

















Now it's clear that Chinese sellers are an
important part of Amazon's strategy. The
marketplace has seen an additional 20%
increase in Chinese sellers joining in
2023, and the number of Chinese sellers
exceeding $10M/year in sales increased
by 30%. Recently, Amazon also slashed
selling fees on clothing items priced
below 20%, attempting to compete with
Shein and attract more Chinese sellers.
It's no surprise to me that they may now
facilitate the sale and shipping directly
from China. This offers lower prices to
their customers while giving third-party
sellers more flexibility.

On the other hand, Temu may fear new
regulations  that would significantly
increase their costs, such as the
elimination of the de minimis rule. Temu
also understands that delivery speed is
more important than pricing for a
significant part of US customers. Temu
has already begun shipping some orders
from US warehouses, a shift from 0% just
a year ago. According to
Marketplacepulse, 102 out of 120
recommended products on Temu's
homepage ship from the US and arrive in
less than 5 days. This shows how much
their priorities are changing and helps
them compete effectively with Amazon’s
extremely efficient supply chain.

Personally, | find that diluting each
company's value proposition will create a
confusing experience for consumers. The
marketplace model is great, but we're
now starting to see the same product
assortment on every platform, from
Amazon to eBay, including Walmart or
TikTok Shops. On the other hand, many
customers would love to experience low
prices and fast shipping by cutting out the
middlemen.

There are millions of middlemen
currently selling on Amazon. So how can
this strategy shift impact them?

HOW THIS COULD IMPACT US-BASED
SELLERS

It's hard to predict how many sellers will
opt for this program. However, some
potential consequences of this move are
obvious:

A larger number of China-based sellers
joining the platform

Lower prices across strategic categories
such as clothing or lifestyle

A lot more listings in these categories
Wider discrepancies in delivery times

In my opinion, every Amazon seller will
experience the impact of this program,
but to varying extents. Amazon seems to
focus on certain categories like fashion or
lifestyle, so sellers in these areas will likely
feel a stronger effect compared to
others.

When it comes to types of sellers, |
believe big-name brands will be the least
affected. Many of them sell directly to
Amazon rather than through the
marketplace and have a major asset:
brand equity. They generate significant
traffic through branded search, and
many customers are loyal to the brand
and its perceived quality. Customers are
also  less  price-sensitive.  Similarly,
wholesalers selling brand-name items
should experience minimal disruption.

On the other hand, private label sellers
will take the biggest hit if this program
becomes popular.
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SHORTCOMINGS
How 1t Can Hurt a Small

Business

Last week, | came across a great article
by Spencer Soper in Bloomberg (link
below, | recommend reading it) about
how Amazon sold a returned used
diaper, and hurt an American small
business relying on the FBA program. |
found that this story is the perfect
example of the shit (no pun intended)
Amazon sellers have to deal with every
day. The process of the incident is
complex, with many actors and tasks
involved, and I'd like to break it down to
identify what went wrong and what
could have been done better. Then, Il
give my opinion on what I think was the
main issue here, and how frustrating it
can be for millions of sellers.

THE ORDERED DIAPER JOURNEY
AND THE CONSEQUENCES

Paul and Rachelle Baron created a
best-selling reusable swim diaper that
they listed on Amazon.

The business was successful for a
while, but troubles started after a
customer posted a negative review,
featuring photos of a used, stained
diaper. The couple tried to get Amazon
to remove it, but the review stayed
online, causing a massive drop in sales.
It turns out, Amazon did not check an
item returned and shipped it to
another customer.

Now, what went wrong and who is
responsible? This story is more than
just a returned item processed
incorrectly. Below is a chart showing
the complete story and where | think
things didn't go well.


































AMAZON'’S CONFLICTING PLANS

Customers love fast shipping. Water is
wet. But things will get interesting now
that Amazon plans to facilitate shipping
directly from China.

We know that some customers
prioritize fast shipping above anything
else, while others don't mind slow
shipping as long as they get the best

price. However, there's likely a
significant overlap between these two
groups: customers willing to

compromise on their preference (fast
shipping or pricing) if they encounter
an attractive alternative deal.

I've started to think that the best
experience for customers would be to
have this option when adding an item
to their cart, if it exists in both a US
fulfillment center (FC) and a China FC :
"$20 and receive it today or $15 and
receive itin 10 days."

| think a mistake would be for Amazon
to alienate customers who love fast
shipping by showing them too many
listings that ship slowly. Sure, there are
filters based on delivery date, but that
isn't convenient. And Amazon is now
packed with sponsored listings, which
adds complexity.

| am very curious to see what the
shopping experience will be like. Will
this give customers more options and
better deals, or make it frustrating to
find what they really need? Either way, |
think this is bad news for many US-
based sellers, except for the strongest
brands.

“Amazon Sees 30% Rise in Same-
Day and Next-Day Delivery”
PYMNTS 7/9/24
https://www.pymnts.com/amazon/
2024/amazon-sees-30percent-rise-
in-same-day-and-next-day-delivery-
speeds/

HOW TO DEFINE DRIP PRICING?

Don't you love finding a $50 concert
ticket, only to realize it will cost you
$120 after convenience fees, payment
processing fees, delivery fees, and
other "because-we-can" fees?

Washington, D.C., Attorney General
Brian Schwalb has filed a new lawsuit
against StubHub, calling the practice of
drip pricing "deceptive and unfair."
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We ecommerce professionals know
that adding extra fees at the last step
of the checkout process causes
frustration and upsets our customers.
So why are all these companies doing
it?

Because it works! According to a
publication by Santana, Shelle, Steven
Dallas, and Vicki Morwitz titled
"Consumer Reactions to Drip Pricing,":













Advertising is often seen as the fun and
attractive part of ecommerce, and it can
be tempting for new entrepreneurs to
be overly focused on it, at the expense
of products, pricing strategies, supply
chains, or analytics.

To be clear, | don't think Promotion is
worthless. Quite the opposite, | believe
it is a key part of any business. My point
is, there is more than Promotion, and
entrepreneurs should not make it their
only focus.

Price and Place Are Getting Some
Attention

Updating product Prices immediately
impacts a  business’'s  financials,
including both top and bottom lines. It
influences customers’ demand and their
perception of the products (expensive
items sometimes appearing more
exclusive and higher quality). It is a very
impactful  decision  for  existing
customers. Increasing prices may slow
down customer demand and upset
existing customers who are used to the

lower prices. On the other hand,
decreasing prices can attract new
customers, but frustrate those who

bought previously at high prices and
negatively impact the brand image.

Changing the whole pricing strategy is a
massive decision for a business.
However, small to medium businesses
in the ecommerce space have more
freedom in this area. If they don't have
an extensive network of resellers and
distributors, they typically have more
control over their prices.

Ultimately, many businesses could
benefit from experimenting with different
pricing strategies (see my post here:
Pricing_ Strategies for the Ecommerce
Entrepreneur). Too many are still
applying cost-based pricing or copying
competitors' pricing.

Place gets a little more attention in the
ecommerce world. New sales channels
are popping up every day. TikTok Shop is
all the rage now, and who knows what
the next hot thing will be. However, while
it is very important to stay up to date on
new trends, | dont recommend
entrepreneurs mindlessly launch their
product on the latest cool channel. The
right sales channel mix depends on a
business's products, cost structures,
industry, competitive landscape, and
many other factors. Businesses with
limited resources should be focused on
what will ensure long-term growth and
profitability.

AT
AANTE

MANY TIMES, PRODUCT IS THE
PROBLEM BRANDS DON'T WANT TO
SEE

The Product is the cornerstone of a
company’s strategy. It influences the
pricing and marketing strategies, the
sales channel mix.
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WHAT IS ETSY
MEMBERSHIP?

PAID INSIDER

Simona Shakin, vice president of

product and retention marketing at

Etsy, went over the perks of Etsy’s

future paid membership program. The

benefits include:

e Free U.S. domestic shipping on
millions of items

e Abirthday bonus

e Limited edition annual gift, designed
by an Etsy seller

e First access to special discounts and
select merchandise

e Double impact with Donate the
Change

It still isn't clear what products qualify,
what the bonus or gift will be, or what
this “special merchandise” will include.

The free domestic shipping is a
significant perk, as this is one of the
reasons Amazon Prime is so successful.
Customers shopping online now expect
free shipping, and | wouldn't be surprised
if Etsy eventually pressured its sellers
even more for fast shipping.

Another big question mark is the price.
Etsy did not say exactly how much
customers would pay. The only
information we have comes from Etsy's
COO, Raina Moskowitz, who said the
monthly fee will cost roughly as much as
a latte.

For now, the membership will be
released in a beta version to a selected
group of customers, with no information
on when it will be open to the general
public.

Feature s . Amazon Prime Walmart+ CostCo Gold Star
Membership
Price “Price of a Latte”?| $139 per year $98 per year $60 per year
F hioDi
Free One-Day and rees 'F,’p'ng
. Free on selected Free delivery
Delivery . Same-Day N/A
items <hiopin from store($35
pping min)
Birthday bonus
Limi .
imited edl‘tlon ‘ Warehouse
annual gift Fuel discounts
. . . accessC
First access to Prime Video, Paramount+
special discounts | Reading, Gamin Free flat tire ostco Fuel access
Other benefits P & & . Free household
and select and Amazon repair
. . card
merchandise Music access Free road hazard
. Access to Costco
Double impact warranty .
. services
with Donate the
Change
Closed-bet
Members osed-beta 29 Million 160 Million 129 Million
version soon
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if, as Etsy's COO said, the price of the
membership is “roughly the price of a
latte”, this can be worth it for shoppers
after 1-2 purchases, depending on
shipping fees and where Etsy COO buys
her lattes. Etsy said they would subsidize
free shipping benefits and not pass cost
onto sellers, but it is hard to have an
opinion until we have more details.

While that sounds like an interesting deal
for customers, Etsy will need to persuade
them to buy more frequently. How often
does the average Etsy customer need to
shop? There is Christmas, maybe a
birthday or two, or a wedding?

| can understand the success of paid
membership programs for everyday, non-
seasonal purchases: Amazon, Walmart, or
Costco. But if Etsy refocuses on its main
niche, handmade products, the scope is
much narrower. Etsy has three groups of
customers:

e Those who won't shop more than
once or twice a year no matter what,
and won't need the membership (I
assume this is the largest group).

e Those who are buying very frequently
even without a membership. These
people are likely to subscribe and buy
more.

e Those who don't buy frequently but
may spend more if they had the
option to subscribe to the paid
membership. | think that is the
smallest group.

In reality, | think this program can
increase customers’ LTV and revenues.
But would that make a big difference?
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Another big question is how profitable
this would be. If frequent shoppers now
stop paying for shipping and Etsy has to
subsidize it, how would that affect total
revenues?

CONCLUSION

We need more details on their plan and
more data on their current customer
base to really evaluate this strategy. It
can't really be compared to Amazon or
Target since Etsy has a narrow focus
and no retail stores.

However, my guess is this can move the
needle in the right direction, but may
not be enough to compensate for the
decline in GMV. And if the rate of
adoption is high, | can't see how Etsy
could keep membership costs low
without passing shipping costs onto
third-party sellers. | really like the idea
of Etsy (not so much the current
version) and | hope | am wrong, so | am
looking forward to seeing more details
on this plan.

https://www.digitalcommerce360.com/20
24/07/31/etsy-insider-beta-launch-paid-
membership-program

https://www.cbsnews.com/news/etsy-
online-shopping-loyalty-program-insider







WHAT IS THIS PARTNERSHIP ABOUT?

Amazon customers in the U.S. will now
be able to make purchases directly
through TikTok, as an Amazon
spokesperson told Bloomberg in a
report posted on 8/8/24. According to
the report, “Customers who choose to
link their accounts in the U.S. will see
real-time pricing, Prime eligibility,
delivery estimates, and product details
on select Amazon product ads in TikTok
as part of the experiences,” the
spokesperson said.

TikTok announced on the same day that
this  partnership  will “create a
frictionless shopping experience for our
users to discover, browse, and buy —
wherever and however our community
chooses to shop.” In some ways, we can
say this is similar to “Buy with Prime,”
but on TikTok.

Amazon has become saturated over the
past few years with millions of products
and keeps dedicating more and more
space to ads on their marketplace. As a
result, the company is seeing its ad
revenues increase, but it has become
more difficult for customers to find the
products they need. TikTok, being a
great channel for discovery, could make
this partnership a game changer.
However, we still don't know where this
will fit into TikTok’s existing system and
how much space will be dedicated to
these ads.

WHAT WILL BE THE CONSEQUENCES
FOR THE FUTURE OF ECOMMERCE?

Again, it is difficult to fully estimate the
consequences of this partnership
without knowing more details.
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Many people see it as a sign that Amazon
might acquire TikTok, especially given the
U.S. decision to ban it if it doesnt
separate from its China-based parent
company, ByteDance. | still think that
would be questionable under antitrust
laws.

We've also seen TikTok aggressively
pushing its social commerce feature,
TikTok Shops, working hard and investing
heavily to attract sellers and customers.
But why would they give traffic to
Amazon? Is TikTok slowing down on its
own social commerce? Do they realize
they lack the logistics capabilities to gain
market share?

On the other hand, this could be an
attempt not only to grow their user base
but to make their existing users more
engaged and more willing to participate
in social commerce. Letting them buy
from Amazon could be a stepping stone
for some users to buy on TikTok Shop.
These are pure speculations, and we'll
have to see the execution of this plan
before having a clear idea of what's
happening.

CONCLUSION

Integrating  Amazon’'s  vast  product
offerings with TikTok's highly engaging
platform could redefine how users
discover and purchase products online.
However, with limited details available,
many questions remain about the long-
term impact on both companies, their
customers, and the broader market.
Does this move show TikTok's social
commerce ambitions, or is it a sign of a
future acquisition?

https.//www.pymnts.com/news/social-
commerce/2024/amazon-deals-expands-to-tiktok-
pinterest/













WALMART'S Q2 2024 PERFORMANCE

Let's quickly go over the news: Walmart
reported strong performance in Q2
2024, especially in  ecommerce.
Consolidated revenue grew from $161B

Operating income grew even faster, up
8.4% YoY. Notably, according to John
David Rainey,  advertising  and
membership accounted for more than

in Q2 2023 to $169B, a remarkable 5% 50% of Walmart's year-over-year
increase. operating income growth in the
quarter.

‘ “Pickup is growing faster than our in-store or club
sales, and delivery is growing even faster than
pickup. Delivery accuracy and speed continue to
improve”

Doug McMillon, Walmart CEO

But the real headline is Walmart's Walmart Marketplace sales grew 32%

ecommerce sales growth, which hit 21%
globally in Q2 2024. CEO Doug McMillon
highlighted, “Pickup is growing faster
than our in-store or club sales, and
delivery is growing even faster than
pickup. Delivery accuracy and speed
continue to improve.”

YoY in Q2, showing how valuable this
channel is for brands. So, is Walmart
Marketplace becoming the new
Amazon for brands?

Walmart Ecommerce Growth YoY

YoY Growth
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IS WALMART THE NEW AMAZON?
HOW THE TWO TITANS COMPARE

With Walmart's impressive growth in
ecommerce, is it fair to say Walmart is
the next Amazon? Amazon still leads in
this race with a broader reach. Beyond
just ecommerce, Amazon is on track to
surpass Walmart as the #1 US retailer.
Amazon ended 2023 with $575B in
revenue, compared to Walmart's $648B.
However, Walmart is improving fast and
has several strengths that could help it
compete with Amazon effectively.

First, let's talk logistics. During the Q1
earnings call, President and CEO Doug
McMillon said Walmart delivered 4.4
billion items with either same-day or
next-day shipping speeds in the U.S.
over the past 12 months. They also
reduced delivery costs by 40%. With
over 4,500 stores in the US, Walmart's
extensive network boosts delivery
speed and efficiency—one of the top
reasons people love Amazon Prime. But
now, Amazon isn't the only one offering
this speed.

Walmart's product assortment is also
expanding extremely fast. We used to
say “Anything you can think of is sold
on Amazon”, the same thing is
becoming a reality with Walmart. The
marketplace has grown from 100,000
sellers last year to over 150,000. Sure,
this is not even 10% of Amazon's 1.9
million sellers, but the growth is
impressive. These new sellers are
bringing tons of new products to the
marketplace. Walmart even offers U.S.
inbound shipping to sellers in China, so
we can expect even more items.

When it comes to pricing, it's hard to tell
which platform is cheaper due to the
lack of comprehensive data. However,
studies of a few dozen items suggest
prices are similar on average, with
occasional large differences. In a
personal experiment last year, | found
Walmart slightly cheaper on average
(you can check it out here:_Case Study
on Walmart Marketplace).
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