
• BUSINESS OPERATIONS 

Growing Pains 
Australian health care chain finds success — 

and some challenges — in its online store for the Chinese market 
by PETER JOHNSTON 

Austral ian discount chain Pharmacy 

L4 Less began life i n the f a l l of 2007 , 

w i t h a store i n the Sydney suburb o f 

Hornsby . I t n o w has 37 stores i n the 

southern p a r t o f the country , i n the states 

of N e w South Wales, Queensland, V i c t o r i a 

and Western Aust ra l ia . Pharmacy 4 Less 

also has a substantial onl ine presence: 

Rania A w a d , the company's general 

manager o f e-commerce and IT , estimates 

that e-commerce amounts to a b o u t 

5 percent o f t o t a l revenues. 

A b o u t a year ago, Pharmacy 4 Less 

opened an o n l i n e store a i m e d at the cross-

border e-commerce Chinese m a r k e t . " I n a 

w a y , " says A w a d , " t h e Chinese consumer 

f o u n d us — or m o r e b r o a d l y speaking, 

A u s t r a l i a . W e k n o w t h a t Chinese 

consumers are always l o o k i n g for h i g h -

q u a l i t y m e d i c a l products , m o s t l y a r o u n d 

v i t a m i n s and s k i n care. W e started 

researching and l e a r n i n g m o r e about 

the p o t e n t i a l there , a n d that 's w h e n we 

decided to actively p u t together a strategy 

to cater to t h a t m a r k e t . " 

GROWING OPPORTUNITY 
The h i g h level of Chinese interest i n 

foreign health care products has its or ig ins 

i n a 2008 incident i n w h i c h m i l k and 

i n f a n t f o r m u l a products were f o u n d to 

c o n t a i n traces of melamine , a chemical 

f o u n d i n plastics and 

adhesives that can 

cause renal fa i lure . By 

the end of tha t year, 

China's M i n i s t r y of 

H e a l t h reported that 

3 0 0 , 0 0 0 c h i l d r e n 

m i g h t have been 

affected by the 

c o n t a m i n a t i o n . T h i s 

sparked a widespread 

distrust o f domestic 

products , p a r t i c u l a r l y 

a m o n g middle-class 

Chinese. 

Access to fore ign hea l th care p r o d u c t s 

was c o m p l i c a t e d by the fact tha t fore ign 

brands were r e q u i r e d to q u a l i f y f o r the 

Chinese F o o d and D r u g A d m i n i s t r a t i o n ' s 

"b lue h a t " status, w h i c h i n v o l v e d a cost 

o f a r o u n d $ 1 0 0 , 0 0 0 per p r o d u c t and a 

w a i t for approva l o f one to t w o years. 

I n early 2015 , however , C h i n a adopted 

new rules f o r cross-border e-commerce 

that s ign i f i cant ly lowered th is barr ier t o 

entry . U n d e r current regulat ions , as l o n g 

as items are f o r personal use and shipped 

i n personal-size parcels, they need o n l y to 

meet the d r u g a d m i n i s t r a t i o n standards 

of the c o u n t r y of o r i g i n . 

For a c o m p a n y l ike Pharmacy 4 

Less, w h i c h specializes i n generics and 

d iscount sales, C h i n a is a n a t u r a l f i t . 

A c c o r d i n g to the U.S. D e p a r t m e n t of 

C o m m e r c e , C h i n a — the second-largest 

pharmaceut i ca l m a r k e t i n the w o r l d — is 

expected to g r o w f r o m $108 b i l l i o n i n 

2015 to $167 b i l l i o n by 2 0 2 0 . L o w per-

capita spending a n d government policies 

favor r a p i d g r o w t h i n the generic m a r k e t , 

w h i c h is expected t o surpass the U n i t e d 

States i n sales i n 2017. 

FINDING A PARTNER 
Seeing an o p p o r t u n i t y is one t h i n g ; 

f i g u r i n g o u t h o w to leverage i t , 

p a r t i c u l a r l y i n a d e m a n d i n g m a r k e t tha t 

requires s u r m o u n t i n g s i g n i f i c a n t legal , 

f i n a n c i a l , r e g u l a t o r y , l i n g u i s t i c and 

c u l t u r a l barr ie rs , is s o m e t h i n g else. 

" W e u n d e r s t o o d the Chinese m a r k e t 

t o be a v e r y c o m p l i c a t e d space t o 

do business," A w a d says, " a n d we 

essentially d i d n ' t w a n t to go over there 

a n d set up companies and be present o n 

the g r o u n d . W e rea l ly needed a p a r t n e r 

t h a t c o u l d d o the l e g w o r k f o r u s . " 

P h a r m a c y 4 Less chose A z o y a 

I n t e r n a t i o n a l , a t h r e e - y e a r - o l d c o m p a n y 

headquar tered i n C h i n a t h a t specializes 

i n se t t ing up e-commerce opera t ions 

i n C h i n a f o r retai lers i n Asia/Pacif ic , 

W e s t e r n E u r o p e , A u s t r a l i a , Japan a n d , 

m o s t recently, the U n i t e d States. 

" W e w o r k w i t h selected re ta i ler 

p a r t n e r s a r o u n d the w o r l d w h o w a n t to 

e x p a n d i n t o C h i n a , " says F r a n k l i n C h u , 

Azoya 's m a n a g i n g d i r e c t o r . 

" W e set up an e-commerce site for 

t h e m , a n d we manage and operate 

every aspect of i t , f r o m m a r k e t i n g 

to logist ics t o customer service. The 

g o a l is to get t h e m i n t o the C h i n a 

e-commerce business w i t h a m i n i m u m of 

f i n a n c i a l inves tment a n d i n f r a s t r u c t u r a l 

i n v o l v e m e n t . " 

A DIFFERENT MODEL 
W h i l e there are a n u m b e r o f vendors 

t h a t p r o v i d e the v a r i o u s 

services r e q u i r e d to c o n d u c t 

cross-border e-commerce 

i n C h i n a , C h u says A z o y a 

operates d i f f e r e n t l y f r o m its 

c o m p e t i t o r s i n t w o i m p o r t a n t 

ways . F irs t o f a l l , they do 

e v e r y t h i n g . 

" T h e y p r o v i d e d us w i t h t h e i r 

cus tomer service teams, so 

the language fac tor was t a k e n 

care o f , " A w a d says. " T h e y 

t rans la ted p r o d u c t descr ipt ions 

f o r us, he lped us b u i l d the 

website a n d p u t us i n t o u c h 
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NATUROPATH 

w i t h t h e i r logis t ic p a r t n e r s . Basical ly, 

they helped us across a l l the barr iers t h a t 

w o u l d have been a b i t t o o d i f f i c u l t f o r us 

to do o n o u r o w n . " 

T h e second m a j o r dif ference i n the 

A z o y a approach , C h u says, is t h a t the 

c o m p a n y does n o t operate o n a fee-for¬

services basis. 

" O u r business m o d e l is t h a t we serve as 

the local o p e r a t i n g par tner f o r the fore ign 

merchant i n C h i n a , " he says. " W e d o n ' t 

make o u r m o n e y by c h a r g i n g a fee f o r 

t r a n s l a t i o n , a n d another fee f o r payment 

processing and so o n . W e operate o n a 

revenue shar ing m o d e l : W h e n the retai ler 

makes money, we m a k e money. I don ' t 

believe there is a n y b o d y else i n th is space 

w h o is o p e r a t i n g t h a t w a y . " 

BRAND BUILDING 
" A t P h a r m a c y 4 Less it's been qui te a 

j o u r n e y , " A w a d says. " I n terms of results, 

there's a lo t o f revenue c o m i n g t h r o u g h 

just due to the sheer size o f the m a r k e t . 

Just needing to be able to g r o w at t h a t 

rate has presented us w i t h o u r o w n 

i n t e r n a l challenges a r o u n d operat ions 

a n d processes and systems and cash f l o w . 

So it's been b i t ter a n d sweet — b u t it's a 

g o o d p r o b l e m to have." 

I n a d d i t i o n t o m a i n t a i n i n g a n d 

g r o w i n g its o n l i n e presence, P h a r m a c y 

4 Less is w o r k i n g t o p o s i t i o n i tsel f as 

a g o - t o h e a l t h care suppl ies source f o r 

w a l k - i n Chinese c u s t o m e r s . 

" W e w o u l d love t o be k n o w n as 

the A u s t r a l i a n b r a n d t o t r u s t f o r 

g o o d q u a l i t y p r o d u c t s at the r i g h t 

pr ice f o r t h a t p a r t i c u l a r c o n s u m e r , 

n o t o n l y w i t h i n C h i n a , b u t also f o r 

a l l the Chinese t o u r i s t s t h a t c o m e to 

A u s t r a l i a , " A w a d says. " W e ' r e v e r y 

ac t ive ly w o r k i n g t o b u i l d the b r a n d 

image o n t h a t f r o n t . " 

READINESS IS ALL 
W h e n asked w h a t advice she w o u l d 

of fer U.S . reta i lers interested i n a n o n l i n e 

presence i n C h i n a , A w a d says, " G e t y o u r 

t e a m ready. I f y o u c o u l d have someone 

i n t e r n a l l y t h a t can speak the language, 

t h a t w o u l d d e f i n i t e l y help. G e t y o u r 

f inances ready, a n d get y o u r space ready. 

" I f y o u are f u l f i l l i n g 100 or 2 0 0 orders 

a day n o w , y o u need to rea l ly stop a n d 

t h i n k , ' W h a t w o u l d I need t o be able 

to f u l f i l l 1 ,000 orders a day o u t o f 

th i s space?' A n d y o u need t o k n o w the 

answer to t h a t ques t ion before the orders 

s tar t f l o w i n g . " 

T h e Chinese consumer, she p o i n t s o u t , 

is n o t passive. " T h e y have very intense 

engagement w i t h i n the i r o w n social 

media channels, and it's all a b o u t the 

b r a n d image. I f y o u d o n ' t manage to 

deliver o n y o u r promises , they very, very 

q u i c k l y s tart t a l k i n g about y o u i n those 

channels — a n d t h e n it 's very h a r d to 

repair t h a t i m a g e . " 

She reiterates tha t it's up to the retai ler 

to be prepared . 

" D o n ' t be l u l l e d by the s i m p l i c i t y o f 

the m o d e l , because there is s t i l l qui te a 

bit o f w o r k t o be done once you're there, 

a n d y o u d o n ' t w a n t to be l e a r n i n g on 

y o u r feet. T h e A z o y a guys are great i n 

s u p p o r t i n g the b r a n d and g e t t i n g i t over 

there, b u t at the end of the day they can' t 

r u n y o u r business. Y o u need to have the 

r i g h t t eam i n place, because th is is n o t 

s o m e t h i n g y o u dabble i n . " STORES 

Peter Johnston is a freelance writer and editor 

based in the New York City area. 
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