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KEEP CALM AND E-COMMERCE ON:
HOW TO SELL IN THE U.K.




INTRODUCTION

The experts at Flow are committed to
helping retailers and brands successfully
engage in cross border e-commerce.
Each installment of this “How to" series
focuses on a different country, providing
insights into effectively launching your
e-commerce business in that market. The
focus of this eBook is one of Europe’s
powerhouse economies: the United
Kingdom (U.K.). The U.K. is made up of
four countries: England, Northern Ireland,
Scotland and Wales.
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COUNTDOWN TO BREXIT

The U.K!s relationship with the rest of Eu-
rope, and possibly the rest of the world, is
about to become significantly more com-
plex as it prepares to leave the European
Union in 2019. Although the vote was very
close and the outcome surprised many
people around the world, the U.K!'s citi-
zens voted to leave the European Union
(EU). "Brexit,” as it came to be known, is
scheduled to go into effect at 11 pm U.K.
time on Friday, March 29, 2019.

There is still a great deal of uncertainty
about future relations between the U.K.,
the EU and the rest of the world. To buy
more time, the U.K. and EU have agreed to
a 21-month “transition” period to smooth
the way to post-Brexit relations that will
not disrupt the economy.
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COUNTDOWN TO BREXIT

A great deal of economic uncertainty re-
mains around the U.K.'s departure as they
work through many cross border trade
deals. In all, the U.K. will need to renego-
tiate 759 international treaties with 168
countries when it leaves the EU, which
raises doubts around the trading relation-
ships between the EU and British busi-
nesses.’

But this also presents a tremendous op-
portunity for international businesses to
reinvigorate the cross border economy and
sell to eager e-commerce customers in the
U.K.
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THE U.K. MARKET
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The U.K. is right behind the US in frequen-
cy of online shopping: 27% of U.K. adults
surveyed said they make online purchases

"once per week” vs. 32% of US adults.?

E-commerce growth is booming in the
U.K., increasing in 2017 to 13.7 billion
pounds, or 15.6 billion euros. This is a
13.65 percent increase over 2016, and ex-

AN

RN ' perts are predicting a growth rate of 14.3
r RKET /A percent for 2019.2



THE U.K. MARKET

The U.K. has strong market penetration
when it comes to e-commerce. More than
half (51%) of U.K. consumers prefer online
to in-store shopping.* However, cross bor-
der e-commerce growth compared to oth-
er EU member countries has dipped a bit
since the Brexit vote. The U.K. is lagging
slightly behind the Netherlands, Czech
Republic, Hungary, Portugal, France and
Germany in e-commerce growth.® This
could be a temporary dip as Brexit details
continue to be worked out.
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THE CROSS BORDER E-COMMERCE OPPORTUNITY

| U.K. e-commerce shoppers are “browsers”
who don't always know what they want to

TH E CROSS BO RD E R buy online.® It's up to brands and retailers

to guide them along the customer jour-
E - Co M M E RC E ney by adding promotions across different
product categories, creating special deals
0 P PO RT U N ITY that appeal to U.K. shoppers and incentiv-
ize purchases. Further, U.K. consumers are
increasingly buying online via mobile de-
vices.® In just two years’ time, it's estimat-
ed that two-thirds of all U.K. e-commerce
purchases will be made on mobile. That's
The U.K. presents a high incidence of cross worth a colossal £43 billion.™
border shopping: 50% of U.K. online shoppers
say they have made a purchase from a non- This means responsive design of your
U.K. website.® The dominant countries of ori- website will be more important than ever,
gin for international sales are China (40%), the and your e-commerce site’s search func-

US (24%) and Germany (10%).” tionality must be as user-friendly for mo-
bile as it is for desktop.
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THE CROSS BORDER E-COMMERCE OPPORTUNITY

E-commerce shoppers in the U.K. love to
make purchases around the holidays. The
top online gift-selling holidays in this re-
gion are:

Black Friday and Cyber Monday (known
in the U.K. as "Cyber Weekend"): The hol-
iday season is the biggest for shopping in
the U.K. Between one-fifth and one-third
of all U.K. retail sales occur in the lead-up
to Christmas.™

Mother’s Day: In the U.K., Mother's Day,
or "Mothering Sunday,” as it was tradi-
tionally called, is celebrated on the fourth
Sunday of Lent, three weeks before Easter
Sunday. "Mums" across the U.K. are show-
ered with flowers, chocolates, and greet-

ing cards on this day."
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THE CROSS BORDER E-COMMERCE OPPORTUNITY

SHARE OF ONLINE SHOPPERS WHO SAY THEY Sports and cultural events: Cross bor-
PURCHASED THESE GOODS ONLINE, BY PRODUCT der brands and retailers should pay close

CATEGORY, 2017 attention to national events such as mu-
sic festivals (Glastonbury), the World Cup

Clothes and sporting goods 64% .

T and royal weddings, as these are peak
Travel and holiday accommodation 58% shopping opportunities. For example, the
Household goods 56% London Olymplc Games in 2012 gener-

_ _ ated massive e-commerce business for
43% Olympics sponsors. The official London
42% Olympics online store received 1.4 million

: unique visitors with an order volume well
SRR newspapers 36% s e
into six figures.
31%
[Electronics |
20%
Medicing 13%

Source: Ecommerce News™
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CONSIDERATIONS AND RISKS

| [CONSIDERATIONS
TAND RISKS

DID YOU KNOW?

“One of the most harshly fought
battlegrounds is that of providing a
seamless omnichannel experience to avoid
losing customers to competitors in-country
who offer a better customer experience.

In the digital age, consumers expect top-
notch customer service, and the ability

to buy what they want, anywhere, and
anytime, through various channels, offline
and online.”

United Kingdom Ecommerce Report 2018, Ecommerce Foundation

QELOW

-

As with any new market, the U.K. has some
risks and considerations that are unique to
this geographic and cultural location. The
top barrier for brands and retailers enter-
ing the U.K. market is delivering a local-
ized experience.

Adding to this challenge, U.K. shoppers
are loyal to their local brands. They will of-
ten visit the websites of their favorite U.K.
brands to look for deals before heading to
Google and other search engines.™ Trust is
a major factor: only 25% of U.K. shoppers
surveyed said, "I trust online stores from
other countries as much as stores from
the country I live in.""® “Click and Collect,”
also known as Buy Online and Pick-up In-
store, is a popular trend in the U.K. which
may present competition to purely online

stores.”
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CONSIDERATIONS AND RISKS

U.K. shoppers are some of the most tech-
nologically advanced in the world, and as
such, they want as many customer support
options as possible such as phone, email,
text and live-chat agents on a website.
Speed of your e-commerce website is also
a factor. An estimated 54% of e-commerce
websites were rated “poor” by U.K. cus-
tomers due to slow load times (more than
9 seconds to load)."™
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Cross-border transactions may be impact-
ed heavily as the U.K. leaves the EU. The
move will automatically withdraw the U.K.
from the common EU VAT area, as well as
the Customs Union. These two elements
mean that in the event of a cross-border
transaction, VAT will be charged based

on the country of supply, which may lead
consumers to pay more for a product than
they would have in the past. Customers
may also have to pay for customs clearing
duties.™

Brands and retailers who have sold goods
in the EU may be familiar with the region’s
distance selling rules. The distance selling
rules were implemented to ease the bur-
den of VAT on companies and to encour-
age more cross-border trade in Europe.
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CUSTOMS

Distance selling occurs once a company is
registered for VAT in one EU country, al-
lowing them more flexibility to supply and
deliver goods to customers in another EU
country who is not registered for VAT.?°

EU based e-commerce sellers can sell

to private consumers in other EU mem-
ber states under their local VAT number
and VAT rate until they hit the annual
sales threshold of the respective member
state.?” Once a retailer crosses the thresh-
olds of another European member state
within a calendar year, they must register
as a non-resident for VAT in that country
and apply the local rate of VAT.??
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CUSTOMS

For example, for a retailer registered for VAT in It's wise for global brands and retailers to work
Germany and selling into the U.K., the distance closely with a partner with experience and knowl-
selling rules threshold for the U.K. is £70,000.22 edge of details like the U.K.'s VAT and distance
Retailers account for the VAT in Germany until selling rules and how to handle these challenges
annual sales hit this threshold. Once over the post-Brexit. Depending on a brand’s country of
£70,000 in annual sales, retailers need to also origin, there may be drastic differences, or none
register for VAT in the U.K. Retailers should at all. But it will be up to the brands and retailers
add the correct VAT country rate to their on- entering the U.K. to be aware of these changes
line goods or risk losing money from their mar- to price items and shipping costs accordingly.
gins.?

However, with Brexit, these EU distance sell-
ing rules may be called into question when it
comes to selling into the U.K. Re-negotiating
with EU supply chain partners is still ongoing.
Until this is sorted out, many EU companies
are holding back on using British firms in their
supply chains since this could result in goods
criss-crossing borders several times, as well as
the potential for costly delivery delays.?®
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REGULATIONS

Brexit and the accompanying regulatory
uncertainties will bring international sales
challenges in the next two years. Over half
of the retailers in the U.K. think cross-bor-
der trading will become “more complex”
when the country leaves the European
Union.?® However, 44 percent of retailers
who sell abroad say they will continue with
their existing cross-border e-commerce
operations in the U.K., while 23 percent
plan to invest more in growing their busi-
ness outside the region.?”
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REGULATIONS

Brexit brings up uncertainty around an-
other major regulatory change, the Gen-
eral Data Protection Regulation (GDPR).
Currently, the U.K. is upholding the new
data protection law that delivers strict
guidelines about the use of the private
data of EU citizens. Brands and marketers
must follow mandates about the collec-
tion, storage, sharing and disposal of the
personal data belonging to EU citizens —
or pay hefty fines for non-compliance.?®
The one silver lining with this regulation is
that most retailers who are already doing
business in the EU are either complying or
working towards compliance with GDPR,
so regardless of whether the U.K. will be
considered part of the EU's “Economic
Area” where the law applies, they will be
prepared.
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LOGISTICS
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LOGISTICS

The top items sought by online shoppers
in the U.K. are small, inexpensive goods
that weigh less than 200g.2° Transit to the

UK can be bumpy and unpredictable, par-
ticularly in its more remote areas, so make
sure to protect these small goods with
robust packaging. Further, e-commerce
retailers must be prepared to present clear
language on shipping costs and policies to
remote regions such as the Isle of Wight
and Northern Ireland, as U.K. advertising
watchdogs have filed formal complaints
about misleading "free shipping offers”
that end up costing consumers.3° Brands
and retailers should work with trusted car-
riers to ensure smooth last-mile delivery.
Retailers must strike a balance between
cost of the item, shipping to hard-to-reach

areas, and low damage rates.*’
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MARKETING

MARKETING

Brands and retailers selling into the U.K.
cannot underestimate the importance of
engaging millennials. This generation is 12
million strong in the U.K. - only outnum-
bered by Baby Boomers.?? And millennials
are five times more likely to make a pur-
chase based on social media recommen-
dations.®3

Search advertising is still dominant in the
U.K., with 46% of retailers still seeing rev-
enue from this form of marketing, followed
by social media advertising and banner
advertising.®* Additionally, direct mail as

a form of engagement is still effective:
51% of U.K. consumers said they made an
online purchase after receiving a flyer or
catalog in the mail.®®
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PRICING

After decades of being part of the EU,
shoppers in the U.K. are savvy to exchange
rates and sensitive to any price inflation

from cross border retailers. Currency in-
stability has had a detrimental impact on
costs since the Brexit vote, with these in-
creases now being passed from businesses
to consumers.®® In fact, 53% of U.K. con-
sumers surveyed said price is a top consid-

P R I C I N G zrs;i;;;‘glrgcgir;g?]g?nline to shop instead of
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LANDED COST

LANDED COST

The landed cost is the total cost of purchasing
and transporting goods from the country of ori-
gin to the country in which it will be sold. A vari-
ety of fees make up the landed cost of imports,
including purchase price, freight, insurance, and
any associated country taxes or duties imposed
by the destination country.

Be sure to compare the effective cost of
an item to a locally purchased product to
ensure the offering is price competitive.
For example, the average standard ship-
ping rate of a four-pound parcel from the
US to the U.K. is $8 USD or 6 GBP; the ex-
press rate is $18 USD or 14 GBP. Compare
this to an in-country shipping rate of the
same four-pound parcel of 4 GBP standard
and 7 GBP express.

Understanding the various components
contributing to the landed cost can have
a material impact on decisions for your
product assortments, shipping tiers, and
competitive pricing strategy in the U.K.
market.
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PAYMENT AND CHECKOUT

U.K. consumers expect transparency and
communication at every step of the trans-
h action. For example, 81% of U.K. shoppers
' want to receive proof from retailers that
a purchase has been shipped, and 73%
want to track the status of the purchase.®®
And 32% of U.K. shoppers surveyed indi-
cated that “being able to get money back
if an item does not arrive or is not as de-
scribed” is a key decision influencer, ac-
cording to PayPal.2®

U.K. consumers are wary of fraud and
chargeback risks: 33% of U.K. shoppers
polled by Paysafe said that they have ex-
perienced a payment fraud in the past
year.*% That's up by 6% from last year.*'
With fraud weighing so heavily on the
minds of U.K. shoppers, cross border
e-commerce brands and retailers must
demonstrate that they can be trusted with
payment data.
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PAYMENT AND CHECKOUT

PAYMENT METHODS IN THE U.K. Customers' expectations around delivery are be-
While debit cards are still the most popular way to pay coming ever more demanding - and the questions
for online purchases, alternative payments are on the of how, when, and how much for delivery have
rise. become an important part of the buying decision in
37% this country. 49% of U.K. shoppers say free deliv-

i _ ery is the number one shipping feature that influ-
Y i nts (PayPal, Visa Checkout, Apple Pay) 25% . . .. i

ences their purchasing decisions; 17% say same-

17% day delivery; 14% say "fast delivery.”?
n Delivery 9%

The most common problems U.K. shoppers say

kept them from repeat purchases from a brand or

retailer were slower than expected delivery (29%)

HIGH EXPECTATIONS and technical website failures during ordering and
payment (27%).43

Source: Flow, “Payment Preferences for the 12 Largest Global
E-Commerce Markets”

o of U.K. shoppers say they return an item be-
24%

cause it “wasn’t what | expected,’ Return expectations are also high for this market.

U.K. shoppers return 7 billion pounds of e-com-

239, return because the “item is faulty,” i a4 0
(4 Yi merce merchandise per year.** Almost half (47%)

of online shoppers said they would be “unlikely to
shop with a retailer again” if they were charged for

Source: Ecommerce Foundation*® returns.*®

S FLOW

169, return because the item “arrived damaged.”
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CONCLUSION

Brexit brings uncertainty to the U.K. e-commerce market, but there is still a con-
siderable cross border opportunity in this region. Brands and retailers must work
to build trust with shoppers, making sure they offer localized experiences with
clear checkout and return policies. Don't go it alone; partner with a trusted inter-
national e-commerce expert like Flow for seamless market entry.

Visit us at Flow.io to request a demo
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