Direct Marketing in China

P230 Non-Market Strategy

Preparation Questions

1) How might the U.S. direct sales companies restructure their sales activities to satisfy the concerns of the Chinese government? Should they establish retail stores?

· Ban clapping and chanting at meetings

· Ban hugging

· Move manufacturing to China and agree to sell only products that where made in China

· Convert distribution centers in retail stores until the ban is lifted

· Try selling wholesale to small private enterprises in China 

· Ban teachers, members of the military, and officials of the Chinese Communist Party from becoming direct marketers, because they are legally prohibited from such sales activity

2) Should U.S. direct marketer form a coalition or act independently to address this challenge?

· Yes, form a coalition and lobby the State Administration for Industry and Commerce Commission in China, the House and Ways committee in the United States, and the Clinton Administration. 

3) Should the U.S. companies attempt to enlist the aid of the U.S. government?

· Yes, They should enlist the help of U.S. Trade Representative Charlene Barshefsky who was in Beijing making preparations for President Bill Clinton’s upcoming state visit to China. If the U.S. companies are lucky they might elevate the issue to the presidential level [not likely, but possible] they can also use U.S. government contacts inside the Chinese government to begin their lobbing effort to reverse the ban 

4) What nonmarket strategy should the U.S. companies adopt?

· Lobby the State Administration for Industry and Commerce

· China had previously suspended all direct marketing sales for several months in 1995 and reversed its position after Avon changed its credo from “God first” to “Faith first”. Therefore if you are willing to address Chinese government concerns on direct marketing there is a possibility of reversing the ban

· Approach the House Ways and Means committee and try to delay the discussion on the renewal of most favored nation status for China

· Find out who is on the State Administration for Industry and Commerce Commission [China] and see if there is any guanxi or informal personal ties. 

