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About Asialink 
Business

Since 2013, Asialink Business has helped 
thousands of Australian organisations and 
professionals seize opportunities in Asia.

As Australia’s National Centre for Asia 
Capability, we equip leaders, entrepreneurs 
and employees with the insights, capabilities 
and connections to succeed across Asia. 
Asialink Business offers commercially 
focussed solutions. We enable organisations 
to optimise their business with Asia by 
providing customised country, market and 
industry specific support. 

Asialink Business is supported by the 
Department of Industry, Science and 
Resources. It is part of the Asialink Group 
hosted by the University of Melbourne. 

To start a conversation about how we can 
help unlock Asia opportunities for your 
business, please get in touch.
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Foreword

The shifting dynamics of Australia’s relations with 
China are well known. China is our largest trading 
partner and the biggest consumer market in the world. 
It will be a crucial market for Australia for decades to 
come. In recent years, negative developments arising 
from political challenges, trade disputes, and security 
concerns have soaked up much of the attention paid 
to the Australia-China relationship. Trade analysis and 
reporting frequently focus on key commodity sectors 
and how some of Australia’s largest companies have 
navigated this complex landscape. 

Flying beneath the radar is the experience of 
Australian small and medium enterprises (SMEs) 
selling goods to China that continue to succeed 
despite the turbulent backdrop. SME success in 
China is important for the Australian economy. SMEs 
are the largest employer in Australia, they account 
for more than half of our country’s GDP, and 88 per 
cent of Australian exporters are SMEs. As the engine 
room of the Australian economy, SMEs are pivotal to 
job creation and people’s livelihoods and therefore 
need to be as Asia-capable as big business. They also 
often do it tough, frequently without the access and 
resources of big business to manage the risks of doing 
business overseas. 

This report shines a light on Australian SMEs selling 
goods into China that are taking innovative approaches 
to navigating and succeeding in the market. It 
highlights how they are adapting their strategies and 
operating models in the face of rapidly evolving market 
and consumer trends. Many of them are using creative 
and targeted marketing strategies to win their corner 
of the market.

This is not your typical report presenting a high-level 
or generic overview. It provides revealing, honest, and 
first-hand accounts of Australian SMEs doing business 
with China. It captures their hard-won experience and 
provides an indispensable guide that can benefit the 
broader business community and governments willing 
to explore new ways to help SMEs succeed in China.

Leigh Howard 
CEO, Asialink Business
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Executive summary

Doing business in China has changed significantly in 
recent years. The experience of Australian small and 
medium enterprises (SMEs) provides new insights into 
how to succeed in the market in the face of increasing 
challenges and competition.

Despite challenges, the opportunities for Australian 
SMEs selling goods to China cannot be ignored. China 
is the world’s largest and most dynamic consumer 
market. It leads the way in logistics and e-commerce 
innovation, and this will only accelerate. By 2030, 
China is expected to have around 400 million upper- 
middle and higher-income households seeking access 
to high-quality products and services.

The operating environment for Australian businesses 
in China has changed irrevocably in recent years. 
Geopolitical tensions have cast a shadow over 
commercial opportunities. Punitive trade measures 
introduced by China against several key Australian 
commodities rightly alarmed many in the business 
community. In addition, strict COVID-19 policy settings 
could continue to limit market visits, impact supply 
chains and rattle consumer confidence.

In addition to geopolitics and COVID-19, the 
competitive landscape has also changed. Changes 
in consumer preferences, e-commerce, distribution, 
and digital marketing are reshaping the market. 
Local brands are gaining prominence thanks to rising 
nationalism, improved product quality and responsive 
marketing. 

In the face of these challenges, savvy Australian SMEs 
continue to succeed in China. Larger businesses 
often have more resources at their disposal such 
as corporate affairs teams, in-country presence, 
consultants, and connections to government. Without 
these resources, SMEs need to take innovative 
approaches to navigate these challenges. 

We believe it’s worth shining a spotlight on the 
experience of SMEs so that other businesses can 
apply the lessons, in China and further afield. Through 
in-depth interviews with 11 Australian SMEs – across 
fashion, wellness, consumer products, food and 
beverage – plus with experts on the Chinese market, 
we have built a picture of success factors in this 
rapidly evolving operating environment. 

Our findings dispel several myths about how SMEs 
approach the Chinese market. They no longer rely on 
traditional approaches to doing business which are 
rapidly becoming outdated. They are sophisticated in 
how they weigh risk and reward and make strategic 
decisions about the importance of China in their 
international portfolio. For some, China is no longer a 
priority while others are in a planning phase as they 
anticipate improved operating conditions. 

The findings of this report provide the new rules for 
Australian SMEs to achieve success in China.

1. Assess risk and reward: SMEs need to 
balance market opportunities against 
geopolitical, supply chain, competition, 
regulatory, COVID-19 and other risks. They 
should also consider multiple risk scenarios.

2. Customise your offering: SMEs can succeed 
if they have a well-developed and localised 
offering that plays to a clear niche in the 
market. 

3. Find an invested partner: Choice of partner 
is more critical than ever – success depends 
on both parties being invested. SMEs should 
choose partners who are willing to take on risk 
and are across prospective sales channels and 
geographies. Some SMEs may need to jettison 
their legacy partner to stay competitive.

4. Develop a deliberate channel strategy: 
Selling through every available channel – 
physical, e-commerce, social commerce, 
daigou – is a race to the bottom. SMEs 
must be clear about their target segment, 
competitors, and price positioning and build a 
channel strategy from there. 

5. Build a creative, data-driven marketing 
strategy: To compete in China, marketing 
needs to be creative, data-driven and 
responsive to new consumer trends and 
emerging channels. Businesses can engage 
marketing firms, a distributor, local teams 
with in-house marketing skills or talented 
Chinese Australians with a close connection 
to the China market to develop and execute 
this strategy.
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About this report

We interviewed representatives from 11 Australian 
Small and Medium Enterprises (SMEs) exporting 
consumer goods and food products to China. For 
the purposes of this study, we have defined SMEs as 
companies with circa 500 employees or less.

We acknowledge the insights and support of the 
following representatives from the SMEs interviewed:

G&M Cosmetics (Zvonko Jordanov, Founder and 
Managing Director) is an organic skincare company 
that has been exporting to China since 1998.

Ego Pharmaceuticals (Upendra Navaratne, Asia 
Business Manager) is an Australian-owned skincare 
company exporting to Asia since the 1970s and to 
China since 2017.

Aromababy (Catherine Cervasio, Founder) is a natural 
and organic baby and maternal skincare company that 
has been exporting to China since 2007.

Vita Life Sciences (Andrew O’Keefe, Managing Director 
and Shaun Rutherford, Global Sales Director) is a 
pharmaceuticals and healthcare company. Its Herbs of 
Gold and VitaHealth brands are sold in China.

Pipan Foods (Phillip Gomizel, Managing Director) is 
a baby and child nutrition products company that 
started exporting to China in 2018.

Meluka Australia (Ben Rohr, CEO) is a food and 
beverage company that makes tea tree and honey-
based products. It received its first shipment order 
from a leading Chinese distributor in mid-2020.

Reid Fruits (Tony Coad, Manager Marketing and Sales) 
is one of Australia’s largest cherry producers, exporting 
to over 20 countries globally. It has been exporting to 
China since 2008.

Tamborine Mountain Distillery (Shumei Hou, 
Managing Director) is an award-winning boutique 
liqueur and spirits manufacturer that has been 
exporting to China since 2019.

Remedy Drinks (Gary Cobbledick, Director) is a 
beverage company, that exports its kombucha to 12 
markets globally. It expanded into China in 2020.

Cizzy Bridal (Imen Chow, International Relationship 
Manager) is a Perth-based bridal gown company with 
six unique labels. It has been exporting to China since 
2016.

Ozlana (Bella McLeod, Global branding, and senior 
designer) is an Australian fashion company that set up 
a pop-up store in Beijing in 2021 and has remained in 
the market.

We also consulted subject matter experts from 
Alibaba Group (Pier Smulders, General Manager 
New Zealand, and Australia) and RooLife Group 
(Jonathan Cox, CEO) to obtain a deep understanding 
of e-commerce platforms and marketing and brand 
perspectives on doing business in China.

This report is further informed by our in-house 
expertise on China, and deep engagement with 
hundreds of businesses exploring the market over the 
past decade. 

All views in this report are those of Asialink 
Business alone; they have not been endorsed 
by interviewed SMEs.
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A more 
challenging 
market

Key points

• China has become a more 
complex market with increased 
geopolitical and operational 
risks combined with heightened 
competition and rapidly changing 
consumer preferences 

• SMEs need to determine the 
appropriate balance of risk 
and reward for their business 
and regularly assess risks as 
conditions change 

• Despite their limited resources 
and connections, SMEs are 
thinking carefully about the 
challenges and developing 
strategies to leverage 
opportunities and mitigate risks
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Large opportunities co-exist 
with increased risk

China’s accession to the World Trade Organisation in 
2001 marked the beginning of a sustained boom for 
Australian businesses, capitalising on demand for 
foreign products and services from the country’s large 
and increasingly wealthy consumer base. With over 160 
cities with a population of more than 1 million people, 
no other market rivals China’s sheer size and scale. 

In recent years, tense Australia-China diplomatic 
relations, increased competition, and a difficult 
operating environment have created challenges for 
Australian businesses. As these challenges reshape 
the risk-reward outlook, businesses must determine 
their risk appetite and be prepared to adapt to 
changing market conditions to minimise exposure and 
capitalise on opportunities.

Political risks associated 
with doing business in China

In recent years, businesses have lived through 
the consequences of the deteriorating Australia-
China political relationship. China’s imposition 
of punitive trade measures, including but not 
limited to barley, bottled wine, rock lobster, 
meat and log exports, has added to business 
uncertainty. While public discourse has improved 
recently, fundamental differences persist and could 
further deteriorate political ties. Other geopolitical 
issues and the Chinese government’s relevant policy 
and regulatory settings also cannot be ignored and 
should be factored into business decision-making.

Most SMEs interviewed for this report experienced 
no or little impact from tense bilateral relations, 
and many noted that Chinese consumers still value 
quality Australian goods. However, China’s unilateral 
trade restrictions have shown the ease and speed 
with which it can leverage a series of tools that affect 
businesses. Businesses need to conduct regular risk 
assessments to ensure they are comfortable with 
their short- and long-term risk exposure in this more 
uncertain environment. 

We were slower to enter China 
compared to other markets 
because of the bilateral tensions 
but our biggest barrier was that 
we were less familiar with Chinese 
language, culture, and the channel 
ecosystem. So far, China has 
been a satisfying market and the 
geopolitical situation has not 
affected our business. 
– Gary Cobbledick, Remedy Drinks

Most Chinese consumers are not 
aware of the bilateral tensions 
between Australia-China. There is 
still demand for quality Australian 
products. 
– Ben Rohr, Meluka Australia

Businesses are navigating 
a challenging operating 
environment 

China’s zero-COVID policy has presented significant 
challenges for Australian businesses. It has limited 
China’s manufacturing and logistics capacity, 
contributing to supply chokepoints and delaying 
the production of goods. Border closures, testing, 
and quarantine requirements have also increased 
delays. Meanwhile, city-wide lockdowns have affected 
consumer confidence, impacting sales for some 
businesses. The SMEs interviewed for this report 
expect that supply chain disruptions will continue until 
at least mid-2023. 

China’s strict zero-COVID policy 
has also resulted in more 
challenging customs inspections 
and increased product testing 
requirements. This increases risk 
of delays, and in some cases, lost 
shipments. 
– Tony Coad, Reid Fruits
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Although quarantine requirements have decreased 
from a high of 14-21 days to “seven plus three”, the 
strict travel restrictions on international arrivals to 
limit the spread of COVID-19 has also put a stop to 
in-market visits. This has forced SMEs to rethink how 
they build and maintain relationships with Chinese 
partners and customers. 

Travel to China has been essential 
to develop partnerships and show 
that we are serious about the 
market. But we are now investing 
time reaching out to our Chinese 
contacts and building these 
relationships over Zoom. 
– Catherine Cervasio, Aromababy

Rising shipping costs are another major concern, 
especially for products that are not price elastic. 
On average, international container shipping rates 
have increased four to five-fold from their 2019 
levels.1 Shipping costs along with other inflationary 
pressures on Australian material and labour costs 
are being passed onto the consumer, impacting the 
competitiveness of Australian brands. Tamborine 
Mountain Distillery’s Shumei Hou commented that 
their business is considering relocating production of 
its distinctive bottles from China to Australia to reduce 
shipping costs.

Shipping is the foremost challenge. 
High shipping costs burn through 
cash, so businesses should avoid 
expanding offshore this year if 
cashflow is a challenge. They are 
better to wait it out until prices 
recover and find a vested partner 
who is willing to take on some of 
the shipping and storage risks. 
– Ben Rohr, Meluka Australia

Navigating China’s evolving regulations, registration, 
licensing and permit systems is another challenge 
for SMEs. Some consumer goods categories such as 
personal care, see frequent updates to regulations. 
This makes compliance a time-intensive and costly 
process, but as G&M Cosmetics’ Founder and 
Managing Director emphasised, a necessary one.

It is critical to invest resources into 
regulatory compliance. G&M has 
never had any issues at customs 
because we have gone the extra 
mile to ensure compliance with 
changing regulations. 
– Zvonko Jordanov, G&M Cosmetics

Austrade and state government trade bodies, along 
with private sector advisory and legal firms can help 
businesses understand China’s complex regulatory 
environment and provide legal advice on changing 
regulations. 

Although China has made substantial progress 
in improving its intellectual property protection 
framework, intellectual property infringement remains 
a challenge, with counterfeit and copycat products 
affecting sales. SMEs recognise this risk and are taking 
steps to protect their intellectual property before 
entering the market. As a first step, trademarking both 
English and Chinese names is essential. Australian 
SMEs can seek advice from IP Australia’s designated 
representative in China to help them navigate China’s 
intellectual property system.

Businesses need to register their IP 
before entering the market, including 
domain names, WeChat official 
names, social media handles. 
– Catherine Cervasio, Aromababy

Counterfeiting has been a significant issue for 
premium Tasmanian cherry grower Reid Fruits. 
Counterfeiters in China would copy the brand’s cherry 
boxes, fill them with low-quality fruit and undercut 
Reid Fruit prices in the market. This was eroding sales 
and creating a serious risk of brand damage. Reid 
Fruits tried many strategies to navigate this challenge.
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Over the years, we tried various 
things to counter counterfeits. 
For example, we used fancier 
more premium packaging with 
foiling and embossing on the 
packaging. We used printed liner 
bags, watermarked based boxes, 
included cards with QR codes that 
linked to our website to verify 
products and put new stickers 
on each box that would change 
each season. But despite this, 
within a week of a new season, 
counterfeiters had taken digital 
images of the boxes and copied 
these changes, even creating a 
fake readfruits.com.cn website 
for the QR code. 
– Tony Coad, Reid Fruits

Reid Fruits decided a more sophisticated solution 
was needed. It partnered with brand authentication 
company LAAVA, which developed a Smart Fingerprint 
solution applied to Reid Fruits cherry boxes. This 
Fingerprint is like a QR code but can only be read 
through LAAVA’s system, making it more secure than 
a regular QR code and difficult to copy.

Our goal is to stay ahead of 
the counterfeiters and to make 
ourselves a hard target. 
– Tony Coad, Reid Fruits

As a result of applying this technology as well as 
partnering with Western Australian provenance testing 
company, Source Certain, Reid Fruits eliminated all 
known instances of counterfeiting in 2021. From having 
thousands of counterfeit cases to only three recorded 
by LAAVA’s system in 2020-21 and none in 2021-22, 
it appears the technology has helped Reid Fruits to 
manage this challenge.
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The rise of local brands is 
increasing competition

Many businesses that entered China in the days of 
double-digit GDP growth saw substantial profits and 
robust growth even with minimal investment and a 
simple business model. But China has changed. It has 
become a mature market with increased competition 
from local players. Chinese consumers are increasingly 
sophisticated with higher expectations of brands.

A nationwide trend to embrace domestic brands, 
dubbed “Guochao” has gained momentum throughout 
the pandemic on the back of rising nationalism. 
The trend has been enabled by improved quality, 
safety, and innovation of domestically produced 
goods coupled with local brands’ consumer focused 
marketing strategies that are often more aligned with 
the latest trends and channels than Australian brands.

In this competitive market, businesses can no longer 
solely rely on their reputation as a foreign brand to 
attract consumers. They need other selling points 
such as the uniqueness and quality of their product 
or service, relationships with customers, ability to 
innovate, and unique brand narrative to drive sales. 

Offering unique products and services tailored to 
consumers’ changing preferences is essential to stand 
out in this crowded market. Businesses that tailor their 
marketing content to Chinese consumer preferences 
are also more likely to succeed. Whilst going the extra 
mile to keep current in China is an investment, the 
benefits of localising products and marketing can 
generate substantial revenue for SMEs.

Unlike in Australia, livestreaming 
is very popular in China. We have 
used livestreaming events to 
market our brand and drive sales. 
– Bella Mcleod, Ozlana
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SMEs are adopting different 
approaches

Whilst succeeding in China has always been 
challenging, geopolitical and other uncertainties 
have increased risks for foreign businesses. The SMEs 
interviewed for this report are aware of the risks of 
doing business in this market, but each responded 
differently based on their industry, size, investment, 
and risk appetite. Some SMEs have gone into a self-
preservation mode, limiting, or pausing their China 
business and refocusing on Australia or other markets, 
others have chosen to maintain or expand presence 
into the market.

Many companies are not looking at 
China now. They see it as a more 
troublesome market, given the risk 
that it could close overnight and if 
the Ukraine-Russia war or tensions 
across Taiwan Straits escalate, 
business will be impacted. 
However, I think there is a real 
opportunity for Australian SMEs 
who are not on any banned lists to 
establish a market in China. The 
consumer demand is there. 
– Ben Rohr, Meluka Australia

All the SMEs interviewed emphasised the importance 
of conducting market and risk assessments before 
expanding into China. Some, such as Vita Life 
Sciences, said they had consulted with industry bodies 
to better understand the environment.

Just because the scale of sales 
is so much bigger in China than 
Australia doesn’t mean you can 
grab the Chinese market overnight. 
Careful planning and consideration 
are important. 
– Upendra Navartne, Ego Pharmaceuticals

Other SMEs, such as Pipan Foods and Meluka 
Australia, stressed the importance of choosing the 
right partners who are invested in the business and 
willing to share risks. Attending trade shows, using 
government’s resources and connections is a good 
way to find ideal partners. 

Choosing the right partners is very 
important. We needed to make 
sure we were partnering with like-
minded individuals who had good 
aspirations for the brand, were 
clearly able to demonstrate what 
was and wasn’t feasible and were 
transparent. We have good visibility 
into their stock and forecasting 
which is critical because you can 
get high volatility in the market 
and things can turn pear shaped 
very quickly. 
– Andrew O’Keefe, Vita Life Sciences

Cherry producer, Reid Fruits explained that they 
manage risk in China by having a strong diversification 
strategy and limiting sales into the market.

We have been exporting to China 
for over a decade. China is our 
largest market, representing 
around a third of our total sales 
until COVID-19. Even though there 
is unmet demand in China which 
we could service, we have never 
let China become too dominant, 
limiting our China sales to around 
30 per cent of our total business. 
This is because diversification 
in sales makes sense for our 
business. We try to export to 
around 15-17 different countries 
each year. 
– Tony Coad, Reid Fruits

Many SMEs also encouraged other businesses to use 
the wide range of services offered the Australian Trade 
and Investment Commission – Austrade – who can 
link Australian businesses to export opportunities, new 
partners and provide market and industry insights, 
making it easier for businesses to expand into China. 
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Focus on: 
Health 
supplements
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The longstanding reputation for safe, high-quality 
products has driven strong demand for Australian 
health supplements globally over the past decade – 
and nowhere more so than in China. As Asia’s largest 
health supplement market and the second largest 
globally after the US, China continues to be the go-
to market for Australian brands looking to expand 
internationally.

Now estimated to be worth AUD 39.6 billion, the 
Chinese supplements market is roughly two-thirds the 
size of the US’.2 With a 2016-2021 CAGR nearly double 
that of the US, China is expected to take the number 
one spot within a decade.3 

From the perspective of Australian health supplement 
businesses, the China trend is well-established. After 
all, exports to China have grown at an average annual 
rate of 50 per cent over the past decade, from AUD 
8.1 million in 2011 to AUD 929 million in 2020.4 What’s 
more, each year since the introduction of the China-
Australia Free Trade Agreement in late 2015, over 50 
per cent of Australia’s health supplement exports have 
been destined for Chinese ports.5 

Australian-owned Blackmores and Australian-
headquartered Swisse have long been the darlings 
of the Chinese market, but smaller operations like 
Sydney’s Bio Island and Nature’s Care maintain 
significant market share. Vita Life Sciences is another 
Australian vitamin and health supplements company 
that has seen considerable success in China, with 8 
million sales worth AUD 60 million in 2021.

We had all the brand attributes 
the Chinese consumer was looking 
for—manufactured in Australia and 
New Zealand, a high quality, high 
strength product, reasonable brand 
recognition in the home market 
and a history of over thirty years 
in the market. 
– Andrew O’Keefe, Vita Life Sciences

Coalescing trends in China are proving advantageous 
for Australian exports: economic development 
is increasing capacity for discretionary spending; 
demographic trends are heightening health awareness 
among elderly consumers; COVID-19 has increased 
health awareness and interest in sports and fitness 
activities among all consumers and the rise of 
e-commerce has made it easier to purchase health 
related products. Chinese consumers continue to 
embrace the international health supplement market, 
with total imports growing 21 per cent year-on-year in 
2020 to reach AUD 6 billion. 

Due to regulatory changes, e-commerce is now 
the only channel that foreign health supplement 
companies can sell through in China. The daigou 
channel is unlikely to return to its previous heights due 
to the pandemic but Australian businesses have seen 
increased sales through e-commerce channels like 
Tmall, Koala, JD, and VIP. Although it should be noted 
that there can be high costs to establishing a presence 
on these channels.

While the economic slowdown in China will have 
implications for a range of sectors, the health 
supplement market is forecast to grow steadily over 
the coming decade. With a long history of successful 
engagement with the Chinese market and increasingly 
novel uses of unique Australian ingredients, Australian 
health supplement brands are ideally placed to cater 
for the growing demand.
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The Chinese 
consumer in 2022

Key points

• The market is more 
competitive, fast-moving, 
and consumer-centric

• Businesses with a clearly 
differentiated and personalised 
product offering and compelling 
brand story are well positioned to 
succeed in China 

• While staying true to their DNA, 
SMEs must respond quickly to 
changing consumer and market 
trends or risk losing market share 
to fast-moving local brands

• Channel partner consumer 
data and in-market expertise 
from local teams and partners 
will help SMEs develop a 
detailed understanding of their 
consumer’s changing needs
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A dynamic consumer market

China is one of the world’s largest, most dynamic, and 
competitive consumer markets.6 It is expected to be 
home to around 400 million upper-middle and higher 
incomed households by 2030, roughly the same as 
Europe and the United States combined.7 

A market for imported consumer goods first began to 
take off two decades ago as the disposable income in 
wealthier eastern cities rose. A ‘wild west’ environment 
prevailed where foreign brands willing to enter China 
could pioneer new markets with modest investment 
and little challenge. The China Australia Free Trade 
Agreement which entered into force in 2015 also 
expanded opportunities to export to China. Businesses 
can access the Australian Government Department 
of Foreign Affairs and Trade’s Free Trade Agreement 
Portal to see how they can better take advantage of 
this agreement. 

Chinese consumers are now accustomed to as much 
choice as any market in the world. This dynamic has 
been accelerated by the growth of online shopping 
and turbocharged by the pandemic. 

Whilst demand for innovative Australian goods 
and services is strong, China is a more competitive 
marketplace than before. Domestic brands are 
gaining traction with Chinese consumers due to 
their improved quality, more resonant marketing, 
and rising nationalism.

Pipan Foods, which has successfully exported 
infant and child milk products, explained that a 
seemingly unassailable advantage for foreign brands 
has been steadily eroded by growing confidence in 
Chinese products. 

Phillip Gomizel explained that after a 2008 melamine 
poisoning scandal, faith in the quality and safety 
of Chinese infant formula collapsed, creating huge 
opportunities for foreign brands. But since 2017, 
domestic infant formula brand Feihe successfully 
clawed back market share after heavy investment in 
new technologies to improve the production process. 

In recent years, Feihe’s primary messaging has 
changed from safety and transparency, to being 
developed specifically for Chinese mums and babies. 
It has developed a marketing campaign centred on 
in-person parent information events. This example 
reflects a broader change in Chinese consumers’ 
perception of local brands and is something Australian 
SMEs should consider in their positioning and product 
development.

I’m confident there is still a place 
for Pipan Foods in China but the 
days of easy gains in the mid-
2010s are gone. 
– Phillip Gomizel, Pipan Foods

Growing ‘individualism’ favours 
Australian SMEs

Chinese consumers are now looking for imported 
products that are more distinctive. 

To succeed in the market, Australian SMEs 
must specialise, localise, and personalise their 
products. This requires businesses to invest time in 
understanding consumers, changing trends and the 
competitive landscape so businesses can benchmark 
their products against competitors. Businesses with 
access to consumer data will have an advantage when 
trying to personalise their offering.

Tamborine Mountain Distillery (TMD) in Queensland 
is an example of a company that has identified a 
niche and developed a unique and tailored product 
for the market. The distillery and liquor business was 
bought by Shumei Hou four years ago with the belief 
that there was a market in China for TMD’s distinctive 
premium spirits and liquors. 

TMD entered trade shows to test the market, with 
support from Trade and Investment Queensland and 
found that consumers liked their products. Whilst the 
business produces over 80 different spirits and liquor 
products, it selected 10 products for China due to their 
alignment with consumer tastes. TMD is now exporting 
regularly, with their sweeter products like limoncello 
and pink gin popular among female consumers 
and stronger spirits like vodka and spiced gold rum 
popular with male consumers. 
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Australian SMEs must adapt 
to remain competitive

Increased competition and evolving consumer 
preferences mean Australian brands will need to 
work harder to win in China. Those who continue 
with a business-as-usual approach risk losing market 
share to local brands who are quicker to understand 
changing trends and consumer preferences. Whilst 
adapting is vital to succeed in the market, it is 
important that brands remain rooted to their DNA 
to ensure that they don’t lose substance and appear 
flippant to ever-more discerning consumers.

G&M Cosmetics is one SME that has been agile in 
adapting to the market since it started exporting to 
China in 1998. Initially, the company sold high quality 
face creams in large containers at mass market 
prices through daigou channels and word of mouth. 
However by 2010, G&M Cosmetics’ founder Zvonko 
Jordanov recognised that to succeed in a more 
competitive market, the company needed to adapt 
to more specialised products. They established a 
representative office in Guangzhou to deal directly 
with distributors and through on the ground research 
identified an opportunity to sell certified natural, 
vegan papaya products. G&M’s papaya lip balm is now 
popular in China.

The market is now so mature that 
you need to continuously upgrade 
packaging and design to be 
interesting to consumers. 
– Zvonko Jordanov, G&M Cosmetics

Data and local expertise help 
SMEs get closer to the consumer

Being able to respond quickly and develop specialised 
products is vital for SME success, but it relies on 
having good information about consumers. 

One way SMEs can do this is to draw on e-commerce 
platform data. This data is increasingly sophisticated 
at capturing consumer browsing and purchasing 
information, providing brands with a more 
comprehensive view of the customer’s shopping 
journey and preferences.

Platforms like Tmall allow you to 
test different marketing strategies 
by collecting consumer feedback. 
Chinese customers are very, very 
engaged. They do their research, 
and they give you feedback. 
– Pier Smulders, Alibaba
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Another way to keep abreast of changing consumer 
preferences is to draw on the expertise and knowledge 
of local teams or partners. Some SMEs, such as 
Tamborine Mountain Distillery and G&M Cosmetics 
have established local offices in China with Chinese 
staff responsible for marketing, branding, and ensuring 
the smooth operation of the China business. Others 
like Ego Pharmaceuticals have a dedicated China team 
based in Melbourne, with Chinese staff managing their 
China business operations.

Chinese shopping and media 
dynamics change rapidly so having 
your own China focused team who 
stay on top of these trends gives 
you a competitive edge in the 
market. 
– Upendra Navaratne, Ego Pharmaceuticals

Whilst many SMEs have excellent export capabilities, 
they lack the resources to set up offices in China or 
invest in staff with mandarin language capabilities 
or a deep understanding of Chinese consumers or 
the China market. SMEs in this situation like Remedy 
Drinks and Reid Fruits are using in-market partners 
to fill this gap.

We have partnered with market 
specialists RooLife whose China 
based team know the market and 
understand consumers. They have 
helped us respond to increased 
consumer feedback, questions 
and understanding changing 
preferences. 
– Tony Coad, Reid Fruits

Others have drawn upon Austrade’s consumer and 
market insights and advice or collected feedback 
from Chinese communities living in Australia to test 
whether their product is likely to be suitable for the 
China market.
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Focus on: 
Food and 
beverage
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China’s market reforms, burgeoning middle-class 
and recent turn towards domestic, consumption-led 
growth have created a wealth of opportunity for the 
Australian food and beverage (F&B) industry. 

Aided by the China-Australia Free Trade Agreement 
and the elimination of nearly all tariffs on Australian 
goods, total F&B exports grew from AUD 2 billion 
in 2011 to over AUD 10 billion in 2020.8 Year-on-year 
increases in F&B exports – both value and volume – 
have been the norm over the past decade, highlighting 
China’s resilience as an export destination despite 
intermittent trade disruptions, fierce international 
competition and the impacts of the global pandemic.

Demand for Australian F&B is forecast to grow in 
line with China’s increasing consumer spending. 
Household consumption now accounts for 38 per 
cent of GDP and is projected to grow significantly 
over coming decades.9 If China were to near or match 
the consumption expenditure rates of the US (67 
per cent of GDP), Australia (52 per cent), and other 
industrialised economies, demand for high-quality 
Australian F&B exports will steadily climb.10 Indeed, 
spending on food and beverage remains strong 
despite China’s current economic slowdown and 
decline in retail sales, recording positive year-on-year 
growth of 10 and 6 per cent, respectively in April.11

The sustained presence of Australian brands– as well 
as more recent success stories like Colac’s Bulla Dairy 
Foods12 and Melbourne’s Carman’s13 – is testament 
to the ongoing appeal of the market. Despite the 
recent imposition of punitive trade measures on 
several products, Australian businesses have persisted 
because of the market size and projected growth. 
Indeed, with a CAGR of 12 per cent over the previous 
ten years, the value of total imported F&B to China is 
forecast to double from AUD 275 billion in 2021 to AUD 
550 billion in 2027.

Reid Fruits is one brand that has seen continuing 
growth in cherry sales in the Chinese market, which 
it attributes to continued investment in marketing 
and new authentication technologies that have 
reduced counterfeiting. 

Chinese consumers are really 
interested in the provenance of 
food and knowing more of the story 
of where it came from. The story 
of Reid Fruits, a sixth-generation 
Tasmanian family business, has 
always been part of our branding, 
and this is a good story to tell 
in China.
– Tony Coad, Reid Fruits

Competition for market share has been and will 
remain intense, particularly from the US, Brazil, and 
New Zealand. In the face of increased competition, 
Australian businesses need strong product 
differentiation that highlights Australia’s reputation 
for high-quality products. 

Spirits and liquor manufacturer Tamborine Mountain 
Distillery (2019) and kombucha producer Remedy 
Drinks (2020) are recent entrants to the market. 
Their expansion is in response to younger, wealthier 
consumers growing preference for safe, healthy, eco-
friendly, and distinct imported products, particularly 
in response to COVID-19. Companies such as Meluka 
Australia have emphasised the importance of 
presenting China’s sophisticated consumers with a 
distinct offering. For example, a fermented probiotic 
drink that is good for gut health is likely to see more 
success in a crowded market than a pure honey 
product. But brands with unique product offerings 
may also need to invest in consumer education to 
ensure consumers trust the product and understand 
its positive qualities.

Despite the competitiveness of the market, Australian 
brands are still performing well. From fresh fruit and 
beef to dairy and groceries, Australian businesses have 
a history of successfully navigating the diversity and 
complexity of the Chinese market through a decade of 
unprecedented export growth. 
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Distribution 
strategies

Key points

• SMEs need to develop nuanced 
channel strategies to target the 
right consumers while retaining 
control over brand and price 
positioning

• Building strong partnerships with 
invested distributors will deliver 
sustainable growth and help 
mitigate risk 

• New e-commerce products are 
making it easier for SMEs to test 
the market
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Over the past decade, many Australian businesses 
used daigou channels to enter the market, but 
COVID-19, new regulations and the rise of e-commerce 
has upended the retail environment. E-commerce 
channels are dominant and online-to-offline retail 
and social commerce are also booming. In a crowded 
marketplace, SMEs need to carefully choose 
channels that best serve their interests. Partnering 
with an invested distributor can help SMEs break 
through competitive e-commerce marketplaces and 
enable them to pivot channels easier as consumer 
behaviour shifts, or channel return on investment 
becomes unsustainable.

From daigou to Tmall

In the 2000s and 2010s, many Australian consumer 
goods businesses had their first exposure to the China 
market through ‘daigou’ channels. A daigou (Chinese for 
“surrogate shopper”) is an individual or organisation that 
visits a market to buy goods and carries them back. 

When we started the business, 
we targeted daigous who were in 
Australia. It could be students or 
mums and dads buying products 
from Australian pharmacies 
and supermarkets who then 
posted them directly to their 
friends and relatives in China. 
Daigous were a kind of extended 
brand ambassador who could 
communicate brand messages to 
friends and relatives in China. 
– Upendra Navaratne, Ego Pharmaceuticals

The rise of Taobao – a cross-border e-commerce 
site - and Wechat in the 2010s facilitated this informal 
cross-border commerce. Proximity and a growing 
number of flight connections meant pharmacies 
and food retailers in Australia and New Zealand were 
popular destinations for daigous, who built business 
relationships with suppliers over time.

Cross-border trade became more sophisticated as 
e-commerce platforms rapidly evolved. Following 
the success of Taobao, which allowed consumers to 
trade with each other, Alibaba developed Tmall for 
businesses to sell directly to consumers through a 
more trustworthy medium. JD and others followed. 

Much of the daigou traders migrated from consumer-
to-consumer platforms like Taobao to online 
storefronts on the new platforms to resell their 
purchases. Development of cross-border e-commerce 
regulation also encouraged vendors to export to 
bonded warehouses in China to manage cross-border 
trade more efficiently and ensure speedier and more 
reliable delivery to consumers. The B2C platforms also 
developed services to partner with foreign vendors 
such as Tmall Global. 

The daigou model runs 
into problems

In the mid-2010s many Australian companies grew 
their sales to China through the daigou trade. However, 
over the past five years, companies that became 
reliant on daigous became a victim of fluctuations 
in demand and intensifying competition. In addition, 
maintaining consistent branding, messaging, and 
pricing presented numerous challenges.

The problem of supply chain visibility also came 
to the fore. Companies would sell products to 
pharmacies or supermarkets, who then sold them 
onto small, medium, and large daigous who would 
sell them to on-sellers. With multiple middlemen 
involved in the daigou model, businesses lost sight of 
their end consumer and demand forecasting became 
a challenge. 

Businesses were unable to 
understand true consumer demand 
as they didn’t have any consumer 
data. They were removed from the 
consumer by four or five layers. 
As a result, they couldn’t forecast 
accurately and would end up 
over-ordering. 
– Shaun Rutherford, Vita Life Sciences

To remedy this, many businesses decided to go direct 
to consumers via e-commerce platforms. 
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For many businesses there was a 
conflict between the daigou and 
e-commerce channels. Inventory 
was building-up in unsophisticated 
daigou channels which was eroding 
margins on the same branded 
products sold at premium prices 
on e-commerce channels. Brand 
damage risk was also high. 
– Shaun Rutherford, Vita Life Sciences

A nuanced channel strategy 
is essential

Due to limited resources and the high upfront 
investment to establish a presence on e-commerce 
platforms, most SMEs cannot compete on every 
available sales channel. Businesses need to 
understand China’s channel ecosystem and develop 
a nuanced channel strategy that aligns with their 
target consumer’s behaviour. This will help businesses 
avoid sacrificing margin due to channel conflict or 
undermining their brand reputation.

Vita Life Sciences is one SME that put in place a clear 
channel strategy enabling them to see sustainable 
profits in the market.

Having a channel and pricing 
strategy enabled us to maintain a 
premium price positioning, avoid 
margin erosion due to multiple 
customers, distributors, channel 
conflicts and to send our brand 
messaging out in a controlled 
manner though one distributor. 
– Shaun Rutherford, Vita Life sciences

Ego Pharmaceuticals is another business with a clear 
channel strategy. It staged its entrance onto different 
channels, starting with daigou trade and e-commerce 
platforms. In the last two years it has used Douyin 
(Chinese TikTok), first as a customer engagement tool 
and later to establish a flagship store on the channel. 
The business hopes to expand to bricks and mortar 
stores in the future, although Upendra Navaratne 
noted that expansion into physical retail will require 
careful planning and selection of a distributor who 
understands the geographic diversity of the market.

Gaining a foothold via 
e-commerce is getting easier

The experiences of many companies show that 
considerable investment is needed to gain a foothold 
in the market. However, the evolution of e-commerce 
channels is making testing and researching the market 
easier and cheaper. 

Chinese e-commerce platforms such as Tmall 
and JD.com carry much more detailed product 
information, including sales information, than global 
platforms like Amazon. With the support of Chinese-
language proficient staff or contractors, SMEs can 
use this publicly available data to undertake market 
research. As well as identifying price points relative to 
their existing competition in the market, SMEs can use 
freely available competitor data to understand channel 
and marketing strategies used by competitors, as well 
as identify potential distributors or partners.

Testing the market through e-commerce channels 
has also become easier and cheaper as e-commerce 
providers seek to meet growing demand for artisanal 
products made by small producers. Alibaba, for 
instance, introduced the Import Overseas Fulfillment 
Service in 2021. This allows SMEs to establish an 
e-commerce presence without committing to the 
expense of warehousing product in cross-border 
e-commerce facilities in China. The scheme works on 
a commission basis, dramatically reducing up-front 
costs for SMEs.

You can’t get exposure on any 
platforms without some spend. 
What you can do is test. Some 
markets are very hard to get into, 
China at least is very easy with the 
cross-border channel. 
– Ben Rohr, Meluka Australia
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Partnering can lead 
to sustained growth

Many SMEs that we spoke to have found success 
through partnering with an invested distributor in 
China. Distributors can help businesses navigate a 
complex and rapidly evolving channel ecosystem and 
some can manage their sales, brand, and marketing. 

Thorough due diligence is essential when choosing a 
distributor. Businesses can reach out to Austrade to 
help them identify a list of appropriate distributors.

Several SMEs emphasised the importance of choosing 
a partner with skin in the game. For example, a 
distributor who is willing to take on risks such as 
shipping costs and storage.

When you’re going into a market, if 
you can get a vested partner who 
is willing to invest in you and your 
product this will be much better 
because they won’t walk away when 
things get tough. The problem 
with the cross-border channels is 
that there are too many partners 
out there that want businesses to 
take all the risk and so as soon 
as something else shiny in your 
category comes along or as soon 
as things get hard, they will drop 
you and they have taken no risk. 
– Ben Rohr, Meluka Australia

When negotiating with distributors, businesses should 
request any promised sales targets to be recorded in 
the contract as milestones. This can hold distributors 
accountable and gives businesses an opportunity to 
break a contract if the distributor is not delivering. 
SMEs should also be wary of distributor claims, 
especially from smaller operators, around having 
nationwide coverage and being experts in marketing, 
bricks and mortar and online, as this is rarely the case.
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Focus on: 
Skincare 
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China is now the second largest skincare market in the 
world after the United States. Revenue from skincare 
sales reached AUD 60.9 billion in 2021 and is projected 
to grow to AUD 88.2 billion by 2026.14 Reflecting the 
increased purchasing power and discretionary spending 
habits of Chinese consumers, demand for high-quality 
foreign skincare products continues to grow. 

Australia’s skincare exports to China grew substantially 
from AUD 4.8 million in 2010 to AUD 113 million in 2020 
thanks to surging consumption and the elimination 
of tariffs on Australian skincare products from 2019 
under the China-Australia Free Trade Agreement. In 
2020, Australian skincare exports to China represented 
over 20 per cent of Australia’s global skincare exports.15

Preferences amongst Chinese consumers for natural 
products with added functionality have benefited 
Australian brands with a reputation for high-quality 
ingredients. Environmental factors like prolonged 
heat waves and improving air quality which exposes 
more UV rays are driving demand for hydrating and 
protective products. Coupled with the heightened 
awareness of health issues brought about by 
the COVID-19 pandemic, Chinese consumers are 
increasingly aware of the potential benefits of topical 
products, particularly those containing vitamin C 
and retinol.

Australian brands like G&M Cosmetics have had a 
sustained and successful presence in the Chinese 
market for many years, capitalising on consumer 
interest in Australian natural ingredients like Kakadu 
Plum, Manuka Honey, and Macadamia Oil. 

We are always looking to develop 
more innovative products. As the 
market is so mature now, we need 
to do something different from 
major companies. We are always 
upgrading packaging and design 
to stay interesting to consumers. 
– Zvonko Jordanov, G&M Cosmetics

Others, such as BWX and Frank Body, are either eyeing 
or have recently entered China in response to the end 
of mandatory animal testing for cosmetic products 
in 2021. This development is likely to level the playing 
field between domestic manufacturers who have 
been exempt from the requirement since 2014 and 
international ‘clean beauty’ brands, whose distribution 
had previously been limited to cross-border 
e-commerce to avoid the animal testing regime.16 

In the wake of the ‘daigou exodus’ brought about 
by closed borders and increased regulation, access 
to China’s general trade market and domestic sales 
channels for Australian ‘clean beauty’ brands opens up 
a huge segment of the Chinese market. While China’s 
regulatory framework remains complex, the abolition 
of the mandatory animal testing requirement is a 
positive step likely to stimulate market-entry plans for 
more Australian skincare brands in coming years.17

When considering the China market, SMEs should 
look out for trends in skincare that might benefit 
their export strategy. ‘Functional’ skincare products, 
or skincare products that may contain medical 
ingredients which brighten the skin, reduce pores and 
minimise signs of aging like are growing particularly 
fast in popularity. Alibaba estimates the market in 
China for functional skin products has grown from 
AUD 3.1 billion in 2014 to AUD 7.7 billion in 2021.

25Focus on: Skincare 



Marketing 
strategies

Key points

• SMEs need data-driven 
marketing strategies that are 
responsive to China’s rapidly 
changing consumer market

• While some SMEs use digital 
marketing agencies, others 
choose to keep marketing 
in-house to manage costs

• Brand narrative needs to go 
beyond just being Australian 
and align with consumers’ 
value and interests
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Set and forget marketing 
strategies will not work

China is a highly competitive marketplace with 
companies spending significant sums on digital 
marketing to acquire new customers. Consumer 
preferences evolve rapidly as does the social media 
and retail ecosystem. In this environment, Australian 
SMEs cannot afford to rely on static marketing 
strategies. They need to regularly refresh their strategy 
to keep pace with market conditions and effectively 
attract and retain customers. 

China is a very dynamic market 
compared to other markets in the 
region. Take TikTok: in 2020 it was 
pretty much a communications 
platform to engage with consumers, 
now brands can establish a flagship 
store on the platform. 
– Upendra Navaratne, Ego Pharmaceuticals

Kombucha manufacturer, Remedy Drinks uses 
a China-based digital marketing agency RooLife 
to identify new consumer trends and marketing 
opportunities. It then tests identified opportunities in 
the market and iterates its strategy accordingly. 

Our aim is to get product into 
consumers hands and iterate our 
marketing activities as we go. 
–Gary Cobbledick, Remedy Drinks 

A creative, targeted and data-
driven marketing strategy is vital

SMEs willing to invest in digital marketing have an 
increasing range of ways to target potential customers. 
Marketing functionality on e-commerce platforms is 
increasingly sophisticated and new platforms like Little 
Red Book and Douyin (Chinese TikTok) have emerged 
and evolved. But the explosion of platforms also adds 
complexity and further fragments marketing channels.

Given this complex digital ecosystem, developing a 
creative, targeted and data-driven marketing strategy 
has become more relevant than before. SMEs should 
avoid spreading their resources too thin across every 
channel and instead identify a few large and important 
growth marketing opportunities on specific channels 
most relevant to the target audience to increase sales 
and brand awareness. The choice of channels will 
depend on each business’ products, target consumer, 
maturity, and investment appetite.

Many SMEs choose an e-commerce platform for its 
utility as a marketing channel first and a sales channel 
second. This is because most consumers will search 
for products via these marketplaces even if they 
decide to purchase the product at a physical store. 
E-commerce platforms can be effective marketing 
and education channels which boost brand credibility, 
especially if the brand is not well known in the market 
and increase consumer confidence in products via 
positive reviews. However, these channels also require 
a high upfront and operating costs, which can be too 
risky for some SMEs. For instance, a security deposit 
of up to AUD 34,000 (USD 25,000) on top of an AUD 
6,800 (USD 5,000) annual service fee is required when 
establishing an online store on Tmall Global. 

Previously, selling through e-commerce meant it 
wasn’t possible to have product on the shelf for 
customers to see and touch. However, the rise of 
online to offline storefronts – display shops that allow 
customers to touch or sample a product and then 
order it online – has enabled an effective solution.

One thing we have built over the 
past couple of years is the online 
to offline channel for specialty 
mum and baby stores. Even 
though we technically can’t have 
our products on shelves because 
we work through cross-border 
e-commerce, the O2O mechanism 
enables us to have our products 
physically available in stores. It 
gives the customer the opportunity 
to go into store and touch and feel 
it and then go and order it online. 
– Upendra Navaratne, Ego Pharmaceuticals

Many SMEs stressed the importance of having goods 
in physical stores to build brand awareness and attract 
new customers.
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In my experience on the ground 
in China, if you not in stores then 
you are not serious about China. 
People will go to the store and 
have it shipped to their house. 
They go in because they want to 
touch it, feel it, trust it, and know 
that it’s an authentic Australian or 
foreign product. 
– Catherine Cervasio, Aromababy

The role of digital 
marketing agencies 

Several full-service digital marketing agencies have 
emerged to assist Australian SMEs navigate China’s 
complex landscape, help shape their brand and 
marketing strategies and develop marketing content.

SMEs that already have a foothold in the market can 
benefit from working with agencies to build brand 
awareness among target customers and to help assist 
with customer service, as consumers increasingly 
expect 24-hour customer service. Tony Coad explained 
how Reid Fruits worked with RooLife to improve 
communication with their customers around the 
implementation of new authentication technology.

To stop counterfeiting, we included 
LAAVA digital fingerprints on our 
packaging, but we needed to 
communicate how to use this tool 
with our customers. We worked with 
RooLife to get into the digital space 
through Little Red Book and WeChat 
and a couple of other platforms. 
We saw this as an opportunity to 
engage directly with customers in 
mainland China and Hong Kong. 
– Tony Coad, Reid Fruits

Marketing agencies are also able to help with social 
media strategy. They are best placed for providing 
advice on working with Key Opinion Leaders (KOLs) 
and Key Opinion Consumers (KOCs.) Working with 
KOLs and KOCs can greatly expand the reach of your 
brand. This can be costly, so it is essential that it 
builds on a targeted communications strategy. 

For example, Vita Life Sciences has engaged a 
marketing agency to build their brand awareness 
through social media channels.

We did the normal stuff around 
investing in traffic through key 
words on three or four hero SKUs 
and search engine. Our conversion 
rate was below the industry norm, 
about three times under what 
the norm in China is for vitamins 
and dietary supplements. So, for 
us know it’s about investing in 
converting. We know we are getting 
traffic, there’s interest in the brand, 
they’re reading about the brand, 
they’re going to the flagship stores 
and now it’s about investing in 
more Key Opinion Leaders. We 
did a little bit of low-level KOL 
investment and have invested in 
Key Opinion Consumers as well for 
Little Red Book. But now we have 
a strong plan to ramp that up to 
gain higher conversion. 
– Shaun Rutherford, Vita Life Sciences

When working with agencies it is useful to have clear 
metrics to ensure appropriate return on investment. 
Although SMEs should be wary that some agencies 
buy followers and engagement to give the impression 
of success. More transactional measures such as 
sales, without returns, are often stronger indicators of 
what is really resulting from marketing initiatives. 

Trends change very fast in China. 
Part of this is understanding where 
your brand is best positioned, 
having a strategy, and sticking to 
it. We chopped and changed a lot 
because we were trying to find the 
best place for our brand. At the 
start of a month, we’d say we’re 
going to spend this much and 
you’re going to see this many hits 
on your site and it’s going to direct 
you to these many sales. So, we’d 
spend that much and get a lot less 
hits than expected. 
– Phillip Gomizel, Pipan Foods
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In-house marketing is 
also popular

The availability of external expertise has enabled SMEs 
to succeed in building brand awareness in China. 
Some companies, however, choose to bring marketing 
expertise in-house. 

Having your own marketing team 
gives you a bit of an edge to 
really be on top of things and 
then quickly change and adapt. 
You need to have a profound 
understanding of your target 
audience. Sometimes having your 
own team who understand the 
market allows you to understand 
the cultural nuances more than a 
broad-brush approach. This allows 
us to refine our message. 
– Upendara Navaratne, 
Ego Pharmaceuticals

Being more than an ‘Australian’ 
brand is essential to stand out

Whilst Australian products generally have an excellent 
reputation among Chinese consumers for being 
clean, green, and high quality, local brands are gaining 
traction in the market and the foreign provenance 
of brands is becoming less relevant to consumers. 
This means Australian SMEs need to work harder to 
articulate their unique brand and product story.

It is important that you build a very 
clear sustainable brand proposition 
that resonates with your target 
audience. Whilst we still focus on 
our Australian and pharmaceutical 
heritage, trust of domestic brands 
is also growing so our messaging 
needs to be sharpened. 
– Upendra Navaratne, Ego Pharmaceuticals

Consumers want to understand a brands’ ethos and 
make sure it aligns with their values, lifestyle, and 
aspirations. Remedy Drinks’ branding responds to this 
by relying less on its Australian heritage and more 
on the health advantages of the product, quality 
ingredients and taste. This aligns with the target 
audience of wealthy, well-educated consumers with 
active lifestyles who are increasingly health conscious. 
The brand often partners with health and fitness or 
cooking bloggers to emphasise these messages.
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Focus on: 
Fashion
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For Australia’s fashion industry, interest in international 
brands and purchasing power of China’s increasingly 
fashion-conscious consumer class presents an 
opportunity. Spending on fashion – comprising 
apparel, footwear, and accessories – is expected to 
grow from AUD 485 billion in 2020 to AUD 651 billion in 
2025.18 

With zero tariffs on Australian apparel and footwear, 
exports to China have doubled since the introduction 
of the China-Australia Free Trade Agreement in late 
2015. While the value of exports remained relatively 
stagnant in the five years to 2015 – averaging around 
AUD 5.6 million annually – the agreement ushered in 
an era of unprecedented growth for exports: from AUD 
10.7 million in 2015 to AUD 44.2 million in 2020.19

Despite these strong increases, exports to China still 
represent a small portion of both total Australian 
fashion exports (6.4 per cent in 2020) and total 
Chinese imports (0.15 per cent).20 In the context of 
ongoing social and economic development and 
increased consumer purchasing power, these figures 
highlight substantial room for growth.

Like other consumer product imports, demand for 
foreign brands amongst China’s burgeoning middle 
and upper classes will increase the customer base 
considerably, opening avenues for niche labels to 
secure market share. More complex preferences 
amongst Generation Z consumers present new 
opportunities for Australian labels.21 As the appetite 
for high-end luxury brands gives way to more 
sophisticated preferences for quality designs and 
fabrics, ethical manufacturing and environmentally 
friendly materials, Australian labels focused on 
sustainable design and manufacturing will benefit. 

SMEs seeking to expand into China should carefully 
follow fast moving trends in fashion. Most recently, 
the popularity of activewear has surged in China. 
Growing health consciousness and recent government 
policies promoting sport and exercise has spurred a 
threefold increase in Alibaba online sales in sportswear 
and light apparel designed for exercise or casual wear 
such as leggings.

Australian fashion brands have a history of 
successfully navigating the nuances of the Chinese 
market, whether in anticipating the seasonal divide 
between the northern and southern hemispheres or 
keeping track of evolving preferences amongst young 
Chinese consumers. 

Labels like Alice McCall, Ozlana and Lorna Jane have 
all had successful forays into China, buoyed by a 
willingness to understand and adapt to the diversity 
and preferences of consumers. Ozlana is a smaller 
fashion brand that successfully found a market niche 
by offering customers feminine fur parkas in pastel 
colours. This is different from many other brands 
which offer more masculine outwear products in 
neutral colours.

Livestreaming is very popular in 
China, and we focus on it. A lot of 
our success in China have come 
from promotions on livestreaming 
platforms. It can have a strong 
impact, even if it’s just one 
product. You can sell 10,000 of 
one item in a particular colour 
just because it is published in 
a livestream. 
– Bella McLeod, Ozlana

Both online and on-the-ground, Australian fashion 
brands are well-placed to build on the success of 
the past decade. Recent entrants, such as high-
end fashion house Zimmermann and classic 
Australian footwear brand Volley, point to the 
enduring attractiveness of the Chinese market for 
international apparel brands.
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Australian SMEs who have been successful in China 
have adapted to a more complex market. We have 
distilled the insights from this report into rules to 
guide SMEs who are considering entering China or 
already have a presence in the market. These have 
implications for both strategy and operating models. 

1. Assess risk and reward

Market attractiveness needs to be weighed against 
geopolitical, competitor, regulatory, supply chain and 
other risks. Businesses should consider a range of 
geopolitical scenarios when evaluating geopolitical risk. 

Some businesses may decide not to enter China, or at 
least not now, because of this assessment. For those 
that do choose to enter the market or are already 
there, it’s worthwhile to consider how much exposure 
they want China to have in their portfolio. 

There are a wide range of sources businesses can 
draw on to assess market attractiveness, including 
Federal and State Governments, industry bodies and 
specialist advisory firms. 

2. Customise your offering

A core part of your China strategy needs to be a 
customised product or service that accounts for 
consumer preferences and competitor offerings. 
SMEs should also look at the Department of Foreign 
Affairs and Trade’s Free Trade Agreement Portal to 
understand any tariffs that may apply to their product.

As SMEs don’t compete at scale, its essential to 
identify a clear market niche. Federal and State 
government export promotion agencies may be able 
to help promote your offering through trade shows, 
missions, and introductions.

Crucially, your offering can’t remain static. Draw 
on different information sources – local staff, 
e-commerce data, the Chinese Australian community 
– and regularly refine your target audience, product, 
positioning, pricing, and packaging in response to 
consumer preferences. 

3. Find an invested partner

Businesses stuck with distributor that doesn’t respond 
to changing market conditions will find it increasingly 
hard to compete. Success depends on finding an 
invested partner that embraces technology, has strong 
communication and is willing to take on risk. 

Your partner should be across the most prospective 
online and offline channels and geographies for your 
offering. If your partner also handles marketing, they 
should be across the latest trends and channels. 
Businesses should expect regular sharing of detailed 
data so they can understand consumer behaviour. 

SMEs should also ensure their partner is sharing the 
risk in the event of import or warehousing problems. 
If you’re already in the market, review whether your 
partner meets these criteria and, if not, consider 
changing partners. 

4.  Develop a deliberate 
channel strategy

As SMEs can’t compete on scale, selling through every 
available channel – physical, e-commerce, social 
commerce, daigou – is a race to the bottom. While re-
sellers and daigou help to create awareness and may 
boost sales in the near-term they are likely to erode 
margins over time. Be clear about your target segment, 
competitors, and price positioning and build your 
channel strategy from there. 

Some businesses may choose to sequence their 
channels over time, beginning with a channel that 
helps with brand awareness and delivers consumer 
insights - such as e-commerce platforms – and build 
out other channels once the brand is established.

5.  Build a creative, data-driven 
marketing strategy

New marketing channels and strategies regularly 
emerge in China. Your marketing needs to be creative, 
and data-driven. If selling via e-commerce, those 
platforms are a natural place to start but new 
channels – such as live-streaming and group buying – 
regularly emerge so your strategy needs to constantly 
adapt. KOLs and KOCs can effectively expand your 
brand awareness. However, it is essential that they 
are employed as part of a targeted strategy to ensure 
return on investment.

While marketing agencies may be beneficial, they 
can also be expensive. If you work with marketing 
agencies, ensure that spend is linked to pre-defined 
performance metrics. If an agency is deemed 
too expensive, SMEs can explore creative ways to 
develop and execute their marketing strategy, such as 
drawing on local staff or employing talented Chinese 
Australians. 
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