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Report Highlights:
Changzhou is situated in the heart of the Yangtze River Delta, halfway between Shanghai and Nanjing. In 2007, urban GDP reached RMB18.8 Billion (USD2.76 billion). Although per capita disposal income in Changzhou still lags behind Shanghai, its rate of increase surpasses even Shanghai, which will help narrow the gap in the future. Chain-style restaurants are popular in Changzhou; they attract consumers not only from the city itself, but also from nearby cities such as Wuxi, Suzhou and Shanghai.
Includes PSD Changes: No
Includes Trade Matrix: No
Annual Report
Shanghai ATO [CH2]
[CH]
Introduction:

Changzhou is situated in the heart of the Yangtze River Delta, halfway between Shanghai and Nanjing. It enjoys a recorded history of over 2,500 years. The city covers a total area of 4,385 k㎡ and has a population of 3.6 million. In 2007, its GDP reached RMB18.8 billion (USD2.76 billion), and per capita GDP reached USD7,000 in terms of registered population. 
Urban and rural residents’ income has enjoyed an increasing rate of growth. In 2007, per capita disposal income of urban residents hit RMB19, 089 (USD2,807), an increase of more than 90% from than that in 2002. In addition, the balance of RMB deposits of residents reached RMB109.2 billion (USD16 billion), increased by 1.18 times; total volume of retail sales reached RMB61.1 billion (USD9 billion), increased 1.5 times.
Among the Global 500 companies, 46 have settled in Changzhou; in 2007, total export and import volume of the entire city reached USD44.16 billion, achieving an average annual increase of 27.5%. The private economy has also enjoyed a rapid rate of growth. The number of private enterprises and individual industrial and commercial establishments increased to 54,200 and 124,000 respectively, with registered capital reaching RMB88.86 billion. The proportion of private economy in both the economic aggregate and in total revenue of the whole city exceeded 60%. 
	Changzhou at a Glance (2007)

	Population
	3.6 million

	GDP
	USD 2.76 billion

	GDP/Capita
	USD 7,000

	Major Industries
	Metal processing, Chemicals, Machinery, Textile and equipment

	Total Volume of Retail Sales 
	USD 9 billion

	Sales revenue of 
Restaurant business
	USD 9.3 billion  

	Major Food Retailers
	Auchan; Wal-Mart; Tesco; Metro; RT-Mart;  


Source: Information Office of Changzhou Municipal People’s Government
Sector Analysis: Food processing
There are 45 large scale food processing enterprises in Changzhou. They are mainly divided into four major categories: beer; condiments; dairy; and cereals, including flour processing. Post visited one major dairy processing enterprise named “HongMei Dairy Company”. This company has its own supply chain from hay planting, cow cultivation, product research, processing, logistics and sales. Their milk and yogurt products mainly serve local markets. But with the increasing competition, they are eager and open to learn new techniques and use new ingredients. The interesting finding concerns their logistic and sales network; they set it up by themselves or in cooperation with many local communities to establish a booth in each community. Every morning, their own logistical trucks will deliver products ordered by community families to the booth, and then each family will take away their ordered milk or yogurt. This way, they successfully lowered their storage and sales costs. It also helps them avoid the high entry fee required by supermarkets, and they could deal with end-users directly and get the latest feedback. Although this traditional sales and distribution network is almost disappearing in big cities like Shanghai, it still plays a key role in second-tier cities like Changzhou. 
Sector Analysis: HRI (Hotel, Restaurant and Institutions)
People in Changzhou love to dine out and try a variety of foods, a fact which is firmly proved from the consecutively high restaurant sales figures in the past few years. Sales revenue from restaurant businesses in Changzhou reached RMB9.3 billion in 2007, a 19% increase from 2006. Per capita spending ranks number 1 in Jiangsu province, two times higher than the national level. There are around 10,000 restaurants in Changzhou. Mainly three different types of restaurants formats are available: restaurants for formal meals, such as business meals, celebration events and wedding events; restaurants for casual meals targeting family needs and chain-style restaurants.  The average consumption level varies for different formats. For business meals, the average spending per person is around RMB150 (USD22.00); for casual meals, the spending is USD11.00 to USD14.00 per person; for chain restaurants, it varies depending on its market position.   

                              Restaurants Formats and Average Spending per Person

	Restaurants Format
	Average Spending Per Person

	Formal meal restaurants
	USD22.00

	Casual meal restaurants
	USD11.00 to USD14.00

	Chain restaurants
	Variable


Source: Interview with Changzhou Restaurants Association
With so many restaurants competing in the city, it is no wonder that each restaurant is under intense pressure to create new dishes and new ideas to cater to their customers’ needs. For example, several middle scale restaurants hold weekly competitions for innovative new dishes, and each month they will add more than 10 new dishes to their menu, accompanied by a ranking list determined by the number of times their customers ordered each dish. 
Chain restaurants are also a highlight in Changzhou; this group not only includes fast food overseas chain restaurant like KFC, Pizza Hut and MacDonalds, but it also includes domestic fast food chain restaurants such as the “DaNiang Dumpling” and “LiHua” fast food restaurant chains. “Daniang Dumpling” has expanded to the overseas market with 2 stores in Indonesia and one in Sydney, Australia. LiHua’s developing concept is to become a business and institutional canteen, a model they developed all over China and especially in the north, as most central government agencies are located there. Thus far, both of these two chains mainly use domestic food ingredients, but there is an opportunity for certain U.S. ingredients to be added to their menus, like chicken feet and pork by-products. 

The best opportunity for U.S. food ingredients are in the middle to high-end chain restaurants in Changzhou. Because of the excellent reputation of the Changzhou restaurant industry, it has attracted a lot of customers from nearby cities like Suzhou, WuXi and Shanghai. During the weekend and holiday seasons, most of the cars parked outside of the famous restaurants in Changzhou are from these nearby cities. Fusion cuisine, which means cooking Chinese dishes using U.S. food ingredients will be the best choice to introduce U.S. food ingredients to these fast developing middle to high-end Chinese chain restaurants. The top 2 chain restaurants, “FuJi” and ‘Changzhou Hotel” each had sales revenue over USD20 million in 2007. 

                          Major middle to high-end chain restaurants in Changzhou

	Name
	Sales revenue in 2007

	FuJi
	USD20 million

	Changzhou Hotel
	USD20 million

	ChangXing Lou
	USD0.6million

	CaiGenXiang
	USD0.6million

	JinYuManTang
	USD1.2 million


Source: Changzhou Industry and Commerce Bureau 
There are two international hotels chains operating in Changzhou—Traders (part of the Shangri-La group) and Holiday Inn, but in the next 2 years, many new hotels will open including the Inter-continental; Sofitel; Marriot; Howard Johnsons and Sheraton.  An interview with the F&B director and executive chef at Traders Hotel confirmed that now is the right time to promote American food and beverage products accompanied with American cultural themes. Several countries have already conducted such promotions, including Australia, France, Spain, Italy, Malaysia, Thailand and Mexico. The Traders Hotel in Changzhou opened in 2005, with a whole year occupancy rate over 70%; 40% of their guests are foreigners, among them, guests from the U.S. ranked number 1. Wine sales are very good, especially in the “good value for the money” category. In general, sales of wine priced below RMB150.00 (USD22.00) per bottle to the hotel lead the rest. Australian wines performed the best, with a whole set of promotion strategies such as wine tastings, pricing strategy, and different product positioning. U.S. wines lack a similar marketing plan and activities; the Traders F&B director told post they have never done any promotional activities for U.S. wines because they lack support from wine distributors. Besides wine, the hotel also uses Alaska crab, U.S. pork, turkey and tabasco condiments. Since Metro (The international Cash&Carry retailers) opened in Changzhou, most of the local suppliers to Traders hotel were replaced because Metro could guarantee to deliver hygienic and safe products, and Metro could also deliver upon special requests which could reduce costs for the hotel. A healthy and nutritional concept is being promoted throughout the Shangri-la Hotel group chains, and both the F&B director and executive chef at the hotel expressed interest in cooperating with ATO/Shanghai to promote American food ingredients and culture under the theme “Health and Nutrition”. Traders Hotel is the major event venue in Changzhou, with most local government celebrating events, important business gatherings held at this hotel. They continue looking for new ideas to incorporate into their activities, such as a fusion cuisine menu promotion.
Sector Analysis: Retail
Except for Carrefour, most of the large international retailers have gained a foothold in Changzhou, which implies the market potential in Changzhou and also fierce competition. The best performer is the Taiwan retailer RT-Mart with 1 store, followed by Tesco with 2 stores; then Auchan with 2 stores, a third new Auchan store will open in September. A new Wal-Mart store also just opened in Changzhou, and sales are growing. The German retailer Metro also has one store in Changhzou, targeting top hotels, high-end Chinese restaurants, western restaurants, and also canteen and catering businesses. Currently, 70% of Metro’s clientele are professionals, and 30% are ordinary consumers. Imported products sale account for 32% of overall food and beverage product sales. Price and service are the key factors to attract customers to the store. Towards eastern China, customers prefer fresh seafood products over frozen products. Metro has put up signage on their imported seafood counter stating their products are “Frozen like Fresh”, which is a very smart way to direct and change people’s consumption habits unnoticeably. 

The best performing U.S. products at Metro include cheese, Sunkist orange and California wine. The sales manager at Auchan store told post that the best selling wine products are those priced between USD7.00 to USD12.00. A wide selection of products and prices are still the key factors for them to be successful. Consumers are still price-sensitive towards daily necessities such as rice, while fresh products such as meat and fruit enjoy more price elasticity. Young people and foreigners are the main consumer groups for imported products. Price and promotion events are the key elements to open the market for imported products. 
The newly opened Wal-Mart has the largest store space in Changzhou. Except wine, most of their products are sourced and delivered by their regional purchasing and distributing center in Nanjing (the capital city of Jiangsu province). As a newcomer, it still takes time to generate steady consumer traffic to the store, but its large store space implies Wal-Mart’s strong confidence in the Changzhou market. 


Foreign retailers are absolutely dominating in Changzhou market. The only domestic retailer named “XinTe” competes and operates mainly in the rural areas, which foreign retailers are reluctant to enter. Their product selection is narrower and targets their customers’ daily necessities. 
                                         Major Retailers in Changzhou

	Name
	Number of outlets

	RT-Mart
	1

	Auchan 
	2

	Wal-Mart
	1

	Tesco
	2

	Metro
	1

	XinTe (local retailer)
	40 (inside of city), 200 in the countryside


Prospects for the future
Changzhou is definitely another of many prosperous second-tier cities in the east China region. With its strategic location, halfway between Shanghai and Nanjing, it serves not only as a window to Shanghai, but also as a strategic bridge to Shanghai from Jiangsu province. It is one of the important distribution centers for commodities to the south of the Yangtze River and one of the birthplaces for China’s modern industry. Each year, the Foreign Affairs Committee of the city organizes official delegations to travel to the U.S., Europe, and Japan to promote the city. Although per capita disposal income in Changzhou still lags behind Shanghai, the rate of increase is higher than in Shanghai, which will help to narrow the gap in the future. Imported products are available in foreign retail stores and in fancy restaurants and hotels, but the variety of products offered is less than in Shanghai. A lot of educational work regarding product knowledge, brand awareness and preparation methods for U.S. food ingredients are still needed in this market.
	Changzhou: Best Product Prospects

	Product
	Market
	Notes

	Dried fruit and nuts
	Hotel/Retail
	Common as snacks and as ingredients in Western pastries and other dishes, dried fruit and nuts have excellent potential.  Local substitutes are available, but usually have a significantly different texture and taste than U.S. products.

	Dairy products such as cheese
	Hotel/Retail
	With an increasing health and nutrition consciousness, people would like to buy more dairy products especially for kids as their major protein and calcium sources

	Seafood
	Hotel
	Seafood is always popular in eastern China cities, the key is to change people’s minds and convince them that frozen seafood products are just like fresh products.

	Wine 
	Hotel/Retail
	Demand for imported wines is growing rapidly in star-rated hotels, restaurant chains, wine stores and supermarkets. 

	Condiments & sauces
	Hotel
	International hotels frequently use imported condiments and sauces to offer international guests a flavor from home, so growth in the hotel sector could benefit U.S. producers of condiments and sauces.

	Fresh Fruits
	Retail
	Popular gift choices especially in holiday period


Contact Information and Useful Websites

Agricultural Trade Office, Shanghai

Shanghai Center, Suite 331

1376 Nanjing West Road

Shanghai 200040, China

Phone: 86-21-6279 8622

Fax:     86-21-6279-8336

E-mail: ATOShanghai@fas.usda.gov
Website: www.USDAChina.org
Global Agriculture Information Network
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                       Local retailer “XinTe”
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Import seafood counter signage at Metro store
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One of “FuJi” luxury chain Restaurant chains 
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