Intensify your success in the Chinese luxury market

FDKG Insight
In 2012, the Chinese luxury market reached a tipping point as a result of new government leadership and
resultant changing of consumer attitudes. The reduction in market growth has forced luxury brands operating
in China to become more cautious in their spending, and more focused on activities that will directly affect
sales. They have to consider new strategies and ways to reach and satisfy customers.
As specialists in the sector, FDKG has spent many years building and fine-tuning its knowledge, contacts
and experience in China so that it can service and support brands like yours. Our team is independent
and flexible, made up of Chinese and international staff that live and breathe luxury in China every day.
The services we offer luxury brands are very bespoke and personal, tailored to their needs, which is more
important today than it has ever been before.
We are a unique organisation working on both the consumer and brands sides of the market, linking the two
across our services; from regular mystery shopping of luxury stores to surveying consumers in terms of their
spending habits, and planning and executing targeted, niche and exclusive consumer events to luxury retail
service training that Chinese consumers have begun to expect and brands are now investing in.

“

To make an analogy, from 2008 to 2011 the Chinese luxury consumer
was in effect driving very fast down a highway, with a focus on the big
brand names ahead of them. In 2012 they began to slow down, which in turn
allowed them to look around, and start to see other brands, notice their other
choices, and to divert their focus as they started to appreciate these choices.
The attraction of the Chinese market is its diversity and size. While market
growth opportunities still exist for brands with strong investment capabilities
to expand into the 2nd, 3rd and even 4th tier cities, an opportunity equally
exists for affordable luxury brands to grow their popularity with the affluent
and middle class with Chinese consumers. However the current slowing of
the market growth requires an in depth understanding of the competitive
landscape, and more thought as how to differentiate brand perceptions
in order to maintain growth.

”

Market opportunity assessment reports
Over the next ten plus years, China probably offers luxury brands their largest growth potential. However,
assessing that opportunity ideally requires an independent and unbiased approach, and should be based on
strong current and historical local market knowledge. Often a brands local staff are heavily involved in the
operations of the business and do not have the time to effectively apply to an assessment like this, and those
working in Europe and the US may not possess the detailed local knowledge required to interpret and assess
the data collected.
We at FDKG by comparison, are able to deliver both the detailed local knowledge and experience, and the
independent and impartial approach required in order to deliver market opportunity assessments to luxury
brands that review:
Market size and growth potential
Provides an analysis of the competitive landscape
The current business model and its performance
The target consumer, and their expectations
Future growth potential and the brand expansion landscape
The current retail store effectiveness
The changes in the market dynamics in 2012 have undoubtedly lead to a need to reevaluate positioning,
expansion plans and consumer engagement ready for the next ten years of more controlled growth. For those
brands with limited exposure in China, now could be the defining moment for their future, and a chance to
take advantage of the period of consolidation that the larger and more well established brands have entered.
The window of opportunity will not stay open for long, and assessing the options should be actioned very
soon.

Luxury retail service auditing
In the past 18 months, Chinese luxury consumers have travelled overseas and identified that luxury service
in China is considerably lower than that elsewhere in the world, yet they now still expect this service level
or better back at home. As the market has become more competitive and consumers more selective, luxury
brands have realized that in-store service is an area of great importance and differentiation.
Luxury service involves delivering an experience commensurate with the product and the price charged for
it; it involves attention to detail and a demonstration of passion by store staff. The FDKG team all regularly
mystery shop in luxury stores across all sectors to monitor service standards, and to report back on them at a
general level. We also carry out brand specific mystery shopping on behalf of our clients.
For all brands operating in China, in-store service has become a major focus and a real challenge that we can
help with. Our experience means that our teams clearly understand great luxury service, and how it should be
delivered.
We therefore provide the following specialist skills to our clients:
Regular mystery shopping visits to multiple stores
Pre and post training mystery-shopping visits to evaluate the effectiveness of the training programme
Mystery shopping; an independent assessment of the comparative strengths and weaknesses of both
your own and competitors stores
Improving delivery of in-store luxury service

“

The educated luxury consumer has now learned that being a luxury
brand involves multiple touch points and that only having high quality
and expensive products doesn’t really make you luxury. They want personal
luxury, individual luxury and tangible luxury, and so they should. Good service
is no longer justifiable especially as the market has become tougher.
What many Chinese consumers want now, is not more glitzy stores, but staff
who know, understand and care about the brand, and who can pass their
enthusiasm onto them, appreciating that luxury is as much about service as
it is about the product. The evolution in consumer knowledge and demands
must be matched by an equivalent or superior evolution in the way brands
interact with their customers in store and online. Investment in building
more stores will not guarantee more customers, unless those whose job it is
to communicate the values of the brand really appreciate that Chinese luxury
consumers are smarter, have many more choices and are capable of
making better informed decisions than they had in the past.

”

“

China is not a service orientated society, as can be seen by most who come here when they leave the comfort of their hotel and walk the streets. Enter a luxury store,
and the assistant will firstly look at your shoes or handbag, and then decide whether they will help further. They may follow you around, or ignore you, but they will
not ‘service’ the customer, only sell to them when the time comes.
Staff training thus far does not appear to have made the sort of changes to in-store luxury service that the management will have hoped for, why? Because luxury service
training must be more about changing the attitude of retail staff, guiding them to them to identify and resolve the challenges they face, and create a culture that makes them
feel that they are cared for and able to contribute to the retail team and the store. Fast track training will never provide sustainable growth, brands must face up to
the fact that they need to focus on people development and make their staff proud of their employer and its values.

”

Luxury service training
Delivering luxury service in China has always been a challenge because of a generally weak service culture,
and that staff working in luxury stores have very limited exposure to quality luxury service themselves.
Luxury brands have known that to really differentiate themselves in the eyes of consumers as they become
more sophisticated, they must make the brand experience more engaging of which luxury service is a key
attribute.
Our unique experience in the Chinese luxury sector, through mystery shopping and regular interaction with
luxury consumers enables us to deliver luxury service training unlike any other in China. Our approach
involves working with luxury brands to implement a bespoke training programme that develops, empowers
and motivates retail staff to learn through repetition and shadowing, and that is specifically tailored to the
store, the team and the individuals that work there.
Our training releases an infectious passion in the staff, and a team spirit that then contributes to the luxury
consumer experience in store, and creates a difference.
FDKG luxury service training programmes
Are tailored for the brand, the store and the team
Are 20% classroom and 80% in-store
Complete a cycle from initial assessment to final re-assessment
Include constant monitoring of individuals and the team both face to face and through mystery shopping

Bespoke consumer events
In previous years, many luxury brands in China have held many large-scale consumer parties and events as a
method to reinforce brand status and build new connections. But now due to reduced market growth, limited
budgets and greater consumer knowledge, such large and expensive activities are on the decline.
The alternative is to run more cost effective niche activities that bring consumers very close to the brand
where its values and attributes can be better communicated. The objective is to keep key customers by
treating them in the unique manner, and to activate them as truly valued brand ambassadors.
Our team has for a number of years run niche events and experiences for our clients. These activities are
about special experiences, fine detail and communication of brand values; not marketing to the masses.
Often they are used to introduce new and exclusive products or services to a select group of customers, or to
demonstrate why a particular product is luxury through the materials or manufacturing process.
These events are run in a discrete venue, and typically involve
Meeting a designer or artisan
Learning how to select a type of product
Learning etiquette associated with a luxury lifestyle
Attendees walk away with a much stronger bond to the brand, greater knowledge about it, or about some
other lifestyle values that then convert into greater loyalty and increased purchases, or recommendation to
their peers.

“

Reading Luxury Insights China is like having an expert member of staff to
brief me for an hour each month about the Chinese luxury market and its
consumers. The opinions and factual data it contains help to stimulate my
thoughts as to the ways we address this critical market. Excellent!

”

Our products:
The Luxury Insights China report
Luxury Insights China is a unique report assessing the Chinese luxury sector that is issued 10 times a year.
The content is gathered, written and issues commented on by the researchers, analyst and operational luxury
experts from FDKG based in the country. The regular reports provide senior staff of luxury brands a concise
summary of activities and influences across the whole sector. It contains no advertising, just pure facts,
valuable opinion and market insight.
Our sector specialist market researchers are constantly monitoring the entire luxury sector in China and
specifically their sub-sectors, they are supported by independent advisors who operate within those subsectors to provide opinion and advice to the editorial team of the Luxury Insights China report. Because of
our close connections with staff working for brands in China, and a network of luxury consumers, we are
able to verify market data and assess trends on a practical level, all of which contributes to the value and
authenticity of our content.
You can read more about Luxury Insights China, and download sample data at
www.fdkginsight.com/luxury-insights-china

Our team:
Our team is made up of highly experienced and educated Chinese and international individuals who work
within teams to deliver our products and services. A single client may only require the skills of a single team,
but in many cases, their needs are met with a multi-disciplinary approach involving business consultants,
researchers, analysts and trainers.

The Insight team
The Insight team is made up of researchers and analyst who look the luxury market across its many
sectors, the brands operating within those sectors and study consumer preferences and trends.They
provide business and consumer research for luxury brands wanting to establish a physical presence in
China to evaluate the opportunity potential, receptiveness of consumers and the actual costs of doing so.

The consulting team
The consulting team of experienced marketing and business management professionals, provide advice
and guidance in the areas of China market entry, market development strategy, positioning, PR and brand
building. Their skills are applicable to brands wanting to build awareness of their status and attract and
engage with the travelling Chinese consumer, or those starting or building their physical presence on the
ground in China.

The luxury training team
The luxury training team is made up of professional trainers who regularly work for luxury hotels and
train their butlers, and those who work with luxury brands to deliver bespoke luxury retail training across
their store network. Within this team are also specialist mystery shoppers who not only provide feedback
to our clients, but also regularly mystery shop to inform the content of our retail training programmes.
Members of the Consulting and Insights teams' also regularly mystery shop as part of their research and
consultancy work.

Case studies:
Market opportunity assessment reports
An affordable luxury European furniture brand that has been in China for 15 years and has for much
of that time has been the market leader. However, in the past five years, many other domestic and
international competitors had entered the market but as the market size increased, their share did not.
Their challenge was to determine their current market position, the potential market size in ten years, and
how to expand their store coverage over that time to maintain a strong position within their sector.
They selected FDKG as a specialist consultancy with a long and solid background in China, and a flexible
approach to working with its clients.

Our task
To produce a market assessment report that would
Determine the current market size, and the competitive retail landscape and opportunity in ten years
from now
To provide two growth models for the brand in terms of retail expansion and locations
To evaluate the marketing strengths and weaknesses of the brand and make recommendations in
terms of future positioning and top level strategy

New and unique product introduction
The exclusive brand wanted to introduce a new perfume to the market in China at a very high price point.
Because of the low awareness of this type of product and knowledge of perfume, we agreed a strategy of
targeting a smaller group of influential consumers as a means to help them to understand the brand, the
value of the product and etiquette associated with it.
We created a series a high quality brand and product experiential events for small groups of consumers
that were educational and social. The result has been the change of habit and brand preference of some of
the consumers, and sales for the brand internationally.

To estimate costs for the two expansion models, and the potential returns for both
To make other general observations related current retail and operational challenges the brand faced
that we identified through the process

To produce a market assessment report that would
Create two independent market valuation models on which to estimated market size that could be
cross-referenced
Carry out face-to-face and telephone interviews with both HQ and their own retail staff
Carry out face-to-face and telephone interviews with their retail distribution partners
Run mystery shopping exercises to evaluate the brand communications and consumer engagement
process
Establish a consumer survey to determine furniture preferences, spending habits and brand
recognition

Store luxury service auditing
When opening a new flagship store a luxury brand and its consumers expect an even greater level of
luxury service than they are offered in regular stores. As part of an auditing process implemented by the
brand and run by us, it liked to look across its stores in 3 cities, and identify the luxury service challenges
it now faces and identify methods of resolving them.
Our initial task was to work with the brand to understand their current sales process and then adapted
our auditing process accordingly. A team of professionally trained auditing staff was sent out to visit
stores over a period of 4 weeks and observe the staff service standards, their interaction amongst the retail
team, the customers and the store environments. An assessment was provided to the management with
analysis on staff attitude, service levels and skills, and most importantly how improved service quality
could facility sales activities.
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