
Chinese personal shoppers have created a new type of retail store in Australia

Written by The Conversation

It might seem unlikely that there’s stores in Australia, selling only a small range of products, at
prices significantly higher than supermarkets, yet turning over millions of dollars each year . But
an increase in stores catering to personal shoppers, called daigou, are growing in the Australian
retail scene.

As demand for Australian products increases , daigou stores allow Chinese shoppers to send
goods to China. One public relation agency estimated there are between 1,200 to 1,600 small
daigou stores that offer &ldquo;pack and
send&rdquo; services  in
Australia. Until now, these businesses were fragmented and operated independently.

However, the first Daigou retailer recently listed on the ASX, AuMake . The retailer has seven
stores in Sydney and
plans for more .

Daigou stores are emerging in response to the demands of a burgeoning Chinese middle-class
and their hunger for Australian brands. By 2022, 76% of China’s urban population will be
considered middle-class
. 

Why Australian brands can’t ‘go it alone’

Poor quality Chinese products, food safety concerns  combined with ongoing issues of counter
feiting
have contributed to a deficit in trust of Chinese brands. This lack of trust is driving demand for
authentic, high quality products – particularly from Western markets like Australia.

So, why don’t Australian business simply cut out the middleman and go straight to the
consumer? It comes down to the establishment of trust between the consumer and the retailer,
and the length of time it takes a foreign retail business to establish consumer trust in China .
Australian-based brands like Suisse, Blackmores and Jurlique sell through Daigou retailers to
quickly establish authenticity of the product and consumer trust.
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http://www.afr.com/business/retail/fmcg/meet-australias-biggest-daigou-who-can-make-or-break-brands-in-china-20170523-gwavsx
https://www.austrade.gov.au/Australian/Export/Export-markets/Countries/China/Industries/Consumer-products
http://www.saucecommunications.com.au/daigou-craze-drives-chinese-demand-for-australian-products/
http://www.saucecommunications.com.au/daigou-craze-drives-chinese-demand-for-australian-products/
https://aumake.com.au/
http://www.smh.com.au/business/markets/daigou-retailer-aumake-lists-on-asx-shares-double-20171004-gyummo.html
http://www.smh.com.au/business/markets/daigou-retailer-aumake-lists-on-asx-shares-double-20171004-gyummo.html
https://www.mckinsey.com/industries/retail/our-insights/mapping-chinas-middle-class
https://www.mckinsey.com/industries/retail/our-insights/mapping-chinas-middle-class
https://www.forbes.com/sites/yanzhonghuang/2014/07/16/the-2008-milk-scandal-revisited/#4803d2cd4105
https://www.cnbc.com/2016/07/08/amazons-chinese-counterfeit-problem-is-getting-worse.html
https://www.cnbc.com/2016/07/08/amazons-chinese-counterfeit-problem-is-getting-worse.html
http://www.business-circle.com.au/en/?p=3535
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Daigou businesses are quickly becoming market influencers, that can make or break brands in
China . Case in point is
Bellamy’s infant formula, Airwallex Founder Lucy Liu 
stated
:

what Bellamy’s didn’t expect was that the daigous’ customers would be more loyal to their
daigou, than to the Bellamy’s brand.

Chinese consultancies  are now offering to connect Australian businesses with highly-influential
Chinese bloggers and Chinese social media personalities to help promote your products and
services 

A viable market

Despite low domestic growth in food and groceries, an AFGC State of the Industry Report
identified a real hunger for Australian manufactured brands internationally. In 2015-16 food and
beverage exports grew by 11% to A$26 billion and grocery (non-food) exports up 32% to A$4
billion.

Notably, China has become Australia’s largest export market for the first time in 2016-17.

So lucrative is this daigou model, that the 2017 Australia-China Business Week Conference all
ocated an entire afternoon
to a workshop on Chinese social media platform WeChat. The aim of the session was to
demonstrate to marketers and business how WeChat could be utilised to connect, influence and
sell to Chinese consumers.

Global consultancy firms like Nielsen  are scrambling to advise entrepreneurs and brands on
how they can leverage this new retail model for financial growth.

A final cautionary note
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https://www.emarketer.com/Article/Influencers-Big-China-Influencer-Marketing-Underutilized/1016364
https://www.emarketer.com/Article/Influencers-Big-China-Influencer-Marketing-Underutilized/1016364
http://thenewdaily.com.au/money/your-budget/2017/03/28/inside-chinese-daigou-craze/
http://www.shenglidigital.com/services/chinese-influencer-marketing/
https://www.afgc.org.au/2016/11/state-of-the-industry-2016-report-exports-generate-growth-despite-difficult-domestic-conditions/
https://www.afgc.org.au/wp-content/uploads/AFGC-2017-State-of-the-Industry-Report.pdf
http://acbwchina.com.au/acbw-wechat-workshop/
http://acbwchina.com.au/acbw-wechat-workshop/
http://www.nielsen.com/au/en/insights/reports/2017/the-daigou-effect-how-brands-can-break-down-chinese-borders-and-drive-growth.html
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As these daigou stores open up around Australia and become the legitimate “go to” for Chinese
consumers seeking quality, authentic Australian brands, it would appear the days of individual
daigous striping supermarket shelves of infant formula may be numbered. The model provides a
regulated channel to the Chinese consumer and circumnavigates the need for individual daigou
shoppers. 

While this new retail model presents a great opportunity for Australian products and brands,
ultimately, the future remains uncertain. On one hand, Chinese entrepreneurs may increase the
number of stores across Australia and small brands will compete for shelf space, in order to
access the lucrative Chinese market.  Alternatively, established daigou relationships based on
trust may endue and the business model becomes irrelevant. 

In the end, this retail model remains viable only as long as the Chinese government permit
online shopping from international markets  – they could close the door overnight . Chinese
officials have 
already imposed bans
on foreign books, movies and games being imported to China.

The authors do not work for, consult, own shares in or receive funding from any company or
organisation that would benefit from this article, and have disclosed no relevant affiliations
beyond their academic appointment.

Read more http://theconversation.com/chinese-personal-shoppers-have-created-a-new-type-o
f-retail-store-in-australia-86844
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http://www.theaustralian.com.au/business/opinion/alan-kohler/shopping-with-chinese-characteristics/news-story/b47d79581c3deef6a4b2493c854a0e16
http://www.rfa.org/english/news/china/permit-03102017115213.html
http://theconversation.com/chinese-personal-shoppers-have-created-a-new-type-of-retail-store-in-australia-86844
http://theconversation.com/chinese-personal-shoppers-have-created-a-new-type-of-retail-store-in-australia-86844

