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Introduction

What do you do when you desperately want a certain product but cannot buy it in
your own country? Many Chinese consumers hire an online purchasing agent who buys
international brands from foreign markets and then sells them to domestic consumers
with some built-in profit margins (“International Brands’ Pricing,” 2012). When Chinese
consumers navigate through online shopping sites, they are typically exposed to a
massive list of purchasing agents. For example, on Taobao (www.taobao.com), China’s
biggest online shopping site, consumers can find as many as one hundred thousand agents
offering a variety of fashion products such as cosmetics, clothing, and leather products
(“International Brands’ Pricing,” 2012). The online purchasing agent industry was worth
12 billion yuan ($1.8 billion) in 2010, a 140% increase from 2009, according to the
Monitoring Report on the Data of China’s E-commerce Market in 2010 by the China E-
commerce Research Center (CERC) (“Overseas Online Purchasing,” 2011).

Over the past decades, China has moved from a largely closed economy to
becoming a major global economic player. As a result, the living standards of Chinese
consumers have dramatically improved and the demand for luxury goods has grown
immensely. According to McKinsey and Company, China will account for more than 20
percent of the global luxury market in 2015 (Atsmon, Dixit, & Wu, 2011).

However, the Chinese government imposes high tariffs on foreign luxury brands.
According to data reported in The Wall Street Journal, luxury goods typically cost about
40% mrore in China than in foreign markets. For example, if a classic Louis Vuitton bag

costs $619 in foreign markets, it will sell for $964 in China (Masidlover & Burkitt, 2012).
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If Chinese customers use purchasing agents, however, they can get the products they
want, such as the Louis Vuitton bag, at a lower price. In addition, many luxury products
and brands have not entered mainland China yet, so consumers buy those products and
brands via purchasing agents. Although Chinese consumers can buy luxury brands
directly from foreign Web sites, they rarely use these Web sites. They hire online
purchasing agents instead, because foreign online shops are unfamiliar to them. In
addition, language barriers, shipping restrictions, and requirements that bankcards be set
up for international use may deter Chinese consumers from using foreign online shops
(“Overseas Online Purchasing,” 2011).

The online purchasing agent business is a win-win business, because customers
can get products for lower prices and agents can earn profits at the same time. Although
online purchasing agents may bring benefits to consumers, the business has also caused
some negative results. For example, Shanghai Daily reported that an airline attendant
who worked as an online purchasing agent face eleven years in jail for sneaking cosmetic
products in from foreign countries (Wen, 2012). Because she sent her customer’s order to
the mainland without declaring it clearly declaring it at customs, she engaged in the
illegal practice of evading tariffs. Furthermore, consumers are often victimized by agents

who engage in unethical practices, such as selling fake products and brands.

Methods
To act ethically and be socially responsible, purchasing agents must perceive
ethics and social responsibility to be important. However, little is known about

purchasing agents’ perceptions regarding the importance of ethics and social
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responsibility in their business practices. The purpose of this study is to investigate the
purchasing agents’ perceptions regarding the importance of ethics and social
responsibility in their businesses. Eight online purchasing agents participated into our
research interviews. They were recruited through requests posted on social media
platforms such as Weibo, Xiaonei, and Facebook. Five of the purchasing agents are
located in the United States, and three are located outside the United States. | did in-
person interviews with the five who live in the United States and Skype interviews with
the others. The time of the interviews varies from one hour and ten minutes to one hour
and forty minutes.
Results

Many valuable findings were obtained through the interviews and will be
discussed in detail below.
Customer Base

There are no fixed customer bases in the online purchasing agent industry,
because different people have different demands. However, younger customers are more
likely to use this type of service because customers must contact agents through
electronic devices. The majority of customers are female; however, the number of male
customers has increased in recent years. Customers who use online purchasing agents
may have mid- to high-income levels. Customers with higher incomes generally care
about the quality of products and brand.

Characteristics of Online Purchasing Agents
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Currently, Chinese students studying abroad, Chinese people working abroad, and
immigrants are the main groups involved in the online purchasing agent business. These
groups can take the advantage of living abroad to conduct business.

Product Purchasing Categories

Some online purchasing agents have specific purchasing categories, such as maternal and
child products or auto parts. Purchasing agents perceive that by specializing in a category
of goods, they can lead others to believe that they know the industry well and thus attain
a professional image. Agents who specialize in various categories of goods may attract
customers who seek specific products. Other agents do not limit their purchasing
categories in the hope of attracting more customers and larger orders.

Factors that Attract Chinese Customers to Online Purchasing Agents

The price and quantity of products in foreign countries are attractive to Chinese
customers. For example, luxury products are the most popular category in the current
online purchasing agent industry. Due to a significant rise in living standards in China,
the demand for luxury products has increased. However, the prices of these products in
China and other countries differ greatly. Not every customer is willing to pay the Chinese
rates for products, especially when know they can get the same products for lower prices
when they use online purchasing agents. In addition, there are many pirated products on
the Chinese market, and some people have lost confidence in the luxury products sold in
China. Online purchasing agents can reduce the risk of buying pirated product.

In addition, low product quality has caused some controversy_in China, as

happened recently with the Chinese milk powder scandal. People ask online purchasing
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agents to buy products they know will be of high quality, even if they sometimes pay
more.
Online Purchasing Agent Service Format

Many online purchasing agents do not like to stock products, because having
stock runs the risk of not selling products. However, if agents find a large sale on
products, they may find it in their interest to stock a small amount. Agents selling brand-
name fashion goods may need to stock up on some products to attract customers and
make profits, because having goods in stock can give sellers an advantage over their
competitors.
Online Purchasing Agent Structure

Our research of online purchasing agents revealed three main types of online
purchasing agent operations. The first is independent, in which only one person is
responsible for the entire business. In an independent operation, the agent communicates
with customers, manages money, purchases products, contacts delivery services and
promotes him or herself. While this type of operation has some limitations, it also comes
with benefits. Agents who conduct their business independently do not need to worry
about partners’ needs and do not need to split and share profits with others. The agent
will know the business process and manage the business well. However, agents may also
find it challenging to take on so much responsibility alone, because the business can
present many problems, such as those caused by time differences and work and study
conflicts.

The second type of operation is a partnership. In a partnership, more than one

person shares the responsibility for the business. Usually, one person is located China and
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one is located in a foreign country. Partnerships can help agents provide better service to
their customers, because one of the agents is in the same time zone as customers and can
communicate with them in a timely fashion. When agents in foreign countries send
packages to China, Chinese agents can receive the packages, separate orders, and send
them to the customers. Partnerships can cut costs as well by sending all products to the
Chinese agent, the foreign agent can consolidate shipments and thus save the business
money. However, partnerships can also reduce profits for each individual agent because
of they share profits.

The third type of operation takes place when the foreign agent works as a supplier
for a group of agents in China. The foreign agent purchases a large amount of products at
a relatively low price, and he or she divides the products between different agents selling
products in China.

In addition, Web sites and large companies have begun to offer overseas
purchasing services in recent years.

Motivations

Online purchasing agent businesses are not difficult to start, because they do not
require a large initial investment. For this reason, many people are interested in working
in the business. Agents must do research on the industry before they start their
businesses. For example, they must research delivery methods, product categories,
competitors’ prices. However, business preparations may only take two weeks to one
month.

Almost every participating agent mentioned money and personal interest as being

among the main reasons they began to work in this industry. Many had previous
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experience purchasing products for family or friends in China when returned home from
foreign countries. The agents were aware of price differences in products between foreign
countries and China and saw the business as profitable.

Agents who are working or studying abroad also find that living expenses in
foreign countries relatively high. They may work as online purchasing agents to earn
extra money. For example, one participant came with her husband, a student, to the
United States under an F-2 visa. The visa’s conditions prevent her from working legally
in the United States. However, her husband’s tuition is expensive, and by working as an
online purchasing agent, she can earn money and contribute to covering the family
expenses. Also, since she cannot work legally, she has a lot of free time, and work as an
online purchasing agent helps fill her time.

People also begin to work as online purchasing agents out of personal interest.
Most agents report that they enjoy the experience of helping others purchase goods.
Through the experience of purchasing for others, they can try out many different products
that they have not had a chance to use before.

Problems in the Online Purchasing Agent Industry

The delivery of products to China presents many limitations. Many purchasing
agents are puzzled by delivery. Due to concerns about legality, Chinese customs officials
spot-check packages. Customs inspections increase delivery times and also increase the
risk of having to pay tax. If a package is detained by customs, online purchasing agents
usually do not take care of tax issues. Instead, customers must pay the tax. However, a
small number of agents will handle customs issues, and if a package is detained, these

agents will pay the tax or import fees. This kind of service helps agents keep their
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customers. The delivery costs are also high for purchasing agents. Most online
purchasing agents use delivery agencies that provide them with tips on how to pack
products to reduce the risk of packages detained at customs. These agencies also reduce
delivery costs.

Online purchasing agents also face obstacles resulting from time differences,
because they often live in different time zones. This makes it hard for agents to contact
their customers in a timely fashion. Sometimes delays because of time differences cause
agents to lose potential customers. Agents who work independently may need to stay up
late to reach their customers.

Some products also present challenges. For example, the fit of shoes and clothes
is hard to measure from a distance, and agents are not able to convey every detail about
actual items. Different customers also react to products differently. It is difficult for
agents to accept returns or exchanges. It takes a long time to deliver products to
customers in China, and it also takes a long time for those customers to send them back,
S0 agents may miss returns and exchange deadlines for products. Agents may suggest that
customers test or try products if they can find them in China. Because of these
difficulties, agents often set no return and exchange policies. If a product does not fit, or
if a customer is unsatisfied with a product, agents can help customers repost products on
their platforms to see if anyone else might be interested in it.

Social Platforms Used by Online Purchasing Agents

Social network platforms play an important role in the online purchasing agent

business. Many agents use social platforms to promote their services and connect with

customers. Weibo has become the most popular social media platform with online
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purchasing agents in recent years. Weibo is somewhat like a Chinese version of Twitter;
however, it allows users to do things that Twitter does not, such as leaving messages on
the post directly. Agents can download the Weibo app on their mobile devices and post
product information anytime. For example, when agents go shopping at outlets or other
stores, they can update the purchasing information in real time and provide customers
with proofs of purchase.

Weixin is another important social media platform used by online purchasing
agents. This platform allows agents to contact their customers any time. Weixin is an app
for mobile devices that supports text, voice, photo, and video messages. The app offers
agents a convenient way to communicate with customers, especially when they are in
different countries. The app is fast, free, and private.

According to the face-to-face interviews, not many online purchasing agents use
Taobao, because of significant fees.

Payment Methods

Online purchasing agents use three main payment methods: Alipay, PayPal, and
direct bank transfers. Alipay works like PayPal and is operated by Taobao. Alipay and
Paypal are safer for customers to use than direct bank transfers, because through these
services, third parties hold customers’ money and release it after customers receive the
products. These services are also are fast and easy to use. Bank transfers, while an option
for customers and agents, are not a very popular method of payment, because they are not
very convenient.

Promotion Strategies
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Agents need to develop promotional strategies to attract more customers to set
themselves apart from their competition. One strategy agents use is to eliminate agent
fees during certain periods. Another promotion strategy is word of mouth. Many agents
begin doing business by purchasing products for friends. If their friends are satisfied with
the service, they will recommend the service to others. Customers develop preferences
for and loyalties to specific agents, and these preferences and loyalties facilitate long-
term business.

Most online purchasing agents are women. Some argue that their gender gives
them a business advantage. Women can be more sensitive to market trends and can build
relationships with customers more easily and they are more detailed-oriented. They are
also more careful than men.

The Future of the Industry

Every agent who participated in the interviews knew the flight attendant story,
and they all were aware that their businesses were in violation of Chinese law. But they
do not worry about legal issues, because they do not expect to have a large amount of
orders, as the flight attendant did. They think they will avoid problems if they conduct
their businesses carefully.

Most interviewees plan not to work as online purchasing agents forever, because
they believe that the online purchasing agent market is saturated. Chinese customs agents
also pay close attention to packages entering the country, so it is difficult for agents to
send products to China, and delivery takes a long time. In addition, if the Chinese

government were to change its policies to allow more imported goods on the market, the
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demand for the online purchasing agents would decrease. However, most of the
interviewees still see plenty of opportunity in the sale of the luxury products.

All of the interviewees felt they had learned things through their experiences
working as online purchasing agents. They also felt it would help prepare them for their
future careers and give them more confidence to face different people and problems.

Conclusion

The online purchasing agent business seems to be a win-win business. Customers
benefit by getting products at a low price and agents earn money through the business.
However, it can hurt some countries. The industry’s increasing popularity also signals
problems in Chinese markets, and it may also create problems. If all customers choose to
use online purchasing agents, Chinese markets will face serious issues. Chinese
policymakers should consider expanding markets, allowing more brands to be imported,
and lowering taxes on products.

The online purchasing agent industry is saturated at this point, and the industry
may not remain competitive in the future if the Chinese government opens the market or
reduces taxes. Even though the overall online purchasing agent industry may decline in
the future, however, the luxury product market will remain competitive.

Online purchasing agents enjoy not just the benefits of money but also the benefit
of learning from their experiences. Online purchasing agents’ business experiences help
them to prepare for future careers and give them more confidence when they face

different people and problems.
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