


The Study

* Background & objectives
e Scope and methodology
e Key findings
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To gauge the state of online retail behaviour and
consumers’ satisfaction

To understand the development of trade practice and
to review the legal protection to online shoppers

To recommend measures to strengthen consumer
protection




Online shopping —
state of development across countries

Germany China
73% 67%
USA \ &, —
78% | )
’ 0 ~ Japan
= 81% Vi &) 5%
Hong Kong
23%

e Grew from 7% to 23% between 2004 and 2014

* Thematic Household Survey Report No. 54 of the Hong Kong Census and Statistics Department



ma  COnsumer behaviour study

e On-street survey (Jan — Feb 2015) of 1,010 face to face interviews
e Responses from both online shoppers and non-online shoppers

mmm 1rade practices study

e Focus on 4 sectors: Airlines & Travel;, Food & Beverages; Clothing &
Beauty; Computer & Electronics

e Engage 47 online retailers (Jul 2015 — Apr 2016) and interview (24)
e Desktop research (23) and mystery shopping (15)
e Meeting with regulator and trade associations
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How much do online shoppers spend?

 Uneven distribution of spending from online purchasing population
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Annual spending band ($000)

* Half online shoppers spend $3,600 per year or less

* Average annual spend per online shopper = $15,250

e Average purchase = $790

* Average frequency = every 10 days

e Customers who buy frequently tend to buy from a wide variety of markets-,



Clothes/ Accessories

Books/ Toys

Air Tickets/ Travel

Food/ Beverages

Event/ Concerts

Dining services

Computer/ Electronic products

Beauty/ Cosmetics

at sectors are most popular?
Non-branded “Clothing / Accessories” are the most frequently bought online
Average “Always” buy online across sectors: 16%, share of “Always” buy online
is highest in “Software / Games / App”

Software/ Games/ App

Sports/ Fitness equipment
Branded fashion items
Household products
Household appliances
Health products

Insurance

25% of online
shoppers buy
in this market,
42% of these
people
“Always” buy
online

Always buy online

Sometimes buy online

89%

0%

25%

50% 75%

100%



‘How frequently and diversely do
people shop online?

e Customers who buy frequently tend to buy from a wide variety of markets

Frequency of online purchasing per year

More than every month

Every month

Every 2 months

Less than every 2 months
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Number of online sectors consumer buys from
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 Goods are cheaper than on-street and quality meet expectations
* Younger consumers appreciate goods arriving on time and online’s
convenience more than older shoppers

The goods were cheaper than on-street shops

The goods or services received met my expectation

The goods arrived on time

Quick and convenient

The online shopping sites were user-friendly 7%

u 15-44 years old

The online shopping sites had a precise search function
which enabled convenient search of goods in need

w 45 years old or above

Good pre-sales and after-sales services

No unhappy online purchase experience

Safe online transaction with guaranteed privacy and [l 2%
security of personal information

Wide variety of products with an abundance of choice 2% *




What drives first time online purchase?

Recommendations
from friends &
relations

@

&P 43%

Quick and
convenient

36%

Recommendations from
friends and relatives

Quick and convenient

50%

Cheaper goods or services
in online shops or platforms

Cannot purchase such goods or services
through other channels

No time to purchase in person

Wide variety of products
with an abundance of choice

Recommendations in online forums/
product review websites

Recommendations in advertisements/
promotions

Follow the trend

Good reputation of online shops or
platforms

Attractive/ suitable products

Reviews by other buyers

2%
3%
2%
3%

1%
2%

1%
3%

1%

3%

E Female

u Male




Criteria to select online shopping websites

e Consumes prefer sites with Good reputation (76%) and Track record (62%)
* User friendliness (37%) and Security measures (33%) are also important

Good reputation 76%
Good track record of sales

User-friendly online shopping sites

With privacy and security protection measures

With accrediation by the third party or
independent organisations

With contact information of independent
sellers

With contact information of

the online shops or platforms

29%

20%

17%
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Will shoppers switch for 5% price saving?

* 63% switch between online and on-street
e Shoppers who shop online more frequently and from greater diversity of
markets are more liable to switch

Total

Frequency

Less than once a month
Once a month or more
Diversity

>4 markets

<=4 markets

0% 25% 50% 75% 100%
B Would switch to online, but not to on-street l Would switch between online and on-street

B Would not switch between online and on-street at all & Would switch to on-street, but not to online



)
ow do consumers seek redress?

* Mostly contact sites directly for redress, but younger customers are less
tolerant of bad experiences
* Mature customers tend to seek help from the Council more

Make complaints/ enquiries to

the online shopping sites 53%

Never use the online shopping site again

Make complaints to the Consumer Council
18%

Return/ exchange the goods/ get refund M 15-44 years old

i 45 years old or above
Do nothing

Share with friends and relatives

Share on online forums

Give poor ratings/ reviews



Worry about leakage of
my personal information

Have no confidence in the product quality
(likely to purchase goods that
do not conform to specifications)

22%

30%

Don't have the need to make online purchase

Don't know the sites that
allow me to shop online

Enjoy the process of onstreet shopping
Have no confidence in online shopping
(it's unsafe, has no guarantee,

one can be deluded easily)

Convenient to shop in Hong Kong

Afraid that it is difficult for me to
return the goods

Payment restriction (e.g. no credit card)

Online shopping procedures are complicated

Worry that I might not receive the goods
after making the payment

Delicate/ high-value products
may be damaged in the delivery

Others

3%

2%

1%

1%

15%

. Afraid of online shopping

Lack of knowledge about
| online shopping

[ Do not need online shopping




What drives for an attempt?

e Better refunds / returns policy is the most popular encouragement
e Lack of clarity in the terms and conditions second most cited impediment

What converts
shoppers online .
Guarantee of after-sales Better transparency of More payment options
refunds / returns terms and conditions 24 0/
0
48% 2 9%

W W
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What online safety measures used?

Widely suggested safety measure are not disclosing information (72%) and
changing password regularly (70%)

* Using encrypted connections (9-15%) or providing credit card verification
(28%) were seldom mentioned

Do not disclose personal/ account information easily 72%

Change passwords regularly 70%
Make use of SMS verification

Use longer/ more complex passwords
Provide credit card verification mechanism
Raise network security of personal computer
Install website filter

Use SSL encrypted connection

Use https encrypted connection




Conclusions — consumer survey

* Online shoppers have high satisfaction.

 They buy from a diverse range of markets and appreciate
cheaper prices, and goods meeting expectations.

 Non-shoppers nervous about data leakage and product
quality. Better and clear return policies and terms and
conditions are necessary to boost confidence.

 Consumers lack knowledge of certain key security
measures and could be exposed to risks.






Search
engines
e.g. Google

Platform

e.g.
hotels.com

After sales
services
providers

Producers &
service
providers

Delivery
companies

Bank and Payment
credit card gateways
companies e.g. PayPal



Issues arising from trade practice study

1. Lack of transparency about traders’ geographic location
2. Complexity arising from third-party platforms

3. Price display, delivery arrangement and refund

4. Privacy and right to be forgotten

5. Payment options
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Key findings across all markets (1)

* “hk” does not imply business is Hong Kong based
* Expensive and inconvenient to resolve disputes with overseas traders

* |n some sectors traders are highly reliant on platforms

* |Improper data sharing or untimely transfer between platform and
merchants can create risk to consumers

* Drip pricing and disclosure of additional charges shown at a late stage
during order

» 8 of the 15 purchases made by Council did not offer refunds unless goods
deemed sub-standard by retailer



Key findings across all markets (2)

Two thirds of websites researched required
customers to register as a member to make a
purchase

Around 20% of websites did not ask whether
users could opt-out of data being used for
marketing

Only 20% of websites Council researched
allowed customers to pay cash-on-delivery,
cheques or bank transfers



Inadequacy of Information

No specific
provisions in Hong
Kong legislation to
govern information
disclosure regarding
online purchases,
but exists in
Mainland China,
Taiwan and EU

EE

Identity of the trader

Address and contact details of the trader
The conditions, time limit and procedures
for exercising “right to cancel”
Arrangements for payment, delivery,
performance, and the time by which the
trader undertakes to deliver the goods or
to perform the services

Any additional delivery charges and any
other costs

Duration of the contract, or the
conditions for terminating the contract
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Privacy risk

* Traders have to comply with Personal Data
(Privacy) Ordinance and its 6 data principles

* Risk of misuse of personal data
e.g. passing of personal data to delivery agent
without sufficient data protection measures,
such as confidentiality undertaking

* Consumer education is needed — from
consumer survey, 1/3 quoted privacy and
security measures as critical to establish trust




Consumer alerts

Pay using a secure payment method & ensuring

security of personal data

Consult trusted people and websites before

making purchase on an unfamiliar website
Be aware of terms and conditions
Reducing nuisance from unwanted marketing

Consumers should make sure they know their

rights of refund

Don't believe claims that appear too good to be

true

26



Online retail is a game
changing evolution in how
consumers shop,
collaborative efforts would
be crucial to foster a win-
win and healthy online
retail environment to
prosper in Hong Kong and
worldwide.
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