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Foreword

I t often takes an outside eye to help us more clearly see where we are,

and where we could be going. But Marco Gervasi is no outsider. He is
one of those rare individuals able to thrive within the borders of both
East and West, linking together the realms of business and technology
to extract a broader view of what is happening in global technology.

In December of 2014, I co-hosted the first IDEAS Summit on
the Internet of Things and Humans, in Shenzhen, China. Marco and I
were lucky enough to share a dinner table, and it was there that he
described to me the book he was writing on China’s e-commerce
industry and the Internet of Things (IoT).

Marco had already interviewed an impressive array of thoughtand
industry leaders across China and Asia. And so our conversation
naturally led to many others, wherein I rapidly realized that what
Marco was writing was a seminal analysis on China’s technological
development to date. By writing this foreword, not only do I want to
emphasize that this is a must-read for business and technology leaders
globally, I also want to echo his views—that it is in this current point in
history that China is finally emerging as a global player in technology.

Over the past few decades, China’s technological, and perhaps
even industrial, development has been driven by models from the
West. Having been the CTO of Tencent—now the world’s fourth
largest Internet company by revenue (2015)—for eight years, 1 have
witnessed many changes in the market. In the early days we were not
immune to the temptation of simple adaption from the West. At that
point in time, speed was essential to establishing one’s foothold in the
market, and many companies favored “copying” over “creating.”
However, the last few years in China have seen a dramatic change
in how products are developed. As our country’s corporations have
matured, we have begun to look deeper at consumer needs, and
have become adept at evolving existing business and technological
models into new models that look nothing like their Western
counterparts.
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viii Foreword

At Tencent, our QQ instant messaging service had long held the
largest share of the instant messaging market. So, when we decided to
launch WeChat in 2011, we decided to create something resolutely
Chinese. We did this by building our design upon the unique social
habits of Chinese users, which were primarily based on intimate social
circles. Because of this insight into Chinese consumers, we managed to
build WeChat into the largest mobile communication tool in Chinain a
couple of years. Globally, it is now used by over 600 million users in
many countries. In China, WeChat is used not only for interpersonal
needs, but also as the de facto communication tool for doing business.

But why stop at a communication tool? WeChat strengthened
its foothold by helping people to connect the digital world with
the physical. It has become a platform for users to access all their
lifestyle needs, allowing them to communicate with smart devices,
purchase offline services and goods, send digital payments, and
interact with companies and brands. But WeChat’s current shift
into a lifestyle platform is just one beacon of the emerging online-
to-offline (O20) and IoT revolution in China.

About one year ago, I departed from Tencent to launch my new
fund, Seven Seas Ventures. The fund’s mission and belief are that
China’s rapid and pervasive diffusion of technology (most notably its
astounding smartphone penetration) over the past years will make
China one of the most important growth beds for IoT in the next
decade. This is why we are actively investing in high-tech startups with
the potential for global technological disruption.

There are certain times in history where the cards of nations are
shuffled significantly. Living in these times, we can sense that things
are rapidly changing, possibilities flashing before us, but with no
obvious landing point. Yet, at the same time, we know that when
things settle down, the landscape of the world will look significantly
different. At these turning points, attempts at making firm predictions
are often difficult. However, in his book, Marco, armed with the
collective knowledge of the leaders of China’s tech industry, has
allowed us a rare glimpse into how China will shape the global
technological model, not only for the year to come, but also for
the next decade. Certainly, I hope to play a role in this change, and
I hope that this book may also inspire you too.

Jeff Xiong
Founder of Seven Seas Ventures
Former CTO of Tencent



Preface

What would you do when you suddenly have an intuition? A gut
feeling about something not visible yet, but that still makes sense to
you. Normally you could have two reactions. You acknowledge your
feeling, but you do not act upon it, or you'd try to see it through. I
chose the second way.

When I sat down to write East-Commerce in 2014 I intended to tell
the story of a quest and raise a very provocative question What if China
has developed a technological model so advanced that eventually will spread
around the world?

As chapters piled up, it dawned on me, back then, that publishers
might dismiss my theory as premature. Alibaba was certainly making
news, but a new technological model seemed like a far stretch. “Is
there a story to tell?” They would ask me each time I pitched my book.
When I approached the end of my writing I asked myself whether I
had arrived at the stadium too early for the game. An East-Commerce
was not evident yet, but I could not wait for publishers to acknowledge
it. This is when I discovered Amazon self-publishing tool. By basically
uploading my word files, in just a few hours, I could be visible on The
Everything Store in the Kindle section. And this is how I proceeded.

When the e-book came out, I was not sure what would happen
next. I had finally put, in black and white, the summary of a very long
search where I interviewed over 200 people including more than 20
CEOs throughout 4 continents. So I decided to make a little experi-
ment. I printed the book and went on a roadshow to present it at
various conferences. This is when things started to get interesting.

As word came out that the first book on China e-commerce had
been written, people were immediately interested for the most
disparate reasons. It is always fascinating to see how differently
individuals can use the same piece of information. Investors reached
out for insights on who would be the best horses to bet on. Interna-
tional businesses contacted me to learn more about the innovative
business models described in my book. Finally, Chinese companies
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asked me where East-Commerce is heading Wil it take over America and
Europe too? From what I was seeing, I had arrived at the stadium at the
right time!

Meanwhile, something else was happening. The powerful tech-
nological forces detailed in my book certainly did not stop when it first
came out. On each leg of my roadshow, people wanted to know more.
To answer their questions I constantly monitored Chinese e-com-
merce developments. I also came in touch with many more compa-
nies, Chinese and International, and spent a great deal of time
understanding how they operate. Hence, I was inevitably already
updating the book in my mind. This is why I decided, together with my
newly acquired publisher, that writing an updated and expanded
version of East-Commerce would make a great deal of sense.

In this new edition I have expanded several sections. For example,
020 (online-to-offline) has seen an incredible explosion in 2015 and
talking to Baidu, at the forefront of this sector, gave me a privileged
access to what is happening. This is when I have learnt that O20 is
pushing a macro shift in the economy between a consumption-based
growth in favor of services lead growth. In fact, services in 2015 have
accounted for more than 50% of China’s GDP.

Getting in touch with retail companies and new e-commerce
platforms helped me craft a new chapter on how a well-known fashion
brand has conquered China’s e-commerce market. But this is not all.
Something quite unique is happening. Until 2014 BAT-X, China’s
biggest platforms, were competing against each other in many differ-
ent services from group buying to taxi hailing apps. Lately, we are
seeing platforms striking alliances among themselves. They are start-
ing to realize that peace and cooperation bring better results when
exploring unchartered territories.

East-Commerce is also going full steam. Chinese Internet and e-
commerce platforms are now investing abroad at a growing speed. In
the Indian market, Alibaba has made important moves, successfully
replicating its Chinese model. In the African market, Tencent is
making a great leap forward so as Baidu and Xiaomi in other
emerging economies. The intuition, the gut feeling, is now fully
visible.

But there is an important issue I shall address here. In this book I
will often mention that while some things are constantly evolving in
China, others remain unchanged. Since the technology world moves
at an exponential speed, the companies mentioned here will
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inevitably evolve, consolidate or even disappear. While I follow these
changes in my blog, the scope of this book isn’t to be up to date on
who’s who and what they are up to. It is not either to predict which
companies will come out ahead and which will wind down in flames. It
is to explain the underlying principles behind e-commerce and the
Internet of Things. The trends and dynamics described here will need
at least a few more years to come to full maturity.

This brings me to address a pressing question that relentlessly
concerns investors and markets Is China’s e-commerce massive growth
sustainable? In other words What happens if the economy stops growing?
When looking closely at what is happening, we can see that nothing
has really changed. The underlying consumption growth is still there.
But this is not actually the point.

I will elaborate my answer. China has been a key source of growth
for international companies for decades, but in 2015 GDP’s growth
has slowed to a figure deemed to be somewhere between 5 and 7%.
The share price of some of China’s e-commerce and Internet plat-
forms has decreased in value — sometime even considerably. Hence
the world is questioning China’s future. According to a study from a
well-known Think Tank, The Demand Institute, and Nielsen — Sold in
China — in the next decade China’s GDP growth will slow even more.
Why is it so? China is trying to shift from an economy dependent on
export and investments toward domestic consumption. Chinese
economy appears to look more and more like a two-headed dragon.
One side is slowing down — export and investments — while another —
the tertiary sector — is still growing. Anyhow, whether or not China
makes this transition, The Demand Institute predicts that consump-
tion might still grow up to 60% in 10 years. So consumption remains
strong.

What role do Internet and e-commerce play in this growth? They
are the underlying force behind a new class of consumers: the
“connected consumers”. Violette, the main character of this book,
is a clear example. According to another report from The Demand
Institute — No more Tiers — by 2025 the connected consumers will
account for 80% of growth in consumption and connectivity will
almost single handedly sustain their growth, giving them access to
information and retail channels.

This is why, in my opinion, Internet and e-commerce are so
important in China despite how much the GDP will grow. They
have become part of this new consumers’ culture, enhancing their
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life through virtualization and have brought an irreversible change.
Those who get caught up in measuring China’s technological revolu-
tion by purely looking at shares prices or statistics — instead of as
phenomenon that has brought a massive shift in the society and
business — are missing the global impact of this change.

Eventually I will stop updating this book, but for the moment I am
just enjoying the chance to keep sharing my findings.

Marco Gervasi
Shanghai
February 2016
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The East-Commerce Video Course

My goal is that this book is not the end of the conversation, but the
beginning.

Together with the education site Prodygia (www.prodygia.com) I
have prepared a 60-minute video course on China e-commerce (Your
Introductory Course on E-Commerce in China And Why It Matters To
Your Business) that you can find at http://prodygia.com/courses/23-
your-introductory-course-on-e-commerce-in-china-and-why-it-matters-
to-your-business. Here you can explore topics critical to China
e-commerce—from understanding China’s unique e-commerce
model, to starting an e-<commerce business in China. Book readers
will be entitled to a 50 percent discount on the course using the promo
code: ecomml.

I also invite you to continue the discussion with me on the
developments of China e-commerce and the Internet of Things by
following the book’s website: http://www.east-commerce.com. Here
you will find my blog (A Quote on Singularities) where I will update
readers weekly on the latest news on technology from around the
world.

Finally, you can reach me at marco.gervasi@east-commerce.com.
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The Great (Technological) Leap Forward

Kong Wei—or Violette, as she much prefers—puts on her black
jacket, switches off her computer and powers down her office ready to
leave. It's a Wednesday in May, one of Violette’s favorite months; it is
the start of the rainy season that nourishes crops, so meaningful even
here in the heart of Shanghai’s Xin Tian Di business district.

At 37, Violette is a veteran merchandiser who, like many ambitious
Chinese, has worked her way up the ladder. She began her career



