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By Rania V. Sedhom

Alibaba is a complex entity. It is  one of the largest if not the largest ecommerce platform in China and it is  an
ecommerce platform that sells counterfeit and authentic products alongside one another, leaving it to consumers to
determine what they are buying.

Alibaba represents a dichotomy to luxury brands. The company has problems with counterfeit goods and is featured
on the United States government's list of notorious markets for piracy, while also being the single largest player for
brands wanting to capitalize on Chinese consumers and their corresponding wealth. What is a brand to do?

Mall ...
More than 30 luxury brands, including Valentino, Bottega Veneta and Burberry are now selling their products on the
Luxury Pavilion, a dedicated space for luxury on Tmall, which is a platform owned by Alibaba.

Luxury brands that want to capture the Chinese market have only three options: (1) Tmall, (2) JD.com, and (3) build
their own ecommerce service in China.

Brands such as LVMH and Herms decided to go third route, as the counterfeiting and piracy accusations surpassed
the convenience of a turnkey marketplace for those brands to use. Companies with budgets the size of LVMH and
Herms have the option of creating their own Chinese ecommerce site.

Interestingly, Farfetch merged its China business with JD.com's luxury platform and Yoox Net-A-Porter agreed to a
joint venture with Alibaba, essentially using the two largest Chinese ecommerce sites.

It is  difficult to ignore the revenue generation and product loyalty that can be spawned in China.

However, it is  equally problematic to turn a blind eye to piracy and counterfeiting.

not mauled
Prior to collaborating with Alibaba, luxury brands should carefully study logistics and fulfillment. At a minimum,
brands should consider the following:

Who will have access to the products?
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Will the products be delivered to the warehouse directly by a courier?

How many personnel work in the warehouse?

How effective is the inventory system?

When will you know there was a shortage or other mistake when products are delivered?

How difficult is  it for products to leave the warehouse and be returned days or weeks later?

How is inventory managed?

Who owns the attendant software?

How quickly will items be received by consumers once ordered?

Who controls the logistics and fulfillment personnel?

How often will the brand send an employee to China or will it relocate personnel to China?

Sure, Alibaba, unlike Amazon, has taken tremendous strides to welcome luxury brands.

For example, luxury goods are sold in the Luxury Pavilion and not alongside cleaning supplies and toilet paper such
as on Amazon.

Also, unlike Amazon, Alibaba also has enticed luxury brands with low commission charges. But whatever happened
to the Alibaba Anti-Counterfeiting Alliance? It is  growing in membership and is taking some action against
counterfeiting, but the truth remains unchanged.

BRANDS SHOULD certainly sell to Chinese consumers, but need to conduct a cost-benefit analysis to determine the
true risk-reward for selling to Chinese consumers using Alibaba and other turnkey marketplaces.
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