Australian population

Entering the Australian market

Australia’s population is growing at around 1.8%,
higher than many of its OECD peers. Most of this
population growth in recent decades is due to
immigration. One in four Australians are born
overseas and two in five have at least one overseasborn parent. Of the overseas-born population, 21% are
from England and 9% from New Zealand and 6% from
China. India and New Zealand are seeing the biggest
growth in migration to Australia.

Australia’s business environment is very conducive
to international trade. The Federal Government
is keen to see that consumers have choice and
welcomes competition in the market. Global retail is
viewed as providing fair competition and more choice
for Australian consumers. Australian retailers are also
encouraged to use export channels and free trade
agreements to explore overseas markets, particularly
given the limited size of the domestic market.

Australia is a secular country with no official state
religion, though 61% identify as Christian. The adult
literacy rate is estimated to be 99% with education
compulsory from age five to fifteen or seventeen,
depending on the state or territory. Nearly 45%
of Australians aged 25 to 34 had attained tertiary
education in 2010.

International retailers face no serious procedural
or regulatory difficulties when trading cross border
into Australia. The level of intervention is not different
for foreign retailers when compared with domestic
ones. The government has signed three new free
trade agreements in the last two years alone:
to China, South Korea and Japan. Corruption is
also low in Australia, with all businesses following
standard practices and procedures to establish
their operations.

Australia has a high minimum wage combined with
low unemployment and historically low interest rates,
meaning that many Australians have a comfortable
disposable income. On the flip side, the cost of living
is high, and property costs are among the highest
in the world. Home ownership is very important to
Australians but property prices are increasingly
putting ownership out of reach to first time buyers.
Australians have also grown thriftier during and
since the Global Financial Crisis. They are
frequently described as a “nation of savers”.
Despite this, consumer spending has seen a
modest rise in recent quarters.

Government and business
Australia has a well-developed, business-friendly
market and all recent governments have shown strong
support for entrepreneurialism. There are several
incentives and schemes to nurture enterprise and
promote investment. The current flagship initiative
is the Entrepreneurs’ Infrastructure Programme for
business competitiveness and productivity. It supports
businesses in three ways: business management,
helping them collaborate with the research sector,
and accelerating commercialisation.
Other schemes relevant to the retail sector include
funds to assist with skills training, regional innovation
funds in certain states, tax incentives for research and
development, and support and advisory service for
small business.

The retail industry in Australia is governed by
Australian Consumer Law (ACL) which replaced
the previous Trade Practices Act. This law is long
established and has the broad acceptance and
support of the industry. The Australian Competition
and Consumer Commission (ACCC) is Australia’s
competition regulator and national consumer law
watchdog that helps ensure that ACL is complied with.
The Australian Trade Commission (Austrade)
promotes foreign direct investment (FDI). It helps
international companies establish and build their
business in Australia. Its services include market
intelligence and advising on investment opportunities,
identifying suitable investment locations and partners,
as well as advice on government programmes.
Another regulation that organisations need to be
aware of include the Anti-Dumping Commission
which investigates alleged dumping and
subsidisation of goods imported into Australia.
It imposes duties to address any material injury
to the Australian industry that manufactures similar
or the same goods. The work of the Commission
complies with World Trade Organisation (WTO)
rules as well as Australian legislation.

ONLINE & STATISTICAL OVERVIEW:
Internet Insight
The Australian digital market is very interesting to international merchants for a number of reasons, not least
consumers willingness to shop cross border and their access to the internet. There are 21 Million Internet users
out of a population of nearly 24 Million, a penetration level of over 80%!
Source: http://www.internetlivestats.com/internet-users/
There were 12,691,000 internet subscribers in Australia at the end of December 2014. This is an increase of 2%
from the end of December 2013. A year later, 99% of internet connections were broadband.
Source: http://www.abs.gov.au/ausstats/abs@.nsf/mf/8153.0/
Websites aimed at Australian consumers can have domain names including the country code top level
domain (ccTLD) .au. At the time of writing, there are over 3 million .au domain names registered.
The domains available are:

.com.au

.net.au

.org.au

Source: http://www.domainregistration.com.au/
There is currently a consultation (2015) underway for website domain names that can sit directly under the ccTLD
.au. For example companyname.au rather than under the current companyname.com.au. It is important to note
that for any .au domain registered, the registrant should be individuals, organisations or companies registered
and/or residing in Australia.
Mobile is playing an increasingly important role with consumers accessing digital services. In 2013 there
were over 7.5 million users (Source: http://www.acma.gov.au/theACMA/Library/Corporate-library/Corporatepublications/australia-mobile-digital-economy) and 62% of Australian mobile owners are internet connected
smartphone users. This adoption increased from 52% in 2012, according to The Telstra Smartphone Index
(Source: http://www.telstra.com.au/aboutus/download/document/telstra-cross-platform-consumers.pdf).
In 2014, 55% of mobile web users used a mobile device as their favoured means of going online, often instead
of using a laptop/desk top. This uptake represented an increase of 15% over the previous year (Source: InMobi
Report: http://www.inmobi.com/company/press/inmobi-study-reveals-86-percent-of-australian-mobile-users-toengage-in-mob/). What is also becoming clear is that using these devices makes access to the internet more
available or ‘omni-present’; 53% of Australian smartphone users access the internet more than 5 times a day –
with 20% going online 15 times a day or more! (Source: Sensis eBusiness Report, September 2014: https://www.
sensis.com.au/about/our-reports/sensis-ebusiness-report13.)

Australian governments pride themselves on fiscal
discipline but generally avoid over-intervention
in markets. The current government has also been
trying to cut bureaucratic red tape and ease tax
complications particularly for small businesses.
The headline aim is to “ease red tape by AUD $1
billion a year”.
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E-Commerce overview
Measuring the value of any marketplace is fraught with difficulty as different sources use different data points.
However, whatever the total value of the market, the following insights point to a growing digital market in a
vibrant retail industry. Many of the top brands are ‘home-grown’ whilst international players are continuing to
make their mark.
In terms of sizing the opportunity, National Australia Bank’s (NAB) latest Online Retail Sales Index shows
Australians spent $14.9 billion online in the y ear to January 2014, up $1.9 billion or 11.3% on the previous year.
(Source: http://www.nab.com.au/about-us/media/media-releases-2014/online-retail-sales-increase-past-year)
On average, digital consumers are spending $2,616 per year (Source: http://www.businessinsider.com.au/
australians-online-shopping-spend-has-grown-again-to-2616-per-person-per-year-2013-12) . With these figures in
mind, it is worth noting Australia is in the global top 10 for e-commerce sales, according to the A.T Kearney 2015
Global Retail E-Commerce Index.

COUNTRY

RANK

CHANGE IN RANK VS 2013

United States

1

+2

China

2

-1

United Kingdom

3

+1

Japan

4

-2

Germany

5

+1

France

5

+1

South Korea

6

-2

Russia

7

+5

Belgium

8

+15

Australia

9

-1

Canada

10

-1

Source: http://www.insideretail.com.au/blog/2015/04/08/australia-remains-top-10-e-commerce-market/

There are significant numbers of internet enabled consumers in Australia; the second highest in Asia-Pacific. It
is expected that 79.4% of internet users will make a purchase via a digital channel in 2015 which is only behind
Japan at 82%. Overall however, with the relatively small size of the total ‘digital’ population at 12.1 million, Australia
has the smallest e-Retail consumer base in Asia-Pac (Source: http://www.emarketer.com/Article/Australian-RetailEcommerce-Sales-Top-10-Billion-2015/1011823)

Digital destinations
6 of the top 10 retail websites in Australia during 2014 were international brands. There can be some discussion as
to what the term ‘retail’ means in the context of these websites, particularly when some of the volume is made up
of consumer-to-consumer sales.
(Source: http://www.emarketer.com/Article/
Australian-Retail-Ecommerce-Sales-Top-10Billion-2015/1011823)

Leading online retailers 2015:
Looking at the domestic picture, SmartCompany reported in March 2015 that the following brands were leading
the online retail pack in Australia:

Retail in Australia in 2015 is expected to be worth $238.59 Billion with e-Retail worth 3.1% of the total
(Source: http://www.emarketer.com/Article/Australian-Retail-Ecommerce-Sales-Top-10-Billion-2015/1011823).
Excluding travel and event tickets, e-Retail will be worth nearly $11 Billion in 2015. The variance between
these figures and those presented by the NBA previously, can be explained by the difference in which type of
transactions are included, as well as currency fluctuations.
Interestingly, the following table shows a trend of online taking an increasing percentage of total retail sales
through to 2018. In common with other maturing markets such as the UK, the rate of E-Retail growth starts to
reduce but is still a respectable 9.0% in 2018.
(Source: http://www.emarketer.com/Article/
Australian-Retail-Ecommerce-Sales-Top-10Billion-2015/1011823)

1. 		

Temple & Webster

2. 		

Kogan

3. 		

The Iconic

4. 		

Catch of the Day

5. 		

Booktopia

6. 		

JB Hi-Fi

7. 		

Red Balloon

8. 		

Dan Murphey’s

9. 		

Lorna Jane

10.

Shoes of Prey

(Source: http://www.smartcompany.com.au/marketing/796-online-sales/46163-australia-s-top-20-online-retailersfor-2015.html#)
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Across the board there are signs of solid growth in department and variety stores (33% of sales), homewares and
appliances (17%), and groceries and liquor (15%), according to estimates by NAB.

Cross-border
With digital comes the ability for customers to globally for products and services. This is particularly true where
domestic availability is limited or the proposition isn’t competitive. PayPal recently published a report on cross
border trade. Called “Modern Spice Routes” the report looked at several key global economies and analysed the
consumer behaviours in those territories. According to this report, Australia had 6.3 million online cross-border
shoppers, spending AUD 6.5billion in 2013. This is expected to grow to 8.4 million online cross-border shoppers
spending an estimated AUD16.6 billion a year by 2018. By any measure, this represents a good sized market for
any aspiring merchant to target.
The report also highlighted key global markets that Australian consumers are already trading with: US (69%),
UK (47%), China (31%), Hong Kong (29%) and Canada (9%).(Source: https://www.paypal-media.com/assets/pdf/
fact_sheet/PayPal_ModernSpiceRoutes_Report_Final.pdf)

Mobile & Tablet Usage
Smartphone penetration has doubled since 2010, reaching 72 percent of total mobile users and of these,
71% percent access the internet on their smartphones on a daily basis, up from 56 percent in 20141.
In common with other developed economies, device ownership is also on the increase with 53% of
Australians owning 3 electronic devices; a smartphone, tablet and computer. This is an increase on the
28% of the previous year2. 56% of Australians own a tablet device up, 12% over the past 12 months and resulting
in a major requirement for website owners being able to serve their offering in a device responsive manner3.
As would be expected, 18 to 45 year olds are most likely to have tablets although older age groups are catching
up, even if they don’t have smartphones2. Smartphones, have reached household penetration levels of 287% in
20144. This level of availability means that Australians are expected to increase their spending on mobile devices
by 43 per cent in 2014 to $8.8 billion, according to research released by PayPal and Ipsos.
Foot Notes:

www.telecompaper.com/news/smartphone-penetration-grows-to-72-in-australia--973504)

1

landing.deloitte.com.au/rs/deloitteaus/images/Deloitte_Media_Consumer_Survey_2014.pdf

2

www.sensis.com.au/about/our-reports/sensis-ebusiness-report13

3

www.cmo.com.au/article/568469/australians-buying-more-their-phones-new-report-finds/
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MARKETING
Supported by IE.

IE is a digital innovation agency at the intersection of the startup and
corporate worlds. We provide Strategic Consulting, Agile Marketing,
Platform Development, On-site Teams and Product Incubation to some of
the largest and most loved brands in Australia. IE is known for challenging
best practice with innovation to create experiences that resonate more
profoundly with people. As we help our partners discover new revenue
streams and increased relevance, we transform brands, grow businesses
and change people’s lives for the better. Our partners include Telstra,
Nike, Sportsgirl, Tourism Victoria, Movember, Sitecore, Demandware,
Magento and Adobe.

IE
9 Brighton Street, Richmond,
VIC 3121, Australia
Email hi@ie.com.au
Tel +613 9001 1700
www.ie.com.au
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