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The Development Path, Model
and Enlightenment of Fresh
Food E-commerce In China
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Fresh E-commerce in China

> By 2020, the online retail sales of agricultural products nationwide reached 800
billion yuan, 4.6 times the growth rate of the total retail sales of consumer goods
during the same period.
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Fig 1. Online Retail Sales of Agricultural Fig 2. Total Transaction size of China fresh
products in China from 2016 to 2020 Food E-commerce Market
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Source: Brick




U —— ] — 1 = —

. Nanjing Agricultural University

G%ﬁ % . % The Development of

Fresh E-commerce in China

» Since 2018, the e-commerce sales of all categories of agricultural products
have increased significantly, with fruits accounting for the largest proportion.
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Fig 3. China's E-commerce Retail Sales of Agricultural Products by Sector in 2018-
2020 (100 million Yuan)
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» China's agricultural products are mainly distributed through traditional channels.
But in recent years, the penetration rate of fresh e-commerce has increased year
by year, reaching 7.91% by 2021.
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CARO A 335 Significance of Fresh E-
commerce Development

» Through traditional channels, the
marketing cost of fresh products in China
accounts for 70% of the total cost, which
is 20% higher than that in the world.

» The research shows that for every 1%
increase in the development status of e-
commerce, the marketing efficiency of
agricultural products will increase by

0.434 units.
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» Consumers can quickly retrieve similar products and refer to

the evaluations of previous buyers so that they can obtain =ws  @e- e st 4
multiple information of products more efficiently. It is ' '
conducive to expand the sales radius and achieve high quality

° .
and high price.
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> Feedback consumers’ demand in time

» Accelerate the adjustment of planting at
the production end.

> For example, "Pinduoduo" has _ i =]
expanded the planting area of passion %’

fruit in China tenfold. . =

W 2 Tuste? Size?

Famer Dealers Wholesaler Retailer Consumer

| | | |




——————————————————————— ) —{ | — 1| .|~

q‘r*,i, Nanjing AgriculturaIU iversity

Driving Factors of
Fresh E-commerce




S : - — ) — i —| —
f,_;\ Nanjing Agricultural University L.

(N GATERO A RS Driving Factors of
S Fresh E-commerce

Pnlilics Economy

Society chllnulng)




- : — e ———————— ||, — | — L] p— — —
3 Nanjing Agricultural University
VW CIrRo A3 Driving Factors of Fresh E-
4 commerce-Politics

» E-commerce poverty alleviation policy
» E-commerce into rural areas policy

» Agricultural products out of villages into cities
policy
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» Take Anhui province as an example:

1.

E-commerce business entities whose rural products
go up more than 10 million yuan will be given a
one-time reward of less than 1% and up to 1 million
yuan according to the online sales.

For counties (cities, districts) that organize rural e-
commerce production and marketing docking, live
promotion and other activities, a subsidy of 5% of
each activity's online sales and a cumulative
maximum of CNY100,000 will be given.

A one-time reward of CNY10,000 will be given to
poor village outlets with annual online sales 100,000
yuan.




I —— ——s — 1 — | — ) — = —
PN Nanjing Agricultural University

W GRS rals Driving Factors of Fresh Food E-
" commerce-Politics

» In 2019, China built the world's largest optical fiber and
Infrastructure mobile communication network, with more than 98% of
administrative villages receiving optical fiber and 4G.

COHStl‘UCthﬂ—IT > The number of Internet users in China was 904 million, of
which 255 million were in rural areas, accounting for 28.2%.
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Figure 4 Size and growth rate of Rural Internet users in China from 2012 to 2020
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Infrastructure » Cold storage are repaired in many places to alleviate the
loss of perishable agricultural products.
Construction » According to the type and capacity of cold storage, the
government gives subsidies ranging from CNY10,000 to
—Cold Storage CNY350,000.
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Figure 5 Statistics and growth of total cold storage volume in China

from 2015 to 2019
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» Rural roads were built and rural express delivery stations
were established and improved.

Infrastructure Construction

» Open greenway for fresh vegetables, fruits, fresh aquatic

-Express Delivery products, live livestock and poultry, fresh meat, eggs and

milk.
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Figure 6 Business volume of National Express service enterprises from 2011 to 2019

Source: State Post Bureau

Source: China Logistics Information

Center.
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Infrastructure Construction
-Express Delivery
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Figure 7 National express business volume in 2016 and 2019
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Source: State Post Bureau

Source: China Logistics Information
Center.
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Infrastructure Construction
-Express Delivery
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Figure 8 China's e-commerce logistics Performance Index in 2019

Source: State Post Bureau

Source: China Logistics Information =
Center.
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> Set up rural e-commerce service sites and e-commerce
. cooperatives.
Infrastructure Construction P

. » Organize e-commerce training
-Service

» Encourage migrant workers to return home to start
businesses, based on talent subsidies.
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' commerce-Politics

> Promote the certification of Geographical Indications

Infrastructure Construction )
Brand of agricultural products

-Brand

> Establish traceability system of agricultural products

LA
=
L]
i
2]

EFHE/
=

L

Lo ]
L]
i

\

200 -

7 i Mo B

oy
/




B — ——s — 1 — | — | T—1 —
A\ Nanjing Agricultural University L.

W GRS rals Driving Factors of Fresh Food E-
" commerce-Politics

» Encourage land marketing and promote the
standardization, scale and organization of
agricultural production.

Agricultural Production

Optimization

» Strengthen the construction of digital villages and
promote “Internet+ " agriculture.
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> In 2019, the total retail sales of consumer goods in China reached CNY41.16
trillion, up 8% year-on-year, and the online retail sales reached CNY 10,632.4
billion, up 16.5% over the previous year.
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Figure 10 Gini coefficient of National household income from 2011 to 2019

Source: National Bureau of Statistics
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> In 2019, the total retail sales of consumer goods in China reached CNY41.16
trillion, up 8% year-on-year, and the online retail sales reached CNY 10,632.4
billion, up 16.5% over the previous year.
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Figure 11 China's GDP from 2013 to 2018

Source: National Bureau of Statistics
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> In 2019, the total retail sales of consumer goods in China reached CNY41.16
trillion, up 8% year-on-year, and the online retail sales reached CNY 10,632.4
billion, up 16.5% over the previous year.
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Figure 12. Per capita disposable income of Chinese households, 2013-2018

Source: National Bureau of Statistics
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* Insensitivity to product price

« Strong purchase intention

* The main force of consumer high-end products
* Consumer groups are segmented:

Stylish men

Independent women

Lone noble, etc.

~ * Focus on quality and experience
* Green consumption

~ *» Pay attention to health

e Personalized service

* Follow the trend

L+ Excessive consumption
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FIG. 14 Reasons for fresh online purchase by post-80s and post-
90s fresh e-commerce users in China in 2021
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FIG. 13 Age distribution of Fresh e-
commerce users in China in 2021

32%

> At present, China's post-80s to
post-00s population exceeds 600
million, accounting for 45.6% of

the total population.
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Figure 15 Fresh food consumption of Chinese residents from
2015 to 2019
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Cloud Computing
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Internet of Things

Mobile Payment
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Analyze user data

Insight into consumer
demand

N

Supply chain upgrade

Face recognition

Collecting consumer

N

data

Alipay

WeChat pay
Unionpay cloud flash
payment

Online and offline integration
Store Location Reference

Logistics efficiency
improvement

Operational efficiency
improvement

Personalized recommendation

Unmanned Supermarket

Payment process optimization
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Driving Factors of Fresh Food E-
commerce-Technology
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ATl A2 Case Sharing of Fresh E-
commerce

Operation mode of Fresh Food E-commerce in China

Pattern
Classificati Characteristic Representative Company Operation Plan
on
o0 Low entry cost and poor WeChat, Pinduoduo, Taobao, = Farmers directly open online sales channels and
customer stickiness. Tik Tok, etc. directly sale to consumers.

B2C is the main mode, followed by B2B mode of
Missfresh, Original Life, Fruit providing services for dealers, F2C mode of direct
Day, etc. sales between manufacturers and farms to consumers
and mixed mode .
Sell fresh food in cooperative supermarkets and
Community connection, low . . .. convenience stores; Establish sites in the
020 attrition rat};, but weak Meituan, Dingdong, JD Daojia, communities and deliver goods from the front
management and supervision. cte. warehouse; Integration of community supermarkets
and convenience stores.
Utilize the point-to-point mode of traditional online
Product variety, low quality Suning Fresh, TMall Fresh, JD  shopping, implement the mode of combining the
control. Fresh, etc. third-party merchants' settlement and platform self-
operation.

Vertical Quality control is high and
platform customer experience is good,
class but the cost is too high.

Comprehensive
platform
class
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W GARBoAE 3 Case Sharing of Fresh E-
commerce

Near field Far field
electricity electricity

Near field
community
electricity

Instant retail
electricity

Community Platform Proprietary
group buying model
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i CARBa AR C2C Case-Live Stream
Commerce

» Since 2020, the number of online live broadcast users in China has reached 550 million, and the growth rate of

users exceeded 9.2%.

» From news anchors, stars, Internet celebrities to leading cadres, and even farmers, they have participated in Live
Commerce.

» In the first quarter of 2020, for example, there were more than 4 million live broadcasts related to agricultural
products on major e-commerce platforms, and more than 100 county heads walked into the live broadcast room
to "endorse' local agricultural products.
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5 _ 0.25 ’a
4 0.2 NEEIE A
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1 0.05
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L ERE R R (Z D —e—= R K (%)
Figure 16 Scale and forecast of Online live broadcast users
in China from 2016 to 2020

Source: Prospective Industry Research
Institute
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CZC Case-Live Stream
Commerce

In March of this year, Tao Guanghong, the county magistrate
of Dangshan County, Suzhou City, Anhui Province, walked
into the live broadcast room to introduce the history, unique
natural growing environment and different eating methods of
Dangshan pear to platform consumers.

During the event, 600,000 consumers poured into the live
broadcast room, and the store’s sales volume reached more
than 27,000 orders that day, selling nearly 140,000 kilograms
of Dangshan pears.

At present, there are 1,370 e-commerce enterprises in
Dangshan, with more than 50,000 online stores and Wechat
business. A large number of well-known e-commerce brands
such as Taoruyi, Fresh Fruit Time, Aofei, Longruntang and
Liduobao have emerged, driving more than 100,000 people to
engage in e-commerce and other related industries.

In 2019, the online sales of agricultural products reached
4.356 billion yuan. Dangshan County becomes a well-known
e-commerce county in China.
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» Missfresh, affiliated to Beijing Youxian E-commerce Co.,Ltd., focuses on high-quality fresh mobile
e-commerce. It has established more than 150 community distribution centers in 8 cities across the
country, ensuring that the sites radiate to users within 3 kilometers. All the distribution processes

are completed by its own personnel, and it promises to deliver goods to the customers within 2

hours.
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Missfresh

» Community pre-warehouse mode: "2-hour fast delivery' meets the needs of
consumers in the top ten core cities in China.
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Members' privileges are mainly reflected in the preferential price of goods and the shortened delivery
time.

Membership system:

v Users are attracted to register members due to a lower price of CNY8 per month or CNY30 per year,
which satisfies the psychology of users who want to obtain differentiated services at low cost.

v" Maintain high customer stickiness and 80% repurchase rate.

Table 3. Comparison of daily rights and interests of excellent fresh members and non-members

Project Member Non—-member

Most products have discounts, the lowest discount can

Price of be up to 50% of the normal selling price, and the gross )
. . . . ) ) normal price
commodities profit margin of the promised exclusive products is
13. 9%.
Distribution ) .
LS © 1 hour extremely fast delivery 2-hour delivery
timeliness
Cash back Cash back 5% of every order no

After—sales

) 3—hour speed refund 48 hours treatment
service
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Group Buying

» Community group purchase is an online and offline consumption behavior of residents’
groups in residential communities. And it is a regionalized, niche, localized and networked
group purchase form relying on real communities.
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400 280
200 .
O ] ] ]
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Figure 17 2018-2021 Market size of community Group purchase
(100 million Yuan)

Source: Prospective Industry Research
Institute
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Group Buying

Community E-commerce Channel Traditional Distribution Channel

marketing cost Less intermediate links and low cost High marketing cost
Efficiency Higher Lower
Convenience degree High degree of convenience Low degree of convenience
Material flow (the process of transferring Most of them build their own logistics
agricultural products from producers to systems or cooperate with logistics Transportation by middlemen at all levels
consumers) companies for transportation.

Generally, the next day, the order placed

Time spent on purchasin before 23: 00 or 22: 00 on the first day will Buy it as soon as possible, and spend less
P P £ be delivered before 11: 00 the next morning time.
(211 mode).
Consumer group People who know how to use smart phones Wi o 500 Lt ot ellately eeiilly illy

choose this channel.

What you see is not necessarily what you get, What you see is what you get.

Consumer trust Like opening a "blind box" Buy at ease.

Transportation and sales loss Relatively lower The annual loss is 300 billion.
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Consumer Management:
Multiple Entry Points with Various Shopping Scenarios

Entry Points Shopping Scenarios
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Social Commerce Channel Development & Operations:
Multi-format Services for Local Communities

Store Owner Synergy with Coverage of
Pick-up Points Cainiao Posts Counties and Townships
560 K 45 K+ 40%
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Product & Supply Chain: High Quality, Rich Assortment

 Non-perishables

Taobao Deals: Sun Art: Synergy in Procurement and Supply Third-party
Value-for-money Procurement
Merchandise
Localized by Region
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Product & Supply Chain: High Quality, Rich Assortment

b Perishables
Direct Procurement from Farms: Sun Art: Co-operated Perishables Processing Centers (PPC)
7 Years of Experience
700+
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Fulfillment & Delivery: Effective, Efficient, Reliable

. g%, B i8I

Local Supplier: ot Ltiorisl & i Direct Procurement Base
Supply i | il i
I Tl Si-ipmperature Dodd Chan : Trmmerafure- pririled Sel qeried, Frogen
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Continuous Upgrade of Fulfillment Infrastructure

Integrated Inbound and Outbound Fulfillment Network for Rural Areas

First-mile: Last-mile:
Warehouse Operation Fulfillment
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» FRESHIPPO is a new online and
offline integration retail format
supported by big data, which is
completely reconstructed by Alibaba
for offline supermarkets. It mainly
sells fresh products.

» At present, FRESHIPPO has opened
152 offline stores nationwide,

covering 22 cities including Beijing,

Guangzhou and Shanghai.lts
customers are mainly employees of
companies and institutions between

30 and 40 years old.
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» "Online and offline integration"

v Guide consumers to order online and experience offline.And realize the closed-loop
consumption mode of two-line flow integration.

v Adopt electronic price tag to realize unified online and offline management.

—Uu5T\

EE RS, FMAERAS

Hema APP installation guide Scan QR code
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v" The warehouse is the store,
and the store is the
warehouse.

v Full-automatic suspension
chain logistics system

v 30 minutes full
temperature layer
refrigerated delivery
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Combine supermarkets with restaurants and introduce 3R industry (Ready to cook,Ready to heat,Ready
to eat). Through the pretreatment and pre-packaging of food materials, consumers can cook, heat or eat

immediately after purchasing the goods.

"Integration of catering and sales"

v Seafood, beef, etc. purchased by customers can be processed on the spot, which realizes the "from shelf
to table" of ingredients.

v' A special department-3R Commodity Center was set up, which made a second innovation on the goods
of Freshippo.

Expand profit margin with freshness Enhance brand quality with fun

Challenge the traditional food taste innovation,

Reengineering products to gain independent s )
maintain brand popularity

pricing power
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Development Challenge
of Fresh E-commerce
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» Rapid expansion, serious homogenization,
blind "price war' and vicious competition. 2019 R FHEAXE— KR

B b s

Fresh e-commerce companies such as Fresh [ 30103 | it | 67 Bl il B85, s s s
Life, Wonderful Life, Jiji Fresh, etc. are |20194 | //GU/E&E | SLHES. FMFHITE CRALRTE
20195 | BOEE | HIKKM

20197 | “EHE | A, KA TTH

20197 | BEAEAGE | WERARETRIA AAEEK
quality, user experience, after-sales service, |99 |zee | g Ko

expanding too fast, resulting in follow-up

problems such as overall operation, product

etc.And the supply chain can't keep up in | 201910 | #ffhbf | L&A, EH5H. SH2E

time which accelerate the fall of the [20911 |¥FKF | SANGL. Fe#li

201911 | WS | KH L 80 KK

2019-11 | ## b VAEKR, X5, 200912 A 9 HERIKEES
2019-12 | BRAEE | /% 1400 FR%, HOERSI AT A

201912 | HREE | MEEAN, BREMGEEARTEN, KRR, X4

companies.
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» It is difficult to keep food fresh. The logistics, packaging and distribution can't keep up.

Compared with the traditional e-commerce logistics, the specialty of fresh logistics is
relatively prominent. The production, storage, transportation, sales and other
environmental requirements of the whole supply chain are relatively high. However, the

current fresh-keeping, refrigerated transport carriers and the whole logistics system are

not perfect.
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> regional development difference

3.349,0-74%

1.98%

mRuhX m Rt X O fRX mAERRX w el mphibiX  m PR kX

Figure 18 Regional distribution of online retail sales of agricultural
products in TOP100 counties in 2019

Source: Prospective Industry Research
Institute




