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Agenda for this morning

1) Digital retail

What are the current trends shaping the retail sector and customer
behavior?

«  What is the role of customer insight in retail today?

2) The Platform Economy and Retail

« Why are digital platforms increasingly popular amongst consumers?

« How do platforms built their competitive advantage on the use of customer
insight?
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Aalto University

Digital Retail



Retail has undergone a major digital
transformation during the past century
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Accordingly, many are trying to "grab”
share of the retail value chain
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Most importantly, customer insight has
been infused into retail business

BRAND CAm P by Tom Fishburne
EVOLUTION OF RETAIL
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“‘customer experience, in addition to a value
proposition centered on

, has become the
deciding factor for success in the sector.”

(Hanninen, Mitronen & Kwan, 2019)
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Digitalization is enabling customers to
fulfill different consumption needs

IMMEDIATE
CONSUMPTION

Impulse

STOCK UP FILL IN
Looking for Deals Need Specific Items

DISCOVERY

Browsing

Store Choice Drivers: Store Choice Drivers: Store Choice Drivers: Store Choice Drivers: Store Choice Drivers:
+» Lower everyday prices | | » Find & buy items « Could get to store « Unique products « Convenience
vs. other stores quickly quickly « Atmosphere is < Location
« Regular routine . Pretg;reg store for . ltemls for spetcmc inviting « Find & buy items
« Carries all of the SPEGIHE Hets HiCatal SyE « New & interesting quickly
products [ want « On my route » Find & buy items products

« [tems typically
consumed within
» Most deal driven minutes of purchase

« Needed items on sale | | « Not looking for deals quickly

Bemis Company (2018)
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As such, customer journeys are
increasingly complex

‘: [ ] "\
@ socm"menm ,/ @
fo— a‘ < Y
o vgaeo g
TELEVIS

Mggtte DISRLAY .
LEVISION t
RADIO

Smartrevenue
A Aalto University y @mikkomax

m www.linkedin.com/in/

mikkohanninen



This makes managing customer
experience extremely complicated

Mobile Coupon Redeemed

© ®

126K
2 26K

Mobile Coupon Sent

©

2.6K
W 83K

@ 4 10.9K

Email Coupon Sent Email Coupon Redeemed

® o €

In-Store Checkout

% _©

1K
3.6K 1K
13.1K W 48K 2 1K
49K 2 5.8K
2 21.6K

Reward Sent
Reward Redeemed

@ e-Checkout after Coupon

(o
(©) 3.6K

4 36K

e-Checkout after Reward

Event Logend

Pointtillist

A Aalto University

¥ @mikkomax

www.linkedin.com/in/
" mikkohanninen



A large innovation has been the use of
customer data to understand needs of
Individual customers

Segmentation Individual needs

T VS
A
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So how is customer insight changing
customer behavior?

Consumption is....
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Online retail is enabling customers
have increasingly personalized
shopping experiences

Ecommerce share of total global retail
Data projectioned for 2018-2021

17.5%
15.5%
13.7%
10.2% A%

2017 2018 2019 2020 2021

Shopify
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At the same time digital business
models have raised expectations of
customer experlence to hew hlghts
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For example, DTC business models
enable customers to bypass the retailer
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Example. P&G and DTC competitors

Unbundling Procter & Gamble
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Brands are engaging digital solutions
to create more experiential business
models
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Thus, digital technologies will further
reshape the retail landscape in the future

2021 70%

INTERNET OF THINGS

Glving a digital voice to
people, processes and things
to Iimprove the customer
experience, enhance supply
chain visibility and expand
revenue opportunities.

(P

2021 68%

MACHINE LEARNING /
COGNITIVE
COMPUTING

Analytics and predictive models
to help retallers personalize
customer experiences and
enhance Inventory demand,
forecasting and visibllity.

RETAILERS CITE THE TECHNOLOGY TRENDS SHAPING THE FUTURE
PERCENTAGE OF RESPONDENTS PLANNING INVESTMENTS BY 2021

2021 57%

AUTOMATION

Automation for packing and
shipping orders, inventory
tracking, checking In-store
Inventory levels and asslsting
customers In finding items.

Forbes (2017)
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Some frontrunners have been able to use
technology to rejuvenate their business

-

Rapha, Brewer St. Nike Town, Oxford St. Primark, Oxford St.
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However, particularly the digital "giants™ are
also ready to make the leap to future
technologies

Number of acquisitions, private placements
by Chinese, U.S. internet titans since 2012

CHINESE 4 u.s.

Baittmm _@MWWIW 7 W vuon facebook
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Google, Apple investing heavily in race for Al

Augmented/ i [ { ‘ ’ ‘
virtual reality : J A
g

Alibaba, Amazon battling for control of future of commerce:
frictionless, on-demand shopping

Automotive \ ‘ ‘
technology

Cloud

u.s. mvestmem in cloud software - led by Google, Microsoft
- aimed at extending global enterprise dominance

..... 103 IE3 ] N I N I I

Consumer investments remain heavy focus
for both U.S., Chinese giants

As of second quarter of 2017 Source: S&P Capital 1Q
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In the future technology, data and
customer understanding are largely
present in retail business models

DATA
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Thus, traditional players need to react and

stay on top of the competition

Macy's is making a move that signals the death of
department stores as we know them

B LT T —

Walmart wants us to believe it’s tuming into atech company

Its latest and new ser the retaier’s continued g a tech-focused
business.

Th this week. M and’ dacio hip—that
C% s bigg cloud M CEO Satya Nadelia told the
Wl Stree. the yis's COore” o this deal. Then The Information

Tesco Tesco trials ‘shop and go' appiin till-free

store
Retaller says It will consider expanding scheme - but some
shoppers may simply not pay
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Tesco ks trialling new “shop and go” technology that allows customens to

scanand pay for thelr groceries on thelr smartphone and then walk out of
the store without visiting a i,

The retaller s using staff a1 its Welwyn Gasden City headquarters 25 gulns
plgs for the service i 2 purpese-bullt Bxpesss convenience stare an the site
Tesco hus installed the app, Sean Pay Go, en the mobdles of 100 stff who e
able to use it to scan barcodes and then pay for thelr shopping.

Traditiceal beicks-and-mortar retallers are investing in new technology i
they try 10 keep pace with onlie rival Amazon, whi mate)
jence store in the US earlier this year. The Co-op has abeady

o

Introduced pay-in-the dsde technology, while Saleshury's tested 2 simily
P in 2017,
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Many retailers have already lost the game
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Aalto University

The Platform Economy and Retail



IThe Digital Platform Economy] has led to
radical change in

, and compete
for the resulting profits.”

(Kenney & Zysman, 2017)
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Central to the platform economy is the
mediation of exchange between
consumers and independent providers

PRODUCERS
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“digital platform
among firms and/or individuals that may not
be able to transact otherwise.”

(Mclntyre & Srinivasan, 2017)
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Central to platforms is customer
understanding and big data

PRODUCERS CONSUMERS
EN
Creators of the platform’s \ Value and data exchange and feedback Buyers or users
offerings (for example, of the offerings
apps on android)
Dy
Interfaces for the platform PROVIDERS
(mobile devices are
provders o Ancroid) BT controte o platorm e
and arbiter of who may
PLATFOR participate and in what ways
o (Google owns Android)

van Alstyne et al. 2016
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“transaction data are one such factor that

, and we expect that
data generated through digital platforms will
form an even greater competitive advantage
In the future as these platforms can collect
data from a with
their user base, both online and offline”

(Hanninen, Smedlund & Mitronen, 2018)
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Generally platforms differ from other
business models in terms of assets and

resources

TRADITIONAL VERSUS PLATFORM BUSINESSES

Structure Asset Heavy Mixed Asset Light
Traditional
Organizations,
Value Chains and
Physical Assets oy

? -\ Q
Platform - ; :
Ecosystem
Example e ;
(ompgnies @ m . amazon Google airbnb
Platforms PREDIX (o= Dippsioe etratler.. B Googe -/ [\airbnb

Source: Global Platform Survey, The Center for Global Enterprise, 2016
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As such, platforms can achieve high
margins and profitability

]UST
EAT

Business Model
Elements

Sainsburys  Walmart amazon

Traditional Retailer Starting to Evolve Hybrid Ecosystem Pure Play Platform
Orchestrator

0.3x 0.5x 4x ox

Price to Sales Ratios, April 2018 Simon Torrance (2018)
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Platforms also leverage ecosystems

Apple's Business Ecosystem (Excerpt)

Aggie Sxre
Logiasc Patrees
g INT, \PS
2

Jan Schiedgen (2013)
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“an ecosystem generally refers to
that depend on each other’s
activities.”

(Jacobides, Evans & Gawer, 2018)
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Example. IOT - Ecosystem




Example. BMW ecosystem

Connected Car

WHO ARE THE PLAYERS?
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Example. Smart City ecosystem

NextGen
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Platforms can be separated to
transaction, innovation, integrated and
investment platforms

PLATFORM COMPANIES BY TYPE
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Thus, platforms can be found in many

parts of the economy

PLATFORM CATEGORIES AND COMPANIES
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Also the sharing economy has emerged
through digitalization and the platform
economy

Collaborative CIR

European Commission




Ideally platforms reduce transaction
costs for buyers/sellers

[ Build |
/ W
provider '

eeeeee
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Accordingly, in many sectors the
sharing economy has a major role

SHARING ECONOMY SECTOR AND TRADITIONAL RENTAL SECTOR PROJECTED REVENUE OPPORTUNITY

SHARING
ECONOMY SECTOR

TRADITIONAL
INDUSTRY SECTOR

[ A
-
®
On-demand "
staffing

rental

Media of Online
streaming - ~. i
\\\!
Shared " P R
mobility s rental
i \
| |
|
s / Hotels &
ospitality X s accommodation

Peer-to-peer &
crowd-based
financing

06 e -

Book rental ‘ '

Revenue for all ten sectors: US$ 255 billion
Revenue for five Sharing Economy sectors:
USS$ 15 billion

Revenue for all ten sectors: US$ 670 billion
Revenue for five Sharing Economy sectors:
US$ 335 billion

Figure 3: lllustrative revenue potential across five traditional and Sharing Economy sectors; Source: PWC - The Sharing Economy
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In the future the sharing economy will

Morgan Stanley
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A few examples of digital platforms

a ORakuten

. "_: ». UBER I wR
I g )

Coworking Space - London

Rides on demand. Let’s jam.

B g\ - 4 (‘ | A
Clif-lsl- Ml « )Alibaba.com e
£~ Global trade starts here." W
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”The platform evolution” has made
platforms extremely valuable

businesses

P

f

4 amazoncom 4 Google + i

= over $3.0 trillion

, @mikkomax
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Most platforms are found in the US (and
China)

Valuation Multiples Origins of platform-
(Average Price-Sales Ratlo, US & Europe top 500 listed companies) b a Sed busine sses

0 2x 4x 6x 8x 10x

Digital Platforms #

Biotech [0
Software [

B

Financial Services
Automotive L

© New Growth Playbook, Simon Torrance 2012 Source; Center for Global Enterprise, 2016
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Compared to Europe, China is taking
the lead in digitalization

European enterpriseslosing

market share to US and China
Regional share of Market Cap - Global Top 100 Companies

12000

+49%
— )

10000 /_/
8000 ~

c /

@ 6000

w

—-—

4000

2000 ——— : — —+13% ‘

2011 2012 2013 2014 2015 2016 2017

Simon Torrance (2018)
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Indeed, in Europe there are only a few

£

Delivery Hero

()

“major” platforms
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In Finland, there are also only a few
examples of platforms/marketplaces

. : . '.: ' .- . ‘

| — | - 4 - ’ -
'\rl 2 | i B 2 3 e 4 2
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Find clothes that fit.
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Example Timma. Marketplace in the
beauty industry

Parturi-kampaamo Rita Juvonen Shine Hakunila m - =
Kontulankaar 1 - Xeatuls Laskarinen 6 - Hakuni
(43) - Sewraava aka 1andan 1430 (16) - Sewraava alka tndan 1430

o
an
Helsinkl
........
[
|
+
— R —
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Example Zadaa. Marketplace for used

clothing

Find clothes that fit from people
who share a similar size ond style.

How it works.

)

Buy and sell qudlity clothes, shoes
and other accessories.

'“ Vow uamesten a8 WA b | o s e

\ )
Pay safely inopp ond receive
payments directly to your bank account.
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Platforms have become popular
shopping channels amongst
consumers

Amazon Nearly Doubles U.S. Prime Members in Two Years Tech Wl Chart of the Day

Estimated number of Amazon Prime members in the United States

Amazon's Long-Term Growth

Amazon's revenue and net income from 1997 through 2015 (in billion U.S. dollars)
Average spending per year

Prime members NG $ 1,300

@ Revenue @ Net income

90m

Non-members [N $ 700 B0k 85m $120b
74m
$100b
63m  65M
58
54m 4 e
47m 5
41m 44m o
$40b
$20b
0 —e—O0
Sep Se,

Mar Jun Dec Mar Jun Sep Dec Mar Jun P -$20b
2015 2015 2015 2015 2016 2016 2016 2016 2017 2017 2017 1997 ‘98 '99 ‘00 01 02 ‘03 ‘04 ‘05 06 ‘07 ‘08 09 10 ‘11 12 13 14 2015
9@(@" Source: Consumer Intellgence Research Partners statista®a BUSINESS INSIDER \ i statista%
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What benefits do platforms deliver?

Customer engagement

ik

g

Internationalization Business growth
Aalto University y @mikkomax
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As such, many retailers are moving
from resellers to intermediaries

tori.

Verkkokauppa

TODENNAKOISE! HALVEMPY .cam

5 STOCKMANN

Reseller
Aeipawiajuj

Walmart =¢ amazon ORakuten
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Many traditional player is also
balancing between this axis

—
Suomalainen kauppalegenda
siirtyy Amazonin malliin - avaa
verkkokauppansa myos muille
myyjille

~ jontaa avaamala se
ARTMREL) b tavaratalossa jo ka
v mutta alusta on avoin kaikille Stockmannin yrity
f sopiville twotteille
N
Markkinapaikka on Stockmannille uutta digit evoimintas, silld alustalle
- tulevat yritykset maksavat tavaratabokonsernille komissiota myynnistisn
mn
=

3l XS Lelujen tuotveita, X

tavarataloissa

Waimart

Walmart's marketplace items get free 2-day shipping,

Tesco shuts its non-food website, Tesco
Direct

500 jobs at risk as company concludes it cannot make the loss-
making arm profitable

-

Tesco is shutting down its clothing and homewares website Tesco Directin a
surprise move that puts 500 jobs at risk.

Staff were briefed on Tuesday afternoon about the decision to close the loss-
making website which was the supermarket giant’s attempt to take on Argos
and Amazon by selling everything from sofas to TVs and toys.

Tesco admitted it couldn’t see a way to make the website, which launched in
2006, profitable. As a result the retailer said approximately 500 staff were at
risk of redundancy.
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Globally, there are many retail
marketplaces for consumers
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€2

amazon

®ORakuten

Alibaba Group
P B0 PO = (7l
Business model "Pureplay” marketplace Business model Hybrid marketplace Business model “B2B2C”
(850 logistics facilities, marketplace
MWPVL)

,\GAMth(Gnrg.ss o $550 billion GMV (Gross $260 billion GMV (Gross $117 billion
Eet'c at '32%1: ue} Merchandise Value) Merchandise Value)
{Estimate, 2016) (Estimate, 2016) (Estimate, 2016)
Market value (Forbes, $499 billion Market value (Forbes, $778 billion Market value (Forbes, $9.6 billion
summer 2018) summer 2018) summer 2018)
Revenue (2017/2018) $37.28 billion

Revenue (2018) $232.9 billion Revenue (2018) $10 billion
Net income $9.2 billion Net income $10.1 billion Net income $1.3 billion
(2016/2017) (2018) (2018)
Active customers 466 million Active customers 310 million Active customers 95 million
(estimate) (estimate) (estimate)
Marketplace sellers 8.5 million Marketplace sellers 2 million (approx. 50% of Marketplace sellers 45 000

sales)
g%"%}gg 1g7rowth Revenue growth (2017 Revenue growth (2016
( s vs. 2018) vs. 2017)
2017/2018)
, @mikkomax

A Aalto University

www.linkedin.com/in/

mikkohanninen




COMPAMIES

Rakuten builds own logistics
network as delivery costs rise

Amézon to take on UPS, FedEx via
“Shipping with Amazon”

1t will first service third-party Amazon sellers in the LA area.

E-commerce company 10 open habs in Osaka and Chiba

4

Q,
Qa)? 0/'

Technology

Alibaba's Singles’ Day Goes Global With

QRakuTzn ' @ ' \-\' Re::grd$25 Billion in Sales
e - ) D
) -Dida

L] ALIBABA'S SNGLES DAY KICKS OFF Bl CHIMA

~
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What new do digital marketplaces
deliver?
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Marketplaces infuse data and customer

understandmg across the business model
Y |
ol H1C = ) 4 e A

== AN

yi PR "”.'1
‘ a%’? n "..,_“_»L b"‘: |
y— -

Large selections and low prices Engaged suppliers Superior customer experience
A Aalto University Y @mikkomax
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Ecosystem and customer engagement
one differentiating factor

Ecosystem Rewarding Members Using Many Services

, £OXK
KOX e el
sox P 9 Ly
= Over 70 Group Services

J _ for 106M Members

I N 0 O N
BOX
Okobo == i FOX - Omwmed

OMobile “CNGLES® —
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Other is the infusion of data across the

business

Our Business-

= . (o e S e

DIGITAL MEDIA & ENTERTAINMENT

-i.m liate Busmecses‘

CORE COMMERCE

Ahl)"lh a Gr

E T

LOCAL SERVICES

youku ? A Prewit BER  Xa RUN b9 £ i {5
mﬁ 61 THMLTV faobo ) e U S 0
L 4
wots e | S5 | || Aoees ZmEE Laze0n | f@on cleme!
' —— PAYMENT&
| _E .ﬁﬂg “‘-’-3-"‘ - Data Refu_el_ __ FINANCIAL SERVICE
: LOGISTICS |

l @ CAINIAO KBS

( EEE] Data Creation

MARKETING SERVICES
DATA MANAGEMENT PLATFORM

( () AlibabaCloud

CLOUD COMPUTING )

Dragon Social (2018)

A Aalto University

¥ @mikkomax

www.linkedin.com/in/
" mikkohanninen



Customers are also increasing using
marketplaces and digital platforms

EAST TECH WEST

Amazon's Prime Day again became the biggest sales
day inits history

S Pvros

Alibaba sets new Singles Day
record with more than $30.8
billion in sales in 24 hours

* Alibaba smashed through its Singles Day sales record on Sunday.

* The gross merchandise value (GMV) hit over $30.8 billion in sales in the 24-hour
shopping event.

* That topped the $25.3 billion record set in 2017.

* Singles Day got off to a strong start with sales hitting $1 billion in one minute and
25 seconds.

Arjun Kharpal | @ArjunKharpal
Published 439 AM ET Sun, 11 Nov 2018 | Updated 814 PM ET Wed., 21 Nov 2018

Jecnec

Prime Day Nas GnCe again LIoken records. Despite serous 03 3t it start, Amazon seoouncod s
moming that Prime Day 2018 grow to Decome e Diggest Shopping evert in its hestory, beating out Cyber

Monday, Biack Fricay, and the previaus Prime Day 2017. Of course, this year's Prime Dy was knger - a il
36-hours, i fact And whie Amazon did make € COmpariscns 10 other sales hokdays over the same perod of racking up more than $30.8 billion in the 24-hour shopping event

Alibaba on Sunday tore through last year's Singles Day sales record,

Sme, It's Ot quite the same thing 10 COMPAre & Shorter 53k 10 3 longer one. (Last e 1y was 30
Rours. for exarmpie )

Stll &' a remarkable showing on Amazon's ¢ part. S0 much 30 that Amazon has taken the wusudl step of
actually providing some nUMBbers around how much people Dought. Though It 58l decines 10 ik sakes OOk,
25 por usual, it did say that Prime members workdwids purchased over 100 million products, with small and

medium. alzed businesses on Amazon “Tar exceedng” §1 bilkon i tales Pus year
R was unclone. Dowever, I AMazon was counting sakes af Whole Foods - which (a3 participate in Prime Day for

e first tme - when calouating this 100 million products sold figum. or its “Dest day over” statements. Wa
asked he company 10 clarty B and confirmed thal Whole Foods salos were rof beisa nchuded i) those
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Example Amazon. From a book store to
a tech glant in 20 years

Amuoneom lnc (AMZN) '::

8477 5;,4«.% 3{%\". 1,74500 19.77 (-1.12%)
h 22 4.00PH EDT Pre-Madket. £02AM EOT
@ Indicators  (® Comparison ¢ Events W E3 DateRange 10 5D 1M 3M 6M YTD 1Y 2¥ SY Max ) interval W~ & Uine~v ¢S Draw ® Se

| AMZN 18682.99

\;);..j h ilihiid“llﬂhﬂhiu'ﬂiﬂlﬂll»‘iﬂhi'hiﬂiinn.)hiu_-‘....-_m..m--uh..a..m..jtnln”"‘“
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Example Amazon. Optimizing supply and
demand

Order/
Information ~ Product
Exchange Flow

———

Amazon

eCommerce <>

Platform

%

‘ ; St ‘ ) 6
T - "q In Store
Supply Chain f Customers
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Example Amazon. Ecosystem to
support customer engagement

T
“ramazon amazon amazgn
“" webservices™ rime
ﬂfl’@Sh amazon e :i;! *l amazon ech

=

ap c‘% = ﬁmnb ' amazon FOODS

POWEREDbySERVICE®
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Example Amazon. New growth from
grocery retail

Amazon brings Whole Foods delivery to 10
new US cities

The Prime service has come to Las Vegas, New Oricans and Secattie,
among others.

f vr v an

& . ¢ Ll\. ~

» SINATERS IRTS & CRAFTS
‘ A& ARTS § CBAFTS
- BAIRY

BREARRASY

Ao
e FROZEN Foons

- P -
g B et N
e ¥ Go' ey a0 wgennd o IC Tere U3 ten .
‘
Amazon's grocery Oeliveries just espanded 10 % more US oties. ! |
ts Whole Fooda delvery service 15 now avelabio in Crariotte, Nosth Carolna, Les -
Veges, Mamphis, Tonnessos; Neshvillo, Tannensee; New Orieant. Oclahoma Cty,
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Example Amazon. Combining best of
physical and digital retail

Amazon bringing 2-hour delivery to Whole
Foods is a sneaky change in strategy, and it
could mean a big change is coming

T e -

or  delis s sctually 4

ualty 4 huge

 Delivering directly from sores instead of from a felfilloment center coukd
Be u way for Amason to crack grocery defvery by making it cheaper
el e abide

Amamn

o Wik o P e e Whole Foods, Chicago, East Grand Avenue
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Example Amazon. Amazon expected to

continue to grow

Projected retail e-commerce GMV share of Amazon in the United States from 2016 to

2021

60%

SO%

40%

30%

Market sh

20%

0%

2016

2017

2018*

2019

2020

50%

2021+

DOWNLOAD SETTINGS SHARE
g]vuc. Qpnr [;xts .jpm

DESCRIPTION SOURCE MORE INFORMATION

This statistic presents a projection of Amazon's retail
market share in the United States from 2016 to 2021,
based on GMV. In 2017, Amazon's market share in the
e-commerce retail market was 37 percent, this this is
expected to increase significantly by 2021. By 2021, it
has been projected that Amazon's market share will
account for 50 percent of the entire e-commerce
retail market's GMV.

Statista

A Aalto University
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Example Amazon. Prime important
driver of loyalty

Amazon Prime Members Heavily Outspend Non-Prime Customers

Expenditure on Amazon.com purchases in the past 90 days*

Prime Members B Non-Prime Customers

amazon

26% 25% 25%
21%
19%
15%
13%
11%
7%
Less than $25 $25-50 $50-100 $101-200 More than $200

A Aalto University , @mikkomax
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Example Amazon. From physical to
digital

"I often get asked, “When are you going to open
physical stores?” That’s an expansion
opportunity we’ve resisted. It fails all but one of the
tests outlined above. The potential size of a network of
physical stores is exciting. However: we don’t know how
to do it with low capital and high returns; physical-world
retailing is a cagey and ancient business that’s already
well served; and we don’t have any ideas for how
to build a physical world store experience that’s
meaningfully differentiated for customers.”

- Jeff Bezos, Amazon Annual Report, 2006

2006

www.linkedin.com/in/
" mikkohanninen
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Example Alibaba. Worlds largest
marketplace

Alibaba Group Holding Ltd

‘ + Follow ‘
NYSE: BABA
157,44 usp +1.43 (0,92 %)+
27 Nov, 10.27 GMT-5 - Disclaimer
1 day 5 days 1 month 6 months YTD 1 year 5 years Max

2015 2016 2017 2018
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Example Alibaba. China a frontrunner in
digital retail

EXHIBIT 3 | China’s Digital Ecosystem Is Highly Integrated

DIGITAL COMMERCE

Taobao

China's biggest mobsie
commence platform, with
INteRrated entenainment
and social features

Tmall

China's largest thind-party
platform for brands and

PAYMENTS

Alipay

China's Largest onling
thind-party payment system,
with more than 450 milbon
HKUve uers, compancd
with about 12 million for
Apple Pay

notailers ~50% share
~75%-80™ share |
WeChat Pay
n Payments Integrated nto
10 ! popular Messaging app
A direct s3les ecommerce
platform, JO manages such ~20% share
functions as merchandising
and pricing (simdlar to
Amazon) Baidu Wallet
Payments system from
~10%-15% share largest search enging
~§% share

Suning, Vipshop, Gome

~$%-10% share China UMS, 99bill,
ChinaPnR
~25% share
‘_ :“El:\' atibaba [ :, b ' ] Sery
Source: BCG analysis,

SOCIAL MEDIA

WeChat
Messaging 3pp with
Integrated shopoung
features (3 mech-
oxpanded WhatsApo)
~800 million
monthly users

l'

|
|

o
W 8 uate 1 O

Iintegrated games blogong
‘(mbwm

- ~550 million
- monthly users

Sina Weibo

China's biggest social
media platform
(Twitter-bie microblogs)

~400 million
monthly users

VIDEO STREAMING

1Qiyl, PPS
China's keading video
platforms

~20% share

Youku, Tudou

~20% share

Tencent Video

~15% share

LeTV, Sohu, BIlibil
~25% share

Note: Other social media and search sites were omitted because of their relatively small market share.

SEARCH

Baidy

China's biggest search
engine (semilar 1o Google)

Shenma

Mobvie search engine

~5% share

Sogou
Search engine

~5% share
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Example Alibaba. Global aspirations?

“In the past 15 years, we grew from nothing to this size
and 15 years from now, | want people to know

about Alibaba because it’s everywhere. Fifteen
years ago, we wondered what ecommerce was, why

“My vision is to build an e-commerce ecosystem that small business could use ecommerce, and Internet to do
allows consumers and businesses to do all aspects business across the nation. | hope that 15 years
of business online. We are going into search with from now, people would forget about
Yahpo and have launched online aygtiop and payment ecommerce. It’s like electricity. Nobody thinks its
businesses. | want to create one million jobs, change high tech today. Fifteen years from now, | don’t want us
China's social and economic environment, and to walk on the street still, talking about how and why
make it the largest Internet market in the world.” ecommerce can help people.”

- Jack Ma, Interview Inc magazine, 2008 - Jack Ma, Interview with Charlie Rose,2015

2006 2015
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So how to succeed in this age of
increasing digital, data-driven, retail?

1) Unique and competitive selection, brand and image.
2) Outstanding customer experience and engagement.

3) Advanced use of customer insights and data analytics. Data-driven
business approach.

4) Use of platforms, ecosystems and new business models.

5) Offering superior benefits and services to customers, suppliers and partners
(e.g. Rakuten Super Points, Fulfillment by Amazon)
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