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growth figures of many industries in 
China, e-commerce stands out as a 
remarkable opportunity. !e market 
expanded 66% last year and is on track 
to grow 54% this year, according to esti-
mates by Chinese consultancy iResearch. 
Some of the factors driving this growth 
are clear: Chinese incomes are rising, and 
broadband networks are expanding across 
the country. 

Other trends unique to China make 
the e-commerce market an even more 
valuable prize. For one, e-commerce 
o"ers retailers the ability to reach loca-
tions they cannot through brick-and-
mortar stores. In this massive and still-
developing country, even China’s largest 
retailers have a limited reach. !e top 
20 brick-and-mortar retailers accounted 
for only 13% of total urban retail sales in 
2010, according to BCG. 

“It’s easy if you’re a big brand to 
make sure you have stores in the top 30, 
40 cities, but frankly you need to be in 
1,000 cities if you want to reach 80% of 
the middle class today,” said Je" Walters, 
managing director at BCG.

Even in cities where big retailers like 
Wal-Mart are present, their reach may be 
limited, since Chinese consumers don’t 
typically travel far to go shopping, Wal-
ters said. 

“It’s not the US where you hop in your 
car and you’re happy to drive 20 minutes 
to go to a big-box store. A lot of consum-
ers are still coming in on a taxi or walk-
ing from their neighborhood, so there are 
a lot of parts of cities where they’re not 
really serving consumers.” 

!ese consumers are already reaching 
out through e-commerce, with up to one 
quarter of e-commerce demand in China 
being for products that consumers cannot 
find in physical stores. Most e-commerce 
purchases are now concentrated in Chi-
na’s larger cities, but analysts expect that 
trend to change as consumers in smaller 
cities and rural areas become more accus-
tomed to online shopping. 

For these reasons, winning the 
e-commerce race could prove much more 
crucial for big o#ine brands in China 
than it has in the US or other developed 
markets. 

“Put simply, the US e-commerce 
market was formed after the retail mar-
ket already matured,” said Jodie Ding, an 
analyst at iResearch. “However, China’s 
e-commerce suppliers have taken the 
stage before the o#ine retail market 
fully developed, so the swift growth of 

“One shareholder told us, ‘We have 
nothing but money. You go ahead and 
kill them all,’” Liu Qiangdong, the 

CEO of e-commerce site 360buy, wrote 
on his Sina Weibo account in August. 

!e bombastic statement was just one 
of many that the chiefs of China’s top 
e-commerce companies exchanged dur-
ing an industry-wide price war this sum-
mer. Liu triggered the media showdown 
with his outsized claim that 360buy, also 
known as Jingdong Mall, would make no 
gross profit on sales of large home appli-
ances in the next three years. Retailer 
Suning fired back by vowing to beat 
360buy’s prices, while competitor Gome 
guaranteed “the cheapest prices in his-
tory” for home appliances. Alibaba, the 
leader in China’s e-commerce market, 
also jumped in, promising to subsidize 
online purchases. 

By early September, regulators had 
confirmed that the price war was, at least 
in part, a farce (see box, pg 37). Sites had, 
in some instances, failed to stock the 
products or provide the discounts they 
advertised, or raised prices before cut-
ting them. Even so, the price war had its 
intended e"ect: winning the attention of 
consumers and the media. White-collar 
workers chattered about the companies 
in Shanghai’s elevators and subways, and 
many Chinese made their first tentative 
clicks on the sites.  

!e price war provided a window into 
an industry where the stakes are high 
and the competition is cutthroat. Boston 
Consulting Group (BCG) estimates that, 
each year until 2015, 30 million new Chi-
nese consumers will shop online – nearly 
the size of Canada’s total population. Yet 
winning a greater share of the market will 
be a long and painful process for compa-
nies and investors. E-commerce compa-
nies have seen profits slip and costs spiral 
as they slash prices and invest heavily 
in a bid to increase their market share. 
Meanwhile, China’s broader economic 
slowdown is also taking a toll on their 
business. 

“It becomes a war of the balance 
sheet; ‘I can a"ord to lose money for a 
longer period of time than you can,’” said 
Michael Clendenin, managing director 
of Shanghai-based consultancy RedTech 
Advisors. “Ultimately, if you’re a con-
sumer, it’s great. If you’re the investor, it’s 
not so great.” 
Riding the wave
Even amid the often-awe-inspiring 
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e-commerce has had a much greater 
impact on the retail market.” 
Open, sesame 
China’s e-commerce market has long 
been dominated by Alibaba, one of 
China’s most innovative and success-
ful companies. Alibaba has a handful of 
businesses, of which Taobao Marketplace 
is by far the largest. Like eBay, Taobao 
follows a “C2C” or “consumer-to-con-
sumer” model, providing a platform for 
ordinary people and small businesses to 
sell items to each other.

Taobao’s reach is stunning. !e site 
accounted for 79% of all e-commerce 

transaction value in 2010, as well as 
roughly two-thirds of the 16 million 
parcels delivered in China each day. It 
is by far China’s biggest retailer: More 
products were purchased on Taobao in 
2010 than at China’s top-five brick-and-
mortar retailers combined, according to 
BCG. 

Taobao came to dominate the market 
by virtue of several strategic decisions. 
Unlike its rivals, it allowed sellers to use 
its platform for free, greatly boosting 
its number of users. It also developed a 
payment system to protect consumers 
against fake or poor-quality goods (an 
important advantage in a country where 
even eggs may be fake). Unlike traditional 
online payment providers, which transfer 
the funds before the seller ships the item, 
Alibaba’s Alipay holds the payment in 
escrow until after the consumer receives 
the product and can verify its quality. 

But despite these innovations, the 
market is gradually shifting away from 
Taobao. Taobao’s service has a loyal army 
of followers, but it also has several draw-
backs. !e complex platform is relatively 
di$cult for beginners to master. It also 
has more problems with inferior products 
and delivery services than business-to-
consumer (“B2C”) alternatives, at least in 
the mind of consumers. Sun Weimin, the 
vice president of rival Suning Appliance, 
describes it as “an online farmer’s market,” 
with both genuine and fake products. 

As Chinese consumers become more 

familiar with e-commerce, they increas-
ingly want the reliability of B2C services, 
and an influx of venture capital has helped 
the B2C sector meet this demand. While 
Taobao is still growing rapidly in over-
all terms, the C2C service’s share of the 
e-commerce market is retreating, while 
the share of B2C retailers like 360buy, 
Amazon, Suning and Alibaba’s own B2C 
site Tmall is growing. 

Given its loyal customers and focus 
on innovation, Taobao’s leading position 
seems unlikely to change anytime soon, 
though it is likely to continue slowly 
shedding market share to B2C rivals. For 
Taobao’s competitors, the price war is an 
e"ort to speed up this process.  
There will be blood 
!e closest competitor to Alibaba’s group 
of sites, Jingdong Mall’s 360buy.com, is 
one of the B2C companies that stands 
to gain most from this shift. Analysts 
say they are becoming the second prior-
ity when o#ine vendors choose their 
online sales channel. However, Jingdong 
Mall faces its own set of challenges, the 
first of which is building a comprehensive 
and reliable logistics service. !e company 
announced in March 2011 that it would 
invest US$1.2 billion to improve its logis-
tics and customer service over the next 
five years. Its long-term plan is to create 
independent businesses that can serve 
other companies, thereby generating 
more profit on their heavy investments. 
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MAGIC MA: Alibaba founder Jack Ma has built 
China’s undisputed e-commerce empire

Consumer-to-consumer (C2C) market, 2011

Source: iResearch, Barclays Research
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Alibaba 
Alibaba’s consumer-to-consumer (C2C) e-commerce site, Taobao, 
quickly gained market share over the past decade due to founder 
Jack Ma’s keen understanding of the concerns that Chinese con-
sumers had about e-commerce, including payment security. As 
growth of business-to-consumer (B2C) services eclipses that of 
C2C sites, Alibaba is investing heavily and reaping big gains from 
its B2C site Tmall. Analysts say the company is likely to continue 
to dominate the e-commerce market in the next five years, though 
competitors may chip away at its market share. “Tmall has an 
advantage in terms of traffic, 360buy has an advantage in logistics 
and Suning has an advantage in supply chain,” said Jodie Ding, an 
analyst at iResearch. 

360buy 
The traditional strength of Jingdong Mall’s B2C site 360buy.com 
is digital electronics, but the company is pushing into other prod-
uct categories in a bid to expand its market share – hence CEO 
Liu Qiangdong’s acerbic comments this summer, when he came 
out swinging against traditional appliance retailers Suning and 
Gome. Jingdong Mall has seen its revenue surge in recent years 
as it invests in advertising and expands its logistics system. While 
these efforts have won it customers, the private company’s profits 
have likely been greatly under pressure. The company may suf-
fer from a shortage of cash until it pulls off an IPO, perhaps early 
next year. 

Suning 
The online business of appliance and electronics retailer Suning is 
gaining quickly on more traditional online competitors, due to the 
company’s strong brand, cash position and already-expansive sup-
ply chain, which feeds its network of 1,800 stores. Suning is also 
outshining its rival Gome, partly due to its exposure to China’s fast-
growing lower-tier cities. Analysts agree that the challenge for the 
company will be integrating their offline and online business, no 
small task for such a retail behemoth. “That has to be the strategy; 
there is no other strategy,” said Michael Clendenin, managing part-
ner at RedTech Advisors. “You can’t deny it’s happening, and Suning 
has been very smart about that. I just wish they were an H-share 
company so we could invest in them.” 

Tencent 
Tencent is China’s largest internet company, with more than 700 
million users. The company boasts strong gaming and chat busi-
nesses, and it acquired a relatively successful e-commerce site, 

51buy, in May. However, analysts disagree about 
its e-commerce potential. Some argue that 

Tencent’s traditional strength in entertain-
ment will not necessarily give its still-
nascent e-commerce site an edge. Oth-

ers, however, point to Tencent’s huge 
user base and strong cash position 
as promising factors for the future. 

“It doesn’t mean it’s a guaran-
teed win, but it does create a lot 
of potential for these guys,” said 
Jeff Walters, managing partner 
at Boston Consulting Group. 

Amazon China 
With about 3% market share, Amazon China is not a big player in 
the Chinese e-commerce market, but most analysts contend it is 
a strong one. The company benefits from perhaps the best elec-
tronic back-end systems to organize its supply chain, a product of 
its international business. Amazon China has largely bowed out of 
the price war, claiming to value long-term rather than short-term 
growth. However, it still faces a certain threat that bigger players 
could crowd it out of the market. “Many consumers see Amazon as 
keeping a low profile and think we don’t attach much importance 
to the Chinese market. Actually … unlike many other domestic 
companies, we focus on long-term benefits, instead of short-term 
ones; on input, instead of output,” an Amazon China spokesperson 
wrote in an emailed response. 

Yihaodian
Online grocery site Yihaodian was catapulted to fame in Western 
media this summer when it received an investment from Wal-
Mart. In China, however, Yihaodian is much better known than its 
massive Western investor. The merger offers clear advantages for 
both parties: Wal-Mart will benefit from Yihaodian’s strong brand 
and greater reach into smaller Chinese cities, while Wal-Mart’s 
substantial negotiating power with suppliers may help Yihaodian, 
which is still recording heavy losses due to its low-margin grocery 
model, swing to profitability. However, analysts say the two compa-
nies have a lot of work to do in integrating their systems and supply 
chains before they get to this point. “It’s just the beginning … Maybe 
in another two or three years they will start to see results from the 
business,” said Charlie Chen, an analyst at BNP Paribas.

Dangdang 
Traditionally an electronic bookseller, E-commerce China Dang-
dang was billed as “the Amazon of China” during its November 2010 
IPO on the New York Stock Exchange. IPO investors have eventu-
ally learned that the moniker was ill-deserved. Although its CEO 
published angry comments about how its shares were 
underpriced at US$16, the company’s share price has 
slumped to roughly one-third of that 
value since then. Dangdang remains 
the dominant player in book sales in 
China, but its push into other cate-
gories has been largely unsuccess-
ful. The company’s finances 
are also likely under pres-
sure from this summer’s 
agressive price war. “Dan-
gdang’s cash position has 
continued to be challeng-
ing for them, and short of 
the price war just ending 
… I think Dangdang in 2013, 
2014 is going to be in a lot of 
trouble,” said Clendenin of 
RedTech Advisors. “We’ll 
see, but in 2014, 2015, we 
might not be talking about 
Dangdang, or they might 
be acquired.” 

Choose your fighter: !e rising and falling stars of Chinese e-commerce
COVER STORY •  CHINA’S E-COMMERCE MARKET
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However, financing the massive 
build-out will be a challenge. !e com-
pany purportedly devoted about 70% of 
the capital from its first- and second-
round investments to purchasing land 
and building logistics centers. While 
Jingdong’s cash position is unclear, since 
the company is private, some of the land 
plots it purchased are currently lying fal-
low, indicating it may be short of funds to 
develop them. 

Jingdong announced in April 2011 
that it had raised US$1.5 billion from 
investors including Russia’s Digital 
Sky Technologies, but it seems to have 
burned through much of this cash. Jing-
dong is now going through another fund-
ing round that is rumored to value it at a 
discount to its earlier investments. “!eir 
cash position is not dire, but certainly 
they recognize that they need more cash,” 
said Clendenin of RedTech Advisors.

!e company plans to further bolster 
its cash reserves by going public in the 
US in early 2013. While the o"ering may 
be underpriced because of cool market 
sentiment towards Chinese companies, it 
would still give 360buy an influx of cash 
it could use to outpace its competition. 

Before the IPO, Jingdong may cool 
its price cutting tactics as it tries to raise 
its gross margin (currently in the mid-
single digits, according to a Hong Kong 
analyst meeting this spring) to better 
appeal to IPO investors, multiple ana-
lysts said. After its IPO, however, 360buy 
seems likely to double down on prices, 
making competition in the e-commerce 

market next summer even fiercer. 
But despite CEO Liu Qiangdong’s 

bold rhetoric that he will receive funding 
no matter what, there is the risk that, at 
some point, 360buy’s investors will draw 
the line. “Nobody is God; you can’t expect 
investors to follow you no matter what,” 
said Stephen Sher, chairman of online 
clothing retailer Moonbasa. “Private 
equity has its own profit model.” 
Brick and mortar
Meanwhile, the e-commerce businesses 
of traditional appliance retailer Suning 
(and, to a lesser extent, its rival Gome) 
seem to be gaining ground. 

Times are tight for Suning as well: Its 
profits contracted 29.5% in the first half of 
the year, due largely to the slowing econ-
omy and especially the real estate market, 
which drags on purchases of appliances. 
But as a listed company, Suning is able to 
raise cash more easily. !e company just 
completed a private o"ering of US$741.6 
million in July and plans to raise up to 
US$1.26 billion through bond sales, after 
which it would have US$5.21 billion in 
cash, Suning Vice President Sun Weimin 
told C%&'( E)*'*+&) R,-&,.. 
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Source: iResearch 2012 estimates, Barclays Research
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China’s leading e-commerce companies 
seem to have a firm belief in the concept, 
“There’s no such thing as bad press.” 
Following a series of over-the-top claims 
about discounts this summer, a govern-
ment investigation found in September 
that Suning Appliance, Gome Electrical 
Appliances and Jingdong had in some 
instances fabricated these claims. 

The National Development and 
Reform Commission chastised the com-
panies for failing to provide the prom-
ised discounts and stock discounted 
items, and ordered them to stop raising 
prices before discounts go into effect. 
Each company issued a series of con-
trite statements variously blaming their 
failure to provide discounts on “manage-
ment flaws” and “technology and opera-
tional difficulties.” “Jingdong apologizes 
for not keeping its promise to our con-
sumers,” a 360buy spokesperson said. 

While those that sought to buy at dis-
counted rates saw early on that the price 
war was not what is purported to be, the 
campaign was still successful in attract-
ing their attention. However, by focus-
ing purely on price-cutting, analysts and 
competitors say the price war took the 
e-commerce industry in an unhealthy 
and ultimately unsustainable direction. 
Some observers argue that e-commerce 
companies should focus on cultivating 
loyal users and developing reliable and 
unique services, rather than burning 
cash in a race to the destroy competitors’ 
bottom lines. They may be right: Perhaps 
there is no such thing as bad press, but 
there is certainly bad strategy.  

Training consumers
The price war aimed to attract the atten-
tion of new online consumers, with the 
ultimate goal of turning them into loyal 
customers. But while price war tactics 
certainly attract shoppers, analysts 
question whether they can help retain 
them. The price war mainly educated 
shoppers on how to look for promotions, 
rather than the virtues of any one site, 
said Jeff Walters, managing director of 
Boston Consulting Group. “If you train 
your shoppers to look online for what’s 
promoted, it’s very hard to wean shop-
pers off that,” he said. 

Discounts clearly matter, especially 
since comparing prices is so much easier 
online than offline. But today’s e-com-
merce companies also need to cultivate 
loyal customers by strengthening their 
brand, improving delivery services or 
providing unique products, Walters said. 
“Companies are starting along a process 
of staking out what their positions are 
to be, and it’s not really clear yet.” He 
added that another problem with focus-
ing on prices is that most competitors 
cannot beat Taobao Marketplace, given 
its huge variety of offerings. “That is just 
not a game you’re going to win, given the 
position Taobao has already staked out.” 

Nina Yan, an analyst at HSBC, agreed 
that the market’s longer-term winners 
must focus on other factors in addition 
to price. “The growth in scale should be 
well supported by distribution, retail and 
IT infrastructure, otherwise the market 
share gain from the price [war] cannot be 
sustained over the long term,” she said.  

Many of China’s smaller e-com-
merce players claim to be following this 
strategy. “Unlike many other domes-
tic companies, we focus on long-term 
benefits, instead of short-term ones; on 
input, instead of output,” Amazon China 
wrote in an emailed response. “It is a war 
of value, and price is just one element.” 

Chinese consumers are price-sen-
sitive, and price is still the most effec-
tive strategy to compete, said Dangdang 
public relations director Guo He. How-
ever, “Dangdang is against the idea of 
operating at a loss in order to compete 
on prices ... If you really want to compete 
on price, you need to ensure that the cost 
and expense ratio are lower than com-
petitors.” 

While 360buy and Suning have 
attracted attention with their more flam-
boyant tactics, analysts also laud smaller 
sites like Amazon China and Vancl for 
creating strong businesses with innova-
tive marketing and reliable services and 
product selection. In such an expensive 
business, conserving cash and concen-
trating on services may prove to be a 
winning tactic. While a price war may 
help companies like 360buy win the bat-
tle for market share, it may not aid them 
in winning the war. 

False advertising: A fabricated price war has 
lasting e"ects on the industry

Furthermore, Suning’s pre-existing 
network of 1,800 stores could be a big 
advantage to its online business, allow-
ing it to provide faster delivery and bet-
ter customer service, several retail ana-
lysts said. Having both online and o#ine 
stores allows companies to adopt a mixed 
strategy for promoting their products, for 
example, using physical stores to intro-
duce new models but then directing 
consumers online to re-order old prod-
ucts. Chinese consumers appreciate this 
mixed model. According to a 2010 survey 
of more than 4,000 consumers by BCG, 
about half said they visit an o#ine store 
before making a purchase online. 

But both Suning and Gome have 
much work to do in improving and inte-
grating the electronic systems that govern 
inventory and other processes before they 
can make the most of this online-o#ine 
partnership. One of the reasons that 
Gome and Suning were able to expand 
so rapidly over the past decade was their 
heavy reliance on local suppliers and 
store managers, said Walters of BCG. 
“!ese retailers don’t have a sophisticated 
inventory management system, so it’s 
not always easy for them to know what 
inventory is sitting in the store, [or] what 
[products] are on display.” To expand 
quickly o#ine, they will need to build up 
that underlying electronic infrastructure

With its cash reserves and extensive 
store network, Suning could pull ahead 
of 360buy.com in coming years, some 
analysts said. First, however, the company 
must integrate its o#ine and online ser-
vices and drive tra$c between them. “!e 
uncertainty is in the execution,” said Nina 
Yan, a consumer analyst at HSBC. 

In the meantime, a handful of smaller 
players are nipping at Suning’s heels. 
Analysts say that Amazon China, while 
small, has carved out a strong position. 
Dangdang and Tencent are also holding 
on to significant shares of the market, 
as are a variety of specialty sites, such as 
grocery-provider Yihaodian, which sold a 
stake to Wal-Mart in August, and Vancl 
and Moonbasa in clothing.  
Big fish gets bigger
!e battle for market share is important 
because, in the internet business, just 
being the largest player can bring big 
benefits. !e largest internet companies 
are able to adopt a marketplace model, 
where they basically sell their tra$c to 
the third-party companies they host on 
their platform. Amazon is one exam-
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ple: Small retailers are willing to give 
Amazon a cut of their business because 
they receive more customers just by being 
on its platform.   

!is is an ideal way for internet com-
panies to make money, said Clendenin of 
RedTech Advisors, because it entails few 
costs. “!ere’s no sales pressure, there’s no 
principle, there’s no inventory risk. !e 
money you make, you know 90% gross 
margins, all of that just drops straight to 
the bottom line,” he said. “!at is what 
is going to make these platforms bigger 
than they are.” 

Alibaba is clearly the best positioned 
as an online marketplace. Because Tao-
bao blocks searches via Baidu, China’s 
largest search engine, many Chinese con-
sumers now go directly to Taobao when 
they want to buy something. “Taobao 
is becoming almost like a search engine 
or starting point for online shopping in 
China. !at in itself is incredibly valu-
able, because … the most valuable online 
advertising is advertising to consumers 
who are about to buy something,” said 
Walters of BCG. “!ere are many ways 
to potentially monetize that and capital-
ize on that going forward, and I think 
that’s probably what Alibaba is thinking 
about.” 

Smaller players could theoretically 
close this gap with Alibaba if they merge 
and absorb the tra$c of their rivals. Con-
solidation would o"er small companies 
other benefits, for example instantly 
expanding their logistics networks.

China’s e-commerce market is very 

geographically fragmented, said Marie 
Jiang, a retail analyst at Shanghai-based 
research firm Pacific Epoch. For example, 
Alibaba dominates in eastern China, 
near its Zhejiang-province headquarters, 
whereas 360buy is much more concen-
trated in northern China. Based on some 
studies, the consumer overlap  of these 
two sites is only 0.1%, she said. “I would 
say it’s a win-win strategy if one company 
acquires another,” Jiang said.

But the factors that have thus far kept 
this market so geographically fragmented 
may continue to limit consolidation. One 
is local protectionism, said Charlie Chen, 
an analyst at BNP Paribas. Expanding 
from a regional to a national player is 
much more complicated than in the US 
because in China each province oper-
ates “like an individual kingdom,” with 
its own set of companies, regulations and 
taxes, Chen said. 

Insu$cient infrastructure is also a 
challenge, he said. While shipping costs 
are low in China, so is the quality of 
service. E-commerce sites are typically 
forced to rely on an assortment of tiny 
courier companies to make their deliver-
ies, resulting in bad service that can dis-
suade customers and lead to inventory 
build-up. E-commerce companies are 
making massive investments in distribu-
tion centers and systems in an e"ort to 
improve service and lower costs, but the 
process is expensive and well-located 
plots are getting harder to secure. 

CEO and investor personalities 
could also act as a barrier to consolida-

tion. Potential acquirers have approached 
Dangdang, for example, but the company 
has “an interesting view of what they’re 
worth,” Clendenin said. 
Bottom line
E-commerce companies are likely to 
continue building their scale, investing in 
technology and finding incremental ways 
to boost e$ciency in order to increase 
profits. But without much consolida-
tion in the market, margins are likely to 
remain thin for companies and investors. 
Investors will see tactical buying oppor-
tunities in the sector when stocks get 
oversold, but stock prices are unlikely to 
surge in the next few years, as the stocks 
of Baidu or Tencent did, said Clendenin. 

“If I were an investor, I would be 
very cautious to participate in this kind 
of price war because it’s basically a cash-
burning game,” said Charlie Chen of 
BNP Paribas. “I would basically hold my 
money and see who will be the survivor.” 

In the longer-term, Alibaba, 360buy, 
Suning and Amazon China all seem set 
to continue as strong contenders, with 
Alibaba’s Tmall likely to retain the num-
ber one spot in the B2C market for the 
next three to five years, analysts said. 
“!e question is, who is number two? 
Is it Suning or 360?” asked Clendenin. 
“!e deciding factor is can Suning build 
up enough tra$c over the next couple 
years to be number two? It’s a little early 
to determine that, but my guess would be 
that they can.” !e market probably has 
room for a few successful niche players 
as well, especially those that develop a 
unique retail experience and strong mar-
keting, like clothing retailer Vancl.  

But weaker contenders, such as Dan-
gdang, may have a hard road ahead. !ere 
are clearly e-commerce companies receiv-
ing funding now that will not exist in five 
years, said Walters of BCG. “So if I think 
of the risk of any individual e-commerce 
company, it’s pretty high, because it just 
unclear exactly how it’s going to play out, 
who is going to emerge as the winner in 
di"erent categories.” 

But while the performance of any 
one player may not be so promising, the 
e-commerce market as a whole is. In the 
five years to 2015, the sector is likely to 
quadruple, potentially even surpassing 
the size of the US market, and the per-
centage of Chinese who shop online will 
grow from 23% to 44%. “We are, in many 
ways, just getting started with e-com-
merce in China,” Walters said. 
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BRICK AND MORTAR 2.0: Suning has leveraged its 
1,800 physical stores to gain on internet-only rivals


