
The News and Intelligence You Need on Luxury

RETAIL

Success in  China is understandingSuccess in  China is understanding
consumer ecosystem: L2consumer ecosystem: L2
May 19, 2017

Due to government regulations , Chinese consumers  use entirely different digital services  than the wes tern market

 
By DANNY PARISI

NEW YORK Luxury brands must understand that entering into the Chinese market requires more than just learning
the language, it requires knowledge of an unfamiliar consumer ecosystem that is much different than what
marketers are accustomed to in the West.

Speaking at the DLD NYC conference in New York May 12, L2's head of APAC research spoke about the Chinese
shopping landscape and the stark ways it differs from other countries. The biggest difference is in the digital
platforms Chinese shoppers use to purchase products.

"It's  a completely different ecosystem," said Danielle Bailey, head of APAC research at L2. "Here in the United States
we think of our brand site as the hub of our digital content.

"In China your brand site isn't that," she said. "It's  usually on etailer sites that that happens."

Great firewall
The biggest difference in the Chinese consumer market to the rest of the world rests behind what is called "the great
firewall." The Chinese government blocks many of the most popular sites that consumers use to search and shop in
the rest of the world.

Chinese citizens do not have access to Google, YouTube, Facebook, Instagram or Amazon, along with a host of
others.

Brands need to get used to using the popular platforms in China if they want to connect with Chinese consumers.

Instead of getting most of their brand interactions from social media, Chinese shoppers spend a lot of time on
ecommerce platforms. The two most popular are Tmall and JD.
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Tmall

Tmall does not hold much inventory, acting more as a platform for other retailers to sell their wares. What it does
have is an entire ecosystem of services and types of content it hosts where users can share posts or watch television,
for example, among a host of other activities.

JD is similar to Amazon in that it holds its own inventory and it is  where a lot of customers buy the things they need.

The Chinese market leans very heavily on ecommerce, more so than in-store by some measurements. Additionally,
the market is heavily mobile.

"The Chinese market is very mobile first. Almost three quarters of purchases are done on mobile, far past desktop,"
Ms. Bailey said. "Seventy-two percent of sales were mobile and 28 percent desktop in Q3 of 2016.

Ecommerce boom
The growth of China's cities has supported strong investment into the luxury property sector worldwide. While the
rest of the world's properties have seen instability in price rates, investment into the luxury market has been strong
this year (see story).

This means that luxury brands have even more incentive to market their products there, though they will have to
navigate the potentially confusing new landscape.

A big part of Chinese marketing is on WeChat, which commands a huge audience.

JD

"WeChat is a sophisticated advertising platform," L2's Ms. Bailey said. "It was hard to advertise on it before but they
made it easier to start.

"You can put ads out there, and if an influencer decides to use it, they can do that through the platform," she said.
"Luxury brands really love this because it's  a closed environment and can kind of replicate print in a way."

Influencers also play a key role in Chinese marketing, particularly when it comes to luxury brands.

"Givenchy sold an exclusive version of a bag through WeChat and they sold out in minutes," Ms. Bailey said. "The
same influencer, Mr. Bags, is  now working with Burberry.

"These influencers can set up their own storefront through WeChat."
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