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While e-commerce is not a new concept in China,
a keen understanding of how it works in the China
market can really give firms an edge over their

competition.
by Maurice Blanchard

he quick development of the Internet infrastructure in China presents
many new business opportunities for foreign companies, but chief among
them is e-commerce. Due to its size and substantial growth, China has the
potential to become the largest market for almost everything, and e-commerce
is no exception. Estimations from the Boston Consulting Group show that China
will have around 380 million online shoppers by 2016 (“Chinese Shoppers Use
Multiple Channels”, April 2014).

Naturally, e-commerce is most well-developed in China’s first tier cities -
Shanghai, Beijing, Guangzhou, and Shenzhen - but the gap between usage in
these metropolitan areas and smaller cities is narrowing. Millions of Chinese
people can log onto the Internet and buy a wide range of products today. These
products include clothing, electronics, books, and food, but as development
continues, there seems to be no bounds as to what people will electronically
purchase in the future.

As a consequence of the rapid technological development within China, the
key success factors for e-commerce are also constantly changing. Therefore,
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companies are forced to develop and to change their strategies constantly. o T ER R 1 5 AR R e AR 1 45 Rl e 2
Success factors within the e-commerce industry are highly linked to the i T P R 55 AU Ok B TR 3R R AT AR ALY
technological and logistical development within the country. R, i ol At o2 250 AS W8T 8 Jie A o5 L ik gt
A primary demand-driver for e-commerce in China is consumers looking BT HL 1 e 55 U PR 3R S Y R
to purchase products that they cannot locate in physical stores. They may be Vi R e v JERH KR
looking for these products at discounted prices, but the trend has been that o 6] LR 55 R R B RS P R
they are increasingly using e-commerce to find unique goods or brands they 1 Tt 3 = 2R ey 3K AE S5 PR 7 T S5 AS 21 A 75 i
love. Many consumers, especially amongst the younger age groups, have their AT Ay AT RE R Prdn e s, (B2 AbAT]
first contact with a brand over the Internet. 5 % 1R AL -7 55 ok 4K = R D MU S
i, WEHRE—ILHRFRETE
The Chinese Internet 5 o B HY & K i A & £ LR B BE1T
iR
Swiss companies that are interested to enter the e-commerce market in
China should consider that China is known for its strict control of the Internet. A [E] Y 5 B
According to the company Great Fire, which provides statistics about blocked
websites in China, 150 of the top 1000 domains are blocked within Mainland A LR BE H [ L1 R 55 L Y B A
China. Pages like Facebook, Twitter, and YouTube, as well as Google services b g T B — a5 2 P E Y BN A E ™
are not accessible on any IP address coming from the Mainland. This makes it K& 1Y %ﬁﬂ HlE Great Fire 2 w4 fit i ££
more difficult for Chinese citizens to access websites or shops that are hosted | B 12 B o e 1P B s, AT 1000 K
outside of China. Therefore the question arises of how to effectively reach WA A 150 AN e E g R, BRR
Chinese customers via the Internet. Companies have different alternatives with (Facebook) , #fE%f (Twitter), YouTube LA
regard to entering the Chinese online environment, but some of them are more B A3 #R R ik 55 A [ Pﬂfliﬂ,ﬁ’J [P Huht s #&RAS nJ
effective than others. Vilal, sk b 2y BOAR AE U R] AE 3 Ah
A Swiss company that wants to register a Chinese top-level domain (.cn) Tt 1R s e s R . IR IRl 1, el i
needs to apply for the Internet Content Provider (ICP) licence. An ICP licence B ) 4 ok 3] b [ ) O TR B WE? AEREZE D E
is also required for any foreign company that wants to operate a stand-alone H KM R L b Al A7 AW £, (HH
website, including e-commerce services, with a web-server based in Mainland — Su T b H AR M A R
China. Furthermore, if a website is hosted in China, the domain name also M E g4 (.cn) BEm L4
needs to be registered in China. However, it is only possible to apply for an b 2 B B P dR ke (ICP) i,
[CP licence and to register for a domain name if the company is physically i SR AE P [ iz E B AR TR 55 IR 95 A6 P RO ik
present on the mainland. Additionally, it is very important to provide Sz M G R AD BT oll a2 2 i ICP I, JF
appropriate payment methods to Chinese customers, as most of the popular AE b [ P 3V N 2 IRk 55 2% . RS, tn SR
payment methods differ from the ones that are used on Western websites or siETREEE, P2 H I a0 Z0 A b E
marketplaces. The most common payment solution is Alipay, which is operated W Aak, AL E N AT S AR A AR R 4
by the Alibaba Group, though Internet banking payments and third-party kA fE B il ICP I A . BRIEELSH,
payments are also used. 23 L E B PR IS RS G Kt 4 R
%2, WA ER RS X KRE 50T M
Social media and search engines ST A AN, i Yo SR TR p R
EEEHEENZ M, Hbs2 MG Kid
Market entry barriers for e-commerce in China are rather low. Therefore, W EARAT SR 38 =07 SO
the competition within the Chinese e-commerce market is high. In order to
promote its products in this fast growing market, an effective use of Chinese HEEENIEZRD|ZE
social media can be critical in establishing a successful e-commerce operation.
Over 40 per cent of H R 55 T S HEN T THEAR A, PRk,
Chinese online shop- FEE RS TSR EF R EEl, B
pers have seen a prod- B AEX — PR T ) 7= &, AR

uct on social media — |’ W‘ m aﬂ‘ A P E SRR BT R i 55 s
before buying it. O S > LU p eSf ERICHE, 40% DL i v =] ) 2% W 4 1 2 %

Another possibility gelHng online can ne the Wy 32 SR T 5 D ELAE L 2 B3

for promoting products %W i o

on the Chinese Inter- casiest wday to enter the 57—l A o IR A 7 i

net is via local search - AR LR [E, PEPNERS[ESR
engines. The interac- Chinese market 18 25 I 1 T BRI 6 5 15 S AR 5%
cngines and e-come X0 1 m L IRMRUL, PESERE T L e, s
merce is different in #]\Elj -mii] E% El"] ‘{:'_‘E:[’I H R R 515, (H Aol i s 4

China than in the rest BE£L 5 EIEEJﬁkEI’J 118155 T & R i £
of the world. Outside I RER, ¥ Tk, PEBEBTE RS HE
of China, most people G T 5 G T WY, kR
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start their shopping intentions with a search on Google. In China, Baidu is the
primary search engine. But Baidu blocks results from the biggest marketplaces Wi KIEBE RS2, Hik, fER s

al

Tmall and Taobao, due to the fierce competition between the companies. b o o A S
Because of this, many Chinese shoppers start their searches directly on mar-
ketplaces instead of on the country’s largest information search engine. Hence, P45 3H B

promotions on marketplaces can be considered as more efficient.

0 I o) | 45 P - = R v o ol £
Online sales standards MY RE, BAEREAEZNER, —SETF
i 55 - & e At DLAR T4 A% B AS s i o B B 28

For Swiss companies, selling online can be a good way to enter the Chinese BRI E RN R, XA B A B A

market, as it is the easiest way to enter. Some marketplaces provide a relatively geE il St TCP i B v v s 2k
low-cost method of selling products to a large customer base. This also has Heor 18 bl g5, bl % 1Y)
the advantage of circumventing the need for an ICP licence and domain-name fﬁ (GRAGIEEPS RO PSR Vi AR SVNENEA T
registration in order to do business in China. T e SEBLOT RS R ALE, BAS BT
Once the online business has been set up, the company needs to be aware of 5] ) BAS B AE N RO DT AT e A LGB . AP
the logistical and regulatory situation. The entry of all goods, including parcels 5], AR S5 B SRR — A AE PR B =K

shipped to China individually, are dutiable according to the stipulations of N5 RALES, KALE TF 2 A wlAEH E B
“Dutiable Value of Entry Goods” of the People’s Republic of China. In China, it IR R,

is usual that goods bought online are delivered within two to three days. This is AT RPN A B G P R 55
the reason why many companies have their own warehouses in the country. AR R STECR A BT . SR A
Standard return policies have had to be revised in the e-commerce world in an iHBE MR P A se H RS, IR R
effort to protect consumer rights in China. Due to consumer demands, sellers FEMI Sy, 15 B T AR R R A
are required to issue an invoice for all transactions. If there are any complaints, M3 BAERJUE . BESh, IHBEE =L
the customer is able to use the provided e-shopping receipt to prove the H YR OB 40 BRI AR, B0 28 1 9035 W S 5%
transaction occurred. Furthermore, the consumer is now allowed to return the R H R AEBIA, 1 33 Al DL A IR K
goods within seven days and without any particular reason. Product warranty Mty e, PRI a5, =AY H 2
applies if a product malfunctions within seven days after purchase: a customer PR

may request a refund, replacement or repair. Depending on the product, the

warranty is guaranteed for a period of three months to two years. im Bl RYEW
Recommendations for Swiss SMEs PR A SLAE TR AR T AN,k

AP ETTSR BT g AN, Bl #l b
Entry into China can differ greatly depending on how a company wants to 1Z BT HI T 32 e A HIAS [l T2 T P 25 N8 — R ]

be present in the market. All companies should consider a range of options P, I DA I i Al il it ) s L5 256
from the different alternatives that exist for market entry before selecting the T35 5 B OOz 5w, Al X T ki
one that is best for their strategy. Due to the language barrier and cultural BEA TR VAGE R B T3, SEAT X B H
differences, marketing strategies should be adapted for the Chinese market so F e o Aol AR ™ it 0l 554 8 Bl M 3
that Chinese customers can be targeted in an effective way. Product and service IR AT RE R G DAL B L m S P G, LA EE
descriptions should always be translated into Chinese, and if possible a website XTE@%H’J TN P R Allad e PR 2]
hosted within Mainland China should be provided, in order to target the right Vi W I FE
Chinese customer. Companies also need to offer mobile shopping possibilities. fof L L S o B R 10 55 T S ) L%
Alibaba is the clear leader in the Chinese e-commerce market. Many VF 2 5040 i i FOR B olb A TA R 13X — i
famous brands and big companies have recognised this fact, and are now Tl ) SR 2 . F— Ui,
selling their products via Taobao or Tmall. Another factor is that companies B X e 55 B Al ade AT DABSOR 1 52 i ol L
using these platforms can heavily benefit from the existing traffic on Alibaba’s EEWXEEE ERRAFmE, Bk 2014
marketplaces. The three platforms - Alibaba, Taobao and Tmall - had 795 FI2A, MEEBE, WEMRME=KTA
million estimated visits in December 2014. Alibaba’s marketplaces are ViR w27 7.95 12, FEREERTF5AE
constructed in such a way that customers feel trust because product ratings are Ji B EL A 0 936 (e AR e PR IR 38 nl LAY
provided. Broad customer care and online payment solutions are also offered, R EAT PSR, BbAh, BB IR
which significantly increase customer trust in Alibaba’s solutions. © RiEZ B fl7rs, awRRRes 1 ANTR
o] B L EL - 5 ) £
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