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Recommendation
E-commerce has evolved in China, giving birth to an emergent new retail market. Lessons abound in the complex and entrepreneurial ways that Chinese companies responded to challenges, such as COVID-19, with innovation and customer centricity, say writers Winter Nie, Mark J. Greeven, Yunfei Feng and James Wang. Showing optimism for growth in this new market, the authors urge global business leaders to seize opportunities for disruption.

Summary
China’s “new retail” business leaders disrupt the status quo and embrace innovation.
China represents significant market opportunities, and global executives can learn from the evolution of China’s retail landscape. With a retail market valued at nearly $6 trillion USD, multinational corporations rely on China for a significant percentage of their revenues. For example, China is the second biggest market for L’Oréal; Unilever gets 16% of its revenue from China. Consider companies dominating and disrupting the Chinese market and the status quo. These retailers have different mind-sets than those of the past.
The app WeChat, for example, offers social media, e-commerce, online games, mini-app creation programs and instant messaging. WeChat prevails because customer centricity is foundational to its business model and innovation strategy.
“New retail formats are continually emerging, and disruption to the old paradigm is the new norm. China’s new retail landscape is all about innovation.”

During the COVID-19 pandemic, many Chinese retailers transitioned their business models to e-platforms. For example, the pandemic forced Chinese retailer Peacebird to close its 4,600 stores by 2020, but the company thrived by focusing on its online shopping platform, Taobao. Successful Chinese retailers vest in flexible long-term planning and innovative digital responses to challenges. 
Entrepreneurs taking strategic risks drove China’s e-commerce boom.
The internet entrepreneurs who led the rise of e-commerce in the 1990s were founders with total control of their companies. For example, in 1999, Jack Ma launched Alibaba with the goal of creating a B2B e-commerce platform that served small and medium exporters, entrepreneurs and manufacturers, by connecting them with global buyers. Next, he launched the platform Taobao, one of the top three Chinese e-commerce enterprises today. As a founder, Ma had the freedom to grow Taobao without profitability for 10 years. Entrepreneur Liu Qiangdong launched JD, an Amazon-like platform for selling electronics products in China. He took risks that enabled the business to thrive: Liu chose to subsidize manufacturers and consumers in the early stages of launching JD to compete with companies then dominating the industry – Gome and Suning.
“We normally ask questions of profit and loss but perhaps a more important question is: What is your risk tolerance and how much are you willing to lose? ”

Qiangdong and Ma understood the importance of nurturing their businesses in the start-up stage, as they worked on boosting traffic. Taobao successfully implemented localization strategies to cater to the growing Chinese market and created a platform that made buyers and sellers dependent on one another by catering strategically to both. Entrepreneurs like Liu and Ma succeed because they combined a high risk tolerance with strategic vision.
Diverse express delivery approaches support China’s e-commerce market growth.
Growing demand for e-commerce fuels the new retail movement and ushers in a revolution in express delivery. Companies dominating the market today, such as Alibaba, Cainiao and JD, owe their success in part to the entrepreneurial approach of those in the express delivery sector and the workforce making deliveries on the ground. 
Many of the companies in this sector have founders from Zhejiang Province’s Tonglu – nicknamed “the hometown of express delivery.” Companies with origins in Tonglu leveraged the power of social connections, creating jobs for relatives, classmates and friends while overtaking half of China’s express delivery market. While competition is rampant in this sector, there’s room for diverse logistics approaches due to urban and rural discrepancies in economic development and transportation infrastructure and China’s population of 1.4 billion. 
“Even though there are dominant players, and it seems that there is no more space to develop or expand, there is always a way to find a gap. Nothing is cast in stone in China e-commerce landscape.”

While e-commerce companies Tonglu and SF use third-party delivery services, Suning and JD employ a vertical integration model by creating in-house logistics. Jack Ma created “a smart logistics network” for Alibaba’s Taobao. 
Ma established the Cainiao group with the goal of performing “24 hour delivery within China and 72 hours worldwide.” The company achieved this by partnering with local convenience stores and unifying the billing formats all the different express delivery companies used to reduce system costs. Successful e-commerce companies understand that couriers represent their business, as they’re often the only human touchpoint people have with their products. Those that thrive ensure that delivery person pay is reasonable, providing couriers with dignity and respect. 
Moving forward, delivery companies should invest in digital transformation strategies. Chinese companies have the competitive advantage – with SF, for example, investing more in R&D than companies such as FedEx.
The era of new retail in China coincides with the move to a cashless society.
China is increasingly cashless: Nearly everyone – even those living in poverty – uses his or her mobile phone to scan QR codes and buy goods and services that range from small purchases at fruit stands to taxi rides. Companies such as WeChat Pay and the Alibaba group’s Alipay emerged to solve payment challenges. Customers used to have to navigate the payment systems of various banks, which created a cumbersome infrastructure for e-commerce platforms. 
In 2011, Alipay obtained government permission to solve this problem, obtaining a license to operate its third-party payments, and by 2019, it dominated over half of China’s mobile payment market. Many in China didn’t have credit with traditional institutions, so Alipay triggered the creation of financial services such as Ant Financial’s Ant Credit Pay and the loan service Ant Borrow. Jack Ma and other Alibaba co-founders own over three-quarters of the shares of Ant Financial. Users with mobile banking apps such as Alipay and WeChat Pay can borrow and manage money, earn interest and make payments from a single platform.
“Many people shun wallets nowadays as a cashless society is increasingly becoming the reality.”

WeChat Pay and Alipay owe their success in part to their extreme efforts to win customer trust: For example, Alipay told customers that “if anything goes wrong with your transaction, we pay.” Multinational companies could glean a valuable lesson from the customer centricity of Chinese mobile payment companies, which strive to make their services more convenient and user-friendly.
China’s unique social media ecosystem catalyzed the growth of new retail.
In China, the social media ecosystem is akin to a “parallel universe,” due to government policies that result in the lack of virtually any foreign companies. In China, acquaintances, relatives, colleagues and friends connect using WeChat. Strangers connect using Weibo and consume information related to entertainment, news and gossip, while getting the opportunity to express themselves through their own “micro blogs.” People interact with influencers and thought leaders using Xiaohongshu. These different platforms serve to trigger the growth of new retail. Influencers recommend everything from luxury cosmetics to travel destinations using Xiaohongshu. Western luxury brands harness the power of this app through strategically partnering with powerful influencers and celebrities.
“Without social media, some of the new retail formats may not have emerged at all, or certainly not at the speed they have.”

Social media creates consumer behaviors that shape new retail models. For example, people now read or watch online reviews on social media before making purchases of many goods and services. China’s social media platforms have radically altered the traditional top-down information flow brands use to advertise, with apps such as Weibo encouraging everyone to share their opinions.
China’s new retail movement is occurring in five arenas.
New retail in China evolves in the following five arenas:
	Catering to location-based lifestyle needs – New retail businesses cater to millennials and the emerging middle class, who are increasingly making lifestyle-oriented purchases. Apps such as Meituan facilitate consumers’ diverse needs, giving them the power to seamlessly rent bikes, book restaurant tables, and buy train and movie tickets from a single platform.
	Transforming the fresh foods market – Apps such as Hema succeed by integrating online and offline grocery shopping. Consumers can scan QR codes to trace the life cycle of their products; farmers in China now use the platform MAP (Modern Agriculture Platform), which helps them modernize their farms and provides information to consumers.
	Embracing social e-commerce – Chinese e-commerce companies cater to price-conscious consumers and those without much buying power. For example, the platform PDD offers more economical group-buying options, JD’s platform Jingxi offers lower prices than JD, and Alibaba caters to the elderly and residents of less wealthy cities via its app Taobao Special Edition.
	Harnessing the power of celebrity livestreams – Chinese customers no longer turn to brands as their main information source about products, but rather to celebrity livestreams. Consumers view celebrities as filters and trustworthy sources of information, making them integral to new retail companies’ marketing models.
	Creating the ultimate customer experience – Successful new retail brands do more than fulfill material or functional needs – they fulfill emotional needs as well. For example, fans who connect to pop stars and project their own desires onto them are more likely to buy their products. In China, generation Zers support an emerging “idol economy,” and consume an abundance of products, such as anime and comics, that support their favorites. 

Three main companies are central to China’s e-commerce ecosystem.
These companies create the infrastructure shaping new retail in China:
	Alibaba – As one of the largest and highest valued retailers globally, the Alibaba group built many of the online trading platforms integral to e-commerce.
	Tencent – Originally viewed as a gaming and messaging company, Tencent has proven versatile: It has a 15% stake in China’s retailer JD, a 16.5% share of social commerce platform JDD and a 20% share of Meituan.
	ByteDance – ByteDance helped spur the rise of many of China’s biggest celebrities through business ventures such as the social video-sharing app Douyin/TikTok – currently the highest valued start-up in the world.

Global businesses can glean valuable insights from China’s new retail transformation.
There are growth prospects in the “sinking market,” or lowest tier of the economy; international tensions between China and countries such as the United States slow the globalization of e-commerce, prompting more competition in the Chinese market. Increasingly, popular Chinese lifestyle brands compete with multinational corporations, such as Estée Lauder; social media and video-sharing platforms gain artisans more attention than ever before. China will continue to vest in the traceability of its food and food security to avoid public health crises such as avian influenzas.
“We think China is leading the pack in the practice of new retail.”

Surplus food stores are emerging as new business models, selling produce that has nearly reached its expiry date – foods that traditional supermarkets don’t stock. 
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