th August 2004 

53 Ibid 
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consumers are choosing domestic over foreign wines. According to him, China’s high-income 
earners are still major consumers of foreign wines54. 
 
China’s wine market presents a range of opportunities for entrants - be it a partnership with a 
domestic winery or entering the market as a well-known foreign wine. Apart from wine makers 
and the bottling industry, related categories such as wine glasses and wine bottle accessories 
will benefit, not to mention service businesses like wine retailing, wine education and even 
wine bars, with their appeal as status signifiers to the “nouveau riche”. 
  

  Beauty 
 
Now the country’s fourth largest consumption sector (after real estate, cars and tourism55), 
China’s beauty industry has grown at about 13 per cent annually since 2000. 
 
Many Chinese ladies now see applying makeup as an essential part of their daily life. What 
was often dismissed as vanity in the past is now seen as a necessity. An example of the 
spending habits of a typical working woman: Xie Juan, sales assistant aged 22, who draws a 
monthly pay of RMB1,200, spends a quarter of it on makeup alone56. 
 
Cosmetics consumption in China has grown in the last 20 years from around US$25 million to 
more than US$6 billion, and is expected to grow to US$14 billion by 201057. In a 2003 survey of 
20,000 women, 63 per cent stated that they visit a beauty salon on a regular basis58.  
 
An interesting sub sector within the industry is cosmetic surgery. The growing fascination with 
‘man-made’ beauty in China cannot be understated. A Beijing Youth Daily survey found that 
21 per cent of people in Shanghai, Guangzhou and Beijing would gladly undergo plastic 
surgery to enhance their looks59. The Miss Plastic Surgery pageant, held in Beijing in November 
2004,60 underlines the wide acceptance of such procedures. “The Plastic Surgery Department 
has now become one of the busiest departments in our hospital,” said Liu Chun Long, an 
executive from Shanghai Ren’ai Hospital61.   
 
The most popular operation is for double eyelids, followed by higher nose bridges and female 
breast enlargement in that order. There are those who are breaking their legs in an effort to 
be taller to increase their chances for employment in industries such as airlines and the 
diplomatic service, which lay down stipulations for the minimum height of applicants62.  
 
The growing demand for cosmetic surgery has benefited Korean practitioners, whose skills are 
widely seen as superior to Chinese surgeons in this field. China HealthCare Holdings has 
teamed up with Korea’s Ye Medical Group63 to form a nationwide chain of centres focusing 
primarily on cosmetic surgery and dental cosmetics. The group’s chairman, Inchool Park, is 
optimistic about the business as trends show that “a growing number of wealthy people use 

                                                 
54 Business Weekly, 18th May 2004 

55 The Straits Times, 30th May 2004 

56 Ibid 

57 Max Hare, Chinese New Year… (Trade Routes), Global Cosmetic Industry, 1st April 2004 

58 Ibid 

59 The Bulletin, 8th June 2004 

60 The Standard, 22nd September 2004 

61 Xinhua News Agency, 15th January 2004 

62 Guardian Feature Pages, The Guardian, 16th December 2003 

63 The Standard, 22nd September 2004 



 
 

 

 

Page 11 

high-end medical services”64. Korean surgeons are particularly attracted to practicing in 
China at a time when Korea is seeing a downturn in consumer spending65. 
 
The enthusiasm for beauty is already driving markets like slimming and fitness centres, weight 
loss foods, wellness spas and saunas. At the moment, the beauty industry’s target segment is 
women. However the market will inevitably expand to Chinese males, judging from the 
popularity of products catering to “metrosexual” men in countries like Japan and Korea. 
Would-be entrants would do well to exploit this trend at an early stage. 
 
China: Land of opportunities – if you find the right niche 
 
As China’s consumer market evolves, it will become more crowded. Competition in most 
mainstream industries is already intense and many industries still wrestle with over-capacity. 
Chinese consumers have also grown more sophisticated and discerning. Companies now 
need to look harder to discover the gems in the profit pool. 
 
China’s most profitable opportunities lie in fast-growing niches at an early stage of the growth 
curve. The tourism, wine and beauty sectors are all examples of young market spaces that 
contain many niches offering an easier path to entry. The same can be said for the rising 
consumer segments represented by the 2nd and 3rd tier cities, rural areas and the “nouveau-
riche.”  
  
In tackling these opportunities, marketers will face challenges on three broad fronts:   
 

 Consumer education: Awareness-raising, information and perhaps education will 
need to be conveyed to stimulate consumer receptiveness to emerging categories.  

 Pricing: Marketers still need to ensure that they present strong value propositions to 
China’s value-conscious, discerning consumers who are well aware of competing 
Chinese products.  

 Distribution: Pushing distribution into the 2nd and 3rd tier cities, rural zones and the 
inland regions of China will require investment in building new distribution partnerships 

 
Future Spire E-quarterly editions will examine some of these challenges in more detail. 
 
As the famous Chinese military strategist Sun Tzu once said, one is not fit to lead an army on 
the march unless one is familiar with the face of the country - its mountains and forests, its 
pitfalls and precipices, its marshes and swamps. Until companies learn to compete in China 
by picking “winnable” battles, success in China will remain elusive.  
 

 
                                                 
64 The Standard, 22nd September 2004 

65 Korea Doctors are Moving into China, Joins.com, 21st October 2003 


