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PART I: COUNTRY PROFILE
1.1.

China – quick facts

Geography
China is politically divided into provinces, autonomous regions and municipalities 1.
Although unofficial, there is a different division for cities in China, which combines GDP, population and
politics aspects, it is the so-called Chinese city tier system. It represents a hierarchical classification of
Chinese cities, from Tier 1 to Tier 4, being the Tier 1 cities the most developed areas of the country:
large, densely populated areas with a huge economic, cultural and political influence in China.
Generally speaking, there are four cities included in Tier 1 level, which are Beijing, Shanghai,
Guangzhou, Shenzhen. However, some classifications often include Tianjin and/or Chongqing too.
Map of China, highlighting the most important cities (Tier 1 and 2)

Source: SCMP

1

A complete list of the divisions of the administrative areas in China can be found at the following link: 1-1 Divisions of
Administrative Areas in China (End of 2016)
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GDP
•

Total

China is the second largest country in the world, in terms of nominal GDP. However, it has the largest
purchasing power parity GDP worldwide.
According to the Chinese national statistics, as of 2016, China’s GDP (at current prices) was about
74.41 trillion yuan, which was approximately 10.15 trillion euros2. It may seem to be much lower than
the United States (17.67 trillion euros in 2016 3 ). However, it has to be noted that the Chinese
government uses a calculation method that underestimates the overall output of China in comparison
with the rest of the world. Therefore, China can be considered as the largest economy in the world.
•

Growth

The Chinese economy, as one of the main drivers of the global economy, has been growing at a high
rate (between 7% and 10% of GDP growth –at current prices- yearly):
China's gdp
( current pr ices)
In trillion yuan
80
60
40

54.0374

59.52444

64.3974

68.90521

2014

2015

74.41272

48.93006

20
0
2011

2012

2013

2016

Source: own elaboration based on the Chinese government’s statistics

•

Per industry

As it has been happening with the whole economy, Chinese primary, secondary and tertiary industries
have grown steadily during more than ten years.
The industry that has been growing at the fastest path and, at the same time, is the largest of the
economy is the tertiary industry. The evolution of the three industries across the past 3 years is as
follows:

2

Exchange rate as of 31st December 2016: https://www.oanda.com/lang/es/currency/converter/

3

https://tradingeconomics.com/united-states/gdp
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C h i n e s e G D P p e r i n d u s t ry
I n t r i l l io n y u a n
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Source: own elaboration based on the Chinese government’s statistics

•

Per sector

The strongest sector of Chinese economy is, by far, the industrial sector (accounting for one third of its
GDP).
Far from this, the sectors that follow are wholesale and retail trades and financial intermediation (being
both of them less than 10% of China’s GDP).
•

Per capita

As of 2016, China’s GDP per capita, at current prices, is 53,980 yuan (around 7,370 euros). Although
it seems to be a very low figure, as mentioned before, China stands as the largest economy in terms
of purchasing parity GDP.
•

Inflation rate

At consumer prices, China’s estimated inflation rate was 2.1% in 2016, and 1.6% in 2017.

Population
•

Total

As the largest country in the world, also in terms of population, Chinese statistics authorities state that
China had an population of 1.38 billion people by 2016 4, a figure that is increasing steadily.
•

4

Urban vs rural population

http://www.stats.gov.cn/tjsj/ndsj/2017/html/EN0201.jpg

8 / 149

There has been a major shift in this variable along the past 60 years: by 1950, the proportion of people
living in the countryside was almost 90%; whereas by 2016, this proportion has been cut in half, being
a little over 40%.
•

Male vs female

The official figures show an approximate equal distribution, with a little more weight on the side of male
(51.1% of Chinese are male, according to the public authorities).
•

Per age range

Almost half of the Chinese population is concentrated in the age range between 25 and 54 (48.51% of
its population), as stated by the CIA 5. The rest of ranges of ages are (more or less) equally distributed.
•

Employment per sector (agriculture, industry, services)

In line with the GDP distribution by sector, the service sector is at the first place employment-wise (with
a weight of 43.5%), followed by the industry and agriculture sectors. However, it is remarkable that,
despite the low weight that the agriculture sector has in terms of GDP, the percentage of labor force is
relatively high, gathering 27.7% of the overall labor force, very close figure to the industry sector.
•

Unemployment rate

According to the published statistics of the CIA, Chinese unemployment rate is below 4% (being the
data registered only for urban unemployment, not taking into account private enterprises and migrants).

Transportation
•

Passenger traffic

The overall traffic of passengers that took place in China during the year 2016 was over 19 billion
people6, distributed in the following transport means:
o
o
o
o

•

Railways: 14.8%
Highways: 81.2%
Waterways: 1.4%
Civil aviation: 2.6%

Freight traffic

5

www.cia.gov

6

http://www.stats.gov.cn/tjsj/ndsj/2017/html/EN0102.jpg
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The overall figure of the whole year 2016 is 43.86 billion tons. Its allocation differs from the passenger
traffic, especially in terms of waterways:
o
o
o
o
o

1.2.
•

Railways: 7.6%
Highways: 76.2%
Waterways: 14.5%
Civil aviation: 0.02%
Pipelines: 1.7%

The Chinese consumer

Income and expenditure per capita per sector

Nationwide, the per capita disposable income of China, as of 2016, is RMB 23,821. The figure of per
capita cash disposable income is almost the same.
Regarding per capita expenditure in the country, the overall number is RMB 17,110 7 (which is, as well,
a very similar figure to the cash consumption expenditure). The distribution of this expenditure per
sector is the following:
Education,

Health Care

Miscellaneous

8%

2%

Cultural and

Food, tobacco
and liquor

Recreation

30%

11%
Transport and
Communicatio
ns
Clothing

14%
Household

7%

expenses

Residence

6%

22%
Source: own elaboration based on China’s public data

•

Consumption

Consumption accounted for almost 80% of GDP growth in Q1 2018, while fixed investment accounted
for 31.3% of GDP growth. Consumption growth was supported by solid real disposable income per
7

http://www.stats.gov.cn/tjsj/ndsj/2017/html/EN0601.jpg
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capita growth of 6.6% year-on-year, though this reflects weaker 5.7% growth in urban areas combined
with faster 6.8% growth in rural areas. Consumer confidence also remains extremely high, though it is
no longer increasing relative to the end of 20178.
•

Factors driving consumption

Being the largest economy of the world and a more integrated country in the global trade makes China
a great country to target for any international company. However, there are distinctive variables that
should be taken into account to be aware of the singularities of the Chinese consumer. Thus, the factors
that are currently affecting Chinese consumers may be summarized in the following:
o Income: Chinese upper middle class (the world’s largest middle class) is the product of a
sector of the society that pursues higher education studies, focuses on developing a more
sophisticated career path and therefore earns more money. These people are upgrading
their needs and increasing historical consumption indexes.
o Generation: Millennials (people born in the 1980’s and 1990’s) are increasing the
consumption rate in comparison to their predecessors. One of the reasons is that this
generation has been raised in a prosperous China after its “Reform and Opening Up” (that
began in 1978).
o Channel: The emergence of new patterns of purchasing, with a special mention to the ecommerce irruption, are changing the consumption habits towards diminishing offline
purchases.
o Service: There is a major shift from consuming mainly products to the gain of relevancy of
the services and the purchase of experiences, which are increasing progressively.
o Geography: Even though in the past decades only Tier 1 and Tier 2 cities were drivers of
consumption, currently lower-tier cities are increasing their indexes of consumption in the
country too.
•

Consumer trends

Chinese consumer is changing. Besides what was mentioned in the previous section, Chinese
consumers are becoming more sophisticated, demanding products, services and experiences that
would not be proper of the traditional habit of consumption.
o Online shopping, especially driven by mobile, is making China a world leader in this sales
channel.
o Healthy lifestyle. There is an increasing tendency of searching for healthier solutions,
respectful with the environment, in all purchasing decisions. The willingness to stay fit, eat
healthy and buy from green alternatives are in the mindset of the renewed Chinese
consumer.
8

https://blog.euromonitor.com/2018/06/china-economic-outlook-q2-2018.html
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o High-end products. A stronger purchasing power, together with the desire of pertaining to an
exclusive class has made the Chinese consumer more willing to search for high-end
products. The global connectivity, which allows users to share their consuming habits and
observe others may as well be a cause of this. Thus, consumers are evolving from their
relatively price-sensitive mindset to a more premium-seeking attitude.
o Personalization. Over the next decade, the personalization of products and services to serve
the varying needs and demands of millions of Chinese consumers will not be an option for
businesses, but a requirement9.
•

Importance of brands

All of the previous are some of the reasons that explain why Chinese consumers are increasingly caring
for the brands they consume.
In terms of the source of the products, the habits change depending on the type of product, as it is
displayed below:

Chinese consumers’ preferences on brands (% of survey respondents)

9

http://www3.weforum.org/docs/WEF_Future_of_Consumption_in_Fast_Growth_Consumer_Markets_China.pdf
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Fresh food and poultry
Laundry detergent
Beer
Tissues and hygiene
Milk
Personal care
Small electronics
Apparel and footwear
Large electronics
Personal digital gadgets
Face moisturizer
Baby skincare
Fashion accessories
Foundation
Color cosmetics
Wine
Infant milk powder
Prefer foreign brands

Prefer local brands
Source: McKinsey consumer survey 2017

Consumption will continue to have unique Chinese characteristics. The preference for a westernized
vs Chinese lifestyle today in China is split approximately 50/50. Over the next decade, consumption will
take two paths: one consumer segment will remain Chinese-focused while the other will opt for a more
Western lifestyle. As a result, distinct divisions in spending behavior will continue to exist 10.

1.3.

Trade

China imports
•

10

From the world, per product, per country

http://www3.weforum.org/docs/WEF_Future_of_Consumption_in_Fast_Growth_Consumer_Markets_China.pdf
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Chinese imports from the rest of the world –as of 2016- account for a total value of approximately USD
1.23 trillion11.
The ten main categories of products are the following:
HS Code
(85) Electrical Machinery
(27) Oil & Mineral Fuels
(84) Industrial Machinery
(26) Ores
(90) Precision Instruments
(71) Precious Stones & Metals
(87) Motor Vehicles & Parts
(39) Plastics
(29) Organic Chemicals
(12) Oil Seeds

Import million USD
412,879.3
176,535.9
147,659.9
94,479.0
92,688.9
79,327.3
71,506.0
61,048.5
43,905.8
38,295.4
Source: China Customs

The top 10 trade partners, in terms of imports, are:
Country

Import million USD

South Korea

158,974.5

Japan
United States
Germany
Australia
Malaysia

145,670.7
135,120.1
86,109.0
70,895.0
49,269.6

Brazil
Switzerland
Thailand
Vietnam

45,855.0
39,945.4
38,532.3
37,171.6
Source: China Customs

•

From Ukraine per product

The imports to China from Ukraine account for USD 2.2 billion, which is a little over 0.1% of the overall
Chinese imports.
The top ten most exported products from Ukraine to China, in the year 2016 12, were:

11

https://atlas.media.mit.edu

12

Please, note that these are approximate figures. Source: https://atlas.media.mit.edu
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HS Code
(2601) Iron ore
(1512) Seed oils
(1005) Corn
(4403) Rough wood
(1507) Soybean oil
(1003) Barley
(8108) Titanium
(7202) Ferroalloys
(1514) Rapeseed oil
(7403) Refined copper

Export million USD
$801.0
$565.0
$449.0
$79.1
$58.2
$54.3
$17.6
$13.3
$9.3
$7.5
Source: China Customs

China exports
•

to the world, per product, per country

Total exports from China to the rest of the world in 2016 account for, approximately, USD 2.27 trillion.
The ten main categories of products are the following:
HS Code
(85) Electrical Machinery
(84) Industrial Machinery
(94) Furniture
(61) Apparel: Knit
(62) Apparel: Non Knit
(90) Precision Instruments
(39) Plastics
(87) Motor Vehicles & Parts
(73) Iron & Steel Articles
(64) Footwear

Export million USD
553,168.9
343,770.5
87,509.4
74,413.4
72,064.9
67,487.7
62,349.9
60,145.1
51,891.9
47,202.9
Source: China Customs

The top ten trade partners, in terms of exports, are:
Country

United States
Hong Kong
Japan
South Korea
Germany
Vietnam

Export million USD

385,677.8
287,251.7
129,268.5
93,707.1
65,214.0
61,094.1
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India
Netherlands
United Kingdom
Singapore

58,397.8
57,447.2
55,664.1
44,495.9
Source: China Customs

•

to Ukraine per product

Ukraine is also destination for China exports, with an overall value of USD 4.21 billion. This means that
0.2% of Chinese exports go to Ukraine.
The top ten most imported products into Ukraine from China in 2016 13 were:
HS Code

Export million USD

(8517) Telephones

210.0

(7210) Coated Flat-Rolled Iron

139.0

(8402) Rubber footwear

138.0

(8525) Broadcasting Equipment

129.0

(3808) Pesticides

119.0

(9405) Light fixtures

116.0

(5407) Synthetic Filament Yarn Woven Fabric

91.3

(8471) Computers

83.4

(8481) Valves

81.5

(8541) Semiconductor devices

76.7

It has to be noted that, the largest category of product that is exported to Ukraine from China is -by farelectrical machinery-related products (HS code 85).
Trade balance
As a result, the bilateral trade balance between both countries is positive for China, in over USD 2.7
billion, according to the UN statistics.
China-Ukraine trade and economic relations
In 1992, China and Ukraine signed a Trade and Economic Cooperation Agreement 14 in order to
regulate the commercial relations between both countries, covering various aspects such as duties for
international trade or taxes, among others.
China-Ukraine signed agreements
13

Approximate figures. Source : https://atlas.media.mit.edu

14

https://china.mfa.gov.ua/en/ukraine-cn/trade
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There are over 200 documents that covers in legal terms the agreements between both countries. All
of them are summarized in the website of the Embassy of Ukraine in China:
https://china.mfa.gov.ua/en/ukraine-cn/legal-acts.
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1.4.

Marketing in China

Before analysing some of the tools and aspects of China’s marketing, it is capital to explain what
influences the purchasing decision-making process. In this way, we can correctly develop an efficient
marketing strategy for China.
There are four major elements that influence purchasing decisions made by professionals. Consumers
share all of them, except the fourth one, that does not affect them. These are the following:
1. Origin: where the product comes from has a great impact on how the product is perceived. This
happens across the board and it is especially significant for high-end products that rely on their
image to build their brand (e.g. wine, spirits, apparel, cosmetics). There are several reasons for
that:
o Huge number of foreign companies trying to sell to Chinese buyers.
o Intrinsic difficulty for the Chinese consumer to remember foreign brands.
o Relatively scarce promotion of foreign brands, except for MNCs.
o Low or incorrect localisation of brands.
o Recent development of foreign commercial brands in China. There are not ‘good old’
foreign brands, everything is new, with very few exceptions.
o China’s tradition to highlight the origin as a defining characteristic of the product, even
for domestic products.
2. Price: this is pretty clear, as in any other market.
3. Packaging: how the product looks like is always important, but more so for the Chinese market.
4. Quality of management for Chinese clients: this only affects professionals, but it is at least as
important as any of the previous elements to close deals and maintain business partners. In this
category we have included all the actions that differentiate one exporter from another from the
point of view of a Chinese client. We specifically refer to any action that creates value or reduces
different types of risks for the importer, such as：
o Having experience selling to China
o Employing Chinese staff
o Product already imported in China
o Having extensively knowledge of how the Chinese market works.
o Trademark already registered.
o Portfolio and materials already adapted to China
o Replying fast and understanding cultural differences
18 / 149

o Solving issues satisfactorily from a Chinese point of view.

Brand localization
As previously stated, developing a brand image is essential to the commercial success of a product or
service in China.
In order to do it successfully, following the trends (some of which were mentioned before) and analyzing
the market may result in the compilation of the following key variables to care about when working on
brand localization in China:
•

Translating the materials is not enough, it is necessary to adapt them to the content that they
value: lots of information presented in a very visual way.

•

Have a partner in China that handles day-to-day operations (sales, after service, etc.) in Chinese.

•

Content development, video development and interaction with users.

•

Manage Chinese social media: WeChat and Weibo

•

Keep a strong presence in mobile channels

•

Consider targeting lower-tier cities, since first-tier cities may be saturated (this vary depending
on the industry).

Packaging
The way the product is presented to the final consumer is crucial in China. Therefore, packaging is an
important decision to care about when exporting to this market. Chinese consumers are different from
the Westerns in terms of the attractiveness of the package. As a consequence, there are several
variables to take into account when deciding about packaging:
•

Sticker vs. full packaging/label

China Customs operates at Chinese ports controlling packaging and labeling of goods that are both
leaving and entering the country. It is the authority that can reject your products from being imported
into China. Therefore, companies should confirm their products have either a label or a package which
complies with Customs requirements before starting exporting to China.
•

Sizes depending on the client and the distribution channel

For FMCG, it is important to understand how Chinese are consuming the products depending on the
channel they are sold. Convenience stores sell products that are ready-to-eat and for daily necessities.
Quantities and sizes sold on hypermarkets and e-commerce tend to be larger or sold in packs.
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For other industries, this also applies. Chinese may have different standards and requirements when
buying, so companies need to know them and make sure with their importers that they are sending
what is expected and the way they expect to receive it.
•

Social media integration (QR codes)

Given the high importance of social media in the current Chinese culture (including current trade in
China), it is highly important that the commercialized products are identified with a QR code that allows
the consumer to scan the code and directly reach the company’s website or social media accounts.
Once they start following the account, this channel becomes a way to interact with consumers, by
pushing content and chatting with them.

•

Flags on the packaging

As mentioned at the beginning of this epigraph, origin is one of the most important features of imported
products. Including country flags on the packaging can help raise awareness of country brand and help
the consumer to associate these products with the inherent qualities of the country of origin.

•

Private labelling
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This only applies to some products, but Chinese distributors and retailers are increasingly moving up
the value chain and they are building their brands of imported products. They source from a producer
abroad but use their own brands. They usually care most about price but once they start selling one
product, it is less common for them to switch suppliers than what it would be the case when Western
distributors use private labels. As Chinese distributors or retailers have more limited knowledge about
the cost structure of the producer, conditions are usually more favourable for the foreign private label
producer.

Discounts and sales
•

折 vs %off

The usual discount in China is expressed by the percentage of the total price that you need to pay
during the promotion, instead of the usual percentage off the price used almost everywhere in the world.
For example, in this shop, trainers are
sold at 15% discount of their total price
(8.5 折 ). Sometimes the period is
removed for simplicity, like in this case.
Half price would be 5 折.
75% discount would be 2.5 折.
Source: Cjackh

•

Buy one, get one free

This is also a very common form of discount, especially for food products. It is frequently used as a way
to clear products near expiration date.

•

Online shopping festivals
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China does not have festivals or holidays characterized by shopping and gifting (such as Christmas,
sales seasons, Valentine’s Day, among others), except for Chinese New Year (although normally
involves cash payments). As the domestic consumption grows rapidly, so do shopping festivals. In
China, these have been designed and promoted by online platforms, being the most notable example
Alibaba’s Singles’ Days (every 11th November -11/11-) and, the more modest, JD’s 618 mid-summer
(every 18th June). Each major online retailer has their own shopping “holidays”, although all of them
participate on the pioneer (11th November).
Some brands in certain product categories can sell more this day than in the rest of the year, depending
on how aggressive their discounts and marketing investment are. In 2017, the gross merchandise value
sold accounted for USD 25.3 billion (RMB 168.2 billion). More than 60,000 foreign brands participated
in the event15.

•

Most popular gifts: wine, olive oil, toys, mooncakes, fruits, school-related products…

Chinese are very used to give presents at many occasions, from familiar celebrations to special
holidays and business meetings and visits. The above-mentioned products could be highlighted as
those that they give as gift the most (depending on the type of celebration).
Please note that most of the holidays celebrated in China are different from Europe or happen at a
different date.

Traditional Marketing
•
15

Promotions in retail

https://www.fungglobalretailtech.com/news/singles-day-2017-wrap-new-retail-helps-boost-singles-day-sales-record-high/

22 / 149

Despite the development of e-commerce across all industries, for most of them it is still important to
care about gaining customers by promoting their products at retail establishments.
Nearly all promotions in retail are linked to some form of digital content. This O2O campaigns can
leverage the presence of the products in retail to gain digital followers, maximizing the impact of the
campaign.
•

Tradeshows and fairs

China is home to many world-class trade shows and fairs or exhibitions. There are many options for
every industry, due to the government’s push to expand the infrastructure to host these events and the
size and variety of China’s economy.
This is one of the best tools for SMEs at early stages of their ‘China project’, because it enables them
to get a grasp on the market, visit retailers, meet with potential clients and check on worldwide
competitors. Face-to-face discussion and negotiation in China is especially important. While closing
agreements in a tradeshow is almost impossible on the first visit, it sets the foundations to develop
meaningful business relations after that.
For European SMEs, following up is always difficult. Traveling for the tradeshow requires a lot of
preparation and time out of the office, so a lot of work gets delayed and export managers usually tend
to work hard on catching up, leaving the follow up actions (e.g. sending e-mails with requested
information, calls, proposals) for later. This is understandable but the Chinese perceive that the
company is not so well managed if they need to wait long for an answer or a proposal, as we have
already explained at the beginning of this epigraph.
Another issue is the language barrier and the tools for communication. E-mail is almost obsolete in
China, most of the communication is done via WeChat. The sheer amount of e-mails everyone receives
make decision makers less receptive to them, up to the point of being often ignored. Also, replying in
English might be a good option, but having someone in China helping you out to contact clients is
definitely a big advantage.
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•

Advertisement

Traditional advertisement, such as ads on printed magazines, newspaper or TV commercials, is
decreasing year after year in China. Trendy advertisement spaces include ads on lifts, ads on cinema
pre-rolls and, of course, the internet.

Poster in an elevator in Beijing advertising an air purifier

The internet is probably the most relevant advertisement option for SMEs. While it requires certain
investment, it allows companies to target only potential clients or costumers, maximizing the impact of
the promotion campaign.
Digital Marketing
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•

Chinese firewall

One of the first things to keep in mind when doing business in China is that very different rules apply
from doing business in Europe or other regions of the western world. One of these different rules is
referred to as the “Chinese firewall”. There are many internet websites that cannot be accessed in
China (unless using a VPN service). The list of banned websites and apps is long and is constantly
growing. It now includes: Google (any service, except translation), Facebook, Twitter, Youtube,
Instagram, Snapchat or Whatsapp.
This means that you cannot use your everyday social media for the Chinese market. It will require
certain level of time investment into getting to know and understand Chinese online tools.
•

WeChat

WeChat, that today has over 1 billion active users16, started as a messaging APP, but it is now much
more than that. You can virtually do anything through WeChat. It has become an ecosystem of built-in
apps with a built-in payment platform. Here is a list of (some of) the things you can do with WeChat:
•

Message your friends

•

Share on your timeline (like you would on Facebook)

•

Transfer money

•

Top-up your phone

•

Order a cab

•

Buy movie tickets

•

Order your dry cleaner

•

Order food

•

Buy products from merchants’ WeChat stores (including cross-border e-commerce)

•

Invest money in a wealth management plan

•

Book a train or plane ticket

WeChat enables companies and individuals to create “WeChat Official Accounts” in order to promote
their company or brand. These accounts are similar to Facebook Pages: anybody can follow them and
will then receive push notifications from them, although they are mobile-only, all content is 100% ready
to be consumed via smartphone.
To a large extent, WeChat marketing is the art of gaining followers to the companies’ account, getting
them actively engaged with it and eventually converting them to customers, either by selling directly via
WeChat, or by other means.

16

https://www.businessinsider.com/wechat-has-hit-1-billion-monthly-active-users-2018-3?IR=T
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Opening a WeChat account has a very reduced cost, depending on the type of account can be free or
up to RMB300 (approx. EUR38).
Operating requires Chinese employees or subcontracting services from other company, which can vary
approximately between EUR1,000-4,000 per year respectively.
•

Weibo

Even though it is largely behind WeChat, Weibo is still one of the most popular social media platforms
in China, with 300 million registered users. It could be said that it is the ‘Chinese Twitter’ and combines
functions of both Twitter and Facebook in many ways. Weibo marketing is one of the recommended
platform for marketing activities in China 17.
Weibo does not require any opening fee, however, operating costs will be very similar to those of
WeChat.
•

Website

Even though it is not as used and developed as social media, website adaptation to Chinese is
important for every business that wants to export to China. Translating the content is not enough, the
information shown needs to be adapted to Chinese consumer. Usually, what you have on your website
in English is not effective for China.
Some advises when creating your website for China:

•

▪

Host it in China to improve speed.

▪

Integrate other social media (WeChat and Weibo)

▪

Get a Chinese domain (.com.cn or .cn)

▪

Make it mobile responsive

▪

Not only translate to simplified Chinese, but also adapt contents

▪

Accept mobile payments and/or Unionpay bank cards.

Others (search engines, bloggers, platforms…)

Baidu is the search engine leader in China, followed by so.com and sohu. Baidu is one of the largest
internet companies, and one of the premier AI leaders in the world and it offers Pay per Click ads,
similar as Google, but foreign companies need to partner with local agencies.
Bloggers or Key Opinion Leaders (KOLs) are a good way to gain traction and achieve sales fast but
costs are high, companies should be careful to avoid a very short-term impact and possible fake KOLs.
E-commerce platforms are an amazing channel to turn advertisement into sales instantly. There are
many different ways of promotion, such as pay per click, top results or temporary promotional
campaigns.
17

https://www.marketmechina.com/use-weibo-marketing-china-business-strategy/
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Advertisement in video platforms are a good marketing tool for some industries, such as Creative
Services, Food and Beverage or Information and Communication Technologies. For example:
•

Douyu. It is a Tencent entertainment company which streams videos including online games.
Advertising in Douyu would be especially interesting for Ukrainian SMEs from the Creative
Services industry.

•

Youku. It is a video platform, that includes both videos uploaded by users and films and series
productions. Although difficult for SMEs, companies can publish advertisement of their products
depending on the video topic.

•

Bilibili. It is another video platform which offers videos of various fields, including music, dancing,
science and technology, entertainment, movie, drama, fashion, daily life, including
advertisement. It also has a live streaming service for KOL who normally talk about video gaming
related topics.
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1.5.
•

Market characteristics

Currency and exchange rates

The Chinese currency is the “Renminbi Yuan”. Currently, the Chinese authorities are in the process of
promoting its internationalization, so that it becomes a referent for international markets. Nevertheless,
it is still far from the objectives Chinese authorities are targeting.
As of 15th August 2018: 1 euro equals 7.83 yuan.
Along the past years, the evolution of the yuan, in comparison with the euro is the following:
Conversion of 1 euro into yuan
11
10.5
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8.5
8
7.5
7
6.5

Source: European Central Bank

•

Production per industry
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As indicated by Chinese authorities, the overall gross output value of the primary industry at Chinese
economy is RMB 11.209 trillion (approximately, EUR 1.430 trillion). It is allocated as shown below:
Fishery
11%

Animal
Husbandry

Farming

30%

55%

Forestry
4%
Source: National Bureau of Statistics

•

Inbound and outbound investment
o To the World, to which countries

China is the 12th largest owner of stock of direct foreign investment abroad, with a figure of USD 1.342
trillion.
o From the World, from which countries
Despite the fact that China maintains a restrictive policy towards direct investment in the country from
abroad, its stock of direct foreign investment at home is USD 1.514 trillion, ranked the 6 th in the world.
•

Economic freedom
o Law, regulatory efficiency, open market

China’s economic freedom is the 110th in the 2018 index, according to The Heritage Foundation 18. This
means that the country is far from the ideal standards. However, it has to be noted that China is
benefiting from the world’s internationalization that drives market openness as being integrated in the
global economy benefits them, especially in terms of trade.
The abundance of state-owned enterprises, financial freedom and investment freedom are some of the
largest concerns of this kind.
o Economic freedom China Vs. Ukraine

18

https://www.heritage.org/index/pdf/2018/countries/china.pdf
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China and Ukraine are at a similar level of economic freedom according to The Heritage Foundation,
being both in the range of “mostly unfree” countries, in economic terms. Both of them are below the
world average. A bilateral comparison of their evolution is shown in the following graph:
Overall economic freedom of China and Ukraine
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Ukraine
Source: The Heritage Foundation
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1.6.

E-commerce

Introduction
42% of global e-commerce is happening in China19. The overall Chinese development in the field of
Information and Communications Technologies, which is an industry that is covered in a later part of
this report, has a lot to do with this figure. Moreover, the improvements of mobile payments –which
have almost substituted cash in many parts of the country-, the development of delivery systems,
companies’ digitalization and changes in the tendencies of consumption have driven the boom of this
sector. One of the outcomes is that the online shopping users in China reached 533 million, an increase
of 14.3% from the end of 2016.
•

Internet access

Regarding the China Internet Network Information Center, there were over 760 million Internet
broadband access ports in the country, at a later stage of year 2017. This figure is almost 10% larger
than the previous year, displaying a high annual rate of growth.
•

Mobile accessing to the Internet

There are over 750 million mobile internet users in China, as of end of 2017. The mobile Internet users
accounted for 97.5% of the total netizen population. Both figures have increased from the previous year.
•

Social media

It is a subject of great importance in this country. From a social, economic and commercial point of
view, social media is one of the pillars of Chinese society. It could be even said that it is impossible to
survive in the country without a WeChat account.
As of December 2017, the utilization rate of WeChat Moments and Qzone reached 87.3% and 64.4%
respectively. Other social media platforms, such as Zhihu, Douban, and Tianya Community also
experienced huge increases.
Social media is widely used for shopping purposes. Companies have the possibility of creating their
own shops in these platforms, interact with users for marketing purposes, using them as after-sales
platforms, among many other functionalities.
Social media is in the direction of “connecting all things”, being helped with the development of new
wearable devices, and the internet of things that makes it all interconnected.
•

Online and mobile shopping analysis

Almost 70% of total internet users in the country actually shop online and in their phones. These users,
Chinese consumers, are on smartphones for on average two hours per day. This means an immense
market, with high exposure to be reached by social media and many other means. Actually, all e19

https://www.weforum.org/agenda/2018/04/42-of-global-e-commerce-is-happening-in-china-heres-why/
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commerce sites are optimized for mobile when building stores and online displays there is no other
option in China. One of the masters of this is Alibaba, China’s leader of online and mobile shopping.
•

Online and mobile payments analysis

The massive use of these means of payments is set to make cash almost obsolete. It may be –sooner
or later- said that it is hard to pay in cash in China. In line with this, WeChat has created "Cashless
Day" aims to promote a green, fashionable and efficient lifestyle. Even though a completely cashless
society is unlikely to happen, a new age of smart life has already arrived, according to WeChat.

Development of E-commerce
In 2017 it took place the fast development of personal Internet applications. Users of various
applications were growing.
•

Online shopping

As it is being reflected with statistics and facts, online shopping is transforming China’s economic
environment, where most of the top websites pertain to online shopping sites 20. This importance is
somehow shared with other sites: search engines, portal sites and online video.
It is important to understand that there are several entry methods to sell online and each one of them
has different characteristics. As a summary, there are the following methods to sell:
-

Own a store in an online platform (e.g. Tmall.com, Jd.com). The model mostly followed by
multinational companies. They have control of the layout and most aspects of the store, and
take advantage of being hosted within the platform. It requires companies to have a legal
establishment in China, customer service, handle returns from China and invest hefty sums
in marketing. Products are imported in China and stored in warehouses in the country, from
where orders are shipped to consumers. Platforms have their own logistics systems with
warehouses in many cities and can take care of your distribution for a fee.
This is not a recommended option for SMEs, as it needs a lot of resources and results are
questionable. According to data by the China E-commerce Information Platform, only 5% of
all the companies in Tmall had annual sales over RMB 10 million (EUR 1.25 million), 5% had
between 5 and 10 million and the remaining 90% had less than 5 million (0.67 million euros)
in sales.

20

Top 500 websites in China: http://www.iresearchchina.com/content/details7_45411.html
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-

Sell products via the distributor. While creating a shop requires considerable resources, the
current distributor can sell the imported products online. In fact, regardless whether
companies are aware or not, most of them sell their products online. This is one of the best
options for SMEs to start selling online, as it is inexpensive although companies need to
sacrifice the control of their operations. Like in the previous model, products need to be
imported and stored in China first.

-

Cross-border e-commerce. It is a sales channel in which the consumers buy products online
that are sent directly to them from abroad or a bonded area (or FTZ) in China. CBEC can
only be a B2C or C2C sales model.
Products purchased will only clear Customs and pay taxes after the order is placed. CBEC
taxes and duties and regulations are different to regular e-commerce.
The most common option for cross-border e-commerce is to open a store in one of the crossborder e-commerce platforms (e.g. tmall.hk, jd.hk, kjt.com, kaola.com), although that is also
an expensive option (usually over RMB 1 million per year for top platforms).
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Opening a WeChat cross-border store is a cheaper option that is gaining traction, although
it needs to be combined with a marketing strategy to gain traffic and achieve sales, since it
will not be part of a marketplace.
•

Online meal ordering

It is one of the industries that is growing at a fastest path. Over 340 million of Chinese consumers
ordered food online, being 322 million of these orders done by mobile phone. It is a market that still has
a huge potential, estimated to be below RMB 2,000 billion in 2018, but growing at such a high rate that
will probably reach almost RMB 3,000 billion in two years (by 2020). Chinese players Tencent and
Alibaba cope most of the market21.
The development environment for the sector has been further optimized. Legal regulations in the field
of food safety have kept improving. Online meal ordering platforms and catering brands have begun to
give top priority to building their takeout brands by improving takeout products and service quality
•

Online travel booking

Being an industry with a revenue (estimated) of USD 32.99 billion22, online travel booking gathered 376
million users in 2017. Mobile phone has become the main channel for online travel booking. Even
though Chinese authorities push large Chinese airlines to put more efforts of increasing their bookings,
the sector has an Online Travel Agency (OTA) penetration of 77.5% for website bookings and 81.2%
for bookings made through an app, so these latter are the largest players of the market23.

21

https://www.ft.com/content/acc41678-9625-11e8-b747-fb1e803ee64e

22

https://www.statista.com/outlook/262/117/online-travel-booking/china#market-revenue

23

https://www.chinatravelnews.com/article/117797
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1.7.
•

Chinese business culture

Introduction

China is a civilization that has always had strong differences with the rest of the world, especially in
comparison with Western countries. These differences remain alive in every aspect of the Chinese
culture, including its business culture. In order to increase the possibilities of success in doing business
with a Chinese counterpart, it is important to understand its business culture.
•

Meeting guide
o Be punctual

Punctuality is a must when doing business with Chinese businesspeople. To avoid tardiness, people
tend to arrive early (several minutes before the meeting time). Notify in advance if you will be late,
always using WeChat, rather than email (they will read the WeChat message immediately, but probably
will not read an email in time).
o Bring your company presentation
Especially in first visits, Chinese businesspeople will be willing to know more about the company, and
they will find it more reliable and professional if you bring the company presentation.
o Be ready to discuss prices
Chinese are used to bargaining. This fact does not mean they bargain as a habit when doing business,
but are direct when talking about prices, even if it is the first time you are meeting.
o Follow up after meeting
They are used to follow after meetings, especially when it comes to the visiting people. They will always
appreciate that you show them you are grateful and look forward to a future cooperation.
•

Presentation
o Bring business presentation cards. Offer them with both hands

Business cards are a must when doing business in China. It is highly recommendable that the exporter
prepares business cards with both sides of the card filled with the usual information details in English
and Chinese. Please keep in mind that they put their last name before their name.
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o Have a WeChat account with your profile before the meeting
Business cards are still ubiquitous, but sharing WeChat accounts is becoming more and more common
and effective. Learn how to add a contact and how to share your QR code before the meeting.

•

Communication
o Email normally does not work. Call directly or send WeChat message

They are connected to WeChat most of the time, so this messaging tool will be the most efficient when
talking to Chinese counterparts. WeChat has a built-in translation service that works both ways (from
Chinese to English and vice versa) and can smooth out some problems in communication.

o Language
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They will be delighted if you try to use as much of Chinese as you know. Basic words such as hello,
thank you, or even phrases like “nice to meet you” are not hard to learn and will always be better to use
them. However, do not worry since they do not expect you to speak Chinese. Depending on your
industry and how often they are used to deal with foreign counterparts, they will have certain level of
business proficiency.
In any case, it is advisable that you check in advance if there will be an English speaker in the meeting,
and if the response is affirmative, try talking to this person before the meeting. Almost all Chinese
people with a certain level of education will be able to write and read in English, but only a fraction of
them will be able to have a fluent conversation in English.
Nevertheless, you will need to use an interpreter in most of your trips. It is highly advisable not to rely
entirely on previous experiences. Assessing the interpreters’ English level must be done before
confirming the service. Once chosen, you should send a presentation of your company, how you think
conversations will go and a list of key vocabulary that they need to prepare in advance. You are
expected to cover all the costs for the interpreter while they are working for you, that is: transportation,
meals, refreshments, among others. If you are going on a budget, there is a huge pool of English
students that will be glad to work at an affordable rate in exchange for gaining working experience.
•

Working practices
o Hierarchical society

The position of a professional in a company really matter for Chinese businesspeople. They will expect
you to communicate more with the person with a higher position in a company, and so they will do the
same with your company’s visiting employees.
o Guanxi:
Networking is very well-recognized, practiced and valued in China. Showing your counterpart that you
have a network of high-level professionals and connections will boost business success in many cases.
However, be advised that Chinese businesspeople will tend to overestimate the importance of their
network. A lot of them will claim to be in very good terms with the local, provincial or even central
Government and that is guarantee of success. While having strong connections is certainly an
advantage, do not base your decision on this, as the real impact of said connections in business is
usually negligent (except in certain places and industries).
o Close contact. Face to face
Chinese are used to face to face discussions and close contact. Respecting each other’s personal
space is not the highest priority in this country.
•

Negotiation
o Be ready to bargain
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As previously mentioned, Chinese people are used to bargain and it is not seen as anything negative.
It is always important to do it in a respectful way.
o Losing face
This is a relevant particularity of the Chinese culture: disrespecting someone in public is the worst thing
you can do to your counterpart in China. Disrespecting can mean something different for each side.
For example, you should not say “you are wrong” or “mistaken” to a leader when subordinates are
around, even if they are. An alternative would be “I see your point, but I think that…”.
o Do not push too hard.
Chinese people tend to avoid saying “no”. Therefore, it is important to keep a smooth communication
and be able to read between lines, understanding the limits of the negotiation and not reaching them
too quickly.
o Avoid political comments
Politics is, generally speaking, a topic that should always be off the table, especially if concerns
domestic politics. It will not bring any positive aspect to the conversation in most cases.
•

Business lunch/dinner
o Be prepared to drink alcohol

When doing business with Chinese people, building a personal relationship will make a difference. In
this sense, Chinese people will ask you toast for different good wishes, at different times along the
dinner. They will ask you to stand up, they will approach you and after giving a small hopeful speech,
they will shout “ganbei” and drink up the glass.
o Be prepared to personal questions (partner, children, age, etc.)
Going out for a business dinner usually means to be asked to share personal information with others,
being family one of the most common topics.
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1.8.
•

Property rights protection and corporate
R&D (Trademark Registration)

Introduction

Any company that is interested in China and plans to have any sort of contact with the Chinese market
needs put in place a strategy on intellectual property. SMEs sometimes prefer to have a ‘wait and see’
attitude towards intellectual protection and that is a huge mistake when working with China. There are
groups of people specialized in IP theft that can put you in a very difficult situation in this market.
•

Copyright

Copyright registration in China is administered by the Copyright Protection Centre of China (CPCC).
Applicants must complete the copyright registration application form and send the application materials
to CPCC. All kinds of products and services that are original and reproducible are subject to be
registered. The protection period usually involves 50 years (or more, in particular cases).
•

Patents

Chinese patent law covers three distinct areas:
o Invention Patents: for new technical solutions or improvements to a product or process,
provided that the technical solutions have a practical applicability.
o Utility Model (UM) Patent: similar to the previous ones, but only protect products with new
shape or structural physical features.
o Design Patent: includes external features of a product [i) the shape of a product; ii) the
pattern of a product; iii) the shape and pattern of a product; iv) the shape and colour of a
product; v) the shape, pattern and colour thereof].
Invention patents are valid for 20 years and are normally granted within 3 to 5 years. UM and design
patents and applications shall be filed with the State Intellectual Property Office of the People’s Republic
of China.
•

Trademarks

Trademarks are, by far, the most relevant IP category for most companies. As mentioned on the
introduction of this epigraph, SMEs usually register their trademarks after participating in a tradeshow
or even after successfully making some sales. This is a big mistake.
Registering a brand before it is exposed in China is something that every company –regardless of the
size or resources available- should do. The Trademark Law in China adopts the “first-to-file” system,
which grants exclusive rights of trademark use to the registrant who applies first, and provides the
registrant a high degree of legal protection for its exclusive use in China. There are many cases in
which exporters have seen their products stopped in Chinese Customs unable to clear the shipment
because a Chinese individual or company had registered their brand in Mainland China.
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There are companies in China whose main business is to find foreign market newcomers without a
registered trademark and then, register their trademark in China. It does not matter how small you are,
they go to tradeshows and other events taking notes of participating companies. In those cases, foreign
SMEs are left with three options: paying to get their trademark back (usually at least EUR 20,000);
change their trademark for China; or abandon the market.
Companies registering their trademark in China have to select the class and items in which the mark
will be protected (depending on the type of good or services they are offering) and decide if they would
like to make a registration in English, Chinese or both. Also if they would like to attach the logo or
register it separately. Companies should also confirm that the trademark they want to register has not
been registered already by a third party.
In order to be eligible for registration, a trademark must:
o be legal - it must not be identical or similar to the name or flag of a State, international
organizations, have discriminative or offensive content, or consist of exaggerated and
fraudulent advertising etc.;
o be distinctive - the signs must be capable of distinguishing the goods/services of one
company from those of another;
o not be functional - this requirement applies, in particular, to three-dimensional shapes that
cannot be registered as trademarks if they too closely resemble the goods/services they
represent, exist in order to achieve a certain technical effect or give greater value to the
product than the goods/services themselves
It can be registered through the ‘national’ or ‘international’ system and can only be effectively protected
in China once it has been registered for that territory. The entire registration process can take up to 16
months (usually between 12 and 14 months).
Once registered, it lasts for 10 years and can be renewed infinite times.
•

Geographical indications

They have to be registered at the General Administration of Quality Supervision, Inspection and
Quarantine (AQSIQ), although with the Government restructure that integrated most of the former
almighty AQSIQ into the new State Administration for Market Regulation (SAMR), the new situation is
unclear.
IGs can be protected by two means:
o under the trade mark law and
o by registration at AQSIQ
They last 10 years from the date the right is granted and are renewable indefinitely.
•

Trade secrets

In China, a trade secret is any non-public information with actual or potential commercial value which
is guarded by confidentiality measures. In order for the information to be a trade secret, it must a) be
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non-public - it must not be known by the general public or by competitors; (b) have actual or potential
commercial value - it must give the owner a competitive advantage or be capable of generating
economic benefit; and (c) guarded by confidentiality measures.
They can theoretically enjoy an infinite term of protection so long as they remain secret.

1.9.
•

How to find and maintain business partners

Main options
o Different options to find business partners

In order to find and maintain business partners, there are many different options, similar to other parts
of the world. However, the effectiveness of each option differs compared to other markets. The following
list explains the most common places or ways to find business associates or clients, whether they can
be done from abroad and how well they work in China:
•

Trade fairs: they have to be visited when necessary. It is important to keep updated
about the yearly success of trade fairs and be informed of how good it is before
committing to participate. Participating in more fairs does not mean a greater success.
Although it is a good way to find partners at early stages of any company’s project in
China, after a couple of years, it is frequently better to choose other activities or
combine tradeshows visits with more focused actions. The success rate of trade fairs
can be catalogued as low-medium.

•

Direct market research. It is difficult to be performed from abroad, but normally
implies a medium-high success rate.

•

Available contact list. Both public and private lists can be consulted from abroad,
but the success rate is usually low (a bit better when talking about private lists). In any
case, companies will almost certainly will need a Chinese speaking person to conduct
this calls from China.

•

Sector associations. They also require to be visited, but it usually has a low success
rate. It takes time and perseverance to develop a close relationship so that it can be
useful.

•

Daily network. It cannot be done from abroad, but the success rate is usually high.

•

Business agenda. Visiting China with a working plan organized with a support of a
specialized partner has a high success rate.
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•
•

Online platforms. They can be managed from abroad, but require speaking Chinese.
Their success rate is variable.

When visiting

Some valuable suggestions to keep in mind are the following:
o Samples and promotional materials
If possible, always bring samples when visiting China. Beware of the logistic procedures in advance
and check the regulations concerning samples: they normally differ from regulations affecting normal
exports.
Regardless of the chosen method to bring samples, it would be advisable to bring a small quantity of
samples (when possible) in your luggage. In that way, samples will for sure be ready for the first
meetings.
o Store check
Store checks provide very valuable information for exporters, they are an insightful way of better
understanding the market and its particularities and getting tons of data: how many brands are being
sold; how many SKUs per brand; which origins seem to be the most popular; how important is the
category of your product in that retail space; what package size is the most common; what are the top,
average and bottom prices for your category; among many other aspects.
o Frequently asked questions in meetings
Be prepared to be asked –and answer- the following questions:

•

•

Is your brand a main player in your country?

•

How big are you in your home market?

•

What other countries are you exporting to?

•

Have you already sold in China so far?

•

What is your main competitive advantage?

•

What are your export requirements?

•

Have you registered your brand in China?

•

Can we have exclusive rights?

•

CIF export?

•

What are the payment terms?

•

What is the shelf life?

Negotiating
o Best practices
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•

Mailings have no impact

•

English is of limited use

•

Distributors are saturated of receiving e-mails, very low reply rate

•

It is highly recommended to visit periodically

•

Promote your company and product

•

Choose options to add high value to find a partner

•

Insist

•

Do not rush, but do not stop

o Due Diligence (documents, references, third parties advise)
When dealing with potential Chinese partners it is difficult to assess their capacity. The
mere size of the country, the number of companies operating in it, the language barrier
and the opacity of the market, make really hard for SMEs to check the legitimacy of a
company.
However, it is very important to conduct some level of due diligence before signing
contracts in order to avoid potential issues minimizing the risk of the operation and allows
the foreign company to adjust expectations.

SMEs do not need a big budget for this. There are a few actions that will provide insightful
information at no cost or very low cost:
•

Ask for a copy of their business license. This is a mandatory document for all
companies registered in China and it is common practice to share with potential
business partners. You can check the authenticity by scanning the QR code on the
bottom left corner of the certificate. If valid, it will take you to the website of their local
Administration of Industry and Commerce (AIC) and will display all the data shown in
the license.
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•

Use the Chinese name of the company to research online the following: participation
in events and activities, mentions to the company in WeChat, job advertisements,
listings, employee reviews, check if their address matches the reality (check building
directory or use Baidu maps).

•

Make a phone call to their landline number and ask for your contact person. This might
need to be done in Chinese.

•

If you have doubts, go and visit them by surprise in their registered addressed.

•

There are financial reports of any registered company that can be bought online at
affordable rates.

•

Do not worry if they do not have a website. There are legit companies without websites,
it is fairly common.

o Contracts
•

Chinese tend to have a different attitude towards contracts. They give less importance
to the wording and the content. Sometimes, signing a contract is not the final step in
the negotiation, some details will be worked out later or some agreed parts may be
challenged.

•

Define both parties properly, make sure their details are exactly the same as in their
Business License and the person signing the contract is their legal representative.

•

Define the scope of the contract as precisely as possible.

•

Specify the obligations by each party.

•

If you are selling goods, include a full description of them and pictures if possible.

•

Set the price, incoterms and payment terms.

•

Choose the currency for the transaction.
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•

•

Establish clauses regarding: termination, language, arbitration and competent
authorities, applicable law, confidentiality, partial validity, communication, date, place
of signature and identify who is signing.

•

Make sure that the contract has the company stamp. All companies in China have
different types of “chops” (stamps) that validate any legal document. Otherwise, it will
have no legal validity.

After they become a partner
It is important to build and maintain the relationship, so keep visiting often and provide
support, training and resources to your partner so they can better market your products. In
this way, you ensure a win-win situation.
Make sure the communication channel and language of choice works well, otherwise seek
alternatives as quick as possible. Following up quickly, professionally and making sure that
your counterpart understands your messages is essential to maintain a healthy business
relationship. You may need to be persistent at times in order to get a reply or an action from
your importer, but you should
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1.10. Avoiding scams
•

Introduction

Scams happen more frequently than what we can think it would. There is a huge business behind them.
There are some Chinese companies that are highly specialized on scamming. It sometimes happens
that European companies are not easily discouraged to give up the negotiations and “opportunity” that
the scammer offers. Exporters usually seek support when it is already too late. They start suspecting
but do not contact the Embassy until they have either very strong sense that they are being scammed
or actually after they have been scammed.
•

Main clues to detect them

Scams happen in every single industry. In order to detect them, there are a few suggestions to be
followed:

•

▪

The Chinese counterpart has only English website

▪

They have contacted the company out of the blue

▪

Fake pictures of their facilities (if not obvious, use reverse Google image search to check)

▪

The deal they offer is on very good terms. Usually, too good to be true.

Trademark scam

The most common situation for trademark scams is the following: a European exporter attends an
international trade show, exchanges business cards with lots of people and their contact details are
also on the exhibition’s catalogue. A week after the show, they receive the following email:
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Dear President&CEO,
We are the organization specializing in network consulting and registration in China.On April 28. 2016,a applicant
named Mr. Steven Lau from ARO Enterprise Co., Ltd wants to record and register the brand name
YOURCOMPANYBRAND and some domains by our office.
After our preliminary review and verification,we find ARO Enterprise Co., Ltd has nothing to do with your company.
But If you have permitted this company to apply these names, or you think the application will not damage the interests
of your company,please allow us to fulfill all the registration for ARO Enterprise Co., Ltd. If you against the company's
application,please let me know by email ASAP.
Best Regards,
Herbert Zhou
Manager of Registration department
Address:98 Shanghai Ave,Hefei 230001,China
Tel: (+86) 0739-5266069
Fax:(+86) 0739-5266069

This is an obvious trademark scam. Nobody is trying to register the exporter’s brand, or if somebody is
doing so, it is definitely not related to the company behind that e-mail. Legit trademark registration
companies do not research potential conflict of interests for any brand they register.
After that email, they follow up several times before they give up. Best approach is not to reply to them.
•

Signing contract scam

Chinese Company approached European producer, normally out of the blue to make an enquiry.
The European Company sends quotation and the Chinese company basically agrees on everything but
ask them to either come to China to sign the contract “face to face” to improve the relationship or to
prepay for some made up taxes or lawyer expenses.
The European producer might think it is a bit odd, but blinded by the opportunity that it means to sell to
China and especially on the agreed conditions, agrees on the Chinese demands.
After spending a considerable amount of money, the Chinese side disappears, they stop replying emails
or Skype
Companies seek support after this stage.

•

European buyers scam
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Chinese company approached European company offering a product they are looking for at an
extraordinary low price.
The Chinese company fights very little on the conditions and accepts to sell using a letter of credit,
which gives confidence to the European buyer. Up until this moment, the Chinese company is replying
and making decisions very fast.
The Chinese company produces a set of fake documents and sends them to the buyer. It also sends a
shipment of the same weight and approximate volume of the expected cargo.
Banks check documents and everything is in order. They release the payment to the Chinese company,
that immediately close the bank account and disappear.
The European Company feels very frustrated and seeks professional advice. Almost impossible or cost
effective to pursue legal action.
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PART II: IN-DEPTH OVERVIEW OF THE
FOOD AND BEVERAGE SECTOR
2.1.

Introduction to the F&B market, including
key facts

China has become the second largest food importer in the world, and will soon be the largest, due to
the transformation of its economy and social structure. Income increase, interest on Western lifestyle,
search for healthy eating habits (especially in various segments of the urban population), new
technologies, improved logistics and new regulations, among other reasons have transformed Chinese
F&B market. Also, the growing demand that Chinese production is not able to satisfy, makes the import
of F&B a material necessity, increasing yearly. During the period 2013-2017, total China imports
increased 137%, CAGR 8,19%.

Evolution of all China F&B imports
60
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Source: China Customs
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2.2.

Market segmentation and market trends

As it can be seen in the graph below, although wine, food preparations (juices, jams, sauces), bakery
and confectionary products and chocolate are the most widely seen products in both traditional and Ecommerce retail in China, they represent just a small part of the huge world of foreign products imported
into China.
Chinese demand for imported products is mainly concentrated on first need consumption products,
which China is not capable to supply in sufficient quantity yet. Despite being the products more affected
by trade barriers and import restrictions (see section 2.6) and whose import process is more closely
controlled, these categories are the ones which offer bigger opportunities for foreign companies hoping
to access Chinese market.

China imports from the World per product (2017)

Source: China Customs

All F&B products imports follow a steady growth trend, which is expected to be continued during the
following years.

Meat and offal
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Meat and offal reached a record in import value during
2016, due to an unexpected shortage in China
production of pork meat. Therefore, import value in 2017
was lower compared to 2016, however, there is still a
growing trend.
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In general terms, China does not have the capacity to
produce enough meat and offal, so they are demanding
premium cuts for retail and foodservice and cheaper
cuts for food processing industry. Most demanded meat
is, in this order, pork, beef, offal and poultry.

BILLIONS USD

Dairy and infant formula
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Dairy imports dropped suddenly on 2015 from USD6.5
billion to USD3.3 billion, but have been recovering
slowing, reaching USD5 billion again on 201724. China
is trying to produce their own high-quality (high in protein)
milk, by concentrating farms and improving cows feed,
however, the gap between production and demand will
unlikely be covered in near future.

Infant formula requires a special registration to be
exported to China, what makes it very difficult for SMEs
0
to access the market. Registration process is long and
2013
2014
2015
2016
2017
costly, but once the registration is approved, companies
can benefit from a very profitable market due to limited offer.
2

Seafood

24

Source: China Customs
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BILLIONS USD

China seafood imports have been growing steadily for
the last years. In 2017, seafood imports increased up
to 4.89 million tonnes25 . One quarter of this quantity
was imported for processing, which will be re-exported,
while the rest is meant for direct purchase in retail and
foodservice.

10
8
6
4
2
0
2013

2014

2015

2016

2017

Most commonly consumed imported seafood products
include cod, squid, mackerel and prawns. High-quality
seafood, such as lobster, salmon, and crab, is
frequently found in foodservice for high-end
consumers26.

BILLIONS USD

Cereals
Cereals imported bulk represent an important part of
China imports compared to other products. However,
China is a large cereal producer, therefore cereals
exports to China are strictly controlled, both limiting
approved exporters and importers and setting import
quotas.
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Imported bulk cereals are just a small percentage of
cereals consumed in China. In 2016, China produced
580 million tonnes27 of cereals, while imports were only
20 million tonnes28.

Fruits and nuts

25

https://www.seafoodsource.com/news/supply-trade/chinas-seafood-imports-surged-in-2017-while-its-export-growth-continued-toslow
26

https://www.foodexport.org/get-started/country-market-profiles/asia/china-seafood-country-profile

27

Source: The World Bank https://data.worldbank.org/indicator/AG.PRD.CREL.MT?locations=CN&view=chart

28

Source: China Customs
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BILLIONS USD

In terms of volume, most frequently imported fruits into
China are lychees, jackfruit, and passion fruit, bananas
and citrus fruits, coming mainly from Vietnam and
Thailand, Philippines and Ecuador and South Africa and
Australia respectively.
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Fruit sales are now concentrated in fruit stores chains,
supermarkets/hypermarkets and e-commece.
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Wine, liquors and beer
6

Wine was the alcoholic product most imported into
China in 2017, both in value and quantity terms. Imports
during this period reached USD2.7 billion and 745
thousand tonnes.
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In terms of value, liquors and spirits were the second
most imported products, especially grape based spirits,
such as grappa, pisco, cognac, brandies and
aguardiente.
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Beer would be the third in terms of value, but second in
volume, coming mainly from Germany and Mexico.

Food preparations
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BILLIONS USD

This category includes basically juices, frozen
vegetables, tea and coffee concentrates, jams and
sauces. The first three represent the most frequently
imported product within the category.
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These products are normally sold in retail, both
traditional and E-commerce. However, they are not
commonly consumed by Chinese, and rotation rate is
low.
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Chocolate, bakery products and confectionary
3.5

Sugar for refining is the most representative product
within this category, reaching USD832 million in 2017.
Second most important product in this category are
chocolate preparations (spreads and preparation for
making beverages), with USD350 million imports in
2017.
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Vegetable oil (soya bean, sunflower, linseed)
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BILLIONS
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Vegetable oil imports are restricted by Chinese
government. Exporters have to register in AQSIQ (now
SAMR) before exporting.

1.5

Exports have dropped from 1.8 billion to 1.1 billion since
2013 to 2017. Because China is a strong producer of
these types of vegetable oils, it is not expected that the
trend will be reversed soon.
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Consumer preferences

Interest in trying new products

Especially due to the increasing influence of marketing and social media among Chinese consumers,
they will get information about what is new in the market and will be open to try it. They are now mainly
interested in those products claiming health benefits, high-quality nutritional characteristics.
•

Purchase frequency and basket size.

Consumers tend to shop for food frequently, with many people shopping on a daily basis. Especially in
convenience stores and E-commerce, where they make purchases very frequently an average of 1-3
products.
On the other side of the ledger, purchases in specialty stores, hypermarkers and supermarkets happen
weekly or bi-weekly, with an average purchase of 10-15 articles.
•

Health awareness

Chinese are starting to care about what they eat, preferring fresh food instead of packaged food, which
can be seen as inferior or lacking in freshness. The demand for products that are both fresh/healthy
and easily consumed or prepared is expected to continue to grow in the future. Imported products are
often perceived as higher-quality, safer and more reliable because of past food scandals in China.

•

Convenience
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China is moving towards a more convenient and high-quality F&B consumption. This is because of a
larger young working class, with busier lives compared to previous generations, for whom convenience
is getting a great importance. Purchases in traditional markets are being reduced and E-commerce and
convenience stores are seeing their business grow.
E-commerce itself is now being divided into two groups. First one is made up of large E-commerce
platforms, where consumers can find every type of products, from chocolate, to beer and frozen beef,
where delivery may take between 1 and 2 days, depending on the product and the city. However, the
second group is specializing in fresh products, offering fast delivery, even within 1-hour.
•

Foodservice growth

In Tier-1, Tier-2 Chinese cities, people are increasingly going out to eat or ordering delivery, instead of
preparing their own food at home. Between 2013 and 2016 food delivery ordered online (mainly through
mobile apps) increased by 44% and dining out grew by 10%, while food purchased for home cooking
grew a limited 3%29.

2.4.

Key challenges

As it can be clearly seen, accessing and making business in China implies many and varied challenges,
here are the most common:
1. Difficulty to operate in China. Chinese market works different to other markets in the world.
Companies need to be completely aware of market characteristics and regulations to be able to
respond efficiently to the eventualities that may come up.
2. Differences in business culture. As described in Section 1.8., Chinese way of doing business is
different, making it difficult to establish a relationship without the help of a Chinese employee or
collaborator.
3. Distance. Despite its strategic location, allowing exports by boat, railway and road, products still
need to travel a long distance and transport methods need to be adapted to Chinese
requirements (humidity, temperature, etc.). This is especially relevant for fresh products.
4. Barriers to F&B products. As described in Section 2.6. Import duties, import restrictions and
trade barriers, F&B products exported to China need to comply with many restrictions which
make the export of some products very difficult, especially for fresh products.
5. Fierce price competition because of E-commerce development. E-commerce development is
faster in China than in any other country in the world. Having access to prices of every product
29

https://www.bain.com/insights/china-shopper-report-2017-chinas-two-speed-growth-in-and-out-of-the-home
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online makes the consumer much more price sensitive. Additionally, E-commerce convenience
for consumers make them more likely to buy online and in a traditional retail store.
6. Unstable, complex, and excessive regulation and unclear implementation of new regulations.
There are many regulations, experiencing frequent changes, approvals and derogations.
Sometimes regulations that are on force are fuzzy and it is difficult to understand its practical
application. Also, finding regulations from an official or reliable source it not always easy.
7. Lack of consistency in the customs clearance procedure. The clearance procedure for entry
ports can differ from one port to another, making it possible to have the products stocked in
customs with the consequent expenses.
8. Lack of recognition of foreign certifications. Many companies whose selling point is being organic
or claiming to have certain health benefits need to change their strategy to being able to sell
their products in China.
9. Lack of recognition of the Ukrainian origin in China for F&B products. Historically, China has not
been a frequent destination for Ukraine exports, this makes the country brand very little
recognizable. Ukraine companies and authorities will have to work on country brand promotion
to make their products attractive above other origins.
10. Extreme need of localization. Materials need to be translated to Chinese (English will not work)
and marketing needs to focus on online promotions. Traditional offline promotions are still
common, but have a smaller impact on the consumer.

2.5.

Import-Export step-by-step process

When exporting to China, companies have to be familiarized with relevant procedures, certifications,
standards and regulations related to Chinese market access. This graph describes the general process
of import of pre-packaged food products to China30.
30

This information refers to general foodstuffs without claims for health benefits or food additives. These kinds of products have a
different import procedure and different phases of inspection.
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Before products are shipped

1. Prepare the export documents
List of documents that are always required (R) and others sometimes required (S):
1. Packing list (copy) (R)
2. Invoice (copy) (R)
3. Bill of lading/Airway Bill (copy) (R)
4. Non Wooden Packing Certificate (from suppliers)/Certificate of fumigation/Pallets with IPPC
mark (original) (R)
5. Certificate of analysis (copy) (R)
6. Certificate of origin (original) (R)
7. Health certificate (R)
a. General Health Certificate
b. Health (Sanitary) Certificate for specific products
8. Free sales certificate (S)
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9. Authorization certificate for sales of the products in China / authorizing the importer to import
and distribute the products in PRC. (S)
NOTE: All value, weight, quantity and product information must match in all documents.
In addition to these documents, China is planning to require a Food Export Certificate, similar to the
Health evaluation report, to all food imports. Expected starting date was on October 1 st, 2017, however,
on September 22nd, 2017 they announced a two-year grace period for its implementation, until
September 30th, 2019.31

1. Packing list:
•

A document containing the details of the shipment and serving as a basis for the customs
treatment of goods.

•

Required for customs clearance.

•

Chinese name of the document = 装箱单 (Zhuang Xiang Dan)

•

No specific form required.

2. Invoice:
•

To be prepared in Chinese or English.

•

No specific form required.

•

Customary content: name and address of the seller and the buyer; invoice number, place and
date of issue; country of origin; port of destination; transport information, including details of
freight and insurance charges; terms of delivery and payment, including CIF value; unit prices
and amounts; exact description of goods, including details of gross and net weight, brand and
commercial names and HS Code; authorised signature of the exporter.

3. Airway bill:
•

A document containing the details of the international transportation of goods by air and
proving the transport contract between the consignor and the carrier's company.

•

Prepared by the carrier and required for customs clearance.

•

This document is the equivalent to the Bill of Lading when transporting goods by air freight.

31

https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009DP.aspx?language=E&CatalogueIdList=238926,238923,238922,238924,238925,238943,238944,238942,238941,238938&CurrentCat
alogueIdIndex=8&FullTextHash=371857150&HasEnglishRecord=True&HasFrenchRecord=False&HasSpanishRecord=False
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4. Non Wooden Packing Certificate (from suppliers)/Certificate of fumigation/Pallets with IPPC
mark
•

The adequate document will depend on the type of pallet. Either the Non Wooden Packing
Certificate (a self-declaration document) or the International Plant Protection Convention
(IPPC) mark stamped on the pallet are needed.

5. Certificate of Analysis:
•

A document confirming that microbiological and physical/chemical tests have been carried
out by an appropriate laboratory in the country of export.

•

The specific conditions for the Certificate of Analysis depend on the particular product. For
example, in case of wine to be imported into the P.R. of China, the certificate must state the
content of sulphur dioxide and sulphites to ensure that the relevant threshold values are
adhered to.

•

The Chinese authorities will accept the certificates issued by an appropriate and duly
accredited laboratory in the country of export if all relevant information is provided. Tests
carried out at the company’s facilities could also be accepted, although lab tests are preferred.

•

To be prepared in Chinese or English.

•

No specific form required.

•

Minimum content:
o date of the analysis
o name, address and stamp of laboratory which has carried out the analyses
o name, commercial name and description of the samples and their features, including
batch numbers, if applicable
o test methods and maximum levels allowed
o results of the physical/chemical tests
o results of the microbiological tests, if applicable
o name and signature of the responsible official of the concerned laboratory

6. Certificate of origin:
•

A document certifying the origin of the goods to be imported.

•

Usually issued by the competent chamber of commerce. In some countries, however, this
responsibility may also be assigned to other bodies such as ministries or customs authorities.
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7. a) General Health Certificate
•

Document issued by local authorities for food products that are being exported

•

It certifies that products are compliant with the relevant legislation in the country of origin and
were in good condition at time of inspection, prior to shipment and fit for human consumption.

7. b) Health evaluation report (specific for some products) / Phytosanitary Certificate
•

This certificate is required for products that require CNCA registration (animal origin), such as
milk, pork or beef32.

•

They are published after the export protocol between China and the exporting country is
signed. Each protocol required a different sanitary certificate, specific for that product.

•

It states product is free from diseases and pests and is compliant with the phytosanitary
regulations China.

8. Free sales certificate
•

Sometimes required by the importer as an extra document to support their case at customs.

•

It is normally issued by a Chamber of Commerce of the exporting country.

9. Authorization certificate for sales of the products in China / authorizing the importer to import
and distribute the products in PRC.

32

•

General authorization document including the importer details, company details and logo,
place and date, and a representative signature (and stamp, if possible).

•

It is not required by Customs, but importers may ask for it.

•

We strongly recommend to limit the authorization in time (e.g. from the date of the document
is signed until Dec 31st, 2019)

•

This is usually asked by E-commerce platforms and other retailers to avoid responsibility in
case the products turn out to be fake. It shows the authorities that they did their due diligence,
since the new Food Safety Law establishes fines for the entire distribution chain if a product
is not compliant.

http://www.cnca.gov.cn/bsdt/ywzl/jkspjwscpqzc/
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2. AQSIQ (now SAMR) online registration as a producer and exporter
The registration process with AQSIQ (now SAMR) is free and can be carried out online through
their website: http://ire.eciq.cn/33. Sometimes, when accessed from abroad, the website does
not work correctly, so producers and exporters may need support from someone connected from
China to get registered.
The result of the registration is a system message with the filling and query number. These two
numbers are used to login, in order to record change, cancel your registration, enquiries, etc.
The importer must follow the same registration process in AQSIQ (now SAMR) in order to import
food products into China, but they will do it by themselves.

3. Label translation and original flat design
Each single SKU imported into China must have a CIQ34 approved label, regardless how small
the difference is35. The label design process is the following:
A. ALL contents on the original label blueprint must be translated.
B. Claims and organic certification logos not recognised by Chinese authorities must 36 be
removed from the packaging.
C. Design of the label.
•

There is some information that any foodstuffs package or sticker label must include in
simplified Chinese language:
o Name of the product. It can include a brand name followed by the name of the
product showing the nature of the product, e.g. 科罗娜啤酒 Corona Beer,
o List of ingredients. Preceded by the expression “配料” (ingredients) or “配料表” (list
of ingredients), ingredients shall be listed in descending order of their weights; those
ingredients constituting less than 2% of the food may not be listed in descending
order. Compound ingredients must declare raw ingredients between brackets.
Allergenic ingredients must always be declared,

33

The registration process is included in the FAQ

34

CIQ (China Inspection and Quarantine) is the Chinese institution in charge of, for example, checking labels and making sure that
exporters follow the local Chinese regulations. There are 35 CIQ offices in 31 Chinese provinces, each of them depending from
AQSIQ but independent between them.
35

See FAQ to check when a new CIQ approval is required for a different label

36

As often discussed, regulations stipulate so, but in practice we have seen imported products with the EU organic logo covered by the
sticker in the market. We recommend companies to try this option if they are really interested in the market, but they need to be aware
of the risks so they can be mitigated.
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o Net content. If larger than 1000 g or 1000 ml, quantities must be measured in litres
(l) or kilos (kg),
o The nutrition components of a food should be indicated in form of box table (except
in exceptional circumstances) which can be any size and should be perpendicular
to the baseline of the packaging. The title of the table should be Nutrition
Components Table 营养成分表.
Prepackaged foods of following types are exempt from rules on nutrition labeling
▪

Fresh food, such as packed raw meat, raw fish, raw vegetables and fruits, fresh
eggs, etc;

▪

Alcohol beverages with greater than or equal to 0.5% of alcohol content;

▪

Packaged food with total surface area of no more than 100 cm2 or the largest
surfaces area of the package is no more than 20 cm2;

▪

Food sold on the site which is usually bought for immediate consumption;

▪

Bottled drinking water;

▪

A prepackaged food that the daily intake amount shall be no more than 10g or 10ml.

▪

Those prepackaged foods which falling with the criteria of exemptions of food labels
according to the laws, regulations and standards

o Country of origin,
o Name and address of the importer/distributor, declaring independent branch offices
or subsidiaries,
o Issue and expiration date marked in the sequence of the year, month and day, other
order date coding shall be declared
o Storage conditions
o For products requiring CNCA registration, the company production license number
must be declared
o Batch number and instructions for use may be declared if necessary
•

Where the largest surfaces area of a package (container) of prepackaged food is more
than 35 cm2, the minimum size of the words, symbols and numerals in the mandatory
labeling information shall not be less than 1.8 mm in height

•

Font size depends also on product weight.
Range of net weight

Minimum height font (mm)

Q ≤ 50 mL; Q ≤ 50g

2

50 mL < Q ≤ 200 mL; 50 g < Q ≤ 200g

3

200 mL < Q ≤ 1L; 200 g < Q ≤ 1 kg

4
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Q> 1 kg; Q> 1 L

6

•

If the label includes both Chinese and foreign language(s), the foreign language(s) font
height cannot be higher than Chinese. This does not apply for registered trademarks.

•

If inner package label information can be clearly distinguished through the outer wrapper,
the same labeling information may not be repeated on the outer wrapper.

•

If inner packages are covered by an outer wrapper and are not a selling unit, the
mandatory labeling information may only be indicated on the outer wrapper.

NOTE: For detailed specifications check Chinese standards:
➢ GB 7718-2011 “Food Safety National Standards General Rules for the Labelling of
Pre-packaged Foods”37,
➢ GB 2760-2015 “Food Safety National Standards for the Usage of Food Additives” 38
➢ GB 28050-2011 “Nutrition Labelling of Pre-packaged Food”39
➢ Standards specific for each type of product

Label vs. sticker example

37

http://gain.fas.usda.gov/Recent GAIN Publications/Labeling of Prepackaged Foods_Beijing_China - Peoples Republic of_5-52010.pdf
38

https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Standard%20for%20Food%20Additive%20Use%20-%20GB27602015_Beijing_China%20-%20Peoples%20Republic%20of_4-28-2015.pdf
39

http://gain.fas.usda.gov/Recent GAIN Publications/General Rules for Nutrition Labeling of Prepackaged Foods _Beijing_China Peoples Republic of_1-9-2013.pdf
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There are consulting companies authorized by CIQ that offer label verification services. This
verification certificate does not substitute CIQ certificate and it does not guarantee import
success, but it eases greatly the CIQ inspection at customs. The importer is responsible to
submit the blueprint, its translation and the Chinese sticker.

4. Importers registration
All importers of food products (either foreign-owned or Chinese-owned) must be established in
China with a registered business scope that includes the business activities of importing and
distributing food products (even if the importer does not intend to commercially distribute the
products). Importers must also be registered as a foreign trade operator with the Ministry of
Commerce (“MOFCOM”).40

5. Product information table
It is not a requirement, but it is common practice that importers ask for an Excel table with the
information listed below. It simplifies keeping track of the values that will be submitted to
Customs and helps checking that the information in the export documents is accurate:
•

Product description (e.g. chocolate bar with caramel)

•

Production and expiration date and shelf life,

•

Total weight,

•

Format (e.g. 100 g/unit),

•

Number of units per box,

•

Number of box per pallet,

•

Total number of units,

•

CIF price/unit

•

HS Code (XX.XX.XX.XX),

•

Detailed list of ingredients

This info will be used by the importer at customs clearance.

40

Step-by-step procedure to check the registry of an importer is described in the FAQ
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Once products arrive in China

Once the food products arrive in China, Chinese Customs will review the export documents and will
inspect the food products themselves to make sure that they documents are accurate and to confirm
their declared value. Then, Customs issues a corresponding duty memo, which must be paid to
Customs within 15 days.
1. Customs clearance
A. Documents review. Chinese Customs will check the documents explained in the previous

sub epigraph. These documents should be submitted prior to the arrival of the shipment, but
in practice they are not reviewed until after product arrival and Customs approval.
B. Label Verification. Once the label is designed in compliance with Chinese standards, the

importer can proceed to submit it for CIQ inspection. If products are being imported for the
first time at that CIQ office, this authority will meticulously inspect the Chinese language
labels.
As mentioned before, attaching the label inspection certificate issued by a CIQ authorized
consulting company can ease the CIQ approval a great deal, although it does not guarantee
100% success.
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If label verification fails, products are not allowed to leave Customs warehouses and the
exporter will have to bear with the costs generated.
For pre-packaged food products, the exporter can choose to either paste the label before the
export or after the products’ arrival in China. If the exporter plans to paste the labels on arrival,
it is important to consider the cost of storage required while they are being pasted. After all
products have the label, samples can be sent to CIQ for analysis.
C. Sample Inspection. The inspection procedure includes the following steps:

•

CIQ will inspect food samples to ensure that they meet safety requirements and that
their labels are correct. Samples are chosen according to CIQ criteria, usually mean
around 3-5% of the total shipment quantity. This quantity should be taken into account
by both the exporter and the importer when negotiating the terms of their agreement.

•

CIQ will also check if the products are in compliance with existing national food
standards according to the Standardization Administration of the People's Republic of
China (SAC)41 and other relevant regulatory bodies.

CIQ will always conduct inspections to goods imported for the first-time (at that CIQ branch)
and those high-risk categories (animal origin). Other categories will get random inspections
every once in a while.
D. Import duties

•

Import duty. Average import duty in 2016 in China was 9.76% 42

•

VAT. It has been announced a reduction in VAT in China, from 17% to 16% for general
goods, starting on May 1st. However, official release is not out yet. 43

•

Consumption tax. It only applies to a reduced number of products. Food-related products
affected by consumption tax are only whose over-consumption is harmful to health, social
order and the environment, e.g., tobacco (30-50%) and alcohol (5-25%).44

2. Clearing products process

41

http://www.sac.gov.cn/SACSearch/outlinetemplet/gjbzcx_en.jsp

42

https://data.worldbank.org/indicator/TM.TAX.MRCH.SM.FN.ZS?end=2016&locations=CN&start=2016&view=bar

43

http://english.gov.cn/premier/news/2018/03/29/content_281476093703476.htm

44

http://www.chinatax.gov.cn/eng/n2367731/index.html
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1. The product is unloaded from the mean of transport.
2. It is transported to Customs warehouse
3. Import documents are checked
4. If documents are correct, the importer will pay the import duties. Customs Declaration Form
will be issued.
5. Products are transported to the importer’s warehouse
6. CIQ inspects the samples
7. CIQ results:
a. If the products are compliant, the importer will get Health Certificate for Distribution and
clear the goods
b. If the products are not compliant:
i. Because of a non-SPS related issue:
1. The exporter can decide to amend the documents and re-apply
2. Goods can be returned to origin This in practice has proven very difficult,
since countries in origin usually require a certificate of non-manipulation and
Chinese authorities would rarely issue one.
3. Products can be destroyed
ii. Because of a SPS related issue: products will be destroyed
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After successfully clearing customs

After CIQ finishes the inspection of the products with a positive result, importers will have the two
documents generally required by any distributor or retailer in China:
1. Health Certificate for distribution. It proves that this batch of products passed the inspection
and can be distributed in China.
2. Customs Declaration Form.
•

A certificate provided by Customs which verifies the import of the products and it is used
as documentary evidence by the companies to complete the relevant formalities.

•

Required for every shipment

Once the importer obtains these two approvals (Health Certificate for distribution and Food Label
Verification Certificate), the goods can be cleared.
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2.6.

Import duties, import restrictions, trade
barriers

Import duties
•
•
•

Import duty. Average import duty in 2016 in China was 9.76% 45
VAT. It has been announced a reduction in VAT in China, from 17% to 16% for general goods,
starting on May 1st, 201846。
Consumption tax. It only applies to a reduced number of products. Food-related products
affected by consumption tax are only whose over-consumption is harmful to health, social order
and the environment, e.g., tobacco (30-50%) and alcohol (5-25%).47

Import restrictions and Trade barriers
China has different import restrictions and trade barriers depending on the type of F&B product.
Products with animal or plant origin require a bilateral agreement48. and exporting companies need to
be approved by CNCA, while cereals and other products which China produces in large quantities have
import quotas.
Bilateral agreements - Protocols
Bilateral agreements (also called protocols) are negotiated between the relevant authorities of the
country of origin and AQSIQ (now SAMR) (General Administration of Quality Supervision, Inspection
and Quarantine of the People's Republic of China) who will evaluate technical materials to access the
animal health status of the exporting country.
The assessment evaluates the laws and regulation, the veterinary health service structure, quality
management control system and detection and monitoring of animal epidemics. After obtaining a
positive in-situ evaluation the Chinese authorities will initiate negotiations to design the content of the
protocol between the two countries, and also to discuss the format of sanitary and phytosanitary
certificates.
Food products that require a bilateral agreement are normally those which have an animal origin or
fresh products. Specifically, these categories are:
•
•
•

Fresh fruit
Frozen fruit
Meat

45

https://data.worldbank.org/indicator/TM.TAX.MRCH.SM.FN.ZS?end=2016&locations=CN&start=2016&view=bar

46

http://www.chinatax.gov.cn/n810341/n810755/c3377945/content.html

47

http://www.chinatax.gov.cn/eng/n2367731/index.html

48

AQSIQ. Mission. International Cooperation. http://english.aqsiq.gov.cn/AboutAQSIQ/Mission/
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•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Casing for sausages
Aquatic products
Infant formula
Dairy products
Dried beans
Dried fruits and nuts
Fresh seasonings
Fresh vegetables (includes some mushrooms)49
Grain derived products
Grains
Oil seeds
Other plant products (includes some mushrooms)
Vegetable spices
Sweeteners
Bee products (it is not a protocol per se, but a recently published list of approved countries and
products)
Bird’s nest products

CNCA registration
Some products, additionally to signing a bilateral agreement, may require additional registration of the
production facilities with the Certification and Accreditation Administration of the People's Republic of
China (CNCA) of production plants of exporters, only the products from establishments that have been
registered by CNCA can be imported into China.
This registration process can include on-site visits from Chinese officials and bilateral cooperation
between the relevant authorities of the country of origin and CNCA. Productions plants need to meet
the requirements of veterinary hygiene and public health stipulated by the laws and regulations of both
countries.

Other barriers
•

Limited approved entry ports. For some products, such as meat 50 or seafood 51 , China has
published a list of the only approved ports that can be used for the import of such products.

•

Limited approved importers. For certain products, such as meat and edible oils importers and
exporters need to be approved by AQSIQ (now SAMR).

Mushrooms are not vegetables, although AQSIQ includes them in these two categories. Examples of mushrooms on each are: 干制
牛肝菌 Dry boletus edulis, 干木耳 dry Jew's ear fungus, 干制榛蘑 dry honey fungus, 鲜或冷藏的金针菇 fresh or chilled
Enokitake/golden needle mushroom, 鲜或冷藏的伞菌属蘑菇 fresh or chilled Agaricaceae mushrooms
49

50

http://jckspaqj.aqsiq.gov.cn/xz/spxz/201701/t20170109_480310.htm

51

http://jckspaqj.aqsiq.gov.cn/xz/md/201409/t20140918_421660.htm

72 / 149

2.7.

Price build-up

There are different fees depending on the channel the product will be sold. For traditional retail and Ecommerce import costs will be the same, while distribution costs will change, being higher for traditional
retail.

Import costs
Import costs after arriving in China includes customs operation fees, terminal costs, import declaration,
inspection fee, storage fee, transportation and labelling. They would be different depending on the port
and the efficiency on clearing customs. A troublesome slow import process can generate unnecessary
costs, mainly because of storage fees.

Distribution costs
Traditional retail
In addition to import costs, products sold through traditional retail have to bear with distribution costs.
This will be divided into three roles:
•
•
•

Wholesale distributor
Local distributor (one or more)
Retailer

Roles can be independent from each other or can be combined into two or just one. We may find a
wholesale distributor who also plays the role of local distributor, or a retailer which is also its own
wholesale and local distributor, for example.
Example of price build-up for traditional retail:

E-commerce
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As for E-commerce, costs added after import costs are smaller than those in traditional retail. Generally
speaking, there will be two main roles:
•
•

Wholesale distributor
E-commerce platform

Large platforms normally do their own distribution, minimizing costs, which allows them to have lower
final prices.
Example of price build-up for traditional retail:

2.8.

Key regulatory bodies

On March 17th, 2018, the 13th China's National People's Congress (NPC) approved a major re-structure
in food regulatory bodies52. A new super-entity named “State Administration for Market Regulation
(SAMR)” in English and “国家市场监督管理总局” in Chinese has been created.
The former mighty AQSIQ has been dismantled and two of its main departments –CNCA and SAChave been integrated into SAMR. CIQ will now be one with China Customs, which will certainly improve
coordination between the two authorities that until now were involved in the import process of foodstuffs.
CFDA, SAC, FSC and SAIC will also be integrated into SAMR. Other agencies not so relevant for food
imports, but that will also merge into SAMR are: SIPO, the Anti-Monopoly Commission (State Council),
the Price Supervision and Anti-monopoly Bureau (NDRC), and the Anti-Monopoly Bureau (MOFCOM)
and CAC.
The new structure of major regulatory bodies involved in food imports is the following:
52

http://www.gov.cn/guowuyuan/2018-03/17/content_5275116.htm
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SAMR

CNCA

China
Customs
CIQ

SAC

FSC

SIPO

SFDA (CFDA
dismantled)

This new behemoth is a regulatory administration that consolidates all different aspects of food (and
other products) imports: commodity entry-exit, food safety, anti-trust enforcement, and intellectual
property rights protection.
One of the most important objectives for SAMR is to improve enforcement efficiency and consistency.
As we have seen in numerous cases, this is one of China’s main deficiencies, not only in food imports
but across the board. With access to information and data that until now it was spread among several
agencies, this is expected to improve in a relatively short time.
Changes are already visible. A new website for SAMR 53 is already online and all Chinese versions of
the agencies that are being dismantled now redirect to that website. There is no English version of this
website yet, although we can expect to have one soon.
Some other changes approved the NPC include the rebranding of the Ministry of Agriculture, that after
the change is named the Ministry of Agriculture and Rural Affairs (MARA); the NHFPC will be now the
National Health Commission (NHC) and will incorporate some responsibilities from other agencies. It
remains to be known if this new organism will continue with its predecessor duties about drafting Food
Safety Standards relating to food packaging materials and conducting food safety risk assessments for
novel foods.
New regulations are expected to emerge in upcoming months. How fast SAMR will be a fully functioning
agency is unknown. As agencies become truly integrated, we can expect the administration to become
paperless and to streamline most common processes to gain efficiency. For example, starting 20 th April
53

http://samr.saic.gov.cn/
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201854, Chinese exporters and importers will not need to register with Customs and CIQ as it was
required until, and they can do so by submitting documents to an online platform.
AIC: Administration for Industry and Commerce
AQSIQ: General Administration of Quality Supervision, Inspection and Quarantine of the People's
Republic of China
CAC: Certification and Accreditation Administration
CFDA: China Food and Drug Administration
CNAS: China National Accreditation Service for Conformity Assessment
CNCA: Certification and Accreditation Administration of the People's Republic of China
CIQ: China inspection and Quarantine
FSC: Food Safety Commission of the State Council
MARA: Ministry of Agriculture and Rural Affairs
NHC: National Health Commission
NPC: National People’s Congress
NHFPC: National Health and Family Planning Commission
SAC: Standardization Administration of the People's Republic of China
SAIC: State Administration for Industry & Commerce
SAMR: State Administration for Market Regulation

2.9.

Regulations specific

Food Safety Law
On 2015 the 2009 Food Safety Law (FSL) was updated to is current version. Due to the past food
scandals in China, it is mainly focused on risk prevention and supervision and applies to the whole
chain, from production, distribution, storage, sales and foodservice of food and food additives to
production and distribution of food related materials (packaging, detergents, etc.).
It covers the following aspects:
•
•
54

Risk monitoring and assessment of food safety
Food safety standards

http://www.customs.gov.cn/customs/302249/302266/302267/1662054/index.html
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•
•
•
•
•
•
•

Food production and distribution (general rules, process control of production and distribution,
labels, descriptions and advertisements and special food)
Food inspection
Food import and export
Settlement of food safety incidents
Supervision and administration
Legal liabilities
Supplementary provisions

In addition to the 2015 FSL, Chinese authorities have published the Implementing Rules of the 2015
Food Safety Law, which are not yet in force have itself been revised already twice. This Implementing
Rules are meant to define new provisions or redefine some already included in the FSL.
Announcement

In force

Name (English and Chinese)

Link:

Food Safety Law and Implementing Rules
25/04/2015

09/12/2015

01/10/2015

Draft

Food Safety Law 2015

Official

中华人民共和国食品安全法(2015)

English

Implementing Rules of the 2015 Food Safety Law

English

食品安全法实施条例
19/10/2016

First

Implementing Rules of the 2015 Food Safety Law

Official

revised

食品安全法实施条例

English

Second

Implementing Rules of the 2015 Food Safety Law

Official

revised

食品安全法实施条例

English

draft
14/08/2017

draft

Standards
It was not until the promulgation of 2009 Food Safety Law that China unified its food standard system,
stating that only the national food safety standards were mandatory. Still Article 25 of 2015 Food Safety
Law55 shows: “Food safety standards are compulsory standards. Except food safety standards, no
compulsory standard for food may be formulated”.56

55

https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Amended%20Food%20Safety%20Law%20of%20China_Beijing_China
%20-%20Peoples%20Republic%20of_5-18-2015.pdf
56

Chen, J., "China Food Safety Regulatory Framework." Regulatory Focus. August 2016. Regulatory Affairs Professionals Society.
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When importing food products into China, according to 2015 Food Safety Law57 Article 94 “Overseas
exporters and producing enterprises shall ensure that food, food additives, and Food-Related-Products
exported to China comply with this Law and other Chinese laws and administrative regulations as well
as national food safety standards, and shall be liable for the contents of labels and instructions.”
In other words: imported products need to comply with Chinese standards.
For the purpose of clarity, we will first see the different types of standards, the categories and why they
are important for foreign food enterprises dealing with China.
Types
New standard organizational system follows hierarchy. There are four levels of Chinese standards:
•
•
•
•

National Standards
Professional Standards
Local Standards
Enterprise Standards

Besides this level-based system, Chinese standards can be mandatory or voluntary. Voluntary
standards are those which show "/T" added after the mandatory codes.
•

National Standards

National Standards are often referred to as “GB standards”. GB stands for 国标 (guó biāo) in Chinese,
meaning “National Standard”. They are mandatory at all Chinese territory and are developed for
technical requirements. China is looking to increase the number of standards based on international or
advanced foreign standards.
•

Professional standards

Professional Standards are also referred to as Industry Standards. This type of Standard only applies
when no GB Standard exists, but there is still a common requirement for the one whole industry sector.
There are codes per industry.
Related to food, could be BB, NY and, especially, SB. For example, standard SB/T 10379 Frozen and
cooked products can be used to categorize food without a national mandatory standard (GB).
•

Local Standards

Local standards (also called Provincial Standards) apply if there is no GB Standard or Professional
Standard, but there are some common requirements for safety and hygiene of industrial products in a
57

https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Amended%20Food%20Safety%20Law%20of%20China_Beijing_China
%20-%20Peoples%20Republic%20of_5-18-2015.pdf
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specific local area. Due to its local nature, it is highly unlikely this can be effectively applied to imported
goods.
•

Enterprise Standards

Enterprise Standards are only needed when National Standards, Professional Standards and Local
Standards are not available. Enterprise Standards are not applied to imported products, although could
be used when providing supporting documentation to apply for exporting food without a comparable
Chinese standard.

There are many standards related to food, 1,224 precisely according to AQSIQ (now SAMR), but they
can be grouped into different groups based on the purpose they serve.
The groups of food standards, are the following:
•

•

•

•
•
•
•
•

•
•

Common standards (11): horizontal standards that apply to all food categories. Mainly related to
labelling, food additives, and maximum levels of different items. Very important category for
foreign producers.
Food product standards (64): this is arguably the most import important category for foreign
producers. It contains the vertical standards applicable to each product or product category.
These standards provide the regulatory basis for the products in many aspects and should be
the first piece of regulation that foreign producers check when studying China’s relevant
regulation for their product.
Special dietary food standards (9): same as the previous category but food for special dietary
use, that includes food for infants and young children, health food and food for special medical
use.
Quality specifications and related standards of food additives (588): this category focuses on a
big portion of the food additives included on the standard GB 2760-2012 and determines
Standards of food nutrition enhancer quality (30): similar to the previous category but instead of
food additives, nutrition enhancer substances, most of those detailed on the standard GB 14880.
Food related product standards (16): regulates products that are not food but are related in
different capacities, such as ceramics, detergents, disinfectants, glass, among others.
Standards of production and management (25): sanitary norms regarding the production of
different categories of food.
Standards of physical and chemical inspection (227): the name of the group is quite selfexplanatory, the standards included determine both physical and chemical items that are subject
to inspection. It could be for food, for a specific category of food or for food contact materials.
Standards of microbiological testing methods (30): this small group of standards regulates the
testing methods for dangerous virus such as E. coli or salmonella and other microbiological tests.
Standards of toxicological test methods and procedures (26): there is a rather broad range of
standards included in this group, from toxicity to carcinogenicity.
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•
•

•

Standards of methods for detection of veterinary drug residues (29): standards regulating a
variety of drugs used in animals that can affect food safety.
Standards of pesticide residue detection method (106): regulate the detection methods of
pesticides in different product categories such as meat, grains, fruits, vegetables, fungi, among
many others.
Standards replaced, abolished and to be abolished (67): standards replaced for a newer one
with a different standard code (usually happens when merging standards) or abolished. Includes
standards that will be derogated until October, 2017.

Sources to search Chinese Standards
Official source (not accurate): http://www.sac.gov.cn/was5/web/outlinetemplet/gjbzcx.jsp
Chinese search (standards grouped per categories) : http://www.csres.com/sort/chsortdetail/X.html
English search: http://www.gbstandards.org/index/Standards_class.asp?id=1

Other regulations
Administrative Measures
There are many, and they do not only apply to F&B. Some of them are:
•

Administrative Measures for Supervision on Operation of Foods Sold Online

•

Administrative Measures for Registration of Infant Formula Formulations

•

Administrative Measures for the Review and Inspection of Overseas Companies by Food
Product Importers

•

Administrative Rules for registration and filing of health food

•

Administrative Rules for Health Foods Labelling

•

Administrative Measures for the Registration of Formula Foods for Special Medical Purposes

Specific local regulations
•
•

Ports. In addition to general regulations, local customs sometimes publish regulations that only
apply to a specific port.
Local governments. As it happens with standards, there are also local regulations that might
apply to import of F&B into China.
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2.10. Organic food
China does not recognise foreign organic labels (products certified in their country of origin), which
makes it compulsory to go through an organic certification process in China if you want to claim the
organic nature of your product. According to The National Standard of the People's Republic of China
GB/T 19630.3—2011 (Organic Product Part 3: Labeling and Marketing) 58:
4.2 The term “organic” or other characters, designs, symbols which are indirectly
implied as the organic products and the certification mark of China organic
product only apply to the labelling of the certificated organic products which are
produced and processed according to the requirements of GB/T 19630.1, GB/T
19630.2 and GB/T 19630.4, unless the meaning of “organic” has nothing to do
with this standard completely.
4.3 “Organic” and “Organic Products” only apply to the products with the organic
product certification; “Organic Conversion” and “Organic Conversion Products”
only apply to the products with the conversion product certification. Shall not
mislead consumers to consider the conventional products as the organic
conversion products, or consider the organic conversion products as the organic
products.

Regarding this consideration, you can choose between two options:
1. The first one is to enter in Chinese market without an organic certification (as a conventional
product), and find a way to help the consumers identify your product as organic. The product
needs to have the EU organic’s logo covered with the Chinese label so it cannot be seen. As the
EU SME Centre recommends, you can still claim in the label “no preservatives, no additives, no
chemicals used”, so the consumer will understand the implicit meaning. Normally, the exporter
would tell the importer that their product is organic as an added value, and the importer may tell
the retailers, but as it cannot be written, it is possible that the consumer never knows about it.

2. The second possibility is to get a Chinese Organic Certification 59. There are two types of
certifications: Organic Product Certification and Organic Conversion Product Certification.
58

http://www.globalorganictrade.com/files/g_files/GB19630-2011-3.pdf

59

Here you can find the Application form for Organic Product Transaction Certificate 6.1

http://www.ofcc.org.cn/en/index.php?optionid=967&auto_id=131
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As stated in the OFDC [Organic Food Development and Certification Center] Organic
Certification Standards60, the Organic Conversion Product Certification in the one that can be
shown in those products which are under the certification process (which normally goes up to
three years, starting from the date that the application for certification is submitted).
3.8 Organic conversion period

60

OFDC Organic Certification Standards

http://www.ofdc.org.cn/uploadfile/20151218101836781.pdf
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The time between the start of the organic management and the certification of
crops and animal husbandry as organic.

This Standard also includes which type of products can apply to the Organic certification:
a)
b)
c)
d)
e)
f)
g)
h)
i)

Unprocessed agricultural crop products; also livestock and unprocessed livestock
Products
Processed agricultural crop and livestock products intended for human consumption
Feeding stuff, compound feeding stuff and feed materials
Aquaculture and aquaculture products
Wild collected plants
Textile products
Fertilizers and plant protection products
Honey, bee and bee products

In order to obtain the Organic Certification, you need to undergo an exhaustive inspection of the
product and every step of the production of the ingredients and the final product. The OFDC
states that the aspects and steps that are inspected in more detail are:
a) Agriculture production (the operations on the agricultural holding involved in producing
including plant production and livestock production)
b) Aquaculture production
c) Preparation/processing (the operations of preserving and/or of agricultural products,
including slaughter and cutting of livestock products)
d) Packaging
e) Labelling (any words, particulars, trademarks, brand names, pictorial matter or symbols
on any packaging, document, notice, label, board or collar if referring to OFDC
certification)
f) Storage of products unless they are finally packaged
g) Export of products
The logo can be adapted to the package in size, but it is forbidden to change its colour or its
shape.
The certification process normally goes up to three years, starting from the date that the
application for certification is submitted. Between government and service fees, usually costs
around 10,000 EUR.
Once you have obtained the Organic Product Certification, it is compulsory to renew it annually
and pay a fee (between RMB 5,000 and 50,000 (EUR 630-6,300), depending on total sales).
83 / 149

2.11. Marketing in China for food and beverage
companies with a small budget. How to sell
your products
There are many marketing general characteristics and strategies that companies can carry out
individually, such as:
•

WeChat or Weibo account (explained in Section 1.4)

•

Website (explained in Section 1.4)

•

Participating in a tradeshow (explained in Section 1.4)

•

Getting market exploration services. These services offer advice for companies considering
market needs and companies’ strengths and debilities, to allow companies adapt and enhance
their strategy and sales pitch.

•

Support their distributor with resources to market their products in China. Distributors will have
their own marketing strategies and tools, which will probably be very effective for Chinese market.
Ukrainian can take advantage of them by supporting them with their own resources to wider their
impact.

Additionally, there are some activities that will difficultly be developed by a sole SME but they are
recommended strategies for companies who can cooperate with other Ukrainian SMEs or who can
obtain the support of the respective Ukrainian industry association:
•

Supermarket promotion. Supermarket promotions can be done just by one company or
companies can associate to create a themed corner (e.g. Ukraine food corner). Companies can
combine their budget and create a more attractive promotion, which would get a bigger impact
on Chinese consumers impression.

•

Buyers mission to Ukraine. Organizing an activity like a Buyers mission requires a larger
investment, so it is not recommended for companies with a small budget unless they can
cooperate with more companies. If this is the case, companies’ products should complement
each other (different products, different formats, etc.) to increase the interest of the buyers
(importers) in participating in the activity.

•

Taking part in trade missions. Trade missions are normally organized by industry associations
or trade agencies, therefore, the budget required to SMEs is low and will probably be limited to
trip expenses and a small fee. However, this activity is highly recommended for Ukrainian SMEs
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as they will be able to get a deeper understanding of Chinese market, while being supported by
the association/agency.

2.12. Major industry events
General
Place
SIAL China 2018 中食展
http://www.sialchina.com/
FHC China
第二十二届 2018 上海国际食品饮料
及餐饮设备展览会
http://www.fhc
The China International Food,
Meat
&
Aquatic
Products
Exhibition (FMA CHINA)
中国国际食品、肉类及水产品展（简
称 FMA CHINA）
http://www.fmachina.cn/expo/en/c
hina.com/en/
ANUFOOD
北京世界食品展览会
http://www.anufoodchina.com/

Date

Periodicity

Shanghai New Intl’ Expo May 16th to Annual
Centre (SNIEC)
18th, 2018
Shanghai New Intl’ Expo November
Annual
th
th
Centre (SNIEC)
13 to 15 ,
2018
National Exhibition and May 14th to Annual
Convention
Center- 16th, 2018
Hongqiao Shanghai

China National Convention November
Annual
st
rd
Center of Beijing
21 to 23 ,
2018

Product specialized
Place
China International Meat Industry China International
Exhibition (CIMIE)
Exhibition Center, Beijing
中国国际肉类工业展览会
http://en.cimie.com/

Date
September
20th to 22nd,
2018

Periodicity
Annual

85 / 149

2018 China Dairy Exhibition
2018 奶业展览会
http://www.dac.org.cn/
China Fisheries & Seafood Expo
中国国际渔业博览会
http://chinaseafoodexpo.com/
优万果
China Fruit Logistica
http://www.chinafruitlogistica.cn/
Chengdu Wine Fair - China Food
& Drinks Fair
全国糖酒商品交易会
http://www.cfdf.org/
Food Ingredients China 2018
中国国际食品添加剂和配料展览会
http://en.fic.cfaa.cn/
中国国际焙烤展览会
Bakery China
http://www.bakerychina.com/

Chengdu Century City New
International Exhibition &
Convention Center
Qingdao International Expo
Center

June 28th to
30th 2018

Annual

November 7th
to 9th, 2018

Annual

Shanghai Convention &
Exhibition Center of
International Sourcing
Kempinski Hotel Chengdu,
Western China International
Expo City

May 14th to
May 16,
2018
March 22-24,
2018

Annual

National Convention and
Exhibition Center Shanghai

March 22nd
to 24th, 2018

Annual

Shanghai New Intl’ Expo
Centre (SNIEC)

May 9th-12th,
2018

Annual

Annual
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PART III: IN-DEPTH OVERVIEW OF THE
INFORMATION AND COMMUNICATIONS
TECHNOLOGY (ICT) SECTOR
3.1.

Introduction to the ICT market, including
key facts

The Information and Communication Technology (ICT) is a wide sector, which compiles multiple
subsectors. Given the extension that would require analyzing each of them, this report focuses on those
subsectors that are currently trending, and those that are the most relevant in the Chinese ICT market’s
development. These subsectors are analyzed in the following section of this part: “Market segmentation,
market trends”.
The Chinese ICT sector is a large (2nd largest in the world, after the United States), dynamic, and
growing market, which leads some of the latest technological innovations worldwide. It is expected that
China’s ICT market will reach USD844 billion by 202061. Competition from Chinese firms is strong, as
the quality of hardware, software, and services has continued to improve in recent years.
In terms of trade, China is both the world’s largest importer and exporter of ICT products. The
abundance of low-skilled labour and manufacturing incentives has led to its heavy reliance on hightech imports, which are then assembled, incorporated into end-products and finally exported. In
absolute size, China accounts for more than 30% of global consumer electronics exports, while these
products represent nearly 25% of the country exports62.
Regarding information itself, as a new consumption field called “information consumption”, is one of the
most innovative economic fields with one of the fastest growth rates and coverage. It is estimated that
its weight in 2017 was that of RMB 4.5 trillion 63. Information consumption can be understood as one of
the most significant drivers of the Chinese economy, and a key section to shift the traditional dependent
situation of the Chinese ICT sector that the government is intending to revert.64.
China is adopting the role of innovative country, through the push of many different industries towards
the direction of innovation (rather than the traditional model of Chinese growth, based on replicating
61

https://www.idc.com/getdoc.jsp?containerId=IDC_P15384
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https://atradiuscollections.com/global/reports/market-monitor-ict-china-2017.html

63

https://www.export.gov/article?id=China-Technology-and-ICT

64

http://www.caict.ac.cn/english/yjcg/bps/201805/t20180521_166563.htm
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foreign achievements). This is also performed through the linkage and integration of ICT technologies
into the traditional industries.
All these developments and huge investments are consequences of the clear intentions of the country
to not stay dependent on foreign technological infrastructure, products, services and intelligence.
Chinese authorities are concerned about the fact that they lack advanced technology in many areas,
and consider this issue a problem that affects national security. The “Made in China 2025” plan is an
evidence of the strong desire of the government of becoming independent and leaders in this market.
This plan aims to boost Chinese ICT manufacturing, with a particular focus on the integration of
production chains and factories, taking Germany, USA and Japan system as a reference and trying to
reach their level of manufacturing hubs’ development by 2049 65.
It is expected that the Chinese ICT market will keep growing at a fast path, driven by the emergence of
the latest disruptive technologies, namely: Internet of Things (in which the development of “smart cities”
is expected to have an important role), Cloud computing (and services), big data, and consumer
products (especially wearable devices, and other hardware).
Despite the expected growth speed of this market and all the promising figures, the reality is that access
is difficult for foreign companies and even Chinese companies face challenges given the fierce
competition. Regulations are rapidly changing and going in line with the government’s needs of
protection of this industry, which after all is considered to be a key market for the national security.
Nonetheless, there are still market niches to be exploited from the side of foreign companies.

65

http://knowledge.ckgsb.edu.cn/2015/09/02/technology/made-in-china-2025-a-new-era-for-chinese-manufacturing/
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3.2.

Market segmentation, market trends

As stated in the previous section, this market presents multiple segments (and subsectors). A few years
ago, a logical way to divide this market into submarket was to differentiate 4 categories: (i)
telecommunications, (ii) software, (iii) hardware and (iv) IT services. However, the fast development of
technology has result in the emergence of “horizontal” subsectors that could be included in the
previously mentioned categories. As a result, this way of categorizing has become a little imprecise.
Therefore, in order to provide a useful and relevant analysis, this report is focusing on those segments
of the market (or subsectors) that are driving the growth of Chinese ICT.
The key subsectors highlighted in this report are the following:
•
•
•
•
•
•

Telecommunications
Semiconductors (and the equipment used to manufacture them)
Cloud Computing
Internet of Things
Wearable devices and other hardware
Other software and IT services

This list could have been developed in a much more complex way. However, this way it gathers the
current relevant and more important aspects of this market.
•

Telecommunications

Telecommunications is a universal term, which is nowadays used for defining a varied number of
information-transmitting technologies such as mobile phones, land lines, VoIP and broadcast networks.
China’s telecommunications industry is dominated by state-owned enterprises (SOEs); therefore, there
are higher entry barriers for this sub-sector than for others in the ICT sector.
China Mobile, China Unicom, and China Telecom owned by Chinese government are, by far, the three
biggest players. This fact clearly represents a strong barrier that extraordinarily limits the potential of
growth of any foreign company in this market. Foreign investment is allowed in the telecommunications
sector; but in reality, the only vehicle to achieve successfully a foreign investment in this field is through
joint ventures. The MIIT66 is the body responsible to approve and authorize foreign companies to invest
in China. More information about this is given in the following section that addresses investment barriers.

•
66

Semiconductors (and the equipment used to manufacture them)

This institution will be further explained in following parts of this report.
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Semiconductors can be briefly defined as a material product that conducts electricity, and is used to
produce thousands of products (usually hardware). These products, as well as the equipment that
manufacturers use to produce them, are a large market in China.
It can be said that semiconductors is a global industry, with outputs that barely need regional
customization and product’s adaptation to any particular market 67. This fact makes semiconductors to
be a product that every specialized industry, at any part of the globe, would be able to manufacture and
it would be ready to be used at any market. Therefore, Chinese manufacturers, propelled by the
Chinese government, are keen on a massive production to reach both national and international
markets. The “Made in China 2025” plan has this subsector in the spotlight, as one of the bases for the
manufacturing development goals.
The country has been concentrating its efforts, for the last couple of decades, on the developing of a
strong integrated circuit production. The traditional high reliance that China has had along the years on
the imports of semiconductors has been identified as a risk by the Chinese authorities. Thus, the
combination of private sector push together with the government’s intentions make this subsector very
competitive, being local companies those that compete more intensely, with some foreign penetration
of the market as well.
Shanghai Huali Microelectronics Corporation, SMIC, and XMC are some of China’s main players. Even
though this sector has been a very fragmented one for years, the government is focusing on “creating
national champions” that benefit from multiple national investments68. Therefore, this subsector expects
to have an even more competitive environment.
•

Cloud Computing

According to the US National Institute of Standards and Technology (NIST), a well-known international
institution of this field, cloud computing is a pay-per-use model that supplies available, convenient, ondemand network access into the shared pool of computing resources that can be configured (resources
including networks, servers, storage, applications, and services). These resources can be provided
quickly and simply with less management effort and very little interaction with the service provider.
This subsector represents a market size of around RMB 178.2 billion in 2016 (about EUR 24.346 billion),
and had experimented a year-on-year growth of almost 20% from 2010 to 2016. It is expected that this
market will keep growing at a rate higher than 30%, for every year along the next five years. Therefore,
by 2020, the aggregate market size of the country's cloud computing industry is expected to hit
RMB 686.6 billion (about USD 103.6 billion), according to the Report of Prospects and Investment
Strategy Planning on China Cloud Computing Industry (2017-2022) published by Forward Intelligence
Co Ltd, a special market research institute. 69
67

https://www.mckinsey.com/~/media/McKinsey/Industries/Semiconductors/Our%20Insights/McKinsey%20on%20Semiconductors%
20Issue%205%20-%20Winter%202015/McKinsey%20on%20Semiconductors%20Winter%202015.ashx
68

https://www.mckinsey.com/industries/semiconductors/our-insights/semiconductors-in-china-brave-new-world-or-same-old-story

69

http://www.chinadaily.com.cn/business/tech/2017-11/08/content_34273130.htm
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The main player in this field is Alibaba. In 2016 their cloud-computing business grew by 126%, to
USD 675 million, and it is likely to stay in the same direction during the next years. The president of
Alibaba Cloud, Simon Hu, declared their intentions to “match or surpass” Amazon Web Services (AWS)
by 201970.
This market is as well very relevant and fast-growing internationally. However, regulatory restrictions
are especially tough for this subsector, even for the most experienced exporters of this kind.
International entering companies have to partner with local companies so as to provide their service in
China, which is a fact that raise the concern of the actual control that these foreign companies would
be eventually be able to achieve (for example, daily operations of internet data centers (IDCs) have to
be managed by Chinese companies). More information about these restrictions are addressed in a
following section that covers investment barriers of this sector in China.
•

Internet of Things

Internet of Things is an important sector encouraged by the Chinese government. It has comprehensive
application fields, such as ‘smart cities’ with intelligent transportation and healthcare. ICT is vital for
mechanizing manufacturing, as opposed to traditional manual manufacturing techniques, and is
beneficial to various sectors in making operations more efficient and accurate.
Internet of Things is expected to have multiple uses in the development of the next five years of China:
from intelligent agriculture production to the development of R&D, including the effective construction
of smart cities. This is contemplated in the 13th Five Year Plan of China.
This report will focus on smart cities; given the importance they have within the subsector. “Smart city”
can be defined as the use of information technology to solve urban problems including those related to
the management of traffic and utilities. All network systems and databases that have been developed
in the largest ICT clusters of the world (mainly in the US) are being connected to wearable devices and
control systems around the globe to connect all possible things: from traffic management to
performance control over infrastructures of all kinds.
China’s 13th Five Year Plan (2016-2020) has urban development and urban planning as important
strategies, attaching much importance to the creation of smart cities, including respective references
to support the distribution of IoT sensory equipment and promote the development of open-loop
applications71. The Ministry of Housing and Urban-Rural Development is planning the development of
smart cities in line with the mentioned Five-Year Plan. It is estimated that the overall plan of investment
in China’s smart cities will exceed RMB 500 billion. In addition, the Chinese government expresses the
intention to build green cities by adjusting the scale of cities in accordance with their resource and
environmental carrying capacities, using eco-friendly planning, design, and construction standards, and
carrying out initiatives to build ecological corridors and restore ecosystems

70

https://www.economist.com/business/2018/01/18/chinese-tech-companies-plan-to-steal-american-cloud-firms-thunder
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http://en.ndrc.gov.cn/newsrelease/201612/P020161207645765233498.pdf
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In 2014, China’s National Development and Reform Commission (NDRC) released the Notice on the
Guiding Opinions on Promoting the Healthy Development of Smart Cities, which clearly points out that
China needs to attract private capital to invest in the construction of intelligent cities. As a consequence,
there are opportunities for foreign companies to be part of the smart city development, especially in the
areas of smart governance, smart industry and smart public services, among others.
The Ministry of Housing and Urban and Rural Development (MOHURD) determined last year that there
are at least 300 smart city pilot sites in China, including the 193 local governments and economic
development zones. MOHURD is working to make a RMB 100 billion (USD16 billion) investment fund
sponsored by the China Development Bank available for eligible pilot cities. Despite being still an
undefined independent sector, some estimates state there may be RMB 2 trillion (USD 320 billion) of
investment into smart city development projects over the next 10 years.
Given these huge investments and rapid developments, there is certain level of uncertainty affecting
the administrations and the markets. Thus, in Beijing, the efforts are concentrated in creating standards
and guidelines to manage this flood of new projects. In 2016, all the ministries involved joined with the
Standardization Administration of China to create working groups whose job is to manage and
standardize smart city development.
All in all, Internet of Things (and also Smart Cities) are not well-defined, independent markets. There
are many industries related to these and that still need to find their position in the market. Moreover,
foreign companies can benefit from China’s lack of expertise in the IoT industry72.
•

Wearable devices and other hardware

Wearable devices are portable equipment that can be worn on the body directly or integrated into users’
clothes and/or accessories. They are hardware devices that are also capable of achieving greater
functionality through software support and data and cloud exchanges. Wearable devices are capable
of computing and need to be connected to a smart phone; major product types of wearable devices
include watches, shoes, and glasses.
The rest of physical products that are used in this sector, such as smartphones or computers, compose
the whole subsector of hardware. In these, China has become a computer production center all over
the past years and is currently considered to be the largest market for computer products in the world.
There is an increasing demand from Chinese and international markets driving the development of
hardware such as computers and mobile phones.
This industry has an estimated size of USD 191 billion 73. According to HAX partner74 Benjamin Joffe,
China has become the epicenter for hardware in the world. Foreign companies have flocked to the
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http://china-trade-research.hktdc.com/business-news/article/Hot-Topics/Opportunities-Arising-from-China-s-13th-Five-Year-PlanAn-Overview/rp/en/1/1X3BLK2A/1X0A5OJH.htm
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country, while domestic giants like the upstart hardware manufacturer Mi and handset and drone
companies like OnePlus and SZ DJI take their place on the global technology stage.
•

Other software and IT services

It refers to those programmes that are relevant to ICT and provide solutions for particular industry
requirements.
China’s software industry and IT services have experimented a continuous progression all over the
past years, having a growth rate of 16.5% last year. In 2017, China IT services and software industry
has already reached a profit of RMB 5,500 billion75 (EUR 751.43 billion). There are a total of 35,368
tech companies in China’s software industry in 2017.
Overall, China’s software market is dominated by local companies. Foreign competitors focus on the
sophisticated market niches, providing more specialized services. Given the efforts that have been
implemented over the past years, local industry (and local competitors) have developed an experience
curve that is making them more competitive. According to MIIT, the software industry can be divided
into six segments:
•
•
•
•
•
•

Software products
System integration
Operation services
Embedded software
IT consulting
IC design

Software as a service (SaaS) technology is one of the main trends and more demanded services, and their
activities already build huge markets.
IT services in China have become more popular, and they therefore are being more demanded in the local
market, mainly by companies but also final consumers.

ICT trends in China
In June 2014, MIIT published the plan that expresses the national aim to promote the integrated circuit
(IC) industry, considered the core of the ICT sector. By 2020, MIIT plans for China’s IC design industry’s
capability to be developed to international standards, including smart terminals of mobile, internet
telecoms, cloud computing, IoT, and big data. The main intention is for China to become less reliant on
imports and foreign technology. By 2030, MIIT predicts that the value chain for the IC industry will be
mature and world leading.
By November 2016, an important milestone was achieved in the ICT market in China: the country
enacted its first ever Cybersecurity Law, effective since June 1, 2017, which establishes the regulatory
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https://www.dragonsocial.net/blog/china-software-market-2018/
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framework for promoting cybersecurity as a function of national security and for the supervision of the
ICT sector more generally.
China has been making efforts to develop a stronger internet industry sector. The country has been
switching from an imitating model to an innovative model, being one of the world’s technological leaders.
The number of implemented policies in the fields of cybersecurity and industry increased all over 2016.
Internet broadband speed improved significantly in 2016, and the number of 4G subscribers exceeded
734 million.
Internet of vehicles (IoV) and smart vehicles are subsectors to emerge with the development and
integration of smart platform operating system, artificial intelligence and 5G.
China is also betting for the emergence of other technologies, such as virtual reality (VR), augmented
reality (AR), and artificial intelligence (AI), and therefore welcomes cooperation in these areas (also
with foreign companies, always keeping the control over developments.76.
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https://www.export.gov/article?id=China-Technology-and-ICT
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3.3.

Consumer preferences

Given the width of this market, as previously indicated, it is hard to narrow to a common point of
consumer preferences.
A common issue of this market is that most of its subsectors have corporative clients. Therefore, in
most cases the consumers of the ICT market are Chinese companies that also work in this sector, or
other businesses that seek for information and communication technology solutions or corporate
services. Their preferences will be linked to those products and services that are complementary to
their businesses, and will look for the latest technologies from which they may also learn. There is still
much work to be developed in this market in China, and especially in lower-tier cities.
However, there is a category in which the main type of consumer is non-corporative. It is the subsector
of wearable devices. The Chinese consumer is increasingly keen on owning the latest, high-tech
product. It is a preference that has been particularly developed lately, together with the growing
purchasing power of the large middle-class and their aspirations. One of the target Chinese consumers
of this market, which is a person of between 25 and 45 years old, medium-high income and middle
social class; is interested in purchasing a product that has the latest technology, a reliable brand and
an attractive, modern design.

3.4.

Key challenges

1. Fierce existing competition77. ITC is already a mature market, offering important limitations to
new enterers. Chinese firms have been mastered technologies quickly, gaining share even
internationally. A relevant example is the case of Huawei, which has already surpassed Apple
in terms of smartphones, to become the world’s second largest smartphone maker, right after
Samsung78.
2. Strict regulation, especially towards foreign companies. Many subsectors within ICT are
restricted to foreign companies due to their relation to China cybersecurity.
3. Changing regulatory environment. As a sector in its initial stage, China still has to change and
develop new regulations.
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4. Difficulty to enter the market without a local partner. Due to the limitations for foreign companies
and the fierce competition from local manufacturers, foreign companies are advised to search
for a Chinese partner.
5. Volatility of prices. Since local manufacturers are in large exposition to metal and oil volatility
and so the market prices are exposed to this.
6. Increasing labor costs (if manufacturing in China). There have been regular and significant
increases in the minimum wage payable in various provinces of China. Therefore, many ICT
manufacturing facilities in China are facing difficulties when recruiting employees 79.
7. Oversupply in some subsectors. Especially for panels, printed circuit boards and lithium batteries,
oversupply is one of the main causes of a war of prices. Likewise, rising costs of labor have
diminished China’s cost advantage, especially against competitors in Southeast Asia80.

3.5.

Import duties, taxation, import restrictions,
trade barriers (and investment barriers)

The main trade barrier that exists in the ICT market in China is regulatory. Increasingly strict regulations
are being approved, particularly over the irruption of international competition in the market. It has to
be said that Chinese authorities do not consider this market to be a normal products or services market.
This market is very relevant in terms of national security for the authorities of this country, and this issue
is a particular concern of China.
There have been numerous draft and final measures that impose severe restrictions on a wide range
of foreign information communication technology (ICT) products and services, which have an apparent
long-term goal of replacing foreign ICT products and services with domestic competitors 81. Concerns
centered on the requirement that ICT products and services used or procured in many sectors be
“secure and controllable”, two very important variables for the regulating authorities.
Given the idiosyncrasy of this market, investment is an option that all companies may consider,
especially when talking about reaching other markets. In terms of investment, there are also significant
barriers for consideration to foreign companies. There is a list 82, published by the Chinese government,
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at which many different types of investments are distributed in the sections of (i) encouraged industries
for foreign investment, (ii) restricted industries for foreign investment and (iii) prohibited industries for
foreign investment.
As those industries that are restricted for foreign investment in the field of ICT, it is possible to highlight:
•

Production of satellite television broadcasting ground receiving facilities and key parts

•

Telecommunication companies: limited to services that WTO promises to open; value-added
telecommunication services (with the proportion of foreign investment not exceeding 50%,
except for e-commerce); basic telecommunication services (with Chinese party as the controlling
shareholder)

Regarding prohibited industries for foreign investment, involved in the ICT sector, the Chinese
government points at the following:
•

All radio stations, television stations, radio and television channels (frequencies), radio and
television transmission and coverage networks (transmitting stations, relay stations, radio and
television satellites, satellite uplink stations, satellite receiving and transmitting stations,
microwave stations, monitoring stations, and cable radio and television transmission and
coverage networks), radio and television video on demand services and installation of satellite
television broadcasting ground receiving facilities.

3.6.

Key regulatory bodies

The main body regulating the ICT industry in China is the Ministry of Industry and Information
Technology (MIIT), which replaced the Ministry of the Information Industry in 2008. It regulates the
wireless signal, internet, broadcasting, communication, software, and electronic goods markets. In local
regions, its support body is the Economic and Information Technology Commission (EITC). New
nationwide policies for the ICT sector are published on MIIT’s policy page83. EITC level will support and
implement with specific and localized terms at the provincial and municipal level.
Other relevant bodies of this market are the following:

83

•

Ministry of Science and Technology

•

China Academy of Information and Telecommunications Technology (CAICT)

•

China Electronics Standardization Institute (CESI)

•

China Institute of Electronics (CIE)

•

China Communications Standards Association (CCSA)

http://www.miit.gov.cn/newweb/
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•

China Electronics Chamber of Commerce (CECC)

From these bodies, one that may be helpful for potential international exporters is the China Academy
of Information and Telecommunications Technology (CAICT). They frequently publish relevant
information, with many articles in English, about the latest news of this market. It is a scientific research
institute directly under the Ministry of Industry and Information Technology (MIIT) of China. While
sticking to the positioning of “a specialized think-tank for the government, and an innovation and
development platform for the industry” and cherishing the cultural philosophy of “boosting prosperity
with virtues and expertise” for years, CAICT provides strong support for the industry’s major strategies,
plans, policies, standards, testing and certification, thus proving itself an important facilitator in the
leapfrog development and innovation of China’s information and communications industry 84.
Other ICT sector regulations depend on the industry itself; for instance, in the software and hardware
sectors, regulations are based on content and usage.

3.7.

Regulations specific

Some of the most relevant policies currently affecting the ICT sector in China are the following:
Cybersecurity Review Regime
Prior to the enactment of the Cybersecurity Law, China already had some laws, rules and regulations
relating to information security, such as Administrative Measures for Prevention and Treatment of
Computer Viruses and Administrative Measures for Hierarchical Protection of Information Security. The
Cybersecurity Law, which indicates that China is increasingly focusing on cybersecurity, was adopted
by the National People’s Congress (NPC) in November 2016 after a year of legislative proceedings,
and will come into effect on 1 June 2017.
Comprising 79 articles in seven chapters, the Cybersecurity Law contains a number of cybersecurity
requirements, including safeguards for national cyberspace sovereignty, protection of critical
information infrastructure and data and protection of individual privacy.
The key concerns that this law bring up could be classified as the following 85:
1. Personal information protection
2. Security requirements for network operators
3. Critical information infrastructure
4. Restrictions on the transfer of personal information and business data overseas
5. Penalties
84
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As a result, several main institutions of this field in China: CAC’s Cybersecurity Review Committee,
specialized government’s agencies, a Cybersecurity Review Expert Panel and other testing institutions
are going to review ICT products before they are sold. Moreover, regulators for the Banking,
telecommunications, energy, and transportation industries will have to design their own procedures for
the review of ICT products by their respective industries, while ICT products in use by all other industries
will undergo review in a process led by CAC.
Authorities are currently preoccupied with a series of supportive laws and regulations for the Law, such
as the Measures for Security Assessment of Cross-border Transfer of Personal Information and
Important Data. Following the gradual formulation and adoption of supportive regulations, businesses
will be able to seek much more detailed compliance guidance.
Most corporate cybersecurity compliance issues are still defined by previously existent laws and
regulations, rather than the Cybersecurity Law. Accordingly, enterprises are advised to figure out the
most relevant compliance issues and corresponding solutions. VPN and data security are two of the
main compliance concerns for most businesses86.
Multi-Level Protection Scheme (MLPS)
In 2007, the Chinese Ministry of Public Security (MPS), the leading ministry tasked with combating
cybercrime and protecting critical infrastructure, implemented the Multi-Level Protection Scheme
(MLPS). Its aim was to restrict the sale of foreign ICT products to government and other public
institutions in order to protect information networks according to their relative impact on national security.
The classification levels range from one to five, as follows:
•

Level 1 - Damage of the information system results in harm to the legal rights of citizens, legal
persons, and other organizations, but will not harm national security, social order, or public
interest

•

Level 2 - Damage of the information system results in serious harm to the legal rights of citizens,
legal persons, and other organizations, as well as harm to social order and public interests, but
will not harm national security

•

Level 3 - Damage of the information system results in serious harm to social order and public
interest, and will harm national security

•

Level 4 - Damage of the information system results in very serious harm to social order and
public interests, and will seriously harm national security

•

Level 5 - Damage of the information system results in very serious harm to national security

The State Council is in the process of updating and expanding MLPS to cover new high growth sectors
including internet of things, big data, cloud computing, and mobile internet. Actually, by July 2018, a
draft of this law has been published. It provides a series of security protection obligations for network
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operators, covering both technical and organizational aspects. Specifically, the Draft Regulation reemphasizes the importance of personal data protection, and makes it clear that a network operator
shall report a security incident to the local MPS within 24 hours87.

Telecom Services Catalog
China’s March 2016 Telecom Services Catalog provides for the licensing of all telecoms services as
basic or value-added telecom services. In order to provide services with each subcategory, several
licenses are needed.
Foreign firms are not allowed to operate in an independent structure of a joint venture partnership with
a Chinese company, as previously indicated. The Catalog has been reinforced in February last year
with the release of Telecom Service Licensing Requirement. For more information on this regulation:
http://www.zhonglun.com/Content/2017/08-16/1841302098.html.

87

https://www.lexology.com/library/detail.aspx?g=1fd18329-0b12-48aa-9efe-17a25b34ede1
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3.8.

Marketing in China for ICT companies with
a small budget. How to sell your products
or services

As it has been explained throughout this Part III, the extensiveness of this market makes its analysis
more complex when concreting to particular points. In this case, the same applies to marketing.
However, as mentioned in the “Consumer Preferences” section, one of the few subsectors that are
targeting the final consumer (non-corporative clients) is the subsector of wearable devices.
In this case, it is important to effectively communicate to the final customer the message that transmit
them what they look for when buying these products: a high-technology product, that has a
sophisticated design and gathers all the latest existing features for that product in the world. Therefore,
all marketing efforts should be focused in this sense for this particular subsector of the ICT market.
Due to its digital relation, ICT products marketing strategy should be focused on digital media (explained
in Section 1.4):
•

WeChat or Weibo account (explained in Section 1.4). Having a WeChat account to promote your
products or paying for native advertisement in WeChat “moments”.

•

Key Opinion Leaders (KOL) (explained in Section 1.4). Select KOL carefully by checking
comments/views ratio and how real comments are. Best ROI is provided by KOLs with a midsize audience and with very few commercial endorsements done in the past. Long-term
engagement and authenticity also improves results drastically.

•

Website (explained in Section 1.4). Adapt your website to China and to Chinese consumer,
making it attractive and mobile responsive.
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3.9.

Major industry events
Place

Date

Periodicity

SEMICON China

Shanghai New International March
Expo Centre
2019

20-22, Annual

InfoComm

China National Convention 10-12 April 2019
Center (CNCC),Beijing

NEPCON China

Shenzhen Convention
Exhibition Center

Annual

& 28th
to
30th Annual
August, 2018

China (Shanghai) International Shanghai
Technology Fair (CSITF)
Exhibition
Center

World
Expo April 18-20, 2019
& Convention

Annual

Asia Electronics Exhibition in Shanghai
Shanghai (AEES)
Exhibition
Center

World
Expo October
31- Annual
& Convention November 2, 2018

ITS

National Exhibition and 27-29 May，2019
Convention
Center
（Shanghai）

Annual

CHITEC

China
International May 17 – 20, 2018
Exhibition Center (Beijing)

Annual

China Digital Entertainment Shanghai New International 3-6 August，2018
Expo & Conference (China Joy) Expo Centre

Annual
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PART IV: IN-DEPTH OVERVIEW OF THE
CREATIVE SERVICES (CS) SECTOR
4.1.

Introduction to the CS market, including
key facts

Similarly to the ICT market, the Creative Services sector gathers many different industries: advertising
and public relations services, crafts, design, film industry, fashion, publishing and other performing and
visual arts, such as video games, performing arts, music and TV, radio, video and photography.
Therefore –and especially in China- this market is very connected to traditional culture.
China, being a socialist and communist country, is especially caring about the country’s culture and its
evolution. Thus, the government is currently implementing a strategy that focuses on the creation and
development of creative and cultural content, with the creation of many creative clusters across the
countries, in cities such as 798 Art Zone and Nanluo Guxiang Hutong in Beijing, Tianzifang in Shanghai,
and OCT Loft in Shenzhen88.
The government is promoting new types of cooperation between foreign and local companies but the
market is still highly competitive and has many cultural barriers. For many sectors, such as advertising,
design or fashion, Ukrainian companies are allowed to produce in China without a local partner.
However, there are many sectors from CS in which partnership with a Chinese local company (where
the Chinese part holds the majority) are required, like music, performing arts, film and publishing among
others.
In addition to these legal barriers, there are two big challenges that foreign CS companies have to face
when accessing Chinese market. These are design value recognition and IP protection. On the one
hand, design and quality are left on the background, attaching more importance to cost. Also, it is
important to highlight that most of the creative services contents are controlled and censored by the
government, especially films, publishing, radio and TV. On the other hand, all creative services are
vulnerable to intellectual property issues. Although China is starting to care more about IP rights
violations, there are still many counterfeit cases.
As for CS consumption, it is necessary to mention two key aspects. First one is the differentiation
between Tier cities type of consumer and the second is the growth of the digital media. Generally
speaking, consumers from Tier 1 and 2 with a high income level are more likely to be willing to pay a

88

https://eprints.qut.edu.au/83591/8/83591.pdf

103 / 149

higher price for good quality and better designed products, especially for industrial design, crafts and
fashion sector.
Regarding digital media, there are some sectors that have been affected because of high the internet
penetration rate and number of users, especially those accessing internet through their mobile phones.
For most of them, such as advertising, video games, music and publishing, it has meant an increase in
their revenue; while radio and TV have been impacted negatively.

4.2.

Market segmentation, market trends

Advertising and public relations services
Market trend
The advertising sector has a very diverse behavior depending on the media. According to CTR Media
Intelligence data, in the first half of 2017, total ad spending in China increased by 0.4% from 2016.
During the first semester of 2017, compared to the same period of the previous year, while
advertisement in traditional media, such as TV, newspaper and magazines has been following a
decreasing trend, other advertisement channels like internet (especially native ads, which are expected
to triple their revenue by 2020 up to RMB402 billion, compared to RMB113.8 billion in 2016 89) and
posters and screen in lifts have grown approximately 15%.
Native advertising is a type of advertising, mostly online, which main characteristic is that it matches
form and function of the platform where the advertisement appears. What makes this type of
advertisement especially effective is that consumers are not aware they are looking at an ad.

China’s Online Advertising Revenue 2013-2020

89

http://www.iresearchchina.com/content/details7_39348.html
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China’s Native Advertising Revenue in 2017
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The radio, although a traditional media, has managed to grow 9.2% y-o-y on the first semester of 2017.
Cinema’s pre-roll, thanks to the good performance of Chinese cinema lately, has also increased 19%
compared to 2016.
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Other channels that have shrank during this period are advertisement on public transportation screens
and traditional out-of-home ads90.
Advertisement rate per channel during H1 2017
19.0%

18.9%

14.5%

10.0%

9.2%

-2.7%

-3.6%

-30.5%

-23.4%

-16.7%

Source: Kantar

Key regulatory bodies
State Administration for Industry and Commerce (SAIC)
http://home.saic.gov.cn/english/

90

https://cn-en.kantar.com/media/tv-movie/2017/ad-spending-growth-slightly-rebounds-in-first-half/

106 / 149

China Advertising Association (CAA)
https://www.china-caa.org/
Association of Accredited Advertising Agencies of China
http://www.china4a.org/

Regulations specific
•

Advertisement Law of the People’s Republic of China91

According to the Article 1, this law regulates advertising activities, promotes the development of the
sector and protects consumers.
Among other aspects, it states what can and cannot be included in advertisements. For example,
advertisements should be in compliance with social morality and professional ethics and safeguard
the dignity and interests of the State and cannot include the National Flag, the National Emblem or
the National Anthem of China and cannot have information suggesting pornography, superstition,
terror, violence or hideousness or ethnic, racial, religious or sexual discrimination.
It is important to bear in mind that this law actually affects all the CS industry.

There are also administrative regulations (1), departmental rules (28) and local regulations (6)
affecting advertisement in China92.

Trade barriers and import restrictions
Although foreign companies no longer need a local partner to operate, the government still imposes
some restrictions.
•

Censorship

91

http://www.npc.gov.cn/englishnpc/Law/2007-12/12/content_1383782.htm

92

http://en.pkulaw.cn/Search/SearchLaw.aspx
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Advertisements on a medical service, drug, medical instrument, pesticide, veterinary drug, or dietary
supplement and some other products are censored in accordance with the provisions of the regulations
and the advertisement shall not be published without undergoing censorship.
•

Product limitations

Advertisements on medical services, drugs, medical instruments, or dietary supplements in a disguised
form such as introducing health or health care knowledge are not permitted.
There are also special limitations for products such as liquor, education or training, goods or services
to provide business opportunities, real estate, crop seeds, tree seeds, grass seeds, breeding livestock
and poultry and aquatic species.
•

Advertisement locations

It is prohibited to publish tobacco advertisements on mass media, in public places, on public means of
transportation, or outdoors. Also, sending any form of tobacco advertisement to underage is not allowed.
Main challenges
1. Foreign companies may face cross-cultural misunderstandings, particularly as a result of the
different ideographic language system.
2. Take advantage of the new trends, focusing on growing channels

Crafts
Market trend
It is common knowledge that China has a long and glorious history in both arts and traditional crafts.
The industry is now trying to achieve diversification and deliver high-quality products.
In 2013, the number of enterprises in craft sector with higher income than RMB20 million counted 4,225.
This means a total revenue of RMB829.5 billion, increasing 28.52% compared to the previous year.
Currently, there are 100,000 companies focusing on art design and manufacturing, whose focus is to
enhance added value of cultural products93.
According to Statista, in 2016, China held a market share of 18 percent in the global art and antique
market. Regarding sales, public auctions of Chinese painting and calligraphy accounted for 84.26
percent of fine art public auction sales in 2014.

93

http://www.chncia.org/en/news-detail.php?mid=17&id=25
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China arts and craft products include94:
•
•
•

•
•
•
•
•
•
•

Sculpture
Metal Craft
Jewelries, including gold and silver
jewelry,
ornaments,
diamond
processing, dress and accessories
Lacquer Ware
Artificial Flowers
Picture-making
Woven Products with Natural Fiber
Drawnwork and Embroidery, including
sewed work by hands and machine
Craft Shoes, Hats, and Clothes
Textiles Dyed and Woven by Hands
and Machine

•

•
•
•
•
•
•
•
•

Carpet, including all kinds of home
furnishings with wool, chemical fiber,
silk
and
velvet
Costume and Props
Firework and Firecracker
Craft Umbrella and Fan
Craft Light and Lamp
Folk Craftwork
Artistic Ceramics
Tourist Souvenir
Miscellaneous Products
Nonmetal Ore: Gem, Jade, Colored
stone, and Other Ores Used for
Crafting

Key regulatory bodies
Ministry of Public Affairs
http://english.gov.cn/state_council/2014/09/09/content_281474986284128.htm
China Cultural Industry Association
http://www.chncia.org/en/index.php
Ministry of Culture and Tourism of the People's Republic of China
http://www.mct.gov.cn/

Regulations specific
There is no a specific law for regulating crafts in China but is expected that they will adopt a foreign
law. However, some regulations affect directly to this sector, such as:
•

Administrative Measures for Artworks (2016 Revision)

•

Regulations on Protection of Traditional Arts and Crafts (2013 Revision).

The main concerns in this sector involve creation, exploration, auction, authentication, insurance, tax
and intellectual property rights.

94

http://www.cnaca.org/english/info/201253/4-13.shtml
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Trade barriers and import restrictions
There are no import restrictions or trade barriers for the import of crafts or artworks into China from
foreign countries.
Importers who want to get a piece of foreign art into China has to pay 16% VAT and 6% import duties.
However, Chinese government is planning the development of cultural free-trade zones, which have
already been approved by China’s State Council in Beijing and Shanghai95.

Main challenges
1. Tastes of the consumer. Chinese buyers’ focus mainly on Chinese art and craft. Although this
trend is changing towards a more international taste, there is still a long road ahead. Gallery
owners who open a branch in China predominantly focus on Chinese artists instead of bringing
foreign art to the market.
2. As the foreign art market in China is very limited, it is important to have a deep understanding of
Chinese culture and close relations with Chinese artists and dealers

Design
Market trend
Historically, design in China has been limited mainly to tableware (porcelain), wooden furniture and
some Chinese handicrafts. Nowadays, after the Cultural Revolution, design industry is becoming a
major industry again.
China’s design sector is growing rapidly, being now the largest exporter and the second largest importer
in the world. There are about 1,200 big design institutes in China, according to the China Industrial
Design Association. However, although Chinese consumer is getting interested in design and the
consumption is growing fast, the relation quality-quantity still needs to get more balanced96.
An important part of the design sector in China is the industrial design. China is estimated to have 3
million factories and 40 million private companies, meaning a strong potential for the market.
Design products that are manufactured outside China often have a better acceptance among Chinese
consumers, therefore there is still opportunities for design Ukrainian companies to export their products
to the country. The most demanded products within this sector are watches, jewelry, furniture, fashion,
security, automobile, electronic communications, new materials, new energy and new technology,

95

http://www.chinadaily.com.cn/beijing/2012-03/11/content_14808514.htm

96

https://dutchculture.nl/en/mapping/mapping-china-design-view-china%E2%80%99s-creative-industries
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among other areas97. They are also developing areas of sustainability, green design and the promotion
of eco-friendly materials and products98.

Key regulatory bodies
Ministry of Industry and Information Technology
http://www.miit.gov.cn/
Ministry of Culture and Tourism of the People's Republic of China
http://www.mct.gov.cn/

Regulations specific
Patent Law of the People's Republic of China (2008 Amendment)
Guidelines on Further Development of the Industrial Design Industry

Trade barriers and import restrictions
Industrial design, architectural design, costume design and other creative industries are part of the
Catalogue of Encouraged Industries for Foreign Investment99.
However, although not a barrier itself, the fact that IP protection from the government is not a fail-safe
system yet, makes the environment difficult for the design sector.

Main challenges
1. Development of domestic industry. Chinese government is giving support to the development of
the domestic industry, which will soon become a competitor for foreigner designers.
2. Lack of recognition. In China, creative concepts are not yet recognised by Chinese clients as an
added value for products.
3. IP protection. Although China is starting to fight against counterfeits, they still have to work
towards a more favourable intellectual property rights environment.
97

https://www.marketopportunities.fi/demand-for-industrial-design-opens-up-business-opportunities-in-china

98

http://cbichinabridge.com/challenges-well-opportunities-chinas-design-industry

99

http://www.fdi.gov.cn/1800000121_39_4851_0_7.html
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4. Specialization area. Although not a challenge itself, it is important to note that China has areas
specialized in the development and production of different products, therefore foreign companies
would rather locate their companies in the same areas. For example, most of the electronics,
biochemistry and automobile industry-related design services are located in the North East
(Beijing). However, textiles, furniture, kitchen appliances and lighting concentrated in the
Yangtse River and Pearl River Delta Economic Zones (Shanghai and Guangdong respectively).

Film industry
Market trend
In the first quarter of 2018, China’s theatrical box office became the biggest in the world before USA, it
has grown a 39% compared to the same period of 2017. However, this trend is unlikely to be sustained
through the whole year and Chinese government estimate a growth rate of 15% to 20% for the rest of
the year.
China’s box office in 2017 was RMB55.9 billion, which was reported as $8.6 billion using end 2017
exchange rates.100
100

https://variety.com/2018/film/asia/china-box-office-global-biggest-first-quarter-2018-1202742159/
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Box office revenue in China from 2012 to 2021 (in billion U.S. dollars)
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Key regulatory bodies
Ministry of Culture and Tourism of the People's Republic of China
http://www.mct.gov.cn/
State Administration of Radio and TV Affairs (SAPPRFT)
http://www.sapprft.gov.cn/
China Film Association
http://www.cflac.org.cn/pub/dyxh/sy/
Chinese Literary and Art Circles Association
http://e.cflac.org.cn/

Regulations specific
Film Industry Promotion Law of the People's Republic of China 102

Trade barriers and import restrictions
According to the Catalogue of Industries for Guiding Foreign Investment (Revision 2017), regarding
film industry, these are the restricted industries for foreign investment:

101

https://www.statista.com/statistics/497954/box-office-revenue-china/
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https://www.chinalawtranslate.com/2016%E5%B9%B4%E7%94%B5%E5%BD%B1%E4%BA%A7%E4%B8%9A%E4%BF%83%E
8%BF%9B%E6%B3%95/?lang=en
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•

Production of radio and television programs and movies (limited to contractual joint ventures)

•

Construction and operation of movie theaters (with Chinese party as the controlling
shareholder)

There are also some prohibited industries for foreign investment:
•

Radio and television program, production and operation companies

•

Movie production companies, distribution companies, and theaters

Main challenges
1. Content restrictions. The State Administration of Radio and TV Affairs is responsible for
supervising and managing the content and quality of films103.
2. Quotas. Chinese government limits the number of foreign films that can be shown in Chinese
theatres on a revenue sharing basis in a given year. In 2012, the quota rose to 34 films annually,
14 of which need to be screened in 3D or IMAX formats. However, this number seems to have
flexibility, because in 2016, 39 films were allowed. Regarding buy-out films, in 2016, 51 foreign
films were allowed 104.
3. Limited distribution system. China’s theatrical distribution system is dominated by two huge
players, China Film Co. and Huaxia, which are state-owned companies. This is because, as we
have already seen, foreign companies are prohibited from distributing films in China 105

Fashion
Market trend
During the first semester of 2018, China has become the largest market for fashion industry in the world,
reaching a revenue of US247 billion, an increase of 22.7% compared to the same period of 2017.
Second and third positions are held by United States with USD103 billion and United Kingdom with
USD23 billion. Actually, the total revenue is expected to show an annual growth rate from 2018 to 2020
of 13.0%, resulting in a market volume of USD403 billion.
103

http://www.sapprft.gov.cn/

104

http://chinafilminsider.com/foreign-films-in-china-how-does-it-work/

105

https://www.chinalawblog.com/2018/06/china-film-quota-what-quota.html
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Revenue in the Fashion segment (million USD)
600,000
400,000
200,000

156,005

201,171

246,877

291,109

332,351

369,611

402,592

0
2016

2017

2018
Apparel

2019

Footwear

2020

Bags&Accessories

2021

2022

TOTAL
Source: Statista

In the Apparel segment, which includes men's, women's and children's clothing (from 4 years), the
online market is expected to keep growing, reaching a 64% of the total market revenue.
Sales channels in the apparel segment
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If grouped by age, adults from 25 to 34 years old are the largest fashion consumers, concentrating 34%
of the total expenditure, followed by 35-44 years old range with a 24.5%. Also, women expend more
than man, getting a share of 54.2%106.
Fashion users by age

106

https://www.statista.com/outlook/244/117/fashion/china#market-globalRevenue
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The Chinese high-end domestic clothing market has been conquered by European brands while the
middle and low segment has a mix of foreign and local brands, although products from both are mostly
manufactured in China.
Key regulatory bodies
Ministry of Public Affairs
http://english.gov.cn/state_council/2014/09/09/content_281474986284128.htm
China Fashion Association (CFA)
http://english.fashion.org.cn/gywm_en/201202/t20120224_900583.html

Regulations specific
Textile and apparel sector does not have a specific law, but products must comply with Chinese
standards. There are mandatory and voluntary standards that apply, the most common are:
•

GB 5296.1 & GB 5296.4 Instructions for use of products of consumer interest - General
Principles & Instructions for use of textiles and apparel

•

GB 18401-2010 National General Safety Technical Code for Textile Products

•

GB/T 8685 Chinese care labelling symbols

Trade barriers and import restrictions
(1) Taxation and tests. Domestic fashion products operate with an advantage compared to imported
products, which are subject to taxation and tests.
(2) Agreements. China has special agreements with some Asian countries.
(3) Import quotas. There are no import quotas for fashion products.
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Main challenges
1. Consumers are sensitive to brand and country of production regarding high-end fashion.
2. Online design enabling high efficiency with low costs, which makes the price competition fiercer.
3. Although imported fashion is mainly focused on high-end products purchased almost exclusively
by the high class population, the main opportunity comes from the medium class, which
represents China’s mass purchasing market.

Publishing
Market trend
According to OpenBooks estimations, the total volume of the book market in China was between USD
20 and 23 billion in 2016. The total turnover is increasing by an average of 0.3% yearly, while online
book sales have concentrated for 45% of total industry turnover107.
Regarding consumers, according to Amazon China survey con consumer reading preferences in
2016108, women generally read more for pleasure, while men read more for knowledge acquisition or
career planning. Also, depending on age, tastes are different. Adolescents prefer fiction and studyrelated books while young people read about baby-care and finances. Adults born between the 60s
and 80s prefer social sciences and philosophy.
If comparing traditional sales and online sales, according to the Chinese book market 2016, consumer
behavior is also different. For traditional sales, the most demanded books are textbooks (25.4%), social
sciences books (19.6%) and children’s and young adults’ books (18.2%). However, for online sales,
the top selling are social sciences (26.6%), children’s and young adults’ books (21.9%) and fiction
(13.4%)109.
Chinese book traditional sales in 2015 vs. Chinese book online sales in 2015

107

https://www.buchmesse.de/files/media/pdf/whitepaper-chinese-book-market-report-frankfurter-buchmesse.pdf

108

https://publishdrive.com/overview-chinese-book-market/

109

https://www.buchmesse.de/files/media/pdf/whitepaper-chinese-book-market-report-frankfurter-buchmesse.pdf
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This same report analyses China’s foreign books acquisition. In 2014, China acquired a total of 15,542
book titles (4,840 from USA, 2,655 from the UK, 1,736 from Japan, and 1,160 from South Korea). On
the other hand, exports from China were only 8,088 (734 were to USA, 410 to the UK, 346 to Japan,
623 to South Korea, and 304 to Germany)110.
Mobile reading is also increasing. China Reading, one of the biggest authorized digital reading platform
has about 10 million digital works of 200 content types from 4 million authors. Nearly 55% of internet
users access to news through their phones and 17% receive news via social media or access the
website.

Key regulatory bodies
State Administration of Radio and TV Affairs
http://www.sapprft.gov.cn/
National Copyright Administration of China
http://www.ncac.gov.cn/
State Council Information Office (SCIO)

Regulations specific

110

https://www.buchmesse.de/files/media/pdf/whitepaper-chinese-book-market-report-frankfurter-buchmesse.pdf
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Regulations on the Administration of Publications (as amended on March 19, 2011)
Provisions on the Administration of Online Publishing Services
Administrative Provisions on Book Publishing
Administrative Provisions on the Publishing of Electronic Publications (Revised in 2015)
Regulations On Confidentiality in Publishing and the Media
Circular of the General Office of the General Administration of Press and Publication on Prohibiting
Newspapers and Periodicals from Publishing the Advertisements under Certain Categories
Interim Provisions on the Administration of Internet Websites Engaged in News Posting Operations

Trade barriers and import restrictions
According to the Catalogue of Industries for Guiding Foreign Investment (Revision 2017), regarding
publishing industry, these are the restricted industries for foreign investment:
•

Printing of publications (with Chinese party as the controlling shareholder)

There are also some prohibited industries for foreign investment:

•

News agencies

•

Editing and publishing of books, newspapers and periodicals

•

Editing, publishing and production of audio and video products and electronic publications

•

Internet news information services, online publishing services, online audio and video programs,
business premises for internet-access services, internet cultural business (excluding music), and
online public information publishing services

Main challenges
1. Limited imports. As we have already seen, not many publications are exported to China from
abroad. Additionally, imports of foreign publications are not allowed for foreign companies and
must be done by authorised agencies.
2. Restricted publishers. Only authorised companies are able to publish books in China. However,
since 2011 joint-ventures with Chinese majority are allows to publish, print and distribute.
3. Protection of intellectual property rights. As we have already mentioned, IP protection is a main
issue for all CS.
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Other performing and visual arts
Video games
As video games consoles have not been permitted in China from 2000 to 2015, Chinese players still
prefer online games. Also, most foreign console games with violent, sexual or politically sensitive
content are banned in China111.
Sales revenue of the market has been increasing steadily during the last decade, reaching
approximately RMB203.6 billion in 2017. Mobile games concentrate 57% market share, exceeding
client games, browser based games and home console games. Additionally, also in 2017, about 96%
of the new games launched in China were mobile games.
Most popular types were role-playing games, followed by card games112.
The key regulatory bodies are the Ministry of Information and Industry and the General Administration
of Press and Publication and the China Software Industry Association promotes the development of
the industry and provides a hub for overseas markets.
Except for consent censorship, there are no current guidelines about controls for games or video
consoles to enter the market.
The main challenge for this industry is the strong domestic supply, which limits the demand of games
imports.

Music
According to a report by the International Federation of the Phonographic Industry, China was the 12 th
largest music market in the world in 2016, reaching USD202 million, while USA, ranked first, had a
revenue of USD5.3 billion, including physical sales, online sales, performance rights and licensing.
Among all music purchases, online purchases in China concentrate 96% of the total sales, of which
75% come from streaming. The market leader for streaming service is QQ Music (Tencent), with 400
million daily users113.
Most of the music listened to in China is produced domestically.
Censorship and IP rights are the main legal concerns in the industry. Artists entering the Chinese
market have to face piracy until they gain recognition.

Performing arts
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In recent years, a number of Chinese cities have constructed new theaters as landmark buildings and
hosted cultural and art events regularly, promoting market prosperity and building up the city’s
reputation. Just in Beijing, according to statistics from Beijing Municipal Bureau of Culture and the
Performing Art Association of Beijing, there were a total of 24,557 shows, with a total audience of 10.76
million and creating revenue of RMB1.72 billion in 2017114.
The Ministry of Culture and Tourism must officially approve any performing tour and performance
brokerage agencies are listed on the Catalogue of Restricted Industries for Foreign Investment. The
Chinese party must be the controlling shareholder115. Therefore, access is complicated and requires
long procedures.
However, Chinese market offers a significant opportunity for foreign companies, for example, for
Western-style classical music performances.

Radio, TV, video and photography
It includes wireless, cable, satellite and internet broadcasting.
Over the past few years, Chinese audience are losing their interest in watching TV and starting focusing
on digital media consumption. Programs such as TV series, news and variety shows, accounted for
57.1% of all the programs in China in 2015116. Radio is following the same trend as TV.
On the other hand, online video market is estimated to be worth USD15.2 billion in 2019, up from USD
3.5 billion in 2015, according to HIS Markit117.
However, the sector is included in the restricted industries for foreign investment:
•

Production of radio and television programs and movies (limited to contractual joint ventures)

There are also some prohibited industries for foreign investment:
•

Radio and television program (including introduced business) production and operation
companies

The market is very limited, therefore most of the opportunities for foreign companies are limited to coproduction, distribution and licensing in cooperation with Chinese companies.
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4.3.

Consumer preferences

Consumer preferences depend on the market to be analysed. However, there is one aspect all
segments seem to have in common, that is the impact of internet and social media in the segment
behaviour. Especially in China, where internet users number and mobile internet users number are
almost the same, creative services, mostly those digital, such as advertisement, publishing, video
games, music and radio TV, video and photography, but also some traditional creative services like
fashion and design.
Advertisement
Due to its marketing intrinsic character, advertising has a deeper impact in upper and middle class who
have a higher purchase capacity, especially those in the urban mass market. For these consumers,
online ads are the most effective.
As internet penetration in Tier 3 and 4 cities is not as high as in Tier 1 and 2 and consumers in have
limited incomes and access to products, advertisement relies mainly on traditional ads formats, such
as television and radio.
Crafts
Chinese consumer prefers fine art before contemporary art. While contemporary art is subject to
speculation and trend changes frequently, fine art category trend is growing steadily.
Western-style antiques, wares and furnishings are becoming popular in China, where dealers have
been selling pieces for the last five years.
Design
China has been a large-scale and low-cost manufacturer for many years and, in some sense, although
Chinese Government policies aim to change the economic growth model promoting high-end design,
it still is. Therefore, Chinese consumer is, generally speaking, price-sensitive. While Tier 1 and Tier 2
population is willing to pay a higher price for a well-designed product (e.g. Apple products), people from
Tier 3 and 4 pay less attention to design.
Regarding the manufacturing industry (e.g. ceramics, glasswork, fibre crafts, leatherwork), which is
mainly concentrated in rural areas, design is focused on Chinese-style
Film industry
Chinese films have tended to represent formulaic stories, lacking creativity and imagination. However,
this trend seems to be changing, with many co-productions between China and foreign producers.
Films are now produced in China, but following a more westernized style, aiming to be exported to
other countries118.
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Fashion
As it happens with the craft and design industry, Chinese fashion started its history being a low cost
fabric producer more than two decades, while design was left on the background.
However, consumption is now growing and Chinese are demanding better-quality and better-designed
products, accepting higher prices for Western brands products, which are considered better than
Chinese.
Publishing
The publishing industry in China is undeniably growing. However, as we have already analysed,
because foreigner publishers are prohibited for foreign investment, all foreign literature that can be
found in China has been imported from abroad.
Most of the purchases are done online, and preferred topics are social sciences, children’s and young
adults’ books and fiction books.
Video games
Video games consumption in China is mostly concentrated in online gaming, which has become a trend
in the market over the last few years.
Although its popularity is partly because many online games are for free, around 64% of Chinese
gamers spend money on online games each month, which represent a huge potential for increasing
revenue. However, most of the video games played in China are developed in the domestic market.
Music
Chinese consumers prefer local or Asian (mainly Japanese and Korean) artists, and gain recognition
for foreign artists will take time.
Additionally, the traditional music market, which has never been significant in China, has already almost
disappeared. Chinese consumer purchases music online, where they can buy music easily, cheaply
and legally.
Performing arts
Performing arts market is basically located on Tier 1 and 2 cities, where incomes are higher. However,
because the public is reduced, the government is supporting the development of the performing arts.
Tastes are still traditional and, although growing, the number of foreign shows is still limited and
concentrated in Beijing and Shanghai.
Radio, TV, video and photography
Similarly to what happens with films, tastes of Chinese consumers on radio and TV programs, video
and photography are quite traditional. Also, consumers prefer the online channel before traditional
channels.
These types of media are subject to censorship, so topics are very reduced.
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Foreign distribution of radio and TV programs, video and photography are restricted and require
Chinese investment, therefore, most of them are produced abroad and imported into China, with the
respective limitations.

4.4.

Taxation

Due to the extensive character of this section, it is very difficult to analyse one by one each products
taxation.
For example, for products that would be imported into China, such as crafts or video games, import
duties vary significantly. While hand-painted oil paintings, paintings are subject to an import duty of 6%
(MFN), video games consoles are free of import duty and video games have a 3.8% import duty119.
Another example would be tax imposed on gallery profits, which usually exceeds 30 percent, but varies
widely120.
As it has already been mentioned, foreign films imported into China have three different taxation
systems:
•

•

•

Revenue sharing. Rights holders receive 25% of the net box office revenue. Films imported
using this system are limited by a quota. In 2016, a record 39 films were allowed into the China
as revenue sharing films.
Flat fee/Buy-out. Chinese companies negotiate a fixed price with the film’s producer for local
rights and then keep all Chinese revenue. Although unofficial, SAPPRFT is maintains a quota
for buy-out films. In 2016, 51 films were shown in China this way.
Hybrid system. A local distributor gets the distribution rights and the original rights holder
negotiates a part of the box office revenue with one of the state-owned film enterprises121.

4.5.

Regulations specific

1. Laws
There are many laws affecting Creative Services sector in China. Some of them are:

119

China Customs http://www.customs.gov.cn/customs/302427/302442/shangpinshuilv/index.html (Chinese)

120

http://eusmecentre.org.cn/system/files/attach/EU%20SME%20Centre%20Report%20-%20Culture%20and%20Creative%20Industries
%20in%20China%20(Jul%202014).pdf
121

http://chinafilminsider.com/foreign-films-in-china-how-does-it-work/

124 / 149

•

Advertisement Law of the People’s Republic of China122

•

Copyright Law of the People's Republic of China (2010 Amendment)

•

Patent Law of the People's Republic of China (2008 Amendment)

There are also some decisions for revising or amending previous laws or adopting international laws
in China:
•

Decision of the Standing Committee of the National People's Congress on Establishing
Intellectual Property Right Courts in Beijing, Shanghai and Guangzhou

•

Decision of the Standing Committee of the National People's Congress on Acceding to the WIPO
Copyright Treaty

•

Decision of the Standing Committee of the National People's Congress on Amending the
Trademark Law of the People's Republic of China

In addition to those laws, there are many other regulations, such as:
2. Administrative regulations:
o Notice of the General Office of the State Council on Issuing the Provisions on the Main
Functions, Internal Bodies and Staffing of the State Administration of Radio, Film and
Television
o Decision of the State Administration of Press, Publication, Radio, Film and Television to
Repeal, Amend and Invalidate Certain Rules and Regulatory Documents
o Interim Measures for the Payment of Remuneration for Phonograms Broadcast by Radio
and TV Stations (2011Revision)
o Interim Measures for the Administration of Online Games (2017 Revision)
3. Departmental rules:
o Provisions on the Administration of Sino-foreign Cooperation in the Production of TV
Plays
o Provisions on the Archival Filing of Film Scripts (Abstracts) and the Administration of Films
(2017 Amendment)
o Notice of the State Administration for Industry and Commerce on Launching Special
Rectification on Internet Advertising
4. Local regulations:
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o Announcement of the Shanghai Customs and the Shanghai Municipal Administration of
Culture, Radio, Film & TV on Simplifying the Artwork Approval and Regulation Formalities
in China (Shanghai) Pilot Free Trade Zone
o Announcement of the Administration for Industry and Commerce of Guangdong Province
on Repealing the Provisions on the Administration of Foreign-Funded Advertising
Enterprises
o Written Reply of Guangzhou Local Taxation Bureau on the Scope of Business Tax Levied
on Advertising Business
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4.6.

Marketing in China for companies in the
creative service business with a small
budget. How to sell your services

First of all, as it has been mentioned all over this part, most creative industries are under direct and
indirect state control. It also affects marketing, which has to be in line with the national ideology and
related concerns that have to be considered (as addressed all over this section).
However, marketing in China for the creative service companies shares common characteristics to the
marketing to be made in other sectors (especially by foreign companies).
Reaching the target audience is normally possible to be done using digital marketing. As described in
other parts of the report, China is a global leader of internet usage and online shopping, and therefore
almost all target segments are represented in digital platforms.
•

WeChat and Weibo accounts (explained in Section 1.4.).

•

Key Opinion Leader (KOL) (explained in Section 1.4.). Especially relevant for video gaming
sector within CS industry, as KOLs can promote their games in the social networks, sharing
some positive views about them or related content, and this way reach their target audience.

•

Other platforms. There are many platforms that can be used vary depending on the public we
are intending to reach. For example, Douyu, Youku and Bilibili (explained in Section 1.4.).

•

Traditional marketing (explained in Section 1.4.). It is performed by foreign companies of the
industry. Some examples of these are movie posters that are promoting the new release in bus
shelters.
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4.7.

Major industry events
Place

China Hangzhou Cultural
Creative Industry Expo
www.goccie.org/

& Hangzhou White Horse
Lake
International
Convention and Exhibition
Centre
Shenzhen International Cultural Shenzhen Convention &
Industry Fair Co
Exhibition Center
en.cnci.gov.cn/
China
International
Gallery China National Convention
Exposition (CIGE)
Center- Beijing
cige-bj.com/
China
International
Industrial NECC National Exhibition
Design Fair (CIIDF)
and Convention Center
www.ciidf.com/en/index.html
100% Design Shanghai
Shanghai Exhibition Centre
www.100percentdesign.com.cn/
China International Film and TV Beijing Exhibition Centre
Programs
citv.chnpec.com/citv/english/intro
.html
GMGC
Beijing China National Convention
http://en.gmgcongress.com/
Center in Beijing
CCBN China content broadcasting International
Exhibition
network Expo
Center (CIEC)
www.ccbn.tv/

Date
19-23,
September,
2018
10-14
2018

Periodicity
Annual

May, Annual

Sept, 2018

Annual

19
23 Annual
September
2018
06 - 09 March Annual
2019
17 – 19 May, Annual
2018

April 2nd-3rd, Annual
2018
22
–
24 Annual
March 2018
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PART V: IN-DEPTH OVERVIEW OF THE
TOURISM SECTOR
5.1.

Introduction to the
including key facts

tourism

market,

According to the 2017 China Outbound Tourism Travel Report, China has already become the largest
source of outbound tourists in the world, gathering 129 million trips during the same year, which means
an increase of 5.7% compared to 2016.
Internet and social media has now the most important role in tourism in China, helping the customers
to make reservation and queries through their computer and mobile and giving them new destinations
inspiration.
Reasons for this steady grow are the income increase, fewer visa restrictions, better exchange rates
and more flight connections. However, less than 10% of China’s population has a passport and travels
abroad.123
In China there are currently around 25,000 licensed travel agencies, but only 8% are allowed to do
outbound tourism. These agencies are mainly located in big cities such as Beijing and Shanghai, and
in some middle-sized provinces as well as in Zhejiang and Jiangsu124.
Additionally, China offers a strong growth potential. According to the European Commission, during the
period 2015-2034, the Chinese domestic market is expected to grow by 7% annually and the
international one by 8%.125

China’s Meeting, Incentive, Convention, & Exhibition (MICE) market

123

2017 China Outbound Tourism Travel Report

124

The Chinese Outbound Travel Market https://ecty2018.org/wp-content/uploads/2017/08/EC-2016-The-Chinese-Outbound-TravelMarket.pdf
125

https://ec.europa.eu/transport/modes/air/international_aviation/country_index/china_en
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China has a very strong domestic MICE market, accounting for about 42% of total domestic business
travel volume and 45% of total business travel spending126. About 140 million domestic trips taken in
2014 belong to this category, in which Chinese spent a total of CNY 680 billion (USD 110 billion). It is
expected to grow at 20% annually until the end of the decade.
Geographically, as it could be expected, it is concentrated in China’s three major cities with similar
percentages of trips: Shanghai 27%, Beijing 25% and Guangzhou 24%. The list is completed by Hong
Kong (11%) and Macau (6%), that serve as international platforms and a gateway to Southeast Asia,
taking advantage of their special status (do not require visas for most visitors) and, in the case of Hong
Kong, its great flight connections.
The average MICE trip is 2.9 days long on average. Almost 60% of the trips last between two and four
days. Air travel is the most common mean of transportation to reach MICE destinations (64%), followed
by train (18%) and car (14%).
Each traveler spends –on average- about 26% of their trip cost in air transportation, 7% in ground
transportation, 20% in accommodation, 15% in food and drinks and the remaining 32% in other costs.
MICE meetings are hosted mostly at conferences and exhibition centers (38%) and hotels (33%).
Location is the top reason to choose a hotel (62%), closely followed by hotel service and amenities
(51%), and brand (37%)127.
When it comes to outbound MICE tourism, China still lags behind other markets. Difficulties to get a
visa (as explained in Section 5.5. Taxation, import restrictions, trade barriers), language, distance (time
needed to arrive at the destination and time difference) and the presence of word-class exhibitions in
China, limits greatly the potential of the market. Most common destinations are other Asian countries,
due to the proximity and market importance. The US is also a major destination.

Ecotourism
Ecoturism is gaining traction in China. Due to improved infrastructure, increased wealth and
consumption patterns, China’s domestic ecoturism is experienced very differently than abroad. First, it
is very commonly practiced in large groups, part of organised tours. Second, Chinese tourists enjoy
man-made complexes in or near the tourist attraction, making the experience very accessible and
comfortable. This makes difficult for ecoturists to be isolated in nature, since most of China’s national
parks have very clear trails flocked by domestic tourists all-year round.
When going abroad128, women and elder people show the highest interest in practicing ecotourism.
They prefer to visit places offering sea views and exploring nature. Besides looking for a similar model
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than their domestic ecoturism (functional, based on convenience and accessibility), outbound Chinese
ecotourists also pursue education and relaxation (experimental).

Adventure tourism
Due to the relatively recent development of the Chinese outbound tourism, adventure tourism is still in
its early stages and can be considered a very niche market. According to Nielsen’s research,
experiencing “adventure” is the least seek objective for Chinese travelers going abroad.

Leisure

Enjoying food

Young

Shopping

Young adult

Romatic getaway

11%

10%

16%

23%

33%

32%

45%

49%

46%

56%

58%

52%

82%

79%

74%

Objectives for Chinese tourists traveling overseas (top 5)

Adventure

Adult
Source: Nielsen

The Chinese adventure tourist is an experienced traveler abroad. They are usually younger and
wealthier (born after the 90s) than the average traveler129 and live mostly in tier 1 cities 130. They have
very little experience and low skills on adventure related activities and consider safety as an extremely
important feature, favoring less extreme adventure activities (e.g. trekking, berry picking, water
sports…). They also value to be in contact with nature to escape from polluted cities. They look for
experiences that cannot be found in their home country, staying away from crowded sites and big
groups131.
Considering that Beijing will host 2022 Winter Olympics and that China plans to put 300 million people
to practice winter sports132, it is certainly interesting market segment that will considerably grow in the
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future. China’s current limitations in ski resorts, high prices, crowded slopes, severe weather and bad
service133 make China winter sports offer very limited and low quality.

5.2.

Market segmentation, market trends

Age segmentation
Generally speaking, tourism market can be segmented per age. Each age group normally has a similar
lifestyle and economic status associated, which normally implies same tastes and interests. For the
sake of this section, we have divided the consumers into 4 groups, which are Middle age (those born
before 1970), Adults (born in the 70s), Young adults (born in the 80s) and Young (born after 1990).

Before 1970 - Middle age
Travelers from this group tend to be the most traditional. Normally they travel in
organized groups, with their friends, family or couple.
Trips are organized by travel agencies to iconic destinations such as Paris, London,
Rome, Tokyo or New York, where everything is already set. Accommodation, local
transportation, visits and meals are organized by the agency, with an all-included
service.
The Middle age group is relatively budget conscious, according to the Chinese International Travel
Monitor, their average daily expenses when traveling were up to EUR250. They would prefer theme
tours.

1970s – Adults
Adults travelers, who have seen many changes happening in China during the past
few years and whose income and paid holidays has improved compared to their
previous generation, have a bigger interest in travelling. They prefer to travel in
semi-organized travel groups, staying in rather authentic accommodations and
expending their money in a quality service or product.
Their preferred destinations are New Zealand and Australia, where they can get
new experiences.
Their estimated expenses per day when traveling is EUR238. They prefer to eco tours and semipackaged tours.
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1980s - Young adults
Young adults in China give big importance to recognition and influence. They are
now being promoted to higher positions in their companies and they have started
asking for a higher salary and better working conditions.
They tend to travel independently, focusing on going to exotic destinations where
they can experience something new. They also like luxury traveling, including
staying in 5 star hotels and dining in high-end restaurants. Their preferred
destinations are Australia, Singapore, Germany and France.
Their daily expenses while traveling are the highest, reaching EUR275. The most selected type of trip
are eco-tours and luxury tours.

After 1990 – Young
Travelers in the Young group have just started working and most probably would
have more reduced budged than Young adults. However, they tend to expend 36%
of their income in traveling, compared to the 28% of the average.
They research for the best deals for accommodation, searching for authentic local
hotels or hostels which are located either in the centre or close to the public
transport. Most of their budget is spent on dining and activities.
They are also very interested in backpacking to unfamiliar places, such as the Middle East, Africa or
Northern Europe.
Their daily expenses when traveling is the same as Middle age, EUR250, and they are especially
interested in eco-tours and theme tours.

Geographic segmentation
In addition to age segmentation, it is important to distinguish travelers from Tier 1 and 2 and Tier 3 and
4, as tier system could be in a way related to the Westernization of their tastes.
133 / 149

Tier 1 and 2 cities
Most Chinese traveling abroad come from Tier 1 and 2 cities, where people have a bigger interest in
traveling abroad. Salaries and working conditions are better in cities like Beijing, Shanghai or
Guangzhou, and even in Chengdu or Hangzhou. Also, these cities have normally better flight
connections with abroad destinations.
Additionally, people in these areas have a bigger interest in discovering other cultures and having new
experiences. They normally travel independently or in semi-organized travel groups.
Tier 3 and 4 cities
Compared to Tier 1 and 2, citizens of Tier 3 and 4 cities have lower salaries and a shorter paid vacation
period.
Also, have less experience on dealing with foreigners and traveling abroad. These segment, similar to
Middle age, prefers to travel in fully organized trips, accompanied by a Chinese speaking person.
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5.3.

Consumer preferences

(1) Group travelers vs. Independent travelers
As we have already mentioned, Chinese travelers have historically preferred traveling in group, rather
than traveling independently. This has a logic explanation: Chinese people has had low contact with
foreign countries until approximately two or three decades ago, even the earliest Chinese outbound
tour took place in 1983134. Therefore, it was difficult for them to organize their own trips and, as they
could barely speak English or another foreign language, it was also complicated to manage by
themselves once they arrived.
However, this trend is changing now, especially for T1 and T2 cities. According to Ctrip, the largest
outbound service provider in China, during 2017, 44% of the travelers preferred group tours, and 42%
chose independent traveling. There was also a small group who selected tailor-made tours.
Chinese preferred type of outbound trips

14%

44%

42%

Group travelers

Individual travelers

Tailor-made travel

Source: Ctrip 2017 China Outbound Tourism Travel Report

(2) Preferred destinations
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o New places
Due to its closeness from China, Asia used to be the preferred destination for Chinese tourists.
According to Ctrip, during 2017, the top 10 destinations were:
1. Thailand
2. Japan
3. Singapore
4. Vietnam
5. Indonesia
6. Malaysia
7. Philippines
8. USA
9. South Korea
10. Maldives
Followed by Cambodia, Russia, the UAE, Italy, Egypt, Australia, Germany, Sri Lanka, Turkey
and the UK.
However, according to Chinese International Travel Monitor 2018, Chinese are changing their
tastes on destinations. For planned trips during 2018, Asia only concentrates 49%, mainly to
South Korea, Thailand and Taiwan.
On the contrary, Chinese are looking for new destinations, countries or cities where they have
not been before, especially in Europe, Africa and Middle East. The second most demanded
destination is Oceania (mainly Australia), followed by North America and Latin America. The
cities which are experiencing the fastest growth in Chinese tourists were Turkey, Germany,
Vietnam, Spain, the UAE, Italy, Philippines, Australia, France, and Egypt.
Trip destinations from China (growth 2017)
338%

156%

127%

127%

82%

78%

71%

69%

62%
11%

Source: Ctrip 2017 China Outbound Tourism Travel Report

o Stay length
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According to the Chinese International Travel Monitor 2018, Chinese have traveled the same
number of times compared to 2017 (average 3.9 trips, Young 4 trips, Young adults 4.2 trips).
However, as they are starting to travel to further destinations, the stay length is becoming
longer. During 2018, the average stay increased 1-2 days compared to last year, reaching an
average stay of 8-9 days per trip.
During these longer stays, they are able to visit three cities per trip on average - one city more
than in 2017.

o Attractive of destinations
Each country or continent has its own attractive for Chinese tourists:
▪ In Europe, monuments, historical and cultural spots and cities were the main attractive
(54%).
▪ In the Middle East eco-tours (30%), luxury tours (20%) and historical and monuments,
historical and cultural spots (29%) were all popular.
▪ In the United States travels were mostly organized to visit friends and family (15%).
▪ Australia’s main attractions were climate and beaches (42%).
▪ Although Asia is where Chinese they feel most welcome, as it has already been
mentioned, they are starting to go outside their comfort zone to new places.

(3) Accommodation
o Type of accommodation
Chinese travelers are starting to look for more authentic accommodations. According to the
Chinese International Travel Monitor 2018, most of the travelers stayed in hotels 68% while
the second most chosen accommodation was serviced apartment. Especially for Young and
Young adults, they are starting to use alternative accommodations, such as vacation rentals,
apartments and hostels.
However, when staying in hotels, despite they like to feel the local culture, the majority of
Chinese travelers will only stay a 3-star hotel or above.
To decide where to stay, they will first rely on their friends/family’s experiences, second they
will check online reviews and after they will look for the best price-quality option.

o Accommodation facilities
The most important facility for Chinese travelers is Wi-Fi and internet access (25%), especially
for Young and Young adults.
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After Wi-Fi, they prefer their accommodation to have an on-site restaurant (19%) and room
service (16%) available, especially for Adults.

(4) Preferred type of tours
According to the Chinese International Travel Monitor 2018, themed tours and eco tours are the
most chosen styles among Chinese travelers, followed by luxury tours and backpacking.
Especially for Young and Young adults, who speak better languages than Adults and Middle age,
independent traveling is their preferred option.

5.4.

Key challenges

(1) Country brand
Ukraine is not a common destination for Chinese tourists yet. As it has already been mentioned,
historically, Chinese have traveled in groups to iconic destinations. However, this trend is changing
and it is perfect moment for Ukrainian authorities, associations and companies to make the most of
the situation.

(2) Language
As it has already been mentioned, Middle age, Adults and some Young adults have a limited
understanding of foreign languages. In the new society, Chinese are starting to give strong
importance to learning languages, therefore Young Chinese would be mostly the only generation
capable of communicating to local people when traveling abroad.
Therefore, one of the biggest challenges is to adapt to Chinese language. For example, having a
website in Chinese, Chinese speaking sales assistants, guides or hotel staff, signals in Chinese,
would help Chinese customers to feel more welcome, even for Young Chinese.

(3) Payment methods
Payments in China are almost limited to Unionpay, Alipay and WeChat pay.
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Unionpay is the bank card organization for domestic use only in the People's Republic of China,
where VISA and Mastercard are never used by Chinese and barely accepted in shops, restaurants
and hotels. The same happens to Chinese when going abroad, they will be limited to make
payments, as Unionpay is not commonly accepted outside of China.
WeChat pay and Alipay are used to make mobile payments in China. There is almost no business
which does not accept WeChat pay and Alipay to receive money from their customers. WeChat and
Alipay high convenience have made them the main payment method in China. According to Nielsen,
over 90% Chinese tourists would use mobile payment overseas given the option and that they will
likely shop more if they could use Chinese mobile payment method overseas.
According to the Chinese International Travel Monitor 2018, during 2018, although the majority of
Chinese travelers used Unionpay abroad, this payment method was used 2% less than in 2017,
while Alipay and WeChat pay rose 18% and 13% respectively during the same period of time.
For Ukrainian business who would like to get ready for Chinese travelers, they should update their
payment facilities, including Unionpay, Alipay and WeChat pay.

(4) Reviews
According to iResearch, when selecting a hotel while traveling abroad, in addition to common
aspects such as location, price and room condition, when interviewed, 53% of Chinese said to give
much importance to reviews.
Chinese give great importance to word of mouth. They will first ask their friends or family for their
opinion. If not available, they will trust hotel scores and specific reviews available (mostly in Chinese)
before choosing a hotel.

Factors Qunar (travel online platform) users considered when choosing hotel in 2017
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(5) Strengthen transport communications
Currently there is only one direct flight China-Ukraine, which operates from Beijing to Kiev, offered
by the company Ukraine International. Flights from Beijing are available 5 times per week (Monday
to Thursday and Saturday) and flights coming back from Kiev fly every day of the week except for
Thursday and Saturday.
There is also the possibility to get to Kiev from Beijing by train, which will take almost one week.
When Chinese start to be more interested in traveling to Ukraine, these communications would need
to be more frequent and convenient.

(6) Digital marketing
Language and strategy adaptation to China are essential to success in China. Brochures and
webpage need to be not only translated, but localized.
Also, it is essential to create a WeChat and Weibo account for Ukraine country and companies
promotion.
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5.5.

Taxation, import restrictions, trade barriers

Taxation
As tourism services to Chinese nationals will mostly be provided in Ukraine by Ukrainian companies,
either directly to consumers, or to other businesses (travel agencies, corporations, among others),
these will be subject to Ukrainian taxes.
For Chinese companies offering services in China, they are subject to the standard corporate income
tax (25% rate) and VAT. Since May 1st, 2016, all hospitality and tourism business are subject to VAT
(instead of the former Business Tax), and the applicable rate varies according to their annual sales.
Businesses with an annual turnover lower than RMB 500,000 are considered “small-scale taxpayer”,
and they are subject to a 3% VAT rate. If the annual turnover is over that figure, they are taxed double
that amount, that is, 6%.

Restrictions
This section will be focused on those restrictions that apply to Chinese outbound tourism, rather than
to local tourism of inbound tourism to China.
(1) Visa restrictions
Many countries are changing visa policies frequently trying to attract more Chinese tourists, as this
makes it easier for Chinese to go abroad.
As of 10 July 2018, Chinese passport ranked 69th in terms of travel freedom according to the Henley
Passport Index. Currently, Chinese passport holders have visa-free access to 72 countries and
territories
Most recently, visa requirements for Chinese citizens were lifted by Benin on March 2018, Zimbabwe
on July 2018 and Myanmar on October 2018. Moreover, China has signed with Bosnia and
Herzegovina a mutual visa exemption agreement which is expected to take effect in 2018.
Ukraine introduced visa con arrival on October 1st, 2016135.

(2) Travelling restrictions for high positions and public workers
In addition to ordinary passports, China issues diplomatic passports, service passports and a special
variation of the service passport, called the passport for public affairs.
Despite holders of Chinese diplomatic or service passports have visa-free access to additional
countries, the passport for public affairs, has special limitations. This passport is issued to those
Chinese with high positions in state-owned companies, and employees of state-controlled
135

https://www.henleypassportindex.com/
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companies. Chinese regulations establish that public affairs passport holders need to ask for
authorization to travel abroad and their passports are kept in the possession of the holder's work unit.

(3) Limited statutory paid annual leave Chinese workers
There are two types of paid leaves in China. On the one hand, every worker is entitled to 11 paid
public holidays which include two one-week holidays known as the Golden Weeks and some 1-day
holidays.
On the other hand, paid annual leaves in China go from 5 to 15 days, depending on working
experience:
•
•
•

5 days for employees who have accumulatively worked for 1–10 years
10 days for employees who have accumulatively worked for 10–20 years
15 days for employees who have accumulatively worked for more than 20 years 136

Despite Chinese are starting to demand larger annual paid leaves, this life-quality improvement is
still far to be generalized among workers in China. This limited number of ‘rest days’ available
impacts on the number of trips people are likely to do in one year.

(4) Limitations to travel agencies
Travel agencies in China have different limitations depending on if they want to be engaged in inbound
travel business or in outbound travel business. Also, they have to follow the Approved Destination
Status policy.
According to the Travel Agency Regulations, those companies who do outbound travel, to take Chinese
tourists to their countries, will have to set up a joint venture with a Chinese partner. Article 23 of the
Regulation states that no foreign-invested travel agency may operate the business in Chinese mainland
residents' traveling to other countries (or to Hong Kong, Macao and Taiwan) unless it is otherwise
decided by the State Council, or provided for by the free trade agreements signed by China.
Additionally, following the Approved Destination Status policy 137 , which is granted to overseas
destinations through a bilateral government agreement, countries without an ADS agreement are not
allowed to receive tourist groups from China or to promote their destination in China for tourism. These
countries can only receive business and official travel groups.
Companies that fail to comply with the two previous conditions, will be fined between RMB100,000 to
5 times the benefit of the illegal gain 138.

136

https://www.chinalawblog.com/2018/05/china-employee-vacations-and-resignations.html

137

http://www.chinacontact.org/en/what-is-ads-policy/

138

http://www.fdi.gov.cn/1800000121_39_4577_0_7.html
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(5) Restricted industries for foreign investment in the tourism and transport industry 139:
•

Railway passenger transport companies (with Chinese party as the controlling shareholder)

•

Domestic water transport companies (with Chinese party as the controlling shareholder);
international marine transportation companies (limited to Sino-foreign equity or contractual joint
ventures)

•

Public air transportation companies (with Chinese party as the controlling shareholder and the
proportion of investment by a foreign-owner enterprise and its affiliated enterprises not
exceeding 25%; the legal representative must have Chinese nationality)

•

General aviation companies (the legal representative must have Chinese nationality; limited to
Sino-foreign equity joint ventures in case of general aviation companies for agriculture, forestry,
and fishery; with Chinese party as the controlling shareholder in case of other general aviation
companies)

5.6.

Key regulatory bodies

Ministry of Culture and Tourism of the People's Republic of China 140
On March 19, 2018, Chinese Government announced that the Ministry of Culture and China National
Tourism Administration were merged to create the Ministry of Culture and Tourism.
There is not much publish about the Ministry of Culture and Tourism, but it will probably absorb
responsibilities from the former China National Tourism Administration (CNTA), who was in charge of
controlling the outflow of tourists from China abroad. It had 18 overseas offices called China National
Tourism Offices (CNTO) whose responsibility is to tourism to China.

Civil Aviation Administration of China141
It is the aviation authority under the Ministry of Transport of the People's Republic of China. It is
responsible of overseeing civil aviation, safeguarding China’s interests and rights in aviation and
conducting exchange and cooperation with counterparts in Hong Kong, Macau and Taiwan regions.

139

http://www.fdi.gov.cn/1800000121_39_4851_0_7.html

140

http://www.mct.gov.cn/

141

http://www.caac.gov.cn/en/SY/
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As the aviation authority responsible for China, it concludes civil aviation agreements with other aviation
authorities.
It also has an outbound tourism department (出境游专栏) which publishes news, warnings and advice
for Chinese citizens going abroad.

China Tourism Association142
China Tourism Association (CTA) was founded in 1986 as the first tourism association approved by the
State Council in China. It covers all business related to the tourism sector in China, linking and easing
communication between government, enterprises and markets.
It helps to the cooperation between China and foreign countries, including government agencies,
industry organizations and enterprises. It also promotes international relations and the development of
tourism industry in China through the integration of all tourism resources available.

142

http://www.chinata.com.cn/
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5.7.

Regulations specific

Laws
The Tourism Law of the People's Republic of China 中华人民共和国旅游法 is the main law governing
tourism in China. It was last revised on 2016.
According to Article 2 of the same law, it applies to tours, vacations, recreations and other forms of
tourism activities within China, the same activities organized in China for outbound tourism and the
business activities providing relevant services for tourism.
It is mainly focused on regulating Chinese domestic tourism, but it has some provisions related to
outbound tourism, such as:
•
•
•

Outbound tourists may not illegally stay abroad
Outbound tourists in a group may not divide the group into sub-groups or leave the group without
permission.
When organizing an outbound group, or organizing or receiving an inbound touring group, travel
agencies shall arrange a tour leader or tour guide to accompany the touring group in the whole
tour.

Administrative regulations
There are more than 15 effective Administrative regulations, whose scope cover specific aspects
related to tourism which need to be regulated aside on the Tourism Law.
Administrative regulations cover topics such as travel agencies, overseas tours of Chinese citizens,
scenic and historic areas and pilot project for national tourist vacation areas.
Departmental rules
Departmental rules are made by the departments under the State Council and they have the same
validity as administrative regulations.
There are approximately 40 departmental rules inforce for the tourism sector, which cover different
aspects related to tourism such as the administration of tourism safety, administration of forest parks
or administration of the liability insurance of travel agencies.
Local regulations, local government rules
Additionally, the State Council allows and guides local governments in their formulation of local rules
and regulations. Currently there are more than 40 effective local regulations related to tourism. For
example, the Measures for the Administration of Shanghai International Tourism and Resorts Zone,
Tourism Regulation of Hainan Province or the Implementation Rules of Shanghai Municipality on
Security Management in Hotel Industry.
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5.8.

Marketing in China for tourism companies
with a small budget. How to sell your
destination or services

According to the Chinese International Travel Monitor 2018, film and television are the top main
influences to get inspiration on traveling destinations and activities to enroll while traveling. Third
and fourth positions are for social media and video sharing. Moreover, these marketing options are
ones which attract more attention to destinations outside Asia.
Both Young and Young adults are directly influenced by social media, while Adults and Middle age
are indirectly influenced by their children.

143

•

Multimedia. Although this strategy might be difficult to implement by companies with a small
budget, it might be a good suggestion for the tourism industry agency or associations. Using
quality multimedia such as films, TV series or advertisements showing country cultural and
historic sports is a particularly effective tool to attract Chinese to Ukraine.

•

WeChat or Weibo account (explained in Section 1.3.). It is important to create relevant
content for Chinese audiences for advertisement, but it is also advisable to link it to other
actions, such as using it on-site for promotions and further engagement or offering any kind
of upgrade if they share your account to create a positive word of mouth. According to the
Chinese International Travel Monitor 2018, Europe was the top destination shared on social
media, gathering 19%, followed by Japan 17% and USA 9%.

•

Key Opinion Leaders (KOL) (explained in Section 1.3.). ParkLu, a key opinion leader (KOL)
agency, who has analysed travel influencer marketing, has come to the conclusion that, due
to its public character compared to WeChat, influencers’ posts in Weibo have a wider impact
on Chinese deciding their travel destination. In terms of the size of the influencer, the ParkLu
report has discovered that micro influencers have a bigger contribution to the promotion of
destinations than top KOLs. Therefore, incentivizing this type of KOLs could be a good
strategy for Ukrainian companies143.

•

Website (explained in Section 1.3.)

•

Establish partnerships with local Chinese agencies. As already mentioned in this report,
although traveling in group trend is starting to decrease, the vast majority of Chinese tourists
still travel in groups and it is required to establish a joint-venture in order to be able to do
outbound tourism in China. Therefore, it is advisable for Ukrainian travel agencies to partner
with a Chinese local travel agency.

https://jingdaily.com/influencers-weibo-wechat/
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•

Facilities in hotels. In addition to those facilities mentioned in the section 5.3. Consumer
preferences, there are some small facilities that could be offered in hotels which will make
Chinese tourists feel more welcome. For example, Chinese are used to drinking hot boiled
water. Having a kettle available in the room will be very convenient for them. Another thing
that they find very useful, is to have disposable slippers in their rooms.

•

Guide to VAT refund for visitors. Tax refund is a main concern for Chinese travelers. It is a
good marketing strategy to create a clear, practical and in Chinese VAT refund guide. Some
aspects to include would be:
▪ Who is eligible for VAT refund?
▪ List of goods that are eligible for VAT refunds
▪ How can I know whether a shop is a VAT-free shop?
▪ What documents do I need?
▪ What formalities are needed?
▪ Are there differences if I leave Ukraine by plane, train, ship or road?
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5.9.

Major industry events
Place

CITM China International Travel Mart
中国国际旅游交易会

Date

Periodicity

Shanghai
Dianchi 16.
18. Annual
International Convention November
& Exhibition Center
2018

http://www.citm.com.cn/english/index
.aspx
Chengdu International Tourism Expo Chengdu
Century
(CITE 2018)
International Convention
成都国际旅游展
& Exhibition Center
https://www.citechina.asia/
Beijing International Travel Mart China
International
(BITM)
Exhibition
Center
北京国际旅游交易会
(CIEC)
https://www.bitmchina.com/
Guangzhou International Travel Fair China Import & Export
(GITF)
Fair Complex
广州国际旅游展览会
http://www.gitf.com.cn/en/
China Outbound Travel & Tourism China
National
Market (COTTM)
Agriculture
Exhibition
中国出境旅游交易会
Centre
http://www.cottm.com/
Shanghai World Travel Fair
Shanghai
Exhibition
上海世界旅游博览会
Center
http://www.worldtravelfair.com.cn/en/
Beijing International Tourism Expo
China
National
北京国际旅游博览会
Convention Center
http://www.bjbite.com
China
(Guangdong)
International China Import and Export
Tourism Industry Expo
Commodities
Fair
2018 广东国际旅游产业博览会
Exhibition Hall
http://citie.visitgd.com/

29 November to

Annual

1 December
2018

5
–
September
2018
21-23
February,
2019

7 Annual

Annual

15-17
2019

April Annual

18-21
2019

April, Annual

15 to 17
June, 2018

, Annual

September 7 – Annual
9, 2018
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EXPORT PROMOTION OFFICE
Export
Promotion
Office
(EPO) is
a
consultative and advisory body under the Ministry
of Economic Development and Trade of Ukraine,
that has been founded as a one-stop-shop to help
Ukrainian exporters in opening new markets.
The strategic goal of the EPO is to help
Ukrainian business to become successful in
international markets by: developing the export
competencies of Ukrainian business, ensuring
partnership and cooperation between Ukrainian
and foreign businesses and promoting Ukrainian
products and services abroad.

EPO provides assistance in the following areas:
Export consulting, Export education, Trade
missions and B2B meetings, B2G platform,
SheExports platform.
We aim to create a full-scale export promotion
institution as a one window entry point and
ensure an export-oriented ecosystem that will
include government institutions and the business
community.
EPO is supported by the Western NIS
Enterprise Fund, The Expert Deployment for
Governance and Economic Growth (EDGE)
Project and EU4Business initiative.

@exportpromotionoffice
@EPOukr

info@epo.org.ua
sourcing@epo.org.ua

@ExportPromotionOffice

+38 044 253 6131
+38 067 828 20 34
12/2, Hrushevskoho str,
Office 369, Kyiv, Ukraine

t.me/epo_ukr

___________

EU4BUSINESS INITIATIVE
The program is being implemented by the
European Bank for Reconstruction and
Development (EBRD) and funded under
the EU4Business initiative of the European
Union.

The EU4Business initiative brings together all
EU programs aimed at supporting small and
medium-sized enterprises in the Eastern
Partnership region, which includes the EU, its
member states and six partner countries:
Armenia, Azerbaijan, Belarus, Georgia,
Moldova and Ukraine. More detailed
information on the official website

www.eu4business.eu
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