
 

 

 

The Brand market place in China 

 

Global marketing brand strategies show effective results, but in most of 
cases, they cannot be applied on local markets…Especially when 
focusing on the Chinese environment. China is widely viewed as being 
one of the world’s fastest growing markets. In pursuing this rapid 
economic expansion, Chinese companies have now begun to recognize 
the importance of brands, and their development. Brand capital is one 
of the key drivers of growth and wealth in the business world. Creating 
and managing brands in China has become a crucial component to 
success in the China market. We will try, focusing on example of 
different nature, to reach a recipe that both limits the level of risks that 
can occur when setting up a brand in China, and that actually adds value 
to any kind of business. 

In industries going from food retailers to luxury emerging products such 
as wine, China’s “brand war” is on. We all are consumers, and as 
consumers living in cities such as Shanghai, Beijing, Hangzhou, Hong 
Kong, Guangzhou… try to count the amount of brand communication 
you are confronted to, in your daily routine. Bus, subways, taxis, boats, 
trains, construction sites, roads… every mean is good to catch the eye of 
a potential customer for a glimpse of a second. May it be global brands 
or small to medium enterprises, all have a good card to play in this 
advertising game. 

Why does localization matter? The answer lies in a unique combination 
of market characterists; the product, the competition, and a few other 
factors. The rapid and dynamic pace of the market environment in China 
since 1978 is well known. So one could understand the need of 
topicality when working on brand management in China. Let’s take the 
KFC example. In 2007, KFC had just over 1,800 restaurants serving in 
China. KFC’s overwhelming and unexpected success was the result of 
combining the right timing and location plan, while leveraging their 
brand’s position. We could also mention their strong organizational 
implementation capabilities, and a couple of well planned strategic 
“hits”.  This to point out that, KFC’s entry in 1987 was a success because 
they did not attract Chinese people with a custom made American 
product, but they opted for a more flexible market approach. 
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China: Perspective of leading the R&D world 
environment 

The United States of America have been ahead of all international competition 
in terms of annual Research and Development expenditure; this, for as long as we 
can remember. The U.S bare an image of leading world statistics on many various 
domains, but by taking a step back we can speculate on one new R&D leading 
player in the next couple of years.  

According to OECD projections, based on most recent trends, China’s R&D 
investments would have exceeded Japan’s in 2007, reaching 136 billion USD, 
opposed to Japan’s 130 billion USD forecast. This puts China in the second R&D 
investments position, still far behind U.S ’s astronomical 330 billion. However, it 
is interesting to note that, China's engineers and scientists usually make between 
one-sixth and one-tenth of what Americans do, which means that the wide gaps 
in economical terms do not necessarily result in equally wide gaps in manpower 
or results. 

“The rapid rise of China in both money spent and researchers employed is 
stunning.” Dirk Pilat, Head of the OECD’s Science and Technology Policy division. 

When looking in depths at the manpower available, China again meets the 
second place after the U.S. Nevertheless, in China, the number of researchers 
increased by 77% between 1995 and 2004, and China now benefits from the 
work of 926,000 researchers, when the U.S employ 1.3 million. Indorsing these 
figure, U.S production of engineers and researchers is growing at a sluggish pace, 
when every year China’s universities and schools form 325,000 engineers in 
average per year, which is five times as many as the U.S. 

Not to mention China’s R&D intensity (R&D/GDP ratio), which has more than 
doubled from 0.6% of GDP in 1995 to just over 1.2% in 2004. This represents an 
increase from just over 17 billion USD in 1995 to 94 billion USD in 2004.  

This has a very positive impact on both science and high-technology sectors. 
China has launched a few very competitive products, and has registered quality 
patents, in a 10-year-old world emerging biotech industry. In a one billion 
potential patients market, 15 Chinese biotech products for health are already on 
the market, with another 60 still developing. 

This points out the potential of China in advanced technology, and it 
highlights the fact that China is not only a country excelling in textile, toy 
factories and other simple production facilities, but it is a major player on skilled 
sectors such as R&D. One dreadfully expensive challenge still lies ahead for China: 
developing costly and state of the art research centers and scientific 
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Which corporate structure suits you?! 

 

As a foreign business operating in China, you can choose from three different corporate structures 

- Representative Office, Joint Venture or Wholly Foreign Owned Enterprise.!! 

 

Representative Office (RO)!This is one of the more common forms of structure used by foreign 

companies when they make their first foray into China. It is quite limited in its scope as it is 

essentially just a subsidiary of a foreign firm and as such all rights and responsibilities are still 

attached to the parent company.!!Things to know: !!You cannot actually invoice for work under the 

representative office nor can you conduct any trading activity. It is as its name implies – just a 

representative of the parent company.!!It is very cheap to set up. The rules vary from province to 

province but they total cost runs into the few thousands of dollars (US) or if done properly, can be 

as little as a few hundred dollars.!!Taxes are levied on the expenses of the business. In a very clever 

way to ensure that any activity is taxed and profits are not just transferred out of the country, the 

Chinese government requires you to pay taxes on the amount of expenditure you incur. Again, 

depending on the province, this can be as high as 10%. Taxes need to be filed monthly and RO’s 

are audited annually.!!Employing staff needs to be done through a registered government 

agency !!Locations need to be in buildings that are approved by the local government and are 

usually ‘Level A’ buildings (A-B-C) !!Registration is very easy to obtain from government authorities 

to set up an RO. !! 

 

Joint Ventures (JV’s)!Joint Ventures are exactly as their name implies. These were the traditional 

mechanisms set up to allow foreign companies to be involved in Chinese commerce but are 

gradually losing popularity in favour of the Wholly Foreign Owned Enterprise (WFOE). Historically 

the regulations placed most of the power in the hands of the Chinese partner but these days this 

is less the case and in many industries, the rules governing JV’s are far more equitable. There are 

still some industries (education, for example) that do place restrictions on foreign ownership, but 

the number and incidences are becoming fewer and fewer. The principal reason these days to form 

a JV is less about regulation and more about gaining access to local knowledge and local markets. !! 

 

Wholly Foreign Owned Enterprises (WFOE’s)!Wholly Foreign Owned Enterprises are becoming 

by far the most popular form of legal structure in China. This gives the right to foreign companies 

to form their own corporate structure in China without the need for a local partner.!The essential 

advantage to this approach is that it creates a 100% owned foreign enterprise.!While this is the 

principle advantage, it is important to remember that there are a few disadvantages. !!More costly to 

set up and administer than either a Representative Office or a Joint Venture!!Potentially little or no 

local knowledge attached !!Time frames can be extensive – depending on the province, up to 6 

months in some cases.Ultimately many businesses go through the cycle of choosing a 

representative office first, then choosing either a JV or a WFOE. Many who go down the JV path 

eventually find themselves in some form of WFOE or hybrid of the two. 
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If we now focus on another example, the Henry Wine Estate based in the 
U.S, has had trouble launching itself at first when wanting to export 
their red wine in China. However after having requested local expertise, 
he found that he hadn’t developed his brand in the most “Chinese” 
effective way. Wine, as one of China’s new luxury products in vogue, had 
to be marketed, packaged and branded in a very specific manner. After 
having properly invested in that sense ($250,000 efforts with local 
partners), and having repositioned its brand to a much higher profile of 
customers, they finally managed to build solid foundations, and quality 
partnerships. Implementing a comprehensive, flexible, and localized 
business strategy seems to be one answer to Brand relevancy in China. 

 

The right mix is a big question in all big consumer goods companies (i.e. 
the balance between what parts should be global and what parts should 
be local). For Kodak in China, new products, quality of products and 
services, brand, value propositions and Kodak values are global while 
retail concept, advertising, promotion and packaging are localized. 
Knowing that when a brand owner seeks to appeal a new local 
environment, he creates the risk of losing previous brand consistency.  

As western brands, Chinese brands are amazingly competitive. Li-Ning's 
"Anything is possible"(sport brand), has learned all about large-scale 
advertising, now recognized by million of consumers. Lenovo (computer 
technology) is one of the top Beijing Olympic sponsors. Throughout all 
this excitement around brands in the market place, we could ask 
ourselves, which brands will they stay in the front seat, how long will 
they stay there, and what will be the costs of them staying in power? 

 

 

  

 

 

 

 

infrastructure, generating a higher quality and more numerous scientific 
investigations. 
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