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Understand
Chinese
Customers First
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Which City in China?
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THE MESSAGE IS CLEAR

The China market has been changing rapidly
and you have to closely monitor the changes
to ensure your understanding of the market




Characteristics of China Market

¢ Today only cover 3 factors
<1, Government
2. Marketing Channels

<>3. Chinese Customers’ Buying
Behavior




1. Government

& Various kinds of support

(Economy: from investment-driven to
consumption-driven)

& Policies

<+ In some provinces: export -> domestic
consumption

< New urbanization policy/measures
<> Others

¢ Major buyer of retail goods
& Less interested in well-known China brands




2. Marketing Channels

National

Regional

Provincial

Local




Retailers

» International retailers:
—Branding
—Quick expansion
—Market leaders in some cities

— L ocalization (staff, operation, supplies
and knowledge

—Scale and cost advantage
—Emergence of private labels




»Local retallers:
— Location is no longer an advantage,
— Floor size relatively smaller on
average
— Improve retail management know-

how gradually

— Difficult to change mindset,

— Product and service quality relatively
low




lecent changes that have
profound impact on retall
strategy and retail operations:

— Shopping malls and chain stores
— consumers’ consumption patterns,
choice criteria, and expectations




Let channel partners do it for you?

& Guanxi with government

¢ Known by local consumers

¢ Location as an advantage

€ Understand local consumers better
¢ Cooperation: Mode, level, and scope

€ Credibility, commitment, management
capabilities, and strategic intention




Customer/Consumers

& Increase in real and disposable income

& Product and brand knowledge

< Learn very fast: Implications of high-speed-train
network

€ Attitudes towards emotional/lifestyle branding

€ Five generations: 50s, 60s, 70s, 80s, 90s

€ Plus children market

€ Rapid growth of middle-class families

& Wealthy consumers: Many of them are in 2-3
tier cities

€ Urbanization: Pace, policies, and new
measures => impact on customer demand




GDP growth rate

Impressive growth of Chinese economy




Forecast of Economic Growth

2008 — 2012 Nominal GDP and nominal GDP per capita in the PRC!
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Which age group is the largest?
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For building the future market

ﬂ- Influential
P

Uninfluential

Early Adopters <

New Consumers

(Informed and Active) , ‘JETII(-RS]gF=10e1 65
4

> Laggards

| |
Understanding how
these leading
consumers are different
to the rest gives us a

Future Makers glimpse of future

opportunities

Today Consumers

\ 4

Yesterday Consumers

(Uninformed, Passive)
Old Consumers

Yesteryear Consumers
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FINALLY NEVER TREAT IT A
SINGLE MARKET!




