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It is estimated that around 70 million new 

consumers will join the global middle class 

each year, mainly from emerging markets 

and consumer spending in these regions 

will continue to outpace the developed 

world. Many consumer brands including car 

manufacturers, branded goods companies and 

travel operators are already locked in to these 

markets and have become established players, 

in recent years. 

However, the phenomenal growth 

experienced by China cannot continue at 

the rate it has done over the last ten years 

and analysts and investors are already 

speculating a slow-down. Rising infl ation and 

an increasing demand on the government 

to improve standards of living is impacting 

economic growth. For businesses operating in 

China, there is also growing pressure to offer 

better worker protection and minimum wage 

increases that will ultimately lower the margins 

for businesses operating there. 

China’s future growth will depend on its 

ability to raise domestic consumption up to 

the levels of other emerging markets such as 

Brazil. Currently consumption is 32% GDP 

(Brazil 59%) however as investment growth 

slows down, many do not anticipate that 

consumption growth will be able to replace it 

in the short term. Despite this, the outlook is 

still largely positive for consumer brands in the 

Chinese market. 

China is entering a new and perhaps more challenging stage 

in its evolution. In this article we take a look at what the 

opportunities and the threats are for global consumer brands 

in the Chinese market. >>
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A key part of this is the inevitable rise in 

personal income which will lead to a greater 

demand for quality international brands. 

Recent research indicates that Chinese 

consumers are now familiar with twice as many 

international brands as they were thee years 

ago and increasingly demand the genuine 

article over fakes. Already, the emerging 

middle class in China has led to a growing 

demand for premium and luxury goods. 

At the same time spending on ‘essential’ 

items remains strong. The Chinese have 

also maintained a healthy balance between 

spending and saving, unlike consumers in 

other emerging markets. 

Interestingly, a rising trend in China is 

that consumers expect products to have a 

personal affi liation to them and their culture. 

Consumer brands must therefore be prepared 

to differentiate product lines to appeal to the 

growing number of diverse and sophisticated 

consumers. In particular, the ability to create 

‘market specifi c’ commodities is the key to 

achieving long term brand affi nity in China. 

Almost 20% of households in China have an 

income of above $2000 per month, however 

more than half of the population is from a low 

income household. Although consumers are 

increasingly moving away from poverty and 

able to buy expensive international products, 

some local brands still appeal to the low 

income mass market. Hangzhou Wahaha in 

China for example is a local competitor of Coca 

Cola and Pepsi-Co that targets rural areas and 

engenders a patriotic brand loyalty from its 

customer base. 

Local companies also make successful 

premium goods and will continue to compete 

strongly against international brands. 

Exceed, for example, is a sportswear goods 

manufacturer with over 4000 retail stores 

across 30 provinces. 

Recognising the potential of the low and 

middle income market and developing 

localised product strategies is essential for 

international consumer brands seeking to 

succeed in China. This situation has also led 

emerging market commentators to anticipate 

heightened M&A activity next year as both 

local and international fi rms compete to get 

further established in the market. 
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All of the major consumer categories have 

a stake in the future of the Chinese market: 

Many global luxury-goods companies are 

already in China and planning to increase 

investment in the market. Major FMCG brands 

such as Unilever anticipate that three quarters 

of global sales will come from emerging 

markets such as China over the next ten 

years. HTC is planning to increase its retail 

distribution network in China by 300% by the 

end of 2011. Budweiser and Nike are already 

considered to be ‘inspirational’ brands by the 

Chinese. BMW is struggling to keep pace with 

demand in China and Kraft is anticipating the 

Chinese market to make a signifi cant part of 

global snacks business revenue next year. 

So, despite the threat from infl ation caused 

by rapid growth, there is still a great deal 

of interest in the potential of China as a 

growing consumer market. Consumer fi rms 

must continue to ensure that they intimately 

understand both the competitive and cultural 

environment, if they are to achieve long   

term success.


