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—-Commerce

Swiss companies in both B2B and B2C sectors
have much to gain from China’s large and fast
growing e-commerce sector.

by Mark Andrews

China is the world’s largest e-commerce market. Retail sales online in 2015
amounted to US$589 billion an increase of a third over the previous year.
This year’s Singles Day online shopping sale on November 1 managed to
surpass the sales of the US’s Cyber Monday in less than two hours. Sales
reached a staggering $17.8 billion. With offline sales growth appearing
sluggish online transactions made up 13% of total retail sales last year and
they are growing at nearly three times the rate of traditional retailers.

Unlike more developed countries China still has a far more fragmented
retail market with major chains often confined to only the most developed
cities, with a corresponding lack of consolidation amongst distribution
channels. Weak bricks and mortar services along with an increased access
to information, has created consumer demand for products which in many
lower-tier cities are simply unavailable or very expensive to purchase.
E-retailers, particularly Taobao and Tmall from Alibaba, have filled that
void and are now easily available to the 720 million consumers online, who
securely purchase with online payment systems such as Alipay, China’s
equivalent to Paypal.

Going mobile

Chinese are culturally very hard working and with this comes less time to
go shopping. The convenience of ordering online has become part of the
Chinese lifestyle, and with deep smart phone penetration in the country
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that means shopping is increasingly on mobile
platforms. Of the US$17.8 billion raked in by
Alibaba on Singles Day, 82% of the purchases were
made using mobile devices. “E-commerce in China
is definitely among the most advanced globally,
because the Chinese have bypassed the PC stage,
and these days everybody has a mobile,” says Wong
Siew Loong, President of Kuehne + Nagel’s North
Asia Pacific Region.

Benefit of being Swiss

For Swiss companies this offers a unique advantage.
Critical to growth in e-commerce is overcoming
the distrust of locally produced goods and Swiss
products have a good reputation. “Swiss companies
do have something that works for them: strong
country branding. Chinese consumers associate

Wong Siew Loong
Kuehne + Nagel
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Switzerland with a clean environment and superior
quality,” says Tong Li, founder and CEO of Yoopay, China’s leading event
management e-commerce website.

This is not just true for the consumer goods segment; it also provides
opportunities in B2B in which the large Swiss SME sector excels. “Chinese
companies now are looking for better parts and ingredients from suppliers,
especially in the chemicals sector. E-Commerce is making it much easier
and quicker for them to acquire the right product they want, and there will
be a tougher time for trading companies going forwards, as Chinese firms
want to go straight to the producers,” says Wan Yuchen an analyst at China
Market Research. “And most e-commerce platforms still focus more on
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Smooth melting Lindor from Switzerland,
special prices for SwissCham members.

Please contacl Mrs Zhou for details: linazhou@sinodis.com.cn
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the consumer market, so it makes it comparatively
easier for foreign companies to do well in the B2B
space.”

There are a number of key differences between
the B2B and B2C models. “A B2B model prioritises
key products and works to ensure a reliable,
trustworthy supply chain,” says Daisy Song, CEO of
Fields, an online supermarket. “Whereas with B2C a
seamless experience is the most important element,
service reliability is the most important for B2B
with other requirements such as financing facilities
playing a significant role.”

With many Swiss companies being SMEs
concentrated on manufacturing, developing an
online strategy is becoming essential. “Foreign B2B
companies need to localise for the Chinese market,

Daisy Song
understand how to operate in China and deliver Fields
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what Chinese companies want,” says Wan. “In many
cases, because of their cross-border experience,
foreign companies have better opportunities than local players, as they have
more global perspectives and footprints.” Lucas Rondez, CEO of Hangzhou
Boru Network Technology Co. Ltd, creator of the popular Nihao app, agrees.
“People here can’t always manage to find everything they want in China.
This can bring a lot of opportunities for Swiss companies because Chinese
consumers are now looking for quality products and ones that can only be
found abroad.”

What model?

The type of business model used for the Chinese market also has a large
impact on the bottom-line success of an e-commerce programme. “To be
successful a business must have a sustainable business model. However,
many e-commerce companies operating in China rely too much on a
discount-led incentive model,” says Song. “Fields chose a consumer-
oriented model where it focused on meeting the demands of the customer.
This meant focusing on a good product range, quality, traceability and
transparency.’

In China, setting up an e-commerce gateway typically consists of using a
basic website, a mobile optimised website, an app, or a store on WeChat or
Tmall. There are also social media platforms such as Weibo and WeChat that
allow purchases to be made whilst engaging with current
and prospective customers. The route chosen is largely
dictated by whether the company is in the B2B or B2C space,
but, whichever, mobile is increasingly critical. In China 630
million people access the internet via their phones making
mobile the dominant area when it comes to B2C e-commerce.
“To be mobile is essential, but not necessarily by an app, a
mobile version of a website works pretty well as it can be
linked to a lot of platforms like WeChat,” says Rondez. “To
go the app route is costly, but it does make the platform look
more credible and serious for people here,” says Pauline
Houl, CEO of Club Elysee, a specialist online sales website
that offers European luxury fashion to Chinese consumers at
bargain prices. “Unless an app has a clear benefit for people’s
everyday lives they are unlikely to download and install it. It
is often better to just have a responsive website.”

Another route that some foreign companies are finding
productive is working with local partners. This may simply Cédric Antonio

be operating with local agents in China to better handle the ~Collége du Léman Sarl
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local bureaucracy and culture as does the Swiss international school, Collége
du Léman Sarl. “Parents of pupils prefer to use local agents as they can
help with the paperwork requirements,” says the school’s senior marketing
& communication manager, Cédric Antonio. “Adapting to the country’s
policies concerning online barriers such as the blocking of Facebook and
other social media platforms, can be challenging in the sense that you
cannot communicate as easily as you do in other countries. Also, you cannot
simply lift your offering from another market and make it work in China.
The internet in China simply does not work in the same way as in the rest of
the world. Not just because some internationally used websites are blocked,
but also due to local market preference for certain social media channels.
Collége du Léman uses its local partners to overcome these communication
problems.”

In the B2B sector, a good example of a successful local collaboration is
Swiss company Dividella. “Dividella is a medical
equipment manufacturer that partnered with a local
Chinese company to sell into China giving them
access to their local partner’s sales channels,” says
China Market Research’s Wan. “The key thing for
foreign companies is to combine their advanced
technology with local know-how”

One such area in which local expectations are
different is delivery times. Unlike in many developed
countries consumers are not prepared to wait
anything more than two or three days for delivery,
and expect to be able to track the progress of their
delivery. This puts pressure on logistics firms to
meet these tight timetables, but offers opportunities
for Swiss companies, that excel and have a strong
reputation in dependable logistics services.
When it comes to perishable goods this is even
more important. “Established standard operating
procedures across the chain are imperative,” says

Lucas Rondez.
Hangzhou Boru Network Technology
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Fields’ Daisy Song. “This includes the design of
the warehouse, multi-level temperature control and a complete cold chain
solution, the packing environment, the kind of packaging used and efficient
delivery shifts throughout the day. There are obvious attractions to the
Chinese market of Swiss food producers because of Switzerland’s reputation
for a clean, well-regulated environment, but getting the supply chain right is
still a crucially important element for successfully selling food by e-channels”
Of course the Chinese market is very competitive, but for Swiss
companies who get it right the rewards are substantial. So far, foreign
companies with a reputation for better quality (and more expensive) goods
do appear to be doing well in China’s fast growing e-commerce market. And
the money to be made is mouthwatering. This year’s Singles Day underlined
the willingness of Chinese consumers to purchase from foreign companies
when 37% of purchases were made from international brands or merchants:
that’s US$6.6 billion of sales in a single day. o
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