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China is a dynamic market that con-

tinuously challenges our assumptions 

and compels us to innovate. Over the  

3 years that we have conducted our  

annual research into  the Chinese  

consumer, we have witnessed the emer-

gence of an increasingly discerning and 

sophisticated class of consumers. 
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2008 Chinese Consumer Survey

The speed of change in China can be breathtaking. Consumer goods 

companies trying to keep pace can easily lose sight of the big picture as they 

focus on operational necessities. But failing to understand the ever-changing 

dynamics of this market can all too quickly result in being left behind, and the 

price to get back at the front of the race may be cripplingly high. 

McKinsey & Company’s China Consumer Center has interviewed about 

5,000 to 6,000 consumers annually since 2005, providing the broadest and 

deepest overview of consumer attitudes and behavior in China. Our sample 

is representative of 90 percent of China’s GDP, 80 percent of its disposable 

income, and 60 percent of its population, with in-depth views across city 

tiers, income groups, ages and regions. The findings from this survey are also 

available through the Insights China by McKinsey service line:  

http://insightschina.bymckinsey.com
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Traditionally, players have been able to segment markets based on 

the relative economic importance of each city – the so called “city-

tier” system. But as wealth spreads across China and urbanization 

continues (over 1 billion people will live in China’s urban centers by 

2030), regional characteristics are becoming more important than 

city-tier differences in determining optimal go-to-market strategies. 

Of the eight key buying factors we analyzed, six were differentiated 

more by region than by city-tier (e.g., those related to sources of 

influence, and those related to the acceptance of new products). City 

tiers are still important when looking at income-driven factors such as 

willingness to pay for premium brands. As a result, companies need 

to reconsider strategic choices, re-evaluate the criteria they use to 

allocate resources for geographic expansion, invest in new product 

development to cater to different consumer needs, refine marketing 

messages, and optimize their marketing mix.

The growing importance of regional differences 

Executive summary

01

This report delves into four critical areas that consumer-facing companies need to understand in order to fully appreciate 
fundamental shifts in the evolution of China’s consumer landscape: the rising importance of regional differences, the growth 
of the premium market, the new look of winning brands, and new ways to connect with consumers.
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Today, 15 percent 
of consumers are 
willing to pay at 
least 60 percent 
more for high-end  
consumer  
electronics

Accelerating demand for premium products

The market for premium products is developing as household 

wealth rises and choices increase. Today, 15 percent of consumers 

are willing to pay at least 60 percent more for high-end consumer 

electronics products, and up to 300 percent more for some personal 

care products. We also see that, for example, for mobile phones, 

younger consumers are willing to pay more – in some cases up to 

three times their monthly income for the latest model. This should 

encourage companies that want to improve profitability by entering 

the premium market, as well as those that want to strengthen brand 

offerings but have been constrained by the limitations of catering to 

the mass market. Consumers with a monthly income above 5,000 

renminbi are more willing to pay premiums for the best products. 

By 2015, these high earners will make up one-third of all urban 

consumers and will account for half the value of all consumption.  

02

This report delves into four critical areas that consumer-facing companies need to understand in order to fully appreciate 
fundamental shifts in the evolution of China’s consumer landscape: the rising importance of regional differences, the growth 
of the premium market, the new look of winning brands, and new ways to connect with consumers.



8

Brands can be 
stretched 
further in China 
than in many 
other  
markets

China is a brand-driven society, but the importance of brands, and 

brand loyalty specifically, is falling as the choices facing consumers 

multiply. The growing focus on price should force companies 

to work even harder on strengthening their brand equity. Our 

survey suggests three areas that are worthy of closer attention: 

the significant advantage of larger brands, the importance of 

communicating functional attributes, and the rising awareness of 

environmental issues. 

Big brands dominate in China, and brands can be stretched much 

further than in many other markets. Consumers trust cross-category 

brands and are typically cautious about accepting new products or 

new brands. This implies that an umbrella brand approach might be 

preferable to pushing brand proliferation. 

Functional attributes and benefits continue to overshadow emotional 

appeal. Because of their more pragmatic nature, only 29 percent of 

Chinese consumers mention at least one emotional factor as one of 

their “top 3” key buying factors for consumer electronics, compared 

with 52 percent in the US and 43 percent in Japan. 

Our research shows that Chinese consumers exhibit the same 

strong preferences for environmentally friendly products as their 

counterparts in the West. For example, 27 percent of Chinese 

consumers view environmental friendliness as a key buying factor 

for washing machines compared to 21 percent in the United States. 

Indeed, a recent survey suggested that as many as 80 percent 

of Chinese thought that protecting the environment should be a 

priority1.  This presents clear opportunities for manufacturers to 

differentiate themselves by demonstrating their green credentials. 

1  The Pew Global Attitudes Survey in China, July 2008. 

The new look of winning brands 03
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Connecting with consumers 

Television is an essential part of any mass market campaign – 

almost half of all Chinese shoppers say they will buy a new product 

only if they have seen it advertised on TV. But TV presence is just 

an entry ticket – companies must invest in enticing consumers to 

choose their brand once they are in the shop. 

In-store information, in the form of displays, promotions, or 

salespeople, is cited as the most important source of “must-have” 

information before buying a new product, even more so than 

TV advertising. However, the in-store environment is becoming 

increasingly cluttered and brands are struggling to stand out. In this 

environment, true differentiation may come from marketers’ ability 

to use more creative event marketing and leverage new forms of 

viral marketing, such as blogs and on-street sampling. 

Sponsorship of live events and TV programs has proven to be an 

effective way of influencing consumers, particularly in second- and 

third-tier cities. At the same time, the rising importance of word-of-

mouth marketing and the proliferation of blogs and online forums 

are offering companies new ways to talk to their consumers. It is 

critical, of course, that companies proactively manage these new 

media. This was particularly true during high-profile events such 

as the Olympics or the Sichuan earthquake, given the heightened 

emotions often displayed by online users, and the speed at which 

messages spread.

04
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Lured in by its sheer size, 
companies have traditionally 
used city tiers to segment 
the Chinese market. However, 
rapid change is forcing players 
to rethink their overall China 
strategy. The approaches 
used in the 1990s are unlikely 
to deliver the same impact 
today – companies need to 
understand how demographic 
shifts will affect their 
expansion plans.

The growing importance  
of regional differences

地区差异

01
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Urban Chinese consumers have never been a homogeneous group; 

but companies have plunged into the market on the assumption that 

residents of the biggest and richest cities share similar attitudes, 

desires and behavior. Indeed, last year’s report asserted that 

consumer behavior in larger, more affluent tier-1 cities did stand out 

from that in lower-tier ones. This suggested that a dual approach to 

expansion was appropriate. This year we examined the differences 

across regions and found that although city tiers remain a useful 

differentiator, regional variations could be even more important when 

crafting a China strategy. Regional differences have long existed in 

China and, as wealth spreads out of the largest economic centers 

and the addressable market becomes bigger, segmenting customers 

by region will matter more and more to companies that want to 

capture growth.

Research from the McKinsey Global Institute on urbanization in China 

suggests that by 2030 more than 1 billion people will live in cities. 

These urban consumers will account for approximately 90 percent 

of total national consumption.2  One possible scenario posits that 

11 distinct clusters of cities are emerging. Within each cluster, the 

populations of one or two cities are likely to be the trendsetters and 

influence overall consumption patterns. Migration between cities 

within clusters is expected to increase, making consumers within 

these clusters more homogeneous thereby compelling companies to 

adjust their strategies to address regions rather than city tiers. 

Regional differences

The survey analyzed eight key buying factors, of which six were 

differentiated more by region than by city tier (Exhibit 1). Regional 

2 “Preparing for China’s urban billion”, McKinsey Global Institute, March 2008. 1

Key buying factors

Attitudes and behaviors

Area of largest variation

Influenced by others (parents and celebrities)

Influenced by in-store salesperson

Preference for Chinese brands

Impacted by TV advertising 

Concern about food/beverage safety

Brand-driven in food and beverage and personal care

Preference for modern channel

Preference for well-known brands and willingness 
to pay for premium brands

Early adoption of new products

Pride in and personal impact from the Olympics

Child-centric

Frequency of internet access

Environmental consciousness

Materialism

Source: Insights China by McKinsey – 2008 Consumer Survey

REGION CITY TIEREXHIBIT 1 

The importance of 
regional differentiation 
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differences were stronger than city-tier differences in two areas crucial 

to attacking a market successfully: the impact of different marketing 

vehicles (e.g., the role of brands, promotions, or in-store salespeople), 

and the impact of different media channels. Key buying factors that 

are closely tied to income remain city-tier driven, such as a preference 

for modern channels. This regional differentiation strongly suggests 

that any mass-market approach needs to move beyond thinking solely 

about city tiers when making marketing and product portfolio choices.

A manufacturer can use regional variations to decide which areas 

to prioritize when launching new products, or where to focus 

communication within different regions. For example, a company 

launching a mobile phone in the southwest of the country can see 

that having the latest features and an attractive design are the 

most important purchase drivers in this region, particularly when 

compared to consumers in other regions. This might lead marketers 

to think about how they allocate marketing spend, perhaps 

pushing design-oriented products into this region, or focusing 

communication on the latest features.

As Exhibit 2 shows, a similar regional approach can be taken with 

retail channels and the importance of different media. For example, 

in the southwest, television is relatively less important (although as 

everywhere in China, it is still a prerequisite for advertisers), while word 

of mouth is more important. It may therefore be worthwhile to develop 

a viral marketing program around a product’s distinctive features or 

new design to maximize the impact of the marketing spend.

2

Adapting marketing and channel strategies by region

Good quality

Advanced 
technology

Have attractive/
latest features

Good/Convenient
after-sales
service

Good-looking
design

Lower prices,
value for money

Makes me feel
it’s reliable/trust-
worthy/safe

Brand drivers

China
average

Difference
between South-
west and average

Channel drivers

China
average

Media habits

China
average

Easy to compare
prices

Short distance, 
easy to get there

This store makes
me feel it’s reli-
able/trustworthy

Can get the
latest products

A wide variety
of brands 
and products

Good quality

Lower prices

Good customer
service

Word
of mouth

TV

News-
paper

In-store
ads

Outdoor
billboard

Internet
forum

Internet
articles

-10

Significantly different

Source: Insights China by McKinsey – 2008 Consumer Survey

Adapting marketing and channel strategies by region
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16
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19

20

27

68

5

2

14

-2

9

-4

15

16

18

20

20

20

33

53

57

6

-7

9

2

-6

2

-8

21

2

2

7

9

10

29

37

1

3

-2

-2

-6

6

South-west region, cellphone buyers, percent of respondents

Difference
between South-
west and average

Difference
between South-
west and average

Any mass- 
market  
approach needs 
to move beyond  
thinking  
solely about city 
tiers

EXHIBIT 2 

Adapting marketing  
and channel strategies  
by region 
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A look at the evolving organizational structure of French retailer, 

Carrefour, shows how realigning operations with changes in the 

geographic distribution of wealth can play out in practice. Carrefour 

began by controlling operations from its Shanghai headquarters 

when its early stores were in first- or second-tier cities. In late 

2006, it had almost 100 stores spread across tier-1 to tier-3 cities. 

At this point, Carrefour moved to a decentralized model with four 

overarching regions, and City Commission Units (CCUs) that now 

each cover a sub-region with a handful of stores. The regions and 

CCUs own most of the important decisions, from shelving display 

to pricing. They also have some say over which products the stores 

stock – selecting from the overall national list, as well as having 

some discretion to carry items not available nationally. For example, 

stores in Changyang stock the penggan fruit, which is grown locally 

and is not available elsewhere. But the concept extends beyond 

perishable goods. Pampers’ most basic diaper product – Pampers 

Cloth Dry – targets cloth diaper users. Carrefour sells it only in 

Anhui and Shandong provinces, where research shows cloth users 

are concentrated, and consumers tend to be more value-conscious. 

Although the product may eventually be sold in other regions there 

are no plans to sell it nationwide. Being able to adapt to regional 

differences has helped propel Carrefour to become the leading 

hypermarket chain in the country. 
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A combination of rising 
wealth, increased choices, 
and exposure to international 
media is fostering the appetite 
for premium products among 
China’s high income elite. 

Accelerating demand  
for premium products

高端产品

02
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Although the mass market remains large (families with monthly 

income levels below 5,000 renminbi represent three-quarters of 

total consumption in 2008), an emerging and fast-growing upper-

middle class (the upper-middle class is defined as individuals who 

earn more than 5,000 renminbi a month) is willing to pay premium 

prices in several product categories. By 2015, these high earners 

will make up one-third of urban consumers and account for roughly 

half the value of all consumption (Exhibit 3).

Premium pricing has been confined largely to the top-tier cities, but 

our research shows that top-notch products can percolate down to 

lower tiers. A combination of rising wealth, increased choices, and 

exposure to international media is fostering the appetite for these 

products. 

Multinational companies targeting mass-market consumers will 

come under pressure from a wave of more sophisticated and 

aggressive Chinese companies. At the other end of the scale, most 

of the multinationals traditionally focusing on the high-end have 

struggled to translate their products into offerings suitable for the 

mass market, and have thus found it hard to gain a foothold. Both 

groups can capitalize on this emerging premium pricing opportunity 

by building a mixed portfolio of products: mass-market companies 

can encourage consumers to trade up to new premium products in 

the portfolio, while high-end companies can carry their brands down 

into the mass market by carefully considering the different needs of 

these new segments. 

This is good news for companies that want to improve their 

profitability by entering the premium market, as well as those that 

3

* Monthly household income> 5,000 renminbi
Source: MGI China Consumer Demand Model v2.0; Insights China by McKinsey

Share of urban households by income class (Millions of households, percent)

Urban consumption expenditure by income class (RMB billions, percent)

85

15
3.7

2005

73

27

6.0

2010 (F)

49

51

9.3

2015 (F)

Others

High income*

26

-0.3

24

4

4

10

CAGR
(Percent)

95

191

80

20
231

35

271

Others

High income*

65

5

EXHIBIT 3 

The rise of the wealthy
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have been constrained by the limitations of catering to the mass 

market. The survey shows that 15 percent of consumers today are 

willing to pay at least 60 percent more for high-end products in many 

categories. This premium trend does not apply only to consumer 

electronics; some people will pay more than double the average price 

even for fairly basic products, such as moisturizers or razors (Exhibit 4). 

The gap is also widening between average and premium prices. If 

this trend continues, it will lead to the sort of polarized consumption 

patterns familiar in the West. This split between cheap “no frills” 

goods and exclusive “high-end” products will have major implications 

for the product offering, as well as the marketing and sales 

approaches of companies. Brand architectures may in some cases 

take a portfolio approach that differentiates between the high and 

low end – as Toyota has done with its luxury Lexus division, for 

example. It is important to manage the pricing strategy within brand 

portfolios to extract the maximum premium possible. Ultimately, we 

expect companies to compete at one or both ends of the market – 

being stuck in the middle will not be a sustainable position.

Consumers in tier-1 and 2 cities still pay higher absolute premiums, 

but the gap between average and premium prices is actually 

greater in lower-tier cities. In tier-1 cities, for example, 15 percent of 

consumers pay 2.5 times the average price for moisturizer, while in 

tier-3 cities they pay 4.5 times the average price.

There is a clear monthly income threshold of 5,000 renminbi – 

people earning above this amount are especially prepared to pay 

more. More than one-third of these high-income consumers buy 

premium products, compared to less than 13 percent of other 

4

* Only includes purchases in the past 3 years 
Source: Insights China by McKinsey – 2008 Consumer Survey

Actual purchase price, 2008 (RMB)

Personal care Consumer electronics

15% of consumers paid higher than this price
Median price

7
Toothpaste
(200g)

20
Facial
moisturizer

15
Razor

13

80

40

+86%

+300%

+167%

1,800
CRT TV*

1,100
Washing 
machine*

1,200
Handset*

2,900

1,800

2,000

+61%

+64%

+67%

EXHIBIT 4 

An appetite for premium 
products

Ultimately, we 
expect  
companies to 
compete at one 
or both ends of 
the market
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It is not only the 
wealthy who are 
willing to pay 
more – premium  
products also 
attract younger 
consumers.

consumers. As China’s wealthy population grows in absolute and 

relative terms, the revenue pool available for manufacturers who can 

tap into this segment becomes extremely attractive. 

However, it is not only the wealthy who are willing to pay more – 

premium products also attract younger consumers. One-third of 

18 to 24 year-olds claim they “always pay a premium for the most 

expensive and best product.” Indeed, they are willing, on average, to 

pay 1.4 times their monthly income to get the most up-to-date mobile 

phone. One way to stimulate these purchases is to know precisely 

what will entice customers to open their wallets a little wider, which 

relates back to the regional differentiation discussed above. 

All this talk of premiums may whet the appetite of manufacturers, 

but they forget at their peril that the mass market is the biggest 

group of consumers, and it is still worth investing in marketing 

quality products to this segment. Investing in the mass market can 

build brand equity and loyalty among Chinese consumers, who may 

eventually buy premium products as their wealth increases.
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Previous surveys showed that 
brands are very important in 
China, and the country certainly 
remains more brand-driven than 
other markets. Two-thirds of 
consumers would choose from 
only one or a small set of pre-
determined brands when they 
go shopping, compared to less 
than half of British or Japanese 
shoppers (Exhibit 5). Getting 
onto this shortlist is therefore 
critical. 

The new look of winning brands

制胜品牌

03
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The propensity to shop based on perceived value rather than on 

brand is growing stronger. The number of consumers classified 

as “promotion-driven” increased by 37 percent and the tendency 

to seek the best deal regardless of brand is stronger among 

lower-income consumers.3  As the number of brands proliferates, 

customers inevitably consider more brands across product 

categories. Loyalty to particular brands is waning with food and 

beverage companies experiencing the biggest decline: just under 

one-quarter of respondents now say they would continue to buy their 

existing brand – half the 2007 figure (Exhibit 6). 

The good news for foreign companies is that this dissolution of 

brand loyalty is happening in tandem with an increasing openness to 

brands regardless of origin – the percentage of respondents citing no 

clear preference for brand origin rose to 52 percent from 42 percent 

in 2007. 

5

Source: Insights China by McKinsey – 2008 Consumer Survey

Which statement best describes your regular shopping behavior? (Percent of respondents)

10 10
18

25

24
32

39
35

42
34

23
29

24 24 20
11

China US UK Japan

I only buy the brand I prefer

I consider a few brands and 
make the final decision 
between them in the store

I consider a few brands 
but am open to others 
if the deal is good

I only buy the best deal

Brand-driven

EXHIBIT 5 

While consumers 
remain brand driven ... 

6

“I currently purchase a certain brand and will keep on buying this brand”
(Percent of respondents)

Personal careConsumer electronicsFood & beverage

23

48

2007 2008

-53%

8

11

2007 2008

-25%

17

32

2007 2008

-49%

Source: Insights China by McKinsey – 2008 Consumer Survey

EXHIBIT 6 

... Brand loyalty is falling



25

This trend should encourage companies to focus even harder on 

strengthening their brand equity (e.g., through differentiation of 

product benefits) in order to overcome consumers’ tendency to shop 

by promotion or price rather than by brand. This year’s research 

focused on three drivers of brand choice: brand size, consumers’ 

preference for functionality, and environmental awareness.41 

Fewer and bigger brands

Chinese consumers have traditionally viewed big brands as a proxy 

for quality and reliability. Big brands enjoy more dominance in 

China than elsewhere, and customers’ preference for them extends 

across categories. Generally risk-averse in nature, many Chinese 

consumers tend to stick to brands they trust, even for new products 

or new categories of products. Western consumers, meanwhile, 

have become comfortable with sub-brands and tend to equate 

specialization with higher quality. Indeed, many are unaware of 

what the parent brand is. In the UK and Japan, only 3 percent of 

people agreed that companies that make products across multiple 

categories are more trustworthy than single-category companies, 

compared to 19 percent in China. Brands in China can be stretched 

further with less risk of brand dilution. In fact, more than one-quarter 

of Chinese will stick to brands they know rather than try new ones, 

exhibiting greater faith in a company’s strong track record (Exhibit 7).

Our research also shows that the decline of brand loyalty is less 

marked for the biggest brands. In addition, large companies that 

operate across product categories get more consideration from 

4 Brand size refers both to the volume of sales within a given product category, and 
the number of categories in which a brand is present.

Chinese  
consumers have  
traditionally 
viewed big 
brands as a 
proxy for quality 
and reliability

7

I am constantly on the lookout 
for new skin care products

I am always willing to try new 
packaged foods

I like to stick to brands I have 
used in the past rather than try 
new ones

Source: Insights China by McKinsey – 2008 Consumer Survey

Percent of respondents who agree/strongly agree

Personal care

Food

General

Product category

27
13

20
11

11

4242

18

4
1620

28

China US UK Japan

EXHIBIT 7 

Consumers remain 
reluctant to try  
new brands or products
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existing users of the brand’s products. For example, LG mobile 

phone users are almost three times more likely to consider an 

LG refrigerator than non-LG mobile phone users. Companies are 

therefore more likely to find success by launching new products, or 

entering entirely new categories, through their existing brand rather 

than by creating a new brand. Ting Hsin 顶新 uses its Master Kong 

康师傅 brand across a range of products from instant noodles, to 

ready-to-drink tea, to baked goods and beyond. This strategy has 

proven successful as the company holds 47 percent of the instant 

noodle market and 52 percent of the tea market. When it launched 

sandwich biscuits in 1996 it was able to seize one-third of the 

market in just five years. 

For companies debating whether to introduce a new product under 

an existing brand or develop a new one, one additional survey finding 

might sway them: in the US and Japan, customers are as likely to 

buy a new product irrespective of their knowledge of the brand. In 

China, however, consumers are approximately twice as likely to opt 

for the brand they know and love. 

Focus on the right brand attributes

Similar to consumers in Western markets 50 years ago that were 

at an earlier stage of economic development, Chinese consumers 

tend to seek out brands that fulfill their desire for practical, 

functional benefits. Indeed, across the 14 major product categories 

we studied in the personal care, food and beverage, and consumer 

electronics industries, the top three buying factors in each category 

were all functional benefits, such as “good quality” or “value for 

money” (Exhibit 8).

8

Top 3 key buying factors – weighted average (Percent of votes)

* Flat panel TVs, mobile phones, laptops and washing machines
** Facial moisturizer, shampoo, laundry detergent, toothpaste, men’s skin care

*** Ready to drink juice, yogurt, chocolate, beer 
Source: Insights China by McKinsey – 2008 Consumer Survey

Food and beverage***Personal care**Consumer electronics*

24Good taste

17Good quality

12Healthy/
natural

8

25High quality

11Advanced
technology

Good and 
convenient
after-sales 
services

23Good quality

13Good value
for money

11Appealing
effects

EXHIBIT 8 

Functional buying 
factors dominate
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The sheer newness of consumer goods could be driving the tendency 

to focus on functional attributes: Chinese consumers are still 

learning to use and make choices regarding a host of products they 

have never been exposed to before. And an educational tradition that 

prioritizes “harder” subjects such as science and engineering over 

“softer” subjects such as liberal arts and social sciences, may also 

be driving this seemingly more pragmatic decision-making approach. 

Mengniu’s Milk Deluxe 蒙牛特仑苏 is an example of how one company 

has tapped into the Chinese consumer’s desire for functional benefits. 

The packaging clearly highlights the functional benefits of the product, 

including information on the benefits of protein, the geographic 

reasons for the product’s superior quality, and a list of awards it has 

garnered over the years. Partly because of the emphasis it places on 

communicating its functional benefits, Milk Deluxe has succeeded in 

capturing more than 70 percent of China’s premium milk market. 

One of the most intrinsic attributes that consumers expect from food 

is safety. Ninety percent of Chinese consumers worry about food and 

beverage safety. More specifically, food safety (e.g., the presence of 

bacteria) is the number one health concern when buying fresh products 

(as it is in the US, although the numbers are far lower). This is followed 

by the use of pesticides and artificial colors (one of the lowest-ranking 

concerns in the US and the UK). 

Companies might be able to charge a premium for products that 

address these concerns. Of the 90 percent of consumers who say they 

are worried about food safety, half say they would be willing to pay a 

9

Concerned about 
food and beverage 
safety**

Don’t care
9

91

* Weighted average of all health concerns from food and beverage purchasers
** Includes all consumers who are either “concerned about safety” or willing to pay a premium

Source: Insights China by McKinsey – 2008 Consumer Survey

Percent of respondents concerned about food and beverage safety

How much extra will consumers 
pay to address their concerns*

44

No premium

<5%

5-10%
10-20%
>20%

30

3
8

15

44

Chinese  
consumers tend 
to seek out 
brands that  
fulfill their desire 
for practical,  
functional  
benefits

EXHIBIT 9 

People will pay  
for food safety
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premium for better food safety (30 percent would pay more than a 5 

percent premium). This should encourage companies to work on how 

they communicate the safety levels of their food through marketing 

and packaging. Of course they must also ensure that their products 

live up to the standards expected by consumers (Exhibit 9).

Overall, this positive response to functional benefits should ring 

alarm bells for companies planning marketing campaigns that focus 

heavily on people’s emotions and desires rather than their functional 

needs. If we look at consumer electronics, for example, over half of 

US and British consumers cite an emotional buying factor among 

their top three product attributes, compared with just 29 percent 

of Chinese consumers. We have observed that consumer behavior 

in certain product categories (e.g., autos), as well as some sub-

categories (e.g., LCD TVs), are driven more by emotional attributes.

Going green

Unlike in the West, Chinese consumers are not confronted at every 

turn with information on climate change and broader environmental 

topics. Nevertheless, and contrary to popular perception outside the 

country, Chinese consumers appear as environmentally tuned in as 

their counterparts elsewhere. One recent survey suggested that up 

to 80 percent of Chinese people thought protecting the environment 

should be a priority, even if this resulted in slower growth and the 

potential loss of jobs. Air and water pollution were particular causes 

for concern.52 

5 The Pew Global Attitudes Survey in China, July 2008.
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Source: Insights China by McKinsey – 2008 Consumer Survey

EXHIBIT 10 

Chinese Consumers are 
far ‘greener’ than many 

assume



29

Certainly, our own research indicates that just as many Chinese 

consumers want to understand the environmental impact of the 

products they buy as do British consumers. In fact, more Chinese 

consumers trust companies that are transparent about the impact of 

their products than American, British or Japanese consumers. This 

holds true across a wide range of products, and is not confined to 

the cities. To give one example, 27 percent of Chinese consumers 

view “environmental friendliness” as a key factor they consider when 

purchasing a washing machine – higher than in the US and Japan and 

not much lower than in the UK (Exhibit 10).

Segmenting consumers based on their attitudes and behavior 

regarding green issues reveals that a substantial majority are 

“pro green”, but at least half do not always match their words with 

actions. Chinese consumers are not yet as willing to pay a premium 

for green products as people are in the West, but the level of interest 

in environmentally friendly products does offer an opportunity for 

manufacturers to differentiate themselves, even if the premiums that 

companies charge cannot match those in the US. There is, therefore, 

certainly scope for companies to invest in educating consumers 

about the environmental impact of consumption, and thus to 

reinforce their brand as being “greener” than the competition. 

Differentiating the brand along green lines must, of course, reflect 

local market conditions. Toyota, for example, struggled to replicate 

in China the success of its hybrid models elsewhere in the world. 

Chinese consumers are simply balking at the price – double of that 

in the US – and those that can afford it would prefer a car that gives 

them more status, irrespective of its green credentials. General 

Motors has teamed up with its state-owned joint venture partner, 

SAIC, to launch a hybrid version of a luxury sedan in an attempt to 

overcome this problem.

Given the Chinese consumer’s preference for functional benefits, 

focusing marketing messages on a product’s green credentials may 

not be enough to sway them. For example, only 3 percent of car 

buyers cite ‘environmentally friendly’ as one of their top three buying 

factors, verus 38 percent who cite ‘better gas mileage.’ Indeed, if 

consumers can’t save enough on gas to make up for the higher cost 

of purchasing a hybrid car, it could be a tough sell.  

There is  
certainly scope 
for companies to 
invest in  
educating  
consumers about 
the environmen-
tal impact of  
consumption and 
to reinforce their 
brand as being 
“greener” than 
the competition.
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Most Chinese consumers enter 
a store with some idea of the 
brands they will choose. Getting 
onto that shortlist through 
compelling advertising is a 
crucial first step. 

Connecting with consumers

联系消费者

04
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Television still dominates the advertising market: a TV ad is a 

prerequisite for any company serious about succeeding in the mass 

market. But TV is just the ticket to the party. Companies need 

to be more creative in how they get their products to the front of 

people’s minds through in-store promotions, or by sponsoring the 

right events. Meanwhile, spontaneous consumer-driven marketing 

channels, such as online forums, are becoming more important in 

certain segments. 

Television: Earn the right to play

When it comes to advertising in China, television rules the roost. 

Almost half of shoppers say they will not even consider buying a new 

product unless they have seen it advertised on TV. 

Measuring the impact of advertising on Chinese consumers shows 

the dominance of the medium – it has by far the highest reach 

(Exhibit 11). Whatever the product category, Chinese consumers are 

far more dependent on TV advertising than their counterparts in the 

US or the UK. Over half of the Chinese consumers surveyed would 

not buy a particular brand of instant noodles or beer without seeing 

its TV ad, compared to just 18 percent in the UK. In some product 

categories, however, this hold over the consumer is showing signs 

of erosion. In 2007, for example, 58 percent of customers buying a 

flat-panel television said they had to have seen a TV ad for the brand 

they would choose. A year later this had fallen to 38 percent.

11

Impact***Quality**Reach*

* Percent of respondents who have received product information from a certain source in the past two months
** “Credibility” + “level of engagement”, percent of respondents who think the product information from a certain 

source is completely or mostly credible, and are interested in the ads received from a certain source
*** Percent of respondents who were exposed to an ad and perceived it as a source of high quality information

Source: Insights China by McKinsey – 2008 Consumer Survey
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12

Must-have information before purchasing a new product (Percent*)

* Weighted average of 23 food and beverage, consumer electronics, personal care and healthcare categories
Source: Insights China by McKinsey – 2008 Consumer Survey
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Interestingly, as discussed earlier, the impact of TV ads varies 

regionally, which could affect the distribution of marketing resources 

across the country. Television is far more important in the north and 

central south regions, and least important in the southwest and 

northwest. 

No matter where one is in the country, TV is still an essential part 

of any mass marketing plan, but understanding how to appeal to 

customers once they are in the store is becoming ever more important.

In-store promotions: Stand out from the crowd

As discussed in the chapter on brands, shoppers are confronted by 

an increasing array of options on the shelves. Companies need to 

understand how to cut through this noise. 

Influencing customers’ in-store decisions is becoming vital, and 

consumer goods companies should ensure they make sufficient 

investments to improve their in-store presence. The survey reveals 

that in-store information is the most important factor – be it the 

display itself, promotions or salespeople – for consumers to consider 

new products, even ahead of TV advertising (Exhibit 12).

Bawang 霸王, is a good example of a company that knows how to 

stand out from the crowd in-store. It creates large-scale displays of 

its personal care products, and has special stands within stores that 

form mini-rooms (Exhibit 13). Its yellow-jacketed sales staff – the so-

called Bawang Flowers – come across as very visible, professional, 

and enthusiastic. The company seems to be reaping the rewards 

as many of its products are top sellers within their category at 

supermarkets and hypermarkets. 

Consumer 
goods  
companies 
should ensure 
they make  
sufficient  
investments to 
improve their  
in-store  
presence

EXHIBIT 12 

The influence of in-store 
information
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13

Source: Store visits; Insights China by McKinsey

Another large personal care company, C-Bons 丝宝, has taken an 

aggressive stance to compete in-store with its rivals. Since launching 

Slek shampoo in the late 1990s, C-Bons has placed its products next 

to P&G’s on the shelf in order to foster the same premium image as 

its larger competitor. It even occupies larger shelf space to appear 

more prominent. Regional specialists also tailor C-Bon’s in-store look 

to appeal to each market. This has helped C-Bon grow rapidly and 

maintain its market share despite sustained pressure from P&G in the 

fiercely competitive hair care market. 

With more and more buying decisions being made in-store, and signs 

of consumer loyalty to retailers rising, manufacturers and retailers 

should speed up brand building and differentiation. Differentiation for 

manufacturers may come from effectively using more creative forms 

of indirect advertising such as viral marketing and user-generated 

media such as blogs and online forums.

Sponsorship: Get maximum bang for your buck 

One form of indirect advertising – sponsorship – delivers a 

surprisingly high impact in China. Its success may be based on 

the same rationale that keeps TV at the forefront of advertising: 

the investment required for a large sponsorship deal often confers 

credibility on the brand. Combining the credibility of sponsorship 

with the reach of television could be a powerful combination. Dairy 

company Mengniu exploited this by sponsoring the ground-breaking 

Super Girl talent show, which was used to promote a new yogurt 

drink. At a cost of US$3 million, sponsorship of the show generated 

EXHIBIT 13 

Shop displays can be 
powerful marketing tools
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publicity in 34 cities and nationwide media coverage that would have 

cost Mengniu more than US$8 million if it had bought an equivalent 

number of TV commercials and print advertisements.

Sponsorship had a significant and measurable impact on brand 

awareness. Before sponsoring the Super Girl contest Mengniu was 

the “top of mind” brand for 10 percent of consumers; after the 

show, this had risen to 18 percent, overtaking traditional market 

leader, Yili 伊利. Indeed, so successful has Mengniu been that the 

generic name of the drink – Mengniu Suan Suan Ru 蒙牛酸酸乳 – 

has been recognized as an unregistered trademark for Mengniu.

Blogs and online forums: Understanding new media

The internet is an increasingly important marketing tool. All 

the online media vehicles we tracked in our survey, including 

online advertisements, product articles, blogs, and forums, have 

significantly increased their impact. Consumers even rate the 

credibility of blogs and online forums higher than traditional TV ads 

(Exhibit 14). 

While overall penetration still hovers at just 19 percent, the number 

of Chinese internet users is rising 56 percent a year, and stood at 

253 million in July 2008. Chinese consumers are increasingly turning 

to the internet as a key source of product information. Today, only 

9 percent of consumers would check a blog or online forum before 

purchasing a consumer electronics item, compared to 25 percent 

in the US. However, if internet penetration approaches the levels 

of developed economies, blogs and online forums will become the 

second most important media channel by 2020. 
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*** Percent of respondents who were reached by a certain medium and perceived it as a source of high quality information

Source: Insights China by McKinsey – 2008 Consumer Survey
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It will not come as a great surprise that younger consumers are 

more likely to go online to collect information before deciding to 

purchase something, nor that they are most likely to do so for 

consumer electronics purchases (Exhibit 15). Given the predicted 

increase in the importance of the internet, however, companies 

need to be very aware of how they are being talked about. Online 

forums in particular are notorious breeding grounds for rumors that 

can spread rapidly through “offline” word of mouth. These concerns 

should be heightened in an environment such as China, where some 

people are skeptical of official sources and rely on word of mouth 

for information. Word of mouth has more credibility than any form 

of advertising, which is true in many markets but especially so in 

China. Indeed, when asked what would lead someone to buy a new 

moisturizer, almost two-thirds said the recommendation of friends 

and family was vital, compared with just 38 percent in the US and 

the UK. By contrast, free samples would sway two-thirds of British 

and US consumers, but only one-fifth of those in China.

Many Western companies are becoming more familiar with dealing 

with user-generated media, but they can still fall short in this 

unfamiliar environment. One company that got it right is Chinese 

soft drink manufacturer, Wang Laoji 王老吉. After the Sichuan 

earthquake, Wang Laoji donated 100 million renminbi during 

a charity telethon – substantially more than most other large 

companies gave initially. This had an enormously positive impact 

for the company: word of mouth combined with 19,000 blogs 

encouraged drinkers to switch to Wang Laoji. One blogger developed 

the slogan: “If you’re going to donate, donate 100 million. If you’re 
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going to drink, drink Wang Laoji.” This consumer-created ad was 

distributed widely online. The sales volume of Wang Laoji increased 

by 25 percent at one supermarket chain the month after the 

earthquake, and by 35 percent at one restaurant chain. 
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Conclusion

China is a dynamic market that continuously 

challenges our assumptions and compels 

us to innovate. Over the three years that we 

have conducted our annual research, we have 

witnessed the emergence of an increasingly 

discerning and sophisticated class of consumers. 

Crafting strategies that successfully address 

the needs of these consumers will require a 

deeper understanding of their evolving tastes, 

attitudes, and behavior. For many companies, 

this will require building a team dedicated to 

analyzing consumer behavior more closely, 

and understanding how to translate consumer 

insights into actionable product and go-to-market 

strategies.

While we are convinced that Chinese consumers 

will continue to surprise us in ways we cannot 

foresee, companies that ground their strategies 

on fact-based insights into consumer behavior 

will be better positioned to succeed in this hotly 

contested market.
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