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I. Executive Summary 

 

The rapid ascent of Chinese e-commerce platforms such as Shein, Temu, and 
AliExpress presents a profound and multifaceted challenge to the UK retail sector. 
These platforms, characterized by innovative business models and aggressive market 
strategies, are swiftly capturing significant market share, leading to quantifiable 
economic, regulatory, ethical, and societal costs for the United Kingdom. The analysis 
reveals that the aggressive pricing strategies employed by these Chinese platforms, 
underpinned by their unique supply chain efficiencies and the exploitation of existing 
regulatory loopholes, are directly causing a substantial erosion of market share and 
revenue for traditional UK retailers. This dynamic is not merely a reflection of evolving 
consumer preferences but represents a fundamental structural disadvantage for 
domestic businesses. 

The pervasive influence of these platforms necessitates a comprehensive 
re-evaluation of current UK trade policies, consumer protection frameworks, and 
established retail business models. This calls for systemic and adaptive responses 
rather than isolated, superficial adjustments. The continued growth of these Chinese 
giants underscores the urgent need for UK businesses to innovate and for 
policymakers to implement robust, forward-looking regulations to ensure fair 
competition, safeguard consumer welfare, and protect the integrity of the domestic 
market. 
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II. Introduction: The Unstoppable Ascent of Shein, Temu, and 
AliExpress in the UK 

 

The United Kingdom stands as a global leader in e-commerce, holding the 
third-largest market position worldwide, trailing only China and the United States. 
Projections indicate that UK e-commerce revenue is set to reach an impressive 
$285.60 billion by 2025.1 As of January 2021, online sales already accounted for a 
significant 36.3% of the total retail market in the UK.1 This advanced digital 
penetration, coupled with high rates of internet and mobile usage, positions the UK as 
a highly attractive and digitally-ready market. However, this very maturity and digital 
readiness also render it particularly susceptible to disruption by highly efficient, 
low-cost models. The established digital infrastructure and widespread consumer 
comfort with online shopping create fertile ground for new entrants that can quickly 
capture market share, especially those offering substantial price advantages. 

Into this dynamic landscape have surged three prominent Chinese e-commerce 
giants: Shein, Temu, and AliExpress. Each operates with distinct yet equally disruptive 
business models, fundamentally reshaping global retail and posing significant 
challenges to established players in the UK. 

 

Introduction to the Chinese E-commerce Giants 

Shein, founded in 2012, operates as a global fashion and lifestyle e-retailer committed 
to making fashion accessible to a broad audience.3 Its core innovation lies in an 
"on-demand business model," which prioritizes precision and agility unmatched in 
traditional fashion. This model involves launching new products in small initial batches, 
typically 100 to 200 items, and then evaluating real-time customer feedback to 
determine which products to restock. This highly automated, demand-driven 
approach minimizes production waste and addresses the mismatch between 
customer demand and merchandise supply, enabling Shein to offer a wide variety of 
affordable products.3 The company's proprietary digital supply chain empowers 
thousands of small and medium-sized businesses by providing them with real-time 
insights into demand and inventory, fostering long-term relationships with suppliers 
globally.4 
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Temu, launched in September 2022 by PDD Holdings (the parent company of China's 
leading e-commerce platform Pinduoduo), operates primarily in the 
direct-to-consumer (D2C) market.5 It connects consumers directly with a vast array of 
affordable products, ranging from fashion and electronics to home goods and toys, 
predominantly sourced from Chinese manufacturers and suppliers.5 Temu is renowned 
for its "ultra-low prices," with products often being 90% cheaper than competitors 
(e.g., a $4.47 tank top or an $8.99 smartwatch).5 Its aggressive marketing, 
encapsulated by slogans like "Shop like a billionaire," and its gamified shopping 
experience, leveraging features like spin-the-wheel games and referral programs, are 
designed to attract and retain budget-conscious consumers.5 This direct sourcing 
model, combined with economies of scale and lower labor costs in China, enables 
Temu to maintain its highly competitive pricing.7 

AliExpress, operated by Alibaba Group, was launched in 2010. Unlike its B2B 
counterpart Alibaba.com, AliExpress caters to smaller orders and individual buyers, 
facilitating sales directly from small businesses in China and other locations (such as 
Singapore) to international online consumers.8 It functions purely as an e-commerce 
platform, not a direct seller itself.9 Since 2013, AliExpress has fully transitioned to a 
consumer-oriented (To-C) platform, investing significantly in localized efforts and 
enhancing e-commerce infrastructure capabilities, including logistics and payment 
systems, in key markets.9 More recently, AliExpress has adapted its strategy by 
opening its platform to local UK suppliers and introducing faster delivery options, 
including an hourly delivery service for certain household products in the UK.10 
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Rapid Market Penetration and Growth in the UK 

 

The market penetration and growth rates of these Chinese platforms in the UK have 
been nothing short of remarkable, demonstrating their ability to quickly capture 
consumer attention and spending. 

Shein has significantly expanded its footprint in the UK apparel market. Its market 
share increased from 1.7% in 2022 to 2.2% in 2023, solidifying its position as the 14th 
largest apparel retailer.11 Within the more specific "ultra-fast fashion" segment, Shein's 
dominance is even more pronounced, accounting for a substantial 40% of the UK 
market in 2022, an increase of 11.3 percentage points from 2021.12 This growth is 
largely attributed to increased brand awareness and the rising demand from 
inflation-hit consumers seeking more affordable clothing.11 Financially, Shein's UK 
business generated revenues of £1.55 billion in 2023, marking a 38% increase from its 
previously reported £1.12 billion for the 16-month period ending 2022. During this 
period, its pre-tax profits doubled to £24.4 million.13 

Temu has experienced explosive growth since its UK launch in April 2023.7 It quickly 
became one of the fastest-growing apps in the UK, with its monthly active users 
surging by 53% year-over-year, from 6.5 million in 2023 to 9.9 million in 2024.16 Temu 
was also recognized as the most downloaded iPhone app in 25 out of Apple's 
approximately 30 localized markets in 2024, including the UK.16 The UK now 
represents Temu's largest market in Europe, accounting for 7.4% of its global app 
downloads.7 

AliExpress, while a more established player, has also demonstrated significant recent 
growth in the UK. During the crucial Black Friday to Cyber Monday shopping weekend 
in 2023, AliExpress became the UK's most popular shopping site, experiencing a visit 
increase of over 140%.10 It was also ranked as the 5th most downloaded app by UK 
consumers in 2024, indicating its continued relevance and growing user base.19 
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The rapid growth of these platforms in the UK market is not accidental; it stems from 
sophisticated, data-driven strategies. Shein's "on-demand" model 4 allows for extreme 
agility and minimal waste, directly translating to lower prices. Temu's "gamified" 
experience 5 and aggressive marketing 6 are meticulously designed for high user 
engagement and retention. AliExpress, an older platform, is adapting by opening to 
local UK suppliers and offering faster delivery options.10 This demonstrates that these 
platforms are not static threats but dynamic entities that continuously refine their 
approach to capture market share. This means UK businesses must recognize that the 
competition is not just on price but on business model innovation, supply chain 
efficiency, and consumer engagement. Simply maintaining traditional retail practices 
will not suffice against such agile competitors. 

Furthermore, the observed shift in Shein's and Temu's advertising and growth focus 
towards Europe, including the UK, is a direct strategic response to increasing tariff 
pressures and regulatory tightening in the US. This highlights their global agility and 
willingness to pivot to more favorable regulatory and market environments. For 
instance, US spending on Temu and Shein saw significant declines after the 
elimination of the "de minimis" loophole and rising tariffs, leading both companies to 
slash US ad budgets while ramping up digital advertising in European markets, 
including the UK.20 This strategic pivot underscores that the UK cannot view its market 
in isolation; global regulatory actions directly influence where these giants 
concentrate their efforts, potentially intensifying the competitive landscape for UK 
businesses if other markets become less hospitable. 

Table 1: Key UK Market Share & Growth Figures for Shein, Temu, AliExpress 
(2022-2024) 

 
Platform Metric 2022 Figures 2023 Figures 2024 Figures Source 

Snippets 

Shein UK Apparel 
Market 
Share 

1.7% (14th 
largest 
apparel 
retailer) 11 

2.2% 11 N/A 11 

 UK 
Ultra-Fast 
Fashion 

40% (+11.3 
pts vs. 2021) 
12 

N/A N/A 12 
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Market 
Share 

 UK Sales 
Revenue 

£1.121 billion 
(Oct-Dec 
2022) 11 

£1.55 billion 
(+38% YoY 
from 
previous 
report) 13 

$2 billion 
(estimated) 
13 

11 

Temu UK Monthly 
Active Users 

N/A 6.5 million 16 9.9 million 
(+53% YoY) 
16 

16 

 UK App 
Downloads 

N/A N/A Most 
downloaded 
iPhone app 
in UK (25/30 
markets) 16; 
7.4% of 
global app 
downloads 7 

7 

 Average 
Savings 
Reported by 
UK Users 

N/A N/A 25% 22 22 

AliExpress UK Black 
Friday/Cyber 
Monday Visit 
Growth 

N/A >140% 10 N/A 10 

 UK App 
Download 
Ranking 

N/A N/A 5th most 
downloaded 
app 19 

19 
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III. The Economic & Competitive Costs to UK E-commerce 

 

The rapid expansion of Chinese e-commerce platforms in the UK has tangible 
economic and competitive costs for the domestic retail sector. These costs manifest 
through market share erosion, unfair competitive advantages, and significant pressure 
on pricing and profitability for UK businesses. 

 

Market Share Erosion and Revenue Impact 

 

The aggressive market entry and growth of Shein, Temu, and AliExpress are directly 
displacing established players in the UK e-commerce landscape. Market research 
indicates that Amazon and eBay, long-standing giants in the UK, have experienced a 
notable decline in their mobile app user bases. Since the beginning of 2023, Amazon 
has seen approximately one million daily mobile shoppers disappear, while eBay has 
lost nearly two million. These shoppers appear to have found new platforms in the 
form of Chinese-made shopping apps like Shein and Temu.24 This shift is not merely a 
change in preference but a direct reallocation of consumer spending. 

Shein's substantial sales figures in the UK underscore the significant revenue being 
captured by these platforms. Its UK business generated £1.55 billion in revenue in 
2023, representing a 38% increase from its previous reporting period.13 This growth, 
coupled with its dominant 40% share of the UK ultra-fast fashion market in 2022 12, 
directly pressures incumbent UK fast-fashion retailers such as Boohoo and Asos.13 
While Shein records impressive revenue, its local UK operations remain lean, with only 
33 employees in 2023, suggesting that much of the economic benefit, including 
profits, flows out of the UK.13 Temu's rapid user acquisition, reaching 9.9 million 
monthly active users in the UK in 2024 16, and reported average consumer savings of 
25% 22, further illustrate the scale of consumer migration. Similarly, AliExpress's surge 
in popularity, evidenced by a 140% increase in visits during peak shopping periods 10, 
indicates a significant capture of consumer spending that would otherwise likely go to 
domestic retailers. 
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Unfair Competitive Advantages and Pricing Pressure 

 

The ability of Chinese e-commerce platforms to offer products at "ultra-low prices" 
stems from a combination of highly efficient business models and, critically, the 
exploitation of regulatory and logistical advantages that create an inherently uneven 
playing field for UK businesses. 

A primary competitive advantage is the "de minimis" customs duty loophole. Under 
current UK rules, goods valued at £135 or less can enter the country without incurring 
customs duties.27 This policy, originally intended to simplify customs procedures for 
low-value gifts, is now widely utilized by platforms like Shein and Temu to ship millions 
of individual, low-value parcels directly from China to UK consumers duty-free.27 UK 
retailers argue this creates a significant unfair advantage, as they are subject to full 
VAT and import taxes on their goods.27 The UK government is currently reviewing this 
threshold 27, and the European Union is also considering scrapping its €150 duty-free 
threshold.29 

Beyond customs exemptions, these platforms benefit from state-subsidized 
shipping costs from China. Reports indicate that Chinese platforms receive state 
support for transport, making it highly cost-effective to send cheap goods by air 
freight directly to consumers worldwide.29 This further reduces their operational costs 
compared to UK-based businesses, which typically pay market rates for international 
shipping. 

The direct sourcing and minimal markups inherent in their business models also 
contribute significantly to their low prices. Temu and Shein bypass multiple 
intermediaries, such as distributors and traditional retailers, by connecting 
manufacturers directly to consumers.5 This "direct-from-factory" approach, combined 
with the vast manufacturing capacity and lower labor costs in China, allows them to 
offer products at prices often 90% cheaper than competitors.5 Shein's on-demand 
model, by minimizing overproduction and waste, further saves costs across its 
operations, which are then passed on to customers as lower prices.4 
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Challenges also arise from HMRC VAT rules and compliance issues. Since January 
2021, online marketplaces have been legally liable for collecting and accounting for 
UK VAT on goods valued at £135 or less sold from outside the UK to Great Britain.35 
However, a report by the Committee of Public Accounts revealed that the additional 
tax collected from online marketplaces was £1.5 billion, a figure five times greater than 
HMRC's initial estimate. This significant discrepancy suggests a considerable 
underestimation of the scale of VAT evasion.36 Furthermore, concerns exist regarding 
overseas traders falsely registering as UK-established sellers due to lax checks in 
HMRC and Companies House registration processes, enabling them to evade VAT and 
gain an unfair advantage.36 HMRC has recently (June 2025, reported July 2025) issued 
new guidance emphasizing the critical need for online marketplaces to implement 
robust "Know Your Customer" (KYC) procedures to verify seller establishment status 
and ensure VAT compliance.37 From January 2024, digital platforms are also required 
to report details of their sellers, including income, to HMRC to detect 
non-compliance.38 

The combination of the "de minimis" loophole, state-subsidized shipping, and 
direct-from-factory sourcing creates a profound, multi-layered cost advantage for 
Chinese e-commerce platforms that is structurally almost impossible for traditional 
UK e-commerce businesses to match. This leads to an accelerated erosion of market 
share and revenue for domestic players. The individual factors—duty-free imports 
under £135 27, subsidized shipping 29, and direct sourcing for lower production costs 
5—are each significant. When combined, they do not just offer a slight competitive 
edge; they create a fundamental disparity in cost structures. This explains how these 
platforms can offer prices "90% cheaper" 5 and why UK retailers are experiencing 
declining app users 24 and expressing strong concerns about unfair competition.29 
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The substantial discrepancy between HMRC's estimated and actual VAT collection 
from online marketplaces 36 points to a significant, previously unquantified, loss of tax 
revenue for the UK government. This highlights a critical regulatory lag in adapting to 
the scale and complexity of modern cross-border e-commerce, impacting public 
finances and the ability to invest domestically. HMRC's initial estimate of £1.5 billion in 
additional tax from online marketplaces was five times lower than what was actually 
collected.36 This is more than a simple miscalculation; it suggests a deep 
misunderstanding of the volume and value of these transactions and the extent of 
non-compliance. The ease with which overseas traders can falsely register as 
UK-established 36 further exacerbates this. This implies that the UK economy is losing 
out on substantial tax revenue, which could otherwise support public services or 
domestic businesses, and that the "level playing field" issue extends to national 
finances, not just commercial competition. 

A hidden pattern emerging from global trade dynamics is the likely "product dumping" 
effect. The elimination of the "de minimis" loophole in the US for Chinese imports is 
predicted to cause a surge of low-cost Chinese goods to be rerouted from the US to 
the UK. This will further intensify competitive pressure on UK retailers already 
struggling with existing market dynamics. Snippets 20 and 21 explicitly state that US 
spending on Temu and Shein dropped significantly after the de minimis loophole was 
eliminated, leading these companies to shift their focus and increase ad spend in 
Europe, including the UK. Snippet 31 directly articulates UK retailers' fears that 
"diverted stock originally intended for the American market could instead flood into 
the UK." This reveals a direct, negative ripple effect of policy changes in another major 
market, underscoring the interconnectedness of global trade regulations and the 
potential for the UK to become a recipient of displaced goods. 
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Table 2: Comparison of Business Models: Chinese Giants vs. Traditional UK 
E-commerce (Key Differentiators) 

 
Feature Chinese E-commerce Giants 

(Shein, Temu, AliExpress) 
Traditional UK E-commerce 
(Typical Characteristics) 

Business Model On-demand retail (Shein), 
D2C online marketplace 
(Temu), B2C online 
marketplace (AliExpress) 4 

Traditional retail/brands with 
online presence [Implied] 

Sourcing Model Direct from Chinese 
factories/manufacturers 
(tightly integrated or vast 
networks) 4 

Diverse (local, international, 
often with intermediaries) 
[Implied] 

Pricing Strategy Ultra-low, demand-driven 
(Shein), Ultra-low (often 90% 
cheaper), gamified discounts 
(Temu), Competitive, 
value-focused (AliExpress) 4 

Market-driven, generally 
higher (reflecting full costs, 
VAT, overheads) 27 

Supply Chain Agility High (small batch testing, 
rapid reorder for Shein; 
leverages PDD network for 
Temu) 4 

Variable (often slower than 
ultra-fast fashion models) 34 

Customs/Tariffs Advantage Benefits from de minimis 
loophole (goods <£135 
duty-free) 27 

Full customs duties on 
imports >£135 27 

Shipping Cost Advantage State-subsidized air freight 
from China 29 

Market-rate shipping costs 19 

Marketing Approach Digital-first, social 
media-driven, influencer 
marketing, aggressive 
gamification 3 

Diverse (digital, traditional, 
brand-building, often DTC 
focus) 41 

Inventory Management Minimal waste, low unsold 
inventory (Shein); Data-driven 
optimization, minimal platform 
inventory risk (Temu) 4 

Traditional inventory 
management, higher 
overheads [Implied] 
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IV. Regulatory, Ethical, and Societal Costs 

 

Beyond the direct economic and competitive pressures, the proliferation of Chinese 
e-commerce platforms in the UK raises significant regulatory, ethical, and societal 
concerns. These issues, often stemming from differences in operational standards and 
regulatory oversight, impose hidden costs on consumers, domestic businesses, and 
the broader UK environment. 

 

Product Safety Concerns 

 

A critical concern is the prevalence of unsafe products. A recent Nordic study found 
that as many as 71% of low-cost products purchased from Shein and Temu contained 
hazardous substances banned in the European Economic Area (EEA).42 Specific 
examples include phthalates found in plastic toys at levels up to 240 times above the 
legal limit, and fluorine (indicating the illegal presence of PFAS, or "forever 
chemicals") in disposable tableware and baking paper.42 The sheer volume of 
products shipped directly from outside the EEA, often under the "de minimis" rule, 
makes it exceedingly difficult for regulatory authorities to monitor and ensure 
compliance with UK and EU safety standards before they reach consumers.29 

Regulatory bodies are taking action, but the scale of the challenge is immense. The 
European Commission has opened an investigation into Temu over accusations of 
failing to adequately prevent the sale of illegal products and is considering measures 
to make platforms, not just individual sellers, liable for dangerous products sold on 
their sites.23 In the UK, the Office for Product Safety and Standards (OPSS) has issued 
numerous recall and withdrawal notices against China-based online sellers for unsafe 
electrical products, citing risks such as electric shock due to inadequate insulation or 
non-UK plugs.45 Shein itself has faced product recalls in the UK, including children's 
sleepwear sets that presented a high risk of burns due to flammability failures.46 The 
diligent work of bodies like Suffolk Trading Standards highlights the scale of 
non-compliance: they reported that 49% of consignments examined at Felixstowe 
port contained unsafe products, preventing 135,000 hazardous items from entering 
the UK and saving the economy an estimated £12.8 million annually.47 
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The sheer volume of low-value parcels entering the UK directly from China, facilitated 
by the de minimis rule, creates a systemic challenge for product safety enforcement. 
This overwhelms existing inspection capacities, making it exceedingly difficult to 
intercept non-compliant or hazardous goods before they reach UK consumers, 
effectively turning the UK into a potential "dumping ground" for substandard 
products. The fact that millions of parcels can enter with minimal checks 27, combined 
with the high percentage of hazardous substances found in products 42 and the 
numerous OPSS recalls 45, demonstrates the tangible risks. The finding by Suffolk 
Trading Standards that 49% of consignments were unsafe at Felixstowe 47 quantifies 
the scale of the problem at entry points, indicating that the current regulatory 
infrastructure is not equipped to handle the volume, leading to a significant consumer 
safety gap. 

 

Intellectual Property Infringement & Counterfeiting 

 

Intellectual property (IP) infringement and the sale of counterfeit goods represent 
significant costs to UK businesses, stifling innovation and leading to substantial job 
losses. Shein, in particular, has faced repeated allegations and legal actions regarding 
the copying of designs. It is currently embroiled in a UK lawsuit with footwear 
company Golden Wolfe Ltd, which alleges that Shein "slavishly copied" 45 of its shoe 
designs, violating both UK registered and unregistered design rights.48 

Shein has a documented history of such IP disputes, with previous lawsuits from major 
brands including Deckers (maker of UGG boots), Levi Strauss, AirWair International 
(owner of Dr. Martens boots), and Ralph Lauren, all alleging copyright and trademark 
infringement.48 Beyond large corporations, independent designers and artists have 
also voiced concerns about strikingly similar versions of their original work appearing 
on Shein's platform.48 A US lawsuit even alleges that Shein employs an 
"industrial-scale" algorithm to identify popular designs online and replicate them 
rapidly without permission.48 

 

 

 

Media-M  www.media.m.co.uk 

http://www.media.m.co.uk


 

The broader issue of counterfeiting has severe economic repercussions. A 2020 study 
by the UK Intellectual Property Office (IPO) reported that counterfeiting caused an 
estimated 80,500 job losses in the United Kingdom each year.49 Across the European 
Union, data from 2018–2021 showed that the clothing industry alone lost 160,000 
jobs due to counterfeiting, with cosmetics and toy sectors also significantly 
impacted.49 The majority of the world's counterfeit goods are exported from China.50 
While e-commerce platforms often have mechanisms for reporting infringement, they 
typically require concrete evidence of IP registration from rights owners before taking 
action against infringing products.49 

 

Supply Chain Transparency and Labour Rights 

 

Concerns about supply chain transparency and labour rights, particularly allegations 
of forced labour and exploitative working conditions, cast a shadow over the ultra-low 
prices offered by these platforms. The UK Parliament's Business and Trade Committee 
(BTC) has initiated an inquiry, questioning representatives from Shein and Temu on 
labour rights within their national operations and international supply chains.51 

These concerns include allegations of exploitative working conditions, excessive 
working hours, and unsafe environments within their Chinese manufacturing facilities. 
Suppliers, facing relentless price and speed pressures from these platforms, are often 
compelled to cut corners, potentially leading to such abuses.34 While Shein maintains 
a "zero-tolerance policy" on forced labour and states it conducts thousands of audits, 
with 92% carried out by third-party internationally verified agencies, skeptics argue 
that the opaque nature of their vast and fragmented supplier networks makes true 
oversight challenging.34 The parliamentary inquiry aims to prevent the UK from 
inadvertently "exporting" labour abuses or supporting practices like modern slavery 
through its purchasing decisions, ensuring that British buyers do not unwittingly 
support practices that are being stamped out domestically.51 
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Environmental Impact 

 

The "ultra-fast fashion" model, pioneered by Shein and increasingly adopted by 
others, encourages a disposable culture that carries significant environmental costs. 
The fashion industry as a whole is a major contributor to global carbon emissions, 
accounting for 10% annually, with an alarming 92 million tonnes of clothes discarded 
worldwide each year.7 

These platforms heavily rely on air freight for global shipping due to the speed 
required for their fast-fashion cycles and direct-to-consumer model. Air freight is 
significantly more polluting than sea freight, producing 20 to 30 times more 
emissions.7 For instance, a 1kg package shipped from China to the UK produces 
approximately 4.75kg of CO2, which is equivalent to driving 22 miles in a petrol car.7 
Furthermore, online retailers like Temu generate 4.8 times more packaging waste than 
traditional offline retailers.7 There is also a notable lack of transparency from Temu 
regarding its sustainability practices, with minimal and vague annual sustainability 
reports, despite claims of planting trees.7 

The persistent allegations of intellectual property infringement, forced labor, and 
significant environmental impact, coupled with the platforms' often opaque supply 
chains, risk eroding broader consumer trust in the e-commerce ecosystem. This also 
undermines the competitive position of compliant UK businesses that adhere to 
higher ethical, labor, and environmental standards. The repeated IP lawsuits against 
Shein 48, the UK Parliament's inquiry into forced labor 51, and the documented high 
environmental footprint 7 collectively paint a picture of business models that 
externalize significant costs onto IP owners, workers, and the environment. While 
these practices enable low prices, they create an unfair playing field for UK 
businesses that invest in ethical sourcing and sustainable practices, potentially 
leading to a race to the bottom in terms of standards. 
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The increasing regulatory scrutiny and proposed measures in the EU (e.g., Digital 
Services Act, product liability, tariffs) and the US (tariffs) indicate a growing global 
trend towards holding these platforms more accountable. This suggests that similar 
pressures and legislative changes in the UK are likely, potentially impacting the 
long-term viability of their current low-cost business models. Snippets detail EU 
investigations 23, proposed EU tariffs 32, and US tariff changes.20 The EU's move to 
make platforms liable for dangerous products 29 is a significant shift. This 
demonstrates a coordinated, albeit varied, international effort to address the systemic 
issues. While the UK's response is distinct, it operates within this global context, 
implying that the current advantages enjoyed by Chinese platforms in the UK might 
not be sustainable if global regulatory trends continue to tighten, forcing them to 
adapt or face higher operating costs. 
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Table 3: Summary of Regulatory & Ethical Concerns and their Quantifiable 
Impacts 

 
Concern Area Specific Issues Quantifiable 

Impacts/Facts 
Regulatory/Legal 
Actions 

Source 
Snippets 

Product Safety Hazardous 
chemicals in 
products, 
non-compliant 
electrical goods 

71% of low-cost 
products with banned 
substances 42; 
Phthalates 240x legal 
limit in toys 43; 49% of 
Felixstowe port 
consignments unsafe 47 

EU 
investigations 
into Temu/Shein 
23; UK OPSS 
recalls/withdraw
als 45 

23 

Intellectual 
Property 
Infringement 

Copied designs, 
widespread 
counterfeiting 

80,500 UK jobs lost to 
counterfeiting annually 
49; 160,000 EU clothing 
jobs lost (2018-2021) 49 

Golden Wolfe 
lawsuit against 
Shein in UK 48; 
Previous 
lawsuits against 
Shein (UGG, Dr. 
Martens, Ralph 
Lauren) 48 

48 

Labour 
Rights/Supply 
Chain 

Allegations of 
forced labour, 
exploitative 
working 
conditions, 
opaque supply 
chains 

Suppliers face 
"relentless price and 
speed pressure" 34; 
Shein claims 92% 
third-party audits, 
zero-tolerance on 
forced labor 52 

UK Parliament 
Business and 
Trade 
Committee 
inquiry 51 

34 

Environmental 
Impact 

Ultra-fast 
fashion's 
disposable 
culture, high 
carbon 
emissions from 
air freight, 
excessive 
packaging 
waste 

Fashion industry 
contributes 10% of 
global CO2 emissions 7; 
92 million tonnes of 
clothes discarded yearly 
7; 4.75kg CO2 per 1kg 
package (China to UK) 7; 
Online retailers generate 
4.8x more packaging 
waste 7 

Growing 
regulatory focus 
on sustainability 
(e.g., EU Digital 
Product 
Passport) 21 

7 

 

Media-M  www.media.m.co.uk 

http://www.media.m.co.uk


 

 

V. Understanding the Consumer Appeal: Beyond Just Price 

 

The remarkable success of Chinese e-commerce platforms in the UK cannot be 
attributed solely to their low prices. A deeper analysis reveals that their appeal is 
rooted in a sophisticated understanding of consumer psychology and digital 
engagement, leveraging a range of factors that create a compelling and often 
addictive shopping experience. 

 

Factors Driving UK Consumer Adoption 

 

Ultra-low prices and perceived value remain a foundational draw. Temu's marketing 
slogan, "Shop like a billionaire," effectively communicates its value proposition, 
offering products that are often 90% cheaper than competitors.5 An Ipsos study, 
commissioned by Temu, found that over 80% of British consumers believe the 
platform offers good value for money, with users reporting average savings of 25% by 
shopping on Temu in 2024.22 For three in five consumers, affordable prices were the 
primary reason they continued to shop on Temu.23 

These platforms also offer an exceptionally wide product variety. Temu boasts a 
vast selection across numerous categories, from fashion and electronics to home 
goods and toys.5 AliExpress's inventory exceeds 100 million products 8, and Shein 
provides an extensive range of options designed to cater to diverse and evolving 
consumer preferences.3 This extensive choice appeals to consumers seeking novelty 
and specific items at competitive prices. 

A key differentiator is the gamified shopping experience and aggressive 
marketing. Temu actively integrates gamification elements, such as spin-the-wheel 
games, flash deals with countdown timers, and referral programs, to boost user 
retention and engagement.5 AliExpress similarly employs "play-to-earn" features, 
mini-games, and daily tournaments to encourage repeat visits and impulse 
purchases.40 Both platforms invest heavily in large-scale online advertising 
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campaigns, particularly on social media platforms like Facebook and Instagram.6 

Their mobile-first design and convenience are central to their success. These 
platforms prioritize seamless mobile app experiences, offering intuitive controls, 
personalization features like saved lists and held baskets, and expedited purchase 
paths.3 Temu's rapid ascent to become the most downloaded iPhone app in many 
markets, including the UK, underscores the effectiveness of its mobile-centric 
approach.16 The promise of 

free shipping is also a significant draw, frequently cited by first-time British users as 
a key reason for their initial attraction to platforms like Temu.23 

Beyond merely offering low prices, these platforms effectively leverage sophisticated 
psychological tactics, including gamification, seamless social media integration, and 
the cultivation of a "bargain hunting" mentality. These strategies create deeply 
engaging and often addictive shopping experiences that foster strong consumer 
loyalty and drive impulse purchases, particularly among younger demographics in the 
UK. The detailed descriptions of "gamified shopping experience" 5, "spin-the-wheel 
games and referral programs" 5, "play-to-earn features" 40, and "regular promotions 
with countdown timers" 40 illustrate that these platforms go beyond simple 
transactions. They transform shopping into an interactive and rewarding activity, 
tapping into consumers' desire for entertainment and perceived "wins." The "shop like 
a billionaire" slogan 5 also appeals to aspirations of luxury and abundance at an 
affordable price point. This indicates that UK retailers need to compete not just on 
product or price, but on the overall experience and emotional engagement they offer 
to their customers. 
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The widespread adoption and success of these platforms are fundamentally 
reshaping UK consumer expectations regarding price, product variety, and the 
desired level of online engagement. This creates a significant challenge for traditional 
UK retailers, who must either match these new expectations or strategically 
differentiate themselves through alternative value propositions to remain competitive. 
The high adoption rates 16 and explicit consumer feedback citing "good value" and 
"savings" 22 indicate a strong consumer shift towards cost-consciousness, a trend 
exacerbated by inflationary pressures.11 The emphasis on mobile-first, gamified, and 
highly convenient experiences 40 also raises the bar for digital engagement. This 
implies that UK retailers cannot simply rely on their existing e-commerce models; they 
must innovate significantly in their digital presence and articulate a clear, compelling 
value proposition that resonates with these evolving consumer demands, whether 
through superior quality, ethical production, or enhanced local support. 
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VI. The UK's Response: Policy, Industry, and Adaptation 
Strategies 

 

The rapid expansion and unique operational models of Chinese e-commerce 
platforms have prompted various responses from the UK government and industry, 
aiming to address the perceived threats and level the competitive playing field. 

 

Government Reviews of the De Minimis Threshold and Potential New Tariffs/Fees 

 

The UK government has formally initiated a review of the "de minimis" threshold, a tax 
rule that currently allows imports valued at £135 or less to enter the UK without 
incurring customs duties.27 This significant policy review directly targets Chinese 
e-commerce platforms like Temu and Shein, which have been widely criticized for 
exploiting this loophole to undercut British retailers through ultra-low pricing 
strategies.27 Chancellor Rachel Reeves has signaled the government's intention to help 
UK firms compete fairly by closing this loophole.27 

This move aligns with broader international efforts. The European Union, for instance, 
is also taking steps to address similar concerns. It is considering a €2 flat fee on small 
e-commerce parcels valued under €150 and potentially making platforms, rather than 
individual sellers, liable for customs duty to stem the influx of "low-quality goods".20 
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HMRC's Updated VAT Guidance for Online Marketplaces and Challenges in 
Compliance 

 

The UK's tax authority, HMRC, has been adjusting its guidance to address the 
complexities of VAT collection from overseas sellers operating through online 
marketplaces. Since January 2021, online marketplaces have been legally liable for 
collecting and accounting for UK VAT on goods valued at £135 or less sold from 
outside the UK to Great Britain.35 

More recently, in June 2025 (reported July 2025), HMRC issued new guidance 
clarifying that online marketplaces are now liable for VAT on goods of any value when 
those goods are located in the UK at the point of sale and sold by overseas 
businesses. To ensure compliance, these platforms are required to take "reasonable 
steps" to determine if a seller is established outside the UK. This includes verifying 
VAT registration, checking Companies House registration, assessing director 
residency, and scrutinizing financial and payment information.37 

Despite these measures, challenges in compliance persist. A report by the Committee 
of Public Accounts found that the additional tax collected from online marketplaces 
was £1.5 billion, a figure five times greater than HMRC's initial estimate. This 
significant discrepancy suggests a considerable underestimation of the scale of VAT 
evasion.36 Furthermore, concerns remain about overseas traders falsely registering as 
UK-established sellers due to lax checks in HMRC and Companies House registration 
processes, allowing them to evade VAT and gain an unfair advantage.36 To enhance 
detection, digital platforms have been required since January 2024 to report details of 
their sellers, including income, to HMRC.38 
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British Retail Consortium (BRC) Lobbying Efforts for a "Level Playing Field" 

 

The British Retail Consortium (BRC), representing leading UK retailers, is actively 
lobbying the government to urgently review and reform import tax rules, particularly 
the "de minimis" exemption.27 The BRC has voiced concerns that, following the US's 
removal of its de minimis exemption for Chinese imports, stock originally destined for 
the American market could be rerouted to the UK, exacerbating competitive pressures 
on domestic businesses.27 

The BRC emphasizes concerns about product safety, consumer standards, and fair 
competition, arguing that many goods entering under current rules are not held to the 
same ethical or environmental standards as UK expectations.27 Notably, Shein has 
joined the BRC and has pledged to engage on issues including sustainability and 
ethical labor policies.60 

The UK government's and HMRC's current responses, such as the review of the de 
minimis rule and updated VAT guidance, are largely reactive measures to existing 
market distortions, identified tax evasion, and industry lobbying. This indicates a 
struggle to proactively regulate a rapidly evolving global e-commerce landscape, 
suggesting that policy effectiveness will depend on the speed and 
comprehensiveness of implementation. The review of the de minimis rule 27 is a 
response to existing competitive pressures and concerns. HMRC's discovery of a 
five-fold underestimation of VAT evasion 36 clearly points to a reactive rather than 
anticipatory approach. This implies that while steps are being taken, they are playing 
catch-up, and the long-term impact will be determined by how quickly and thoroughly 
these changes are enacted and enforced, rather than preventing issues before they 
escalate. 
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Strategies for UK E-commerce Businesses to Compete 

 

To navigate the intensified competitive landscape, UK e-commerce businesses must 
adopt multi-faceted strategies: 

●​ Differentiate through transparency and ethics: UK businesses can leverage 
growing consumer awareness about sustainability and ethical production by 
highlighting traceable sourcing, fair labor practices, and genuine environmental 
initiatives. This provides a strong counter-narrative to the often opaque practices 
of Chinese platforms.21 

●​ Optimize inventory and forecasting: While not able to match the sheer scale, 
UK retailers can learn from the agile models of Shein and Temu by implementing 
advanced digital tools for demand forecasting and inventory management. This 
can help reduce overstock, minimize waste, and enable faster responses to 
market trends.34 

●​ Invest in social commerce and gamification: Drawing lessons from the success 
of Chinese platforms, UK businesses should explore and integrate live commerce, 
gamified elements, and loyalty incentives into their digital strategies. This can 
significantly enhance customer engagement, particularly with younger, 
mobile-first demographics.5 

●​ Focus on local sourcing and faster deliveries: A paradoxical emerging trend is 
the increasing focus of Chinese platforms on local sellers and warehouse 
fulfillment within the UK. Temu, for example, aims for 50% of its UK sales to come 
from local businesses by the end of 2025, and AliExpress is opening its platform 
to local suppliers.10 UK businesses can capitalize on their inherent local 
advantage, emphasizing faster delivery times, supporting the local economy, and 
building community trust. 

●​ Enhance customer service and build trust: While Chinese platforms offer 
compelling prices, they sometimes face criticism for lower product quality and 
challenging customer service experiences.6 UK businesses can differentiate 
significantly by providing superior, accessible customer support, clear return 
policies, and building trust through transparent practices and reliable online 
reviews.41 

 

 

Media-M  www.media.m.co.uk 

http://www.media.m.co.uk


 

UK retailers face a complex strategic dilemma: they must actively lobby for regulatory 
changes to level the playing field, while simultaneously undertaking significant internal 
transformation. This involves embracing technological innovation, emphasizing ethical 
differentiation, and enhancing customer experience to compete effectively with the 
inherent cost and engagement advantages of the Chinese platforms. The British Retail 
Consortium's lobbying 27 represents the external, policy-focused response. However, 
the need for UK businesses to differentiate through transparency 34, optimize 
operations 34, and adopt engagement tactics like gamification 40 or live commerce 61 
highlights the internal, operational imperative. This demonstrates that there is no 
single solution; UK businesses require a multi-pronged strategy encompassing both 
advocacy for regulatory reform and proactive internal innovation to survive and thrive. 
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VII. Conclusion: Navigating the New E-commerce Reality 

 

The rapid and sustained growth of Chinese e-commerce giants like Shein, Temu, and 
AliExpress represents a profound and multi-faceted threat to the UK e-commerce 
landscape. This disruption extends far beyond simple price competition, 
encompassing critical issues of market share erosion, the exploitation of regulatory 
loopholes, significant product safety concerns, widespread intellectual property 
infringement, allegations of unethical labor practices in supply chains, and a 
substantial environmental footprint. The costs are borne not only by struggling UK 
businesses but also by consumers (through potential exposure to unsafe or 
counterfeit goods, and a lack of recourse) and the broader UK economy (through lost 
tax revenue, job displacement, and environmental degradation). 

Effectively addressing the complex threats posed by Chinese e-commerce giants 
requires a coordinated, multi-stakeholder approach. This involves proactive measures 
from the UK government (policy and enforcement), strategic innovation and 
adaptation from the UK industry, and increased awareness and informed choices from 
consumers. No single entity possesses the unilateral power to fully mitigate these 
challenges. The entire report outlines actions and impacts across government (policy 
reviews, HMRC guidance, parliamentary inquiries), industry (BRC lobbying, 
recommended business strategies), and consumers (their appeal to these platforms). 
This naturally leads to the conclusion that a holistic solution requires synergistic 
efforts from all these actors. If one component is weak (e.g., lax regulation), it 
undermines the efforts of others (e.g., compliant businesses). 

For UK businesses, strategic differentiation is paramount. This involves a renewed 
focus on core values such as product quality, ethical and transparent sourcing, 
sustainability, and delivering unique brand experiences. Investing in superior customer 
service and building authentic trust with consumers will be crucial differentiators 
against price-driven competitors. Furthermore, adopting advanced digital strategies, 
including elements of social commerce, live shopping, and personalized customer 
engagement, will be essential to maintain relevance and capture market share. 
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For policymakers, urgent action is required to address existing regulatory gaps. 
Closing the "de minimis" customs loophole and ensuring robust VAT compliance by all 
online marketplaces are critical steps to creating a truly level playing field. Stricter 
enforcement of product safety standards and intellectual property laws, coupled with 
increased accountability for platforms, is also paramount to protect consumers and 
innovators. 

The long-term health and competitiveness of the UK e-commerce sector depend on a 
concerted, collaborative effort from both industry and government. This partnership is 
vital to navigate the complexities of this new e-commerce reality, fostering an 
environment that supports domestic innovation, safeguards consumer interests, and 
upholds ethical and environmental standards in a globally interconnected 
marketplace. The current competitive dynamics are not static; Chinese platforms are 
actively evolving their strategies (e.g., through localization and direct engagement 
with UK sellers), and UK regulatory responses are still in development. The future 
landscape of UK e-commerce will be defined by this ongoing interplay, necessitating 
continuous monitoring, agile adaptation, and proactive policy adjustments from all 
market participants. The snippets show Temu and AliExpress are already adapting 
their models by bringing in local sellers and offering faster delivery.10 The UK 
government is currently "reviewing" policies 27, implying that final, comprehensive 
solutions are still being formulated. This dynamic environment means the "threats" are 
not fixed but are part of an ongoing, evolving competitive and regulatory arms race. 
Therefore, the conclusion must emphasize continuous vigilance and adaptability, 
rather than suggesting a one-time, definitive fix. 
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