PC VENDORS NEED T
RETHINK STRATEGY

VER since 1979
when China
flung open its
door and sig-
nalled a shift to a mar-
ket economy, high-tech
marketing in this vast
Asian country has been
somewhat of a ‘good
news, bad news’
proposition.

The good news is that in
recent years the govern-
ment has taken concrete
steps to attract foreign
investors, establishing in
1994 reforms in banking,
investments, taxation,
patent protection, foreign
exchange and the nation’s
legal framework.

The bad news is that for-
eign information technolo-

(IT) companies still face
daunting political, econom-
ic, and cultural hurdles.

It is not surprising that
foreign investors' response
has not met Chinese
expectations.

In 1994, over half of all
overseas investment in
China still flowed from
Hong Kong.

Market Potential

China’s market size —
its 1.2 billion potential con-
sumers — keeps foreign IT

With its burgeoning economy and a
growing demand for computers,
China represents a potential gold
mine for PC vendors. Although prob-
lems are inevitable, there are rich
rewards for those who dare.

and home computing.

Shifts In The PC Field

PC market dynamics
shifted in 1994 when Com-
paq displaced consumer PC
leader AST with a two-
pronged strategy of lower
prices and higher credit lim-
its to its channel partners.

Faced last year with pay-
ment defaults and a subse-
quent credit collapse, Com-
paq is tightening up its
channel while unsuccess-
fully trying to stem eroding
market share.

AST, second-ranked ven-
dor in 1994 and 1995, con-
tinue to lose share due to its
worldwide supply problems.

In business and govern-

ment sales, Hewlett-
Packard is showing steady
growth.

With its focus on new
channels, IBM is recruiting a
number of new joint venture
partners, including some
from Compagq’s channel.

Today, over 75 per cent of all worksta-
tions in China are sold through channels
(mostly VARs), and over 95 per cent of all

PCs are sold through partners.

companies coming.

According to IDC,
China’s PC market is pro-
jected to grow at 49 per
cent this year after grow-
ing at 84 per cent in 1995.

China's Ninth Five-Year-
Plan (1996 - 2000) rein-
forces China's focus on
domestic technological
development, and this
development will be done
almost entirely with the
assistance of foreign
companies.

The government sup-
ports work in telecommu-
nications equipment, soft-
ware, networking, VLSI

Local vendor Legend is
winning business in the
government and education
markets.

Legend is the only local
vendor to make the top five
PC vendor list in 1995.
Because of a relatively unfo-
cused effort, Apple, which
is targeting the education
and publishing sectors,
holds only 1 per cent share.

Channels Improving
Today, over 75 per cent
of all workstations in China
are sold through channels
(mostly VARs) and over 95
per cent of all PCs are sold

Hardware

MARKET BREAKDOWN

through partners (mostly
distributors and dealers).
Experts advise foreign
companies to join with
two or three distributors
able to untangle govern-
ment red tape, oversee
currency exchange and

obtain
licenses.

Since the late 1980s,
joint ventures have
emerged as the best way
to do business in China.

Alliances have paired
Compaq and Stone, IBM
and Great Wall, Digital
Equipment and Founder,
Apple and Legend, and
AST and Tianjin.

the necessary

Bridging Cultures
Despite Chinese appre-
ciation for Western high-
tech industry, an inherent
scepticism permeates the

1995 CHINA

business climate.

The Chinese are often
reluctant to accept a sin-
gle-vendor solution out of
fear of losing options later.

This scepticism also

1995 CHINA
PC
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applies to vendor hype: a
sales pitch in China needs
to be gentler, more
civilised, and more hon-
est than in western
cultures.

This article was extracted from Market Scan Interna-
tional, a Miller Freeman publication.

THEY WERE PENGUINS BEFORE OUR NEW

100Mbps ETHERNET PC CARD

Your notebook

PC is virtually

grounded without

our CreditCard

Ethernet Adapter 10/100. Simply, it links your notebook PC
to 100Base-TX Fast Ethemnet LANs. Two species are available: Ready and
Upgradable, The CreditCard Ethernet Adapter 10/100-Ready senses your network

speed and adjusts itself automatically - giving your notebook seamless access to both

10Mbps and 100Mbps networks. If your enterprise hasn’t yet moved to Fast Ethernet,

but will do so in future, the CreditCard Ethernet Adapter 10/100-Upgradable connects

you at 10Mbps for a 10Mbps price. (To switch to the faster standard, simply purchase a

low-cost cable connector). Both are compatible with a wide variety of networks,

including NetWare, Windows 95 and Windows NT - while offering Xircom’s

With a tiny mainframe legacy, PCs represent over 75
per cent of all systems sold.

The lion’s share is for businesses, although the aver-
age Chinese consumer is now willing to pay up to a
year's salary for a home computer.

Network

PC LANs are generally used as hosts for general com-
mercial data processing in the government, manufac-
turing and finance sectors.

With 50 per cent of all its PCs networked, China
ranks third in the region, behind Taiwan and Hong

Kong.

Software

Rampant piracy keeps packaged software sales
unusually low. According to BSA estimates, illegal
copies comprise over 90 per cent of all software sold in
China.

Services

In a country where end-users expect free installa-
tion, training and mai little value is placed on
the services sector. As the ch ! lve and s

and margins begin to fall, pressure will grow to gener-
ate income from these services.

compatibility guarantee. To find out more, simply call any of our authorised

distributors. Alternatively, please visit our website at http://www.xircom.com

The CreditCard Ethernet 10/100 Adapter.
Give your notebook PC the means to fly - so you get the chance to soar.
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