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- FOREWORD

Foreign visitors sometimes deliver surprising insights to the coun-
try they are visiting. Their observations provoke the country’s citizens
to think freshly about their domestic activities, assumptions, and be-
haviors. This is certainly the case with my brother Milton Kotler, a
long-term student and expert on Chinese economics and business prac-
tice. He is a brilliant marketing strategist, and has trained many man-
agers in the science and art of marketing strategy and consulted with
many companies in China on their plans and actions in the marketplace.

Milton Kotler demonstrates in this set of essays his ability to lo;)k

beyond the surface phenomena of modern China into its meaning both
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for China's economic development and for the other nations of the
world. He has worked for many years with great companies around the
world. His devotion to China will benefit China’s business development
in the world market.

Chinese businesses have much to learn about modern business prac-
tices. And they are eager to learn. They share the normal anxieties of
businesses in a rapidly industrializing nation:

» Will Chinese companies be able to compete successfully against
the invading multinational companies and brands?
" o Will Chinese companies be forced to stay at the low end of mar-
kets while the foreign companies capture the middle and high end of
markets?

e Can Chinese companies develop brands that win respected posi-
tions in global markets?

Looking at the business scene in China, Chinese businesses must
start shedding practices that are inhibiting their progress:

1. Many Chinese firms confuse marketing with advertising and
selling, failing to see the largex.' scope of marketing.

2. Many Chinese firms believe that the most effective ads are hard-
sell ads.

3. Chinese firms fail to use modern marketing research tools to un-
derstand better their markets and customers.

4. Chinese companies fail to do adequate segmentation, targeting,
and positioning.

5. Chinese companies rely too much on low price as the main com-
petitive tool.

6. Chinese retail stores lack much differentiation in goods, ser-

vices, or décor.

7. Chinese companies often fail to provide different levels of treat-
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ment for different classes of customers.

Milton Kotler effectively points out that Chinese firms need to de-
velop stronger skills in innovation, differentiation, branding, and ser-
vice. In a word, MARKETING! As this takes place, Chinese firms
will evolve through the following stages:

B Low cost, average quality domestic products.

B Chinese products made for foreign companies.

8 Chinese branded products introduced regionally.

B Chinese branded products appearing globally.

B Chinese branded products achieving global dominance.

We already see signs of several Chinese companies practising very
effective marketing strategy. Milton Kotler details the exceptional per-
formance of Tsingtao Beer, Haier, Legend, Pearl River Piano Com-
pany, and other Chinese companies.

He points out that the time is ripe for Chinese companies to start
buying distressed businesses in the United States such as Kmart, Gate-
way, and others to grow their presence.

Milton Kotler also shows that China’s businesses need certain new
attitudes and practices. Chinese businesses have to put more fashion into
their goods. They ought to make more use of celebrities to bring atten-
tion to their goods. They should learn how to differentiate their goods to
avoid the bloodletting price wars where no one wins. They should get
away from conglomerate forms of business organization and focus their
business interests more sharply.

China needs to develop a modern credit card industry to make credit
more available to its citizens. China’s financial institutions must be put
on a stronger footing. Corruption must be curbed so that markets oper-

ate on merit, not influence. Intellectual property rights must be en-
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forced. Air and water pollution must be contained.

All said, Milton Kotler makes a powerful case that China’s aim and
destiny must be to build a strong middle class. The middle class in any
country provides stability through their ownership of personal property
and their rising consumer aspirations. But in the process of building a
middle class, China must avoid wealth becoming over-concentrated in

the hands of a few. China needs a democratization of wealth, not a plu-

tocracy .

Philip Kotler

S.C. Johnson Distinguished Professor
of International Marketing

Kellogg Graduate School of Management
Northwestern University

Chicago
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INTRODUCTION

This book is a compilation of business articles that were written in
2002. I prefer to call them brief strategic essays because my intention is
not to report information to you, but to discover the useful meaning of
different business situations. These meanings help us to think more ef-
fectively about our own circumstances and enable us to make better busi-
ness decisions to reach our goals.

Some of these essays were written on an occasion of business when a
certain key issue had to be addressed and settled. This may have been a
pricing problem, a branding problem, a product development issue, a

business partnership, a company acquisition, or any number of strategic

'\?‘*%ﬁw



introguction
e

problems that arise in company situations. Other essays start with prac-
tical problems of business management and resonate to larger issues of
business and economic policy that companies and countries have to face.

Most of these essays were written when I was in China. Some were
written on my return to the U.S.. [ try to use my time in the U. S.
to see how well Chinese companies are doing in America.

The essays in this book are arranged by topics, rather than the or-
der of time when they were written. Naturally, this may lead to some
repetition and redundancy. Different pieces that were written at differ-
ent times of the year may repeat a point or example,

There are six parts of this book. The first part is called Fundamen-
tals. I speak to many executives and managers who have engineering de-
grees and think that marketing is a matter of sales. It is not selling and
I need to demonstrate this difference in a clear manner. I hope the first
three essays accomplish this purpose and give readers who may not un-
derstand the science of marketing a better appreciation for its practice
and a desire to learn more about this field. 1 hope that my readers who
have studied marketing and are practicing marketing will not be offended
by my simplification of our discipline. Indeed, they may use my homi-
lies to explain their own profession to their families and {riends, who do
not know their profession.

The second section on Marketing Strategy includes seven essays on
branding, product development, pricing, distribution, promotion,
and other strategic issues of competition in the marketplace. These es-
says deal with the competition for customers that both Chinese and for-
eign companies face in the domestic market, and how they use market-
ing strategies to achieve competitive advantage.

The third section is on Business Strategy. Marketing is about win-

ning customers with profitable differentiated products. Business strategy

o
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includes this battle for customers, but also the battle for value to the
owners of businesses, whether state, private, or joint ownership.
Owners need profitable company growth for personal value and social
value to the community. The Chinese economy has to grow to bring
greater employment and prosperity to the Chinese people. So company
growth has to make social growth possible. Successful company growth
is the subject of business strategy.

The Chinese economy today is part of the global economy. Large
Chinese companies must not only achieve global presence, but also
achieve a share of ownership of the global market. The six essays in this
section deal with key issues of accomplishing company growth in the do-
mestic and global marketplace.

The four essays in the next section, called Industry Strategy, fo-
cus on the market potential and marketing issues facing new and old Chi-
nese industries.

The Chinese government is investing heavily in developing new in-
dustries, as well as in reorganizing and consolidating of older industries.
These essays select a few industries in the throes of growth and change.

The future of the economy of every country depends upon the poli-
cies of government and the private sector. These policies regulate fi-
nance, competition, innovation, ownership, consumption, and a
myriad of economic matters. This is true for China, the U.S., and
the whole global economy. The five essays in this section, called Poli-
¢y, deal with some key policies that will strengthen the prosperity of
China’s domestic market and China’s place in the global economy.

The final section is called Chinese Companies in America. [ want
the Chinese readers to understand how Chinese companies are faring in
America. Chinese brands, indigenous or acquired, need growth in the

United States as well as other major world markets. Branded goods car-
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ry higher margins of profit than OEM export production.

So this is the layout of the bock, but who do I hope will read my
book? This book is published in an English-Chinese edition. Its major
sale will be in China because it is meant for Chinese state and private
company executives, entrepreneurs, and managers. [ hope it will also
stimulate discussion in the academic community and among economists.
Naturally, multinational companies will encourage their Chinese and
foreign managers to read it to see how ready Chinese companies are to
wage and win the war of marketing and business strategy. I hope this
book will find its way to American shores and edify the American people
about Chinese businesses and prosperity. With greater knowledge of
each other’s goals and a practice of working together, we can hopefully

build a firm handshake of trust.
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