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Success of SME e-shops Counts on
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nline shopping has become
O immensely popular recently, which

has attracted international brands
to get a share of the market. Can local
SMEs acquire their shares in this highly
competitive online market? What strategies
can they employ in developing the market?

Commenting the upsurge of e-shops,
Leslie Lee, the Chamber’s Committee
Member and Chairman of International
Union of Professional Development
Institutions, thought that they have a lot
of advantages compared with their “offline”
counterparts: e-shops display their product,
accept orders and arrange delivery through
internet allowing customers to browse
their website and place orders anytime.
The comparison of price and quality of
different products can be done with just
one mouse click. In Lee’s view, the most
important factor is that the operating costs
of an e-shop are much less than those of
a physical store. Hence, it is suitable for
start-ups to try it out on a small scale. In
addition, the integrated logistic support of
Hong Kong is a huge benefit to e-shops,
as they can utilize the services of local and
international logistic companies instead of
setting up their own logistic team, which
allows better cost control.

Challenges vary with markets

However, there is no such thing as
guaranteed profits in business. Lee shared
an example on the failure of adMart in
1999, in which it suffered a loss of millions
of Hong Kong dollar in 18 months. AdMart
was the first to introduce the concept of
online supermarket, which is a remarkable
idea. But shopping is convenient in Hong
Kong as supermarkets are all over the city;
there is very little incentive for people to
do shopping through online supermarket.
In addition, Hong Kong people love fresh
food, so online ordering and delivery may
not be the best choice for food. At that time
internet was not as popular as it is now.
AdMart later had to step back to accepting
orders by phone calls, which requires
extra manpower. The frequent changes of
business model in just 18 months and the
rumour that suppliers were under pressure
not to provide goods to adMart show the
operator's lack of a sensible business plan.

In fact, different markets present different
challenges. Although the Mainland online
market is prosperous, its supervision,
tax and competiveness can be a great
challenge to investors from Hong Kong.
Overseas markets, on the other hand,
present two challenges. First, overseas
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consumers lack confidence in Chinese
online shopping platform due to language
barrier, questions on product safety
and quality, and problems of counterfeit
goods. This affects local firms which
employ Mainland platforms to run their
online businesses. Another concern is the
increase in time and cost of delivery due to
the geographical distance between buyers
and sellers.

Looking at the challenges from the
perspective of consumers

It is essential for operators to understand
the concerns of consumers in order to
create an environment in which customers
can enjoy shopping. Operators can review
their online shops and ask themselves
these questions: As a consumer, do you
have enough confidence on the product
quality? Are the prices calculated in the
local currency of the customers? Are the
delivery duration and method as well as
the after-sales service clearly stated in
the website? Are the terms of use of the
personal data collected from customers
clearly stated? Is the payment system of
the online shop reliable? In case of the
product having problems after sales, will
the shop provide any assistance?

Branding is the key to breakthrough
If there is still room for improvement, Lee
suggested that operators who aspire to get
ahead should seek an independent and
reliable organization to certify and supervise
their shop, and provide better assurance
to the customers. Should there be any
dissatisfaction from the customers, they
are able to complain to such organizations
for follow-up action. Moreover, to cater for
the uniqueness of every new market, online
shops should choose a payment system
familiar to the target customers to facilitate
the purchase process.

Lee concluded that branding is important
for online shops. No matter the shops
are having their own brands or acting as
agents for domestic or foreign brands, it is
essential for the operators to assess their
positioning in the market and determine
their competitive advantages. Naturally,
the operators almost always gain an
advantage if they have their unique brands
or products.»
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