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In February this year, it was reported that SKP Beijing had become the
highest-performing luxury department store in the world, overtaking long-
time leader Harrods. While SKP is still relatively unknown to consumers
outside of China, for many in the industry the news represents the latest
stage in a broader shift in global luxury fashion, one being further
exacerbated by Covid-19. China’s ever-growing consumer appetite and
purchasing power (both pre- and post-Covid) is sustaining the profitability

of many Western brands, and increasingly influencing their strategic and
creative decisions.

SKP launched its first store, located in Beijing’s Central Business District,
in 2007. The project of Mr Ji — as its founder and chairman, Ji Xiao An

is better known — SKP Beijing currently stocks more than 1,100 brands
(of which more than 90% are international), and in 2020, had sales of 17.7
billion renminbi (€2.27 billion). All were made in the physical store —

SKP has yet to develop e-commerce. Beyond the store’s luxury mall-like
appearance and gigantism (its floor space is equivalent to 25 football
pitches), SKP has also become a key strategic partner for many Western
brands navigating the myriad specificities of the Chinese market in their
quest for more consumer hype, devotion and sales.

Just before the pandemic hit China, Mr Ji launched a younger, edgier
store, SKP-S. Located across the road from SKP Beijing and designed in
collaboration with South Korean eyewear disruptors Gentle Monster, it
takes the existing luxury retail concept and transforms it into an other-
worldy hyper-sensorial experience. Within SKP-S’s four storeys, a mix of
high-end streetwear and luxury brands including Prada, Sacai and Gucci

are accessed via Kubrick-esque LED corridors, replica lunar landscapes,
and a theatrical farmyard in which robotic sheep ‘graze’.

This is department store meets daka, the attention-grabbing Chinese

culture of using social media to show off the people, places and
you experience IRL.. PEOREs P and products
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Beyond its playground of click bait, however, SKP-S has a dynamic recipe
for success: a carefully curated selection of all the right brands, including
many that provide limited-edition SKP-only products, presented within

a spectacle-heavy ancillary world in which culture and commerce collide.
Indeed, a key feature of SKP-S is T-10, a cultural space on the top floor,
that in the forthcoming year will stage exhibitions including a Valentino
show curated by Pierpaolo Piccioli, a Juergen Teller solo show, and Style in
Revolt, the world’s most comprehensive survey of streetwear to date.

Eager to delve a little deeper, System has spent the past six months
exploring the world of SKP. Given this is the first time Mr Ji has agreed to
be interviewed, we took full advantage and also invited Patrizio Bertelli,
CEO of Prada, and Jonathan Anderson, creative director of Loewe

and JWAnderson, to record conversations with him, before Mr Ji led
photographer Juergen Teller on a personal guided tour (remotely,

of course) of SKP-S — sheep, robots and all.

i 1 in SKP’s blurring
t emerges over the following pages 1S the sense that in ‘
X:']g?lysical gnd digital, cultural and commercial, local and global, Chinese

and Western, lies the template for the future of luxury retail.
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SKP

‘When I was young, I had many
dreams, but running a retail business
was never one of them.’

Mr Jiin conversation.
25 January 2021.

Part]
Therise of SKP

Jonathan Wingfield: Could you start
by telling me about some of your retail
experiences prior to launching SKP?
Mr Ji: I started in business with retail
and I've never done anything else. I've
always been interested in opening dif-
ferent types of retail — department
stores, shopping centres, supermarkets, -
restaurants — which is what I've done.

You entered luxury fashion retail in

represented a strong opportunity?
After 2008, in the midst of the global
subprime crisis, the Chinese govern-
mentimplemented a 4 trillion renminbj
economic stimulus plan, which pushed
China’s economy onto a faster develop-
ment track. Urban residents’ incomes
increased significantly, especially after
2010, and the trend of rising consump-
tion intensified. We sensed the huge
potential and growth opportunities of
China’s high-end consumer market. As
aresult, we became determined to make
a fresh start with SKP. I had already
hoped to build a high-quality fash-
ion lifestyle destination in Beijing, but
I decided to significantly upgrade the
project’s positioning. We redefined the
structure of all categories and brands,
updated more than 60% of the product
offerings, and reduced the overall num-

Loui .
oo
me, as did My Pin-
ault; Mr Bertelli also said that he had
faith in me and appreciated the chang.
esI'was about to make, Most of the ot}%-
€rs took an attitude of half-beljef and
half-doubt, though, wondering wheth.-
far we could actually create what | had
in mind. My experience is that before
people see the physical outcome of your
work, there are always question marks.
In the end, we won the trust, under-
standing and support of most brands,
The key was to have patience, and I'm
very grateful to all our partners for that.

How did you present the concept to the
brands?

I wanted the brands to understand
that SKP is a retailer, not a real-estate
developer. At that time, both in Hong

‘During the Cultural Revolution, young people
yearned to wear green military uniforms and ride
Phoenix bicycles to express a fashion language.

2007. What was the landscape for this

sector in China like around that time?
Mr Ji: China joined the World Trade
Organization in 2001, which was a
watershed in the country’s fashion and
luxury industry. According to the rules
of WTO entry, luxury brands were
able to open direct retail stores in Chi-
na legally, and so many international
brands from Europe and other markets
began to expand their retail distribution
in the Chinese market. At that time, the
best-known luxury retail venues in Chi-
na were Plaza 66 in Shanghai and Chi-
na World Mallin Beijing; they were the
two places with the highest number of
luxury brands. The brands then started
to open their own direct retail stores,

predominantly in shopping malls.

Whatled you to believe luxury fashion

ber of brands by 40%. Although SKP
had been operational for less than four
years, we were still determined to com-
pletely update and upgrade the store’s
standards. Not just a redecoration, but
acomplete revampin all areas: from the
mechanical and electrical systems, to its
spatial layout and all audiovisual expe-
riences. In short, we built a completely
new store, as well as a completely new
SKP brand.

How did you go about securing the
presence of those international luxury
fashion brands for the revamped SKP?
It was difficult at the beginning. In
any business, if you want to make bold
changes, you are bound to face big chal-
lenges. Thankfully, some important
people anticipated that our concept
would succeed: Michael Burke, CEO of

Kong and across the mainland, real-
estate developers were dominating the
fashion and luxury business, creating
a building, and then just leasing spac-
es to brands. Of course, that is a valid
business model, but as a retailer, I've
always understood retail differently.
I think the fundamental driving force
of retail growth comes from the <':us—
tomer experience. With this in mmq,
we hoped to establish a fashion-retail
ecosystem based on a specific product-
category structure, while redefining the
business model according to consum-
ers’ shopping habits and requirements.
Concretely, this meant that at SKP, we
required each brand to open multiple
in-store locations, each one based on
a different product category. This was
something most brands had never pre-
viously done in Asia and went against




how they were used to operating. That
presented a challenge to their manage-
ment, even though this concept of fash-
ion retail is simply more in line with
shoppers’ habits. We hope to establish
the SKP fashion ecosystem — with its
own air, sunshine, lakes, streams, trees,
grass, flowers, animals and warmth —in
order to create ‘oxygen’ for the industry.

You mentioned before that there was
an upgrade in Chinese consumption
patterns. What tangible evidence did
you have to support this?

Living in Beijing, we feel impulses of
change taking place in the world eve-
ry day, through things we see and hear.
‘We saw many Chinese travelling abroad
—to the United States, to Europe — and
witnessed crowds of Chinese customers
shopping in Paris. This kind of insight

three factors that influence Chinese
shoppers overseas. First, the unique
fashion experience in Europe; second,
buying fashion goods is a process that
comes with a spiritual value of satisfac-
tion; third, the price difference. These
things change greatly over time. Prices
will drop over time as we build up our
own buying capability - working direct-
ly with the brands and without middle-
men - and when tariffs decline as Chi-
na further opens up. We have a genuine
opportunity for SKP to serve Chinese
customers better if we are then provid-
ing improved experiences in a better
fashion ecosystem than in Europe.

Let’s talk about that price difference.
It’s such an important aspect in the
dynamic between Chinese consumers
and luxury Western goods.

Mr Ji in conversation

cities. Of course, many Chinese people
will resume travelling after the pan-
demic, but we may not be able to return
to what it was before the pandemic.

Import tax has been decreasing, while
brands will be giving wholesale dis-
counts because of the volume of prod-
ucts being bought by a company like
SKP. Sois there a possibility that those
prices could drop to the same level as in
brands’ home territories, or even less?
Atpresent, our wholesale business does
not have big enough a volume, even
though we have more than 500 brands
from whom we buy wholesale directly
in Europe. At SKP the main key perfor-
mance indicator for buyers has always
been the sell-through rate, though: we
want to ensure we buy merchandise that
our customers want to buy, rather than

‘I had the opportunity to attend university. Before
that I was a farmer, I joined the army, and I worked
in factories. These were all precious experiences’

doesn’t always require specific support-
ing data. Financial figures are just the
surface of the ocean; the broader trends
of social development influence the
overall ocean current, and this is what
determines real change.

Was there a risk that the consumer
experience of, say, shopping for a bag
in Louis Vuitton’s flagship on the
Champs-Elysées simply couldn’t be
replicated locally in Beijing?

Shopping is part of everyone’s travel
experience, but no one can travel and
shop all the time, so consumers will
inevitably return to their home cities
and shops. In the 1980s and early 1990s,
the Japanese were buying all over the
world, and many returned home to
shop. Then came the Koreans and the
Chinese buying overseas. There are

Price difference is an inevitable factor
in the tourism market: there is always
a certain price difference between the
domestic and international market.
This price strategy itself is a reasonable
arrangement and is composed of three
parts. First, the impact of import tax-
es; second, exchange-rate fluctuation;
third, differences caused by non-tariff
factors. Over the past decade, the price
gap has generally been narrowing. First
of all, China’s import tax has contin-
ued to decrease; second, many brands
have adjusted their relevant policies and
adopt a more reasonable ‘global pric-
ing strategy’; third, companies such as
SKP can now buy directly wholesale
from brands. The price gap will contin-
ue to close in the future. Especially in
the post-Covid-19 era, more consumers
will spend more money in their home

just pursue large-scale wholesale pur-
chasing. Moving forward, we’re look-
ing into how we can collaborate more
closely with brands to create exclusive
products for SKP, including co-brand-
ing. The differentiation of our products
is the most important thing for us.

SKP’s post-2011 upgrade was taking
place while social media was really
starting to gain momentum. To what
extent was SKP as a digital experience
part of your thinking at the time?

In China, everything happens so fast,
and from 2000 onwards, we already felt
the changes that were about to happen.
Digital technology is, of course, the
great advance in modern-day human
society, and has completely trans-
formed human communication, knowl-
edge and information transmission.
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Nonetheless, I think that no matter how
developed digital channels are, it is dif-
ficult to substitute the experience and
emotion one gets in a physical space.

Did the rise of Net-a-Porter and more
general shifts towards direct-to-con-
sumer brand operations make younerv-
ous about your physical-first strategy?
I remember Macy’s starting to make
large-scale digital investments after
2000. My friend Terry Lundgren
[Macy’s CEO at the time] told me they
hired more than 200 experts, estab-
lished offices in New York, and allo-
cated huge budgets. Online business
was growing fast; they were a pio-
neer in omni-channel, and had a great
impact on the industry. Yet I always
felt that their transformation had not
been clearly thought out. You have to

You mentioned Macy’s. I’'m curious to
get your thoughts on the current state
of the US department-store industry.
There are still good department stores
in the US, such as Nordstrom. Some
others have problems, but each situa-
tion is unique. The reasons for this are
often complex, but one of the funda-
mental reasons is that they are no long-
er willing to change the experience of
their physical stores. It feels like they
have given up on innovation for their
existing businesses. They have invest-
ed too much money in digital sales. The
deeper problem is that there are simply
too many shopping malls and depart-
ment stores in the United States and
they all have similar offerings. I should
add that I haven’t studied the retail
industry in the US in depth, so this is
just my gut feeling. Fundamentally,

participant in the fashion industry, |
think the relationship between a retail-
er and a brand should be 3 collabora-
tion based on mutual understanding,
trust and support. Of course, there will
be discussions on the balance of inter-
ests between SKP and brands. Howey-

er, what matters is the value creation

of joint cooperation — how to make the

cake bigger for everyone.

Can you give me an example of the con-
versations that you have with the busi-
ness leaders in Europe like Mr Pinault,
Mr Arnault or Mr Bertelli? My under-
standing is that you are able to influ-
ence Europeans to be more innovative,
Cooperation is a long-term process. It
is impossible for any brand to enjoy a

high growth rate all the time; business
performance will always fluctuate. At

‘I looked up to Walmart stores and Kmart
hypermarkets in the US, and would ask myself how
could someone grow such a large-scale business?’

think about the connections between
the online business and your exist-
ing business, and the contradictions
and conflicts that might arise between
them. It’s not just about how much your
online business grows, but also wheth-
er your overall sales are growing,. If you
just move your offline business online,
is that growth actually healthy? Of
course, there is no absolute distinction
between online and offline in this soci-
ety,and although SKP does not current-
ly engage in direct online transactions,
we obviously use many digital tools.
The point is not whether you do online
transactions, but how you do them and
whether they offer an experience con-
sistent with SKP’s standards. I believe
it will be figured out one day, but in the
meantime we are focused onimproving
SKP by doing what we are good at first.
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there is a problem with the structure of
supply and demand. With online com-
merce joining the game and taking a
chunk of the share, the bricks-and-mor-
tar market is in trouble — supply is now
far larger than demand.

Historically, Western brands would be
offered favourable rents by Chinese
mall owners to entice them to their
malls. Has that dynamic now shifted?

Under normal circumstances, leading
brands have a greater say, but the key
to the decision is about creating val-
ue for both parties. I pay more atten-
tion to how to establish a more benign
interactive and cooperative relation-
ship. SKP is not a real-estate develop-
er that just collects rents, and we also

don’t want to be just a retailer. We wish

to become a broader and more active

SKP, brands that perform well deserve
respect, of course, but whena brand fac-
es difficulties, I prefer to go to Europe
and meet the CEO to tell them what I
have seen, and analyse how to make the
business take off again. It’s more about
communication. My job is to help part-
ners do business correctly in the Chinese
market, while protecting the SKP eco-
system. All brands hope to have larger
retail space in SKP. Even if this cannot
be fulfilled, we won’t simply refuse, but
rather work to find a feasible solution.

Let’s talk about SKP-S and the ways
this edgier store engages with a new
generation of Chinese consumers.
SKP-Sis another bold venture anchored
in the concept of innovation. As you
know, innovations tend to be driven by
fringe forces. Over the past six or seven



years, we have noticed that some street-
fashion brands have been expressing
rebellious, bold views, with an attitude
towards fashion that uses a completely
different vernacular. By doing this, they
attract a younger generation who love
what they stand for and are willing to
buy their products at high prices. For
many years I have been hoping to build
a store that presents street-fashion cul-
ture in a completely different manner
and context to anything we’ve done
before. The challenge has been how to
demonstrate the power of street fashion
in new and exciting ways, while adher-
ing to the consistency of SKP’s overall
positioning. We have been inspired by
artistic and technological elements, as
well as the concept of collaborations,
and I was lucky to find excellent part-
ners with whom to realize these ideas.

wanted to please;it’smore a question of
conjuring up the most dream-like place
for the market and the customers. As
long as you firmly believe in your feel-
ings, and you have a clear picture of
them in your mind, you should go all
out to make every detail perfect.

In SKP-S, integrating the core shop-
ping experience into a cultural world
is key. You’ve added T-10, a cultur-
al space on the store’s fourth floor
that has a world-class exhibition pro-
gramme. Why do Chinese customers
find these cultural moments appealing
and important?

Cultural experiences are always impor-
tant parts of the SKP ecosystem. At
SKP RENDEZ-VOUS, we host many
art exhibitions and book launches, with
an emphasis on the interaction between

Mr Ji in conversation

PartIl
The (r)evolution of
the Chinese consumer

I wanted to look into China’s recent
past to better understand how contem-
porary Chinese consider and relate to
buying fashion and shopping. What are
your own thoughts on how people per-
ceived fashion in the past?
China is a country that has a near-
ly 5,000-year-old civilization. If you
understand China’s culture and history,
you see that there is an extremely deep
fashion DNA in Chinese cultural genes.
Of course, in different times, there are
different ways of understanding and
pursuing fashion culture. There is a
very famous novel, A Dream of Red
Mansions, which contains detailed
descriptions of the pursuit and enjoy-

‘Most of the luxury fashion brands took an attitude
of half-belief and half-doubt, wondering whether
we could actually create what I had in mind.’

Ultimately, the aim of SKP-S was to cre-
ate a unique space of social experience
for the younger generation, and it has
worked: it not only attracts a younger
customer base, but has also become a
daka ['must-see’] destination that they
visit frequently.

This idea of daka feels entrenched
in the SKP-S concept. The spac-
es throughout SKP-S that you have
orchestrated with creative collabora-
tors such as Gentle Monster, Sybarite,
United Visual Artists and Weirdcore
take shopping into the realm of the
spectacular.

Building the concept of SKP-S was a
deeply creative process, one that was
developed in a free state and steeped
insubjective judgement and awareness.
Ididn’t deliberately think about who I

famous Chinese artists or writers and
our customers. T-10 is a more radical
concept: aspace 0of4,000square metres,
in which visual artists, streetwear crea-
tives and fashion brands can perform a
variety of repertoires.

SKP hasitsroots in Beijing, but do you
have plans for it beyond the city?

We opened SKP Xi’an in 2018, which
is a very high-quality project. In 2020,
sales there increased by 37%. In the
next three to five years, SKP will open
in Chengdu and Wuhan, two of the most
important cities in China, each with a
population over 10 million, and with
huge market potential. These projects
will be approximately the scale of SKP
Beijing, but always within our philoso-
phy of disciplined growth and quality
expansion, requiring time and patience.

ment of the exquisite fashion, culture,
and artin the 18th century. In the 1930s,
during the Republic of China in Shang-
hai, there were many films, dramas and
literary works that showed the fash-
ion trend of consumerism at that time.
Even in the era of the Cultural Revolu-
tion, young people yearned to be able
to wear green military uniforms and
ride Phoenix bicycles to express a fash-
ion language of the revolutionary era.
For young people today in China, fash-
ion consumption is a natural evolution
in their lives when they become better
off. The Chinese are willing to accept
new things and understand fashion.
They learn quickly and imitate well.
The Chinese fashion consumer culture
has already shown huge growth over the
past decade, and the underlying log-
ic of that has been driven by Chinese
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cultural values. Income has risen, and
the desire for a better life has become
the driving force behind a younger gen-
eration of Chinese consuming fashion.

You mention an ability to imitate.
To what extent do you think China’s
recent pursuit of fashion has been
about emulating Western fashion?
First comes imitation, then comes a
deeper understanding and personalized
pursuit. Since the reforms and opening
up, Western fashion culture has impact-
ed upon Chinese consumers from all
directions: Hollywood movies, film and
television dramas became accessible in
China; Chinese people began travelling
to Europe and other places; numerous
multinational companies entered Chi-
na and with that came foreign company
executives and their families. Their cul-

In what ways did Chinese consumers
understand and then reinterpret the
Western notion of ‘luxury’?

The word ‘luxury’ for many Westerners
usually implies exquisite craftsmanship
and superior quality. The modern-day
concept of ‘luxury’ in China is some-
what different though. Whether it’s lost
in translation or the result of cultural
differences, the notion of luxury is more
about expensiveness, wastefulness and
unnecessity. Many Chinese consum-
ers have a very different understand-
ing and appreciation of luxury goods.
That’s why I prefer to call this industry
‘high-end fashion’, which is more con-
sistent with the connotations of luxu-
ry fashion in Europe. Take for instance
the art world: some artworks are very
expensive, but Chinese don’t consider
them luxury goods because an artwork

industry needs to be most vigilant about
is lack of patience. Excessive pursuit of
short-term performance will damage
long-term development of the industry.
It’s hard for me to understand brands
live-streaming fashion shows where
customers can instantly buy items; it’s
unbelievable. In my opinion, if brands
hold six big shows a year, no matter how
talented the designers, they’ll not be
able to maintain their uniqueness and
creativity for long. Running forward
too fast will only make our industry lose
its soul. Maintaining a proper balance
between the pressure of commercial
capital and fashion creativity is an art.
Itis also the foundation to ensuring that
we create high-quality fashion value.

But isn’t this at odds with the digital
culture of immediacy?

‘There are simply too many malls and department
stores in the United States and they all have similar
offerings — supply is now far larger than demand.’

tural tastes and attitudes towards fash-
jon have inevitably had animpact on the
mentality of the new generation of Chi-
nese consumers. Louis Vuitton came to
Beijing in the early 1990s and opened a
small boutique in the Peninsula Hotel.
It was a visionary move. China at the
time was neither as rich nor as devel-
oped as it is today, but it was full of life
and vitality. The controlled economy
had been dismantled, and the new mar-
ket system was still being established;
market order had yet to be created.
Louis Vuitton showed vision, but also
had great courage to take root in China
atthat moment in time. The brand’s suc-
cess came not only from being one of
the first luxury houses to enter the Chi-

nese market, but also from its commit-

ment to establishing huge brand aware-
ness here.

is only precious for those who appreci-
ate it; those who don’t won’t buy it, no
matter what the price tag says. In my
opinion, ready-to-wear clothing is fun-
damentally about necessity and self-
expression; the image a person is try-
ing to project to the world shows his
or her inner pursuit. So we need to be
careful about the misconception of the
term luxury, which limits it to some-
thing unnecessary and wasteful, which
is obviously far from the reality of con-
sumer needs in the fashion industry.

Given China’s population, how do you
balance quantity and quality?

Quality is always the number-one
standard for SKP. Our requirements
for quality far exceed quantity. Only

by maintaining quality growth can the
business be everlasting. The thing our

Luxury fashion is not “fast-food’. For
the price customers pay for your brand
and products, they have tobe buying the
highest quality ideas, the highest qual-
ity products, the highest quality expe-
rience, and the highest quality service.

How do you introduce these high-qual-
ity values to younger customers?

There is no future without young cus-
tomers and I consider SKP to bea higl‘l-
quality enterprise with a democratic
attitude towards consumption. I want
to build an elegant environment of
undifferentiated service. You can have
something to drink, buy 2 book, meet
friends or just hang out. In fact, r.nany
of our best customers began shopping at
SKP by buyingalipstick oracup of Cof'
fee. As their career progresses, SO theif
shopping habits within SKP also evolve:



Part I11
The founder’s story

To what extent did your parents and
family life impact your later life as an
entrepreneur?
I grew up in a very ordinary Chinese
family. My parents were kind, simple
and compassionate, tolerant and equal,
and attached importance to their chil-
dren’s education and the development
of their personalities. My mother has
excellent taste and intuition, being self-
disciplined and frank. I think I inherit-
edsome of her qualities and they live on
in the SKP ecosystem.

Were you a grade-A student or rebel?

I liked being an 80% student, rath-
er than being straight A. The reason I
didn’t want the other 209 was that I stil]

‘Financial figures are
broader trends of soci
overall current; this is

wished to have time for myself to read,
hang outangd play basketbal]. My talent
was finding a bajapce between rebel-
lion and academic excellence, Later, I
realized my temperament wag suited
to pursuing freedom in my life, without
altracting attention, |f you were rebe]-
lious, People would wan to getyouinto
trouble; if You were the top student,
you'd feel pressure from your peers, So
the best tactjc wastolower your ranking
and allow yourself more free time and
Space. My personal wisdom is to avojd
trouble or direct confrontation,

Was university an option at that time?
It was only after Deng Xiaoping
restored the college entrance €xamina-
tion system that | had the opportunity
toattend university. Before thatIwasa
farmer, joined the army, and I worked

in factories. These were all very pre-
cious experiences.

How did those experiences influence
your vision and leadership of SKP?

The biggest takeaways were an under-
standing of human nature and society,
and being grateful for what you expe-
rience. I decided in the early 1990s to
found my own business, even though I
had zero experience in operating and
managing a company. I made many mis-
takes, but learned not to lose myself in
them. As an entrepreneur, the most
important thing is to have dreams and
passions. You need to work hard and
persevere. And you also need some
good luck. I was lucky to be a Chinese
person in the era of economic reform
and the opening up of the country.
When I was young,I'had many dreams,

but running a retail business was never
one of them.

What dreams did you have?

When I was very young, I dreamt of
being a scientist, a writer or a soldier —
butInever wanted to beanentrepreneur.

Whatled you to pursue the unknown of
entrepreneurialism?

Such a major life decision was not made
on impulse, but through careful choc-
es. Having the courage to get out of your
comfort zone is the first step in start-
ing a business, | didn’t know how to do
it, but everything can be learned, and 1
liked the fashjon industry,

How has your own unders(anding of
fashion developed over the years?
Inmy memory andin my personal view,

Mr Ji in conversation

the strength of your artistic sensibility
determines your understanding of fash-
ion. My generation went through a peri-
od when Chinese society was undergo-
ing tremendous changes — from closed
doors to opening up, from a centrally
planned economy to the market system,
from one single ideological education
to multiple cultural perspectives, and
from poverty to wealth. Witnessing the
transition from the most poverty-strick-
enand arduous times to the most beau-
tiful times, we’ve experienced a huge
contrast. Asaresult, my understanding
of Western fashion culture has changed
with the times and environment. But
the real leap in my understanding of
fashion has been acquired through the
practice of managing SKP.

Were you travelling internationally at

just the surface of the ocean;
al development influence the
what determines rea] change’

this point, and if So were there retail
businesses that inspired you?

I'saw a lot in foreign countries and had
alotof inspiration. In the US, Walmart
stores and Kmart hypermarkets were
everywhere, and I was very impressed
by Macy’s and Saks Fifth Avenue. I
looked up to those businesses and
would ask myself how could someone
grow such a large-scale business? The
choices I made when starting the busi-
ness were principally based on instinct.

I might have entered the retail indys-
try by accident, but quickly discovered
that T really liked it. So it’s been what
I’'ve been doing ever since, Although
the Chinese market has been fu]] of all
kinds of temptations and opportunities
over the past decades, I'm the kind of
person who likes to focus on one thing
and do that thing as wel] a5 | can.












>

S
S
|\ W

RN

] v

N Y




SKP

‘In 10 years’ time, ‘Made in China’
will be synonymous with high quality.’

Mr Ji and Patrizio Bertelli
in conversation, 12 March 2021.
Moderated by Jonathan Wingfield.

Jonathan Wingfield: Mr Bertelli, when
did you first visit China, and to what
extent did you sense the scale of com-
mercial opportunity at the time?

Mr Bertelli: The first time was in 1993.
I visited what was then called Canton,
then Shanghai and Beijing. I remem-
ber the impressive sight of all the peo-
ple riding their bicycles in Tiananmen
Square. I was immensely curious, and
my firstimpression of China was a feel-
ing that this huge population was about
to undergo a considerable change in
their habits and their way of life. It was

city —and the party Mr Ji threw for the
grand opening: it was a clear expression
of how he could take our concept of lux-
ury in Europe and successfully imple-
ment it in the Chinese market. He is not
the only one, but he is the best embod-
iment of this attitude towards luxury.
It’s not so much a question of consum-
erism; it’s more a new attitude and new
way of living in a country that couldn’t
possibly stay as it was in the 1980s. It is
aclear symbol of change. Over the past
30years, China has been like a sponge,

absorbing everything that comes its

way. They’ve made things like luxury,

consumerism and technology their own

—and will continue to do so.

Did you also envisage the potential
desire, enthusiasm and respect that
Chinese consumers would have for the

telling me about the histor
its present status, and his v
brand’s future, | clearly re
Bertelli explaining that
is an Italian brand, borp
also an Asian brand, Het

Y of Prag,
sion for thé
member )y,
while Prady
in Italy, it jg

. old me abgy
attending a conference ip Florence

in the 1980s at which the chairman of
Sogo,. tl.le Japanese department store,
was giving a speech, and being inviteq
to visit Japan afterwards. He told me
that everything about Prada today as
an international brand stemmed from
that visit to Japan.

Mr Bertelli: Do you remember [ did a
lot of drawings while you were there?
Mr Ji: Yes, I recall you drawing a chart,
illustrating the fact that since 1991, Pra-
da’s business growth has been amaz-
ing, and that its international growth
also stemmed from that moment. You

‘M Ji is like an elephant, and it’s much
better to avoid a clash with him because you
could get crushed if you go against him.’

pretty clear that China would become

the market it is today, once it started
tackling the social differences within its
huge population. At the time, few peo-
ple had access to—I wouldn’t call it con-
sumerism — but to all those goods that
make life easier and more pleasurable:
ahouse,acar,aTV,all those amenities
that we are all used to.

Could you talk about bringing Prada
into China? What conversations did
you have to have with local Chinese
partners to make this a reality?
Mr Bertelli: Working with partners
like Mr Ji has been absolutely instru-
mental in making ourselves under-
stood. He was one of the first people in
the Chinese market who truly under-
stood luxury. I remember the opening
of SKP in Xi’an — the Terracotta Army
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notion of ‘Made in Italy’?

Mr Bertelli: Yes, I sensed that imme-
diately, for the simple reason that what
we call ‘Made in Italy’ is a reservoir of
know-how and crafts and skills that are
simply not available in other countries.
It is like champagne being unique to a
specificregion in France. Made in Italy
ismade here; itisin our DNA.

Mr Ji, what were your earliest experi-
ences of connecting with Western lux-
ury fashion houses?

Mr Ji: Over the years I've had the priv-
ilege of meeting and becoming friends
with the owners and CEOs of many of
the luxury fashion department stores
and brands, and I have learned a lot
from them. I have specific memories of
meeting Mr Bertelli for the first time: I
remember being in his office and him

also told me that one day the Prada PO
would take place in Hong Kong.
Mr Bertelli: I have always told you ev¢-
rything, Mr Ji, including that the IP?
would happen in Asia. Mr Jiisan exced-
lent man; he is very strict and seve're an _
demanding, butin good ways- Ult{m:rtz_
ly, Mr Ji, I want you to know tl‘lat Ifh'na
da has the status it now enjoysin C . e,
it is thanks to your work anq your “tr]_r;n'
M Ji: I am grateful thatmy 1nter3fcank
with Mr Bertelli has always bee? ;ned
and to the point, because I.have lea
alot from those conversat.loﬂs- hing
Mr Bertelli: Let me explal.n Sf)ﬂl“i’s it
about Mr Ji: his greatest gift ]Shlis pro-
fect sense of timing. Althou_gl?
cess can be relatively sIOW it1s
carefully thought out an o
throughout. And he alway® =
objectives that he has in min<:

nné
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Mr Bertelli, you say Mr Jiis strict a.nd
severeinapositive way. Could ymf give
me an example of this in your business
relationship?

Mr Bertelli: When he speaks ab(?ut
business, Mr Ji makes his own opin-
jons and comments known. He might
say,'Why don’tyoudo this or that? Why
don’t you consider other options?’ But
really, as soon as either of us suggests
something, he expects it done. It is not
necessarily a discussion; it is more like
a proposal and I have to deliver what
I've promised. He is like an elephant,
andit’smuch better to avoid a clash with
him because you could get crushed if
you go against him.

Inwhat specific ways does Mr Jirepre-
sent astrategic partner for Pradain its
rapport with the Chinese market?

the capital that he invests in major
brands. He is the best defender of his
market and our brands. Of course, he is
not the only one: Isetan does the same
in Japan, as does Lotte in Korea—andI
don’t want to downplay the importance
of other players in the Chinese market—
but I have to say that SKP is the real
champion in the Chinese market.

How do the differences between West-
ern and Chinese consumers shape the
ways Prada operates in China?
Mr Bertelli: It’s more relevant to look
at generational rather than geographi-
caldifferences. If you consider Gen Z, I
don’t see much difference between Chi-
nese and Europeans, whereas there is
avast difference between Chinese and
European generations bornin the 1960s
and 1970s. For millennials and Gen Z,

Mr Bertelli: Mr Ji understood perfect-
ly that he couldn’t just open boutiques.
He had to present an entirely new con-
cept, with restaurants, bars, spectacle
and entertainment at the core. The key
thing is that the quality of experience
is always maintained. One thing I want
to tell you, Mr Ji. I know you don’t par-
ticularly care for it, but you should open
SKP in Shanghai. I tell you every time
we meet, but you never listen to me.

Mr Ji: We have so many opportunities
in China; it is not only about Shanghai.
Mr Bertelli: Come on, Mr Ji! Shang-
hai is a symbol, a name; it is the most
international city you have, akin to
Los Angeles or New York. It is a glob-
al city. So listen to Patrizio and open in
Shanghai!

Mr Ji: I certainly don’t deny Shang-
hai’s market position, but we need to

‘Even in the smallest market in a tiny Chinese

town, you pay with your phone. Whereas in Italy, it
Is still not that common to use even a credit card.’

MrBertelli: I don’t know how hedoesit—
maybe it’s purely instinct — but he has
such a profound understanding of the
quality of Prada, and in particular an
aPpreciation of when a product is just
right. The other thing is his extraordi-
nary ability to look ahead and foresee
the future. That gives him the insight
to find the best architect for his stores
to have the best product merchandis:

er i
S,and so on. In this respect, he is not
European at all.

Whatabout purebusiness projections?
Mr Bertelli: ¢ simple ~ the first rule
'for Mr Jiis to respect the brands. He
1S not abouyt making quick easy cash;
be doesn’t want to depreciate his cap-
1tal or his assets. He doesn’t like to do
end-of-season sales; he wouldn’t want
tocheapen Prada like that. He protects

it is a more globally level playing field
because people are using the same dig-
ital tools more or less. Chinese consum-
ers were actually the first to adopt dig-
ital systems on a wide scale; they were
even faster than the Japanese. Just
think of payment systems: China is
totally cashless now, even in the small-
est market in a tiny town, you pay with
your phone, InItaly, we are still far from
that; it is still not that common to use
a credit card, while paying with your
phone is out of this world. Even the plat-
forms in China are different and much
more active and quicker. It is our job to
get up to Chinese speed.

Mr Ji describes SKP-S as more visual
feast than just a shopping experience.
What do you think of this evolution of
shopping as cultural experience?

be patient and make the right decision
instead of just expanding for the sake of
expansion. China is not just Shanghai;
there are many other beautiful cities.

Mr Bertelli, you’re being the elephant
now.

Mr Ji: Now you have a proper insider
discussion, Jonathan, not just an inter-
view. You’ve got proposals coming from
either side, just like the private meet-
ings Mr Bertelli and I always have. In
terms of SKP-S, Prada has without
any doubt been the role model in all
aspects. That is because Mr Bertelli tru-
ly understood the objectives of SKP-S;
he understood the importance of con-
necting with the next generation of cus-
tomers. So I must say this to Mr Bertelli:

so many young customers instantly fell
in love with the Prada store in SKP-S,

53



SKP

you reconcile the time, expertise and
resources required to deliver Prada
quality with the sheer scale of the Chi-

Mr Bertelli, how do you fee abo

SKP’s strategy of focusing on physicu:
retail, while not yet developing e.cm:
merce? It feels almost counter-imui:

and not just with the product or with the
visual merchandising. They loved eve-
rythingin the store!

Mr Bertelli: I knew from the begin- nese market?

Mr Bertelli: That’s really the heart of

ning that SKP-S would need to be a
retail offering that would change three
or four times a year, and that it would
need to be a physical representation of
what young customers Se€ in the digi-
tal world. That is the core of the strate-
gy —a physical experience and location
that changes almost as frequently as a
digital one.

Mr Ji: We rotate a few times each year,
but it isn’t just rotations for the sake of
rotations; it is the stories, themes and
message that you create while mak-
ing those rotations. Some brands
rotate their products and their physi-
cal space two or three times a year, but
what they are offering actually leaves

the matter. It’s certainly not easy, but I
can try to explain how we proceed. We
don’t rely on an external creative stu-
dio, so as soon as we start designing
and creating our products, we know the
problems we will have to solve. Noth-
ing happens in isolation; everyone is
involved with their skill sets and capac-
ities from the very beginning. From an
outsider’s perspective this might sound
messy, but it is the only way to really
come up to speed with the whole pro-
cess. Inside Prada, there are maybe 50
different people across multiple depart-

ments perfectly aligned with what SKP-

S means and what it requires — store

tive to modern life but has beep one of
the fundamental reasons of jts Success
Mr Bertelli: That would be my ChOice.
and my attitude, too. The reality is that
Mr Jimade this decision and the results
are what we see; he is absolutely right,
Of course, Mr Jiis always free to decige
to increase his presence on e-com-
merce platforms at any given time in
the future. All the products we do for
SKP are exclusive; they’re not available
anywhere else on the retail market or on
e-commerce platforms. Itis SKP’s own
exclusive product.

Mr Ji, could you tell me a bit more
about the strategy of exclusive prod-

‘All the Prada products we do for SKP are entirely
exclusive; they’re not available anywhere else on the
retail market or on e-commerce platforms.

the customers underwhelmed and dis-
appointed. Many of the creative direc-
tors in Europe ignore the fact that SKP-
Sisaveryimportant platform, one they
should really engage with more to cre-
ate a deep connection with young Chi-
nese customers.
Mr Bertelli: The idea is that every time
you have a rotation, you need to accom-
pany it with something really special
and unique.
Mr Ji: Some other brands just don’t
have this clarity of vision.
Mr Bertelli: Having a vision means you
need alot of people to develop it, which

is expensive, and lots of brands just play
safe with their money.

Mr Bertelli, what about the chal-

lenge of keeping up with the pace and
the requirements of SKP? How do

furnishings, fixtures, products, pho-
tography, campaigns. We're currently
working on a beautiful SKP project for
late April based on the idea of camping.
I love the project; it is going to be very
successful.

Mr Ji: I’ve seen it and I love it, too.

Mr Bertelli: The camping project will
continue throughout the year and we’ll
provide different products for each sea-
son. It is almost like a movie that will
go on for eight months, chaotic but very
interesting. We’re designing it like the
script for a movie, changing things and

rearranging them as we go along, and

we will keep fine-tuning them through-

out the duration of the project. We want

toinclude some kind of ‘living pictures’,

with real people interacting with the

presentation. The effect we want is like

when you walk past a film shoot.

ucts? How many brands provide exclu-
sive products and what percentage of
their overall stock is exclusive? :
Mr Ji: It depends on each individu-
al brand’s strategy, their own broader
ambitions for the Chinese market, an’
their own judgements about SKP. Let 5
continue to take Prada as an example:
Mr Bertelli and the Prada cqmpif;)t’
have clearly come tothe conch.lsxont
if you make that investment 11 St'ons
with exclusive products and collect!
—you will get better returns.
other brands that want
things, althoughsome may not
skills, financial resources
ture to achieve this Jevel of &
What I can say with certainty 1%
other company currently hf:z
ple with such a good unders
how SKP works, andnooth



has leadership as strong as that of Mr
Bertelli. As Mr Bertelli said, it is not a
question of isolated work — it requires
an entire system.

Mr Bertelli: It takes leadership, yes. At
Prada, we really want to be able to do
things that no one else does; my wife,
Miuccia Prada, and I both feel the same
about this.

Mr Ji: Always embrace the dream.
Without it, it would not have been
possible.

Mr Bertelli: You are like my alter ego
in China.

Howimportantisit for Prada’s creative
leaders—Mrs Prada and Raf Simons -
to visit somewhere like SKP? The tan-
gible connection between creator and
consumer feels increasingly important.
Mr Bertelli: The power of the brand is

has forced upon the fashion industry.

Mr Ji: We cannot underestimate the
impact Covid-19 has had on the human
race, not just fashion. For our industry
in particular, any business dependent
on travellers or tourists is experiencing
a lot of challenges, so at SKP we have
needed to focus more on the needs of
local customers. We need to look into
how to improve the offerings in each
of our local markets, to enhance the
customer experience. Any improve-
ments in a store’s physical experience
enhance brand perception and that
should not be underestimated. Perhaps
the most important thing is that the
whole human race is in the same boat,
so we have to be united. There needs to
be more communication, more under-
standing, and more mutual respect and
trust. That’s the only way to meet the

Mr Ji and Mr Bertelli

they can buy all brands in China, per-
haps better than in Europe. The Euro-
pean market may not go back to the
same volumes as pre-pandemic, that is
not certain. We will need to evolve in
terms of products, identity, communi-
cation. We need to follow the cultural
changes in countries and new genera-
tions. Chinese 20-year-olds today are
totally different to Chinese 20-year-
olds from two or three decades ago;
these customers today are totally
aware of our products and our market.
We need to work in sync with the coun-
tries where we operate and the custom-
ers we serve. In the past, it made sense
to have the same product everywhere
in the world, but the big growth areas
have been in tropical areas, equatori-
al areas, where temperatures are total-
ly different to the markets we used to

‘China will have to shed its identity as a
big-volume producer and once it does that,
it will become the owner of quality.’

not sufficient; we firmly believe in direct
contact. I have visited China countless
times over the past 30 years. Miuccia
was there back in the 1970s when it was
practically closed; she travelled around
by train for a month. Fashion designers
who lock themselves in an ivory tower
are just too far removed from reality.
Of course, in the past year we have all
been relying on digital communication,
which is useful but not enough. It takes
away somuch personality from our con-
nection to the world. You learn so much
more by walking around a street market
than by reading reports. Taking a train,
walking around the streets, observing

peogle, going to popular restaurants,
thatis how we learn.

:Kou allu-ded tothe pandemic. Let’s dis-
usstheimpact ang changes that Covid

challenges of the future. SKP has to cre-
ate closer connections, more collabora-
tions, and a deeper sense of partnership
with brands. These things will enable us
to overcome future difficulties.

Mr Bertelli: The global pandemic has
highlighted two fundamental things, at
least as far as Europe is concerned. In
our industry, brands cannot thrive by
justselling to Asian tourists in Europe;
we also need to focus on our own local
customers in Europe and Mr Ji has said
the same thing needs to happen in Chi-
na. I agree that we need to be absolutely
respectful of each other, not make any
distinctions between different coun-
tries, and respect the Chinese market.
When the pandemic closed the border
Chinese customers had to shop far more
athome. In this past year Chinese con-
sumers have understood, I’m sure, that

serve. Look at the climatic differenc-
es between Beijing and Hong Kong.
We have to cater for different climat-
ic and physical needs, and not just cul-
tural differences, with products that
have to convey the brand’s identity.
Sometimes clients are criticized for
being too demanding, but they know
their products; they’re demanding for
areason. Whatreally changed the mar-
ket was the iPhone and the iPad hit-
ting the market in 2009 and 2010; that
brought about a huge change in our hab-
its. Our approach to the market has had
to change radically, not only with the
products, but also with the way we pre-
sent them on the market.

How do you envisage the evolution of
the Chinese market, and what effects
will this have on global fashion?



Um

Mr Ji: The next decade in China is going
to be key, because it is the first decade
in the next stage of China’s economic
development. We just finished the par-
liamentary sessions today in China,
which created a five-year plan of nation-
al economic development focused on
developing quality. The fashion indus-
try in my opinion will grow at least
three-fold in the next decade. More and
more young people will embrace the
industry. We need to create products,
systems and structures that win the
respect of these new generations. The
demand for and the needs of the fashion
industry in China are going to be huge,
and the market will become more and
more challenging. Like Mr Bertelli just
said, Chinese 20-year-olds are so much
more knowledgeable than 20-year-
oldsin China 30 years ago. They are far

years old; I am not sure I willlive until I
am 85. I will leave the responsibility of
guiding my son on this journey in the
hands of Mr Ji.

Mr Ji, you just mentioned the parlia-
mentary discussions about quality.
We talked earlier about the value of
the ‘Made in Italy’ label; do you think
in the future that the ‘Made in China’
label could become a leading global
symbol of quality?

Mr Ji: Producing a high-quality product
is not the same as creating a high-qual-
ity brand. This is quite a delicate situa-
tion in the fashion industry. The creativ-
ity in a brand involves much more than
just production and manufacturing. In
China, building a world-famous brand
requires guidance from the internation-
al brands.

quality. The same goes for h
10 years’ time, ‘Made in Chin
a label synonymous with high
amsure you agree with me,
Mr Ji: Yes, the development of high,
quality is inevitable in China. We }glajr
to use as few resources ag Possible ts
creat'e as much value as possible. High-
quality manufacturing is not simply 5
questio.n of products; it is als about
protecting the environment. Thagjg now
a very clear government objective: we
want to push economic development
but we should not sacrifice the environ-,
ment in this pursuit. It is, of course, 3
very difficult task to accomplish, The
term ‘high-quality development’ sets 5
high bar. We need to change people’s
mentality; they need better schooling,
better housing, a more dignified life. To
create future infrastructure for the lux-

i‘l&ch; in
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‘The Chinese fashion industry will grow at least
three-fold in the next decade. We need to create
products that win the respect of new generations.

more demanding, and will make their
own decisions about which brands
they’ll continue to embrace and which
they’ll abandon. They will make their
own decision about which department
stores they want to go to and which ones
they will ignore. So the whole industry
will become even more fiercely compet-
itive. In the next decade, leading brands
will become stronger, while the brands
at the bottom will find it increasingly
difficult. We have to set the bar really
high for ourselves. We need to be agile
and more flexible and active in terms of
innovations. We have to do all of thisin
order to embrace the future.
Mr Bertelli: I agree entirely with Mr
Ji.Iwasreflecting on the complexity of
the market; it is going to become real-

ly selective and demanding. I am com-
fortable with that situation. I am 75

=r

Mr Bertelli: I think Mr Jiis being over-
ly cautious. Let me take an example. In
1960, the Japanese started working in
the camera industry; Olympus, Nikon,
Canon, everyone started making cam-
eras. When I was a boy, I remember
people said that Japanese cameras were
not top quality; we were used to buy-
ing German or Swiss brands, the same
for hi-fi audio. Now we take it for grant-
ed that top-quality cameras and hi-fi
come from Japan. As far as technolo-
gy is concerned, China is following in
the same footsteps as Japan a few dec-
ades ago. Think of Volvo, which is now
owned by a Chinese company and has
made progress in quality. Its newest cars
are just fantastic, especially the electric
ones. China will have to shed its identi-
ty as a big-volume producer and once it
does that, it will become the owner of

ury fashion industry in China, we will
need an excellent creative education
system, with good role models whocan
pass on their expertise and knowledge.
Allthese aspects are includedin the St?-
called high-quality development, as IS
our service sector, and the retail induS_-
try, online and offline. Better CXPe.rl'
ence, better offerings, better servicé
are all essential elements. The fut.ure
will see us become more integratedinto
the rest of the world; more EurOPear::
might start coming to China t? crea :
brands. It will be very interesting Oves
the next decade. If you were 30 Ye;:.
younger Mr Bertelli, you WO.Uld pr()ta;t
bly have already come to Chinato$
your business. ol
Mr Bertelli: Twenty years You“ngtec
Actually, if someone could guafﬂyhc f
that I would be as fit as Tam now ¥
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e t of the last 30 years, 3
iy more Chinese
ou surprised not tosee
> dsemerging?
T -ve often thought
Mr Bertelli: Yes. I've 0 o
about this. but I can’t give you a sensl
ble answer. MrJ i should answer this.
MrJi:1think thisisa problem we come
across in the process of knowledge
accumulation. T firmly believe that
China will produce a number of inter-
nationally recognized brands in the
future, but it just won't happen in the
short term. It will take time. Secondly,
the overall luxury fashion industry
infrastructure in China is not sophis-
ticated: we need more creatives, pat-
p
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jonifica
l\ol[:gl:::eglll‘i: Itis highly unlikely tobe des.
: and. but Prada and other bran!
are lookingat the global market. I agn;e
with MrJithatweare understood gjlo -
ally. and not just in terms of luxur:\ _but
y n what we want to communicate.

nt to Success?

new br

alsoi g
We communicate through products,

well as through lifestyle and the con-
cepts we hold dear, such as art, the art
foundation, the America’s Cup; every-
thing we do. Prada is definitely trying
to enhance the brand itself without nec-
essarily always thinking we come from
Italy. This is what we are trying to do,
and it takes time for a big organization
todo that.

Mr Bertelli, do you think there is an
opportunity for Italian brands to

A ndMrJi.what have you Jearned from

Mr Bertelliand Prada?
MrlJi: Cultural respect. o
ing and frank Comfnumcanon: o
specifically. I've gained great I;L;m ‘
into brands and the luxury mdusti
from Mr Bertelli. I've learned how to
Jead and to manage 2 luxury brand.
And in particular. I've learned to val-
ue the right attitude about details and
product quality- Every time we meet. I
learn so much. I know that we belong to
the so-called older generation. but we
need to keep challenging one anotherso
we maintain our passion for our respec-
tive work. So many times Mr Bertelli
has complained about the slow speed of
my decision making, but every time we
have achieved the shared target.

Mr Bertelli: No, you are not slow! You
just reflect on things, and that is differ-

sufficient shar-
More

‘If you were 30 years younger Mr Bertelli,
you would probably have already come to
China to start your business.’

ten.lmakers. an entire support system,
'Hu'xs System is well established in oth-
.er m.dustriesin China, but for the fash-
1o industry, the infras
Yetin place, We ne
this, Regardless of
10 achieve global

tructure is not
ed time to devclop
the sector, you need

Mmany dj i
Y differen regions and countries;

Asians, ang Americans.

gine a time when a suc-
obalbrang emerges that
¢ geographic or cultural

cessful peyw el
28 10 specif

transfer ‘Made in Italy’ skills at scale
to somewhere like China? Can those
skillsbe transferred out of their origi-
nal context?

Mr Bertelli: | think that we could doit

and we will have to do it, We shouldn’t
be afraid of this or hold back. It is part
of this overall globalintegration that we
allrequire, We mustn’t consider people
as opponents; we have to |et globaliza-

tion play out and eventually it will turn
outto be positive for all,

Finally, My Bertelli, what have you
learned from Mr Jj and SKP?
Mr Bertelli: First of all, and this has
always been in my nature, is respect. [
apply that to how we work together in
a very open way without any double
crossing or trickery. 1 trust Mr Jj per-
sonally alot. Itis very simple.

ent. That is why I said you are like an
elephant — but an elephant has a huge
brain! I should add that I started my
career aged 18, and I have learned a lot
from many people. My advice would be
to try and look for as many Mr Ji’s in
your life as possible. I have been lucky
to have had several along my career. My
first partnership in Japan in the 1980s
was with a distribution company called
Miami, whose CEOQ, Kiichiro Funai,
was very helpful. When I said I would
like to start my own business in Japan,
he had nothing against it and actually
helped me. I can compare Mr Ji to the
past CEO of Isetan in Japan; he was a
dear friend. You need to look for the
right partners, and most importantly,
you have to be willing tolisten to them.

Mr Ji: Thank you for your time and for
your kind words.
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“You get to know your customer
inreal life, not through a
spreadsheet.’

Mr Ji and Jonathan Anderson
in conversation, 19 February 2021.
Moderated by Jonathan Wingfield.

Jonathan Wingfield: Jonathan, you
Beijing with Mr Ji at

spent time in
Tell

SKP, just prior to the pandemic.
me about that experience.

Jonathan Anderson: I was lucky
enough to visit the new SKP-S store
before it had opened or anyone hadseen
it. It was like entering a different planet!
['ll never forget walking in with Mr Ji
and seeing a flock of robotic sheep that
looked like they had landed on Mars,
and then going upstairs toa restaurant
where you could eat the cutlery. It was

‘T was keen to do this interv

the creative dialogue with C
most important aspect of

a whole shopping experience that rd
never previously had, and incredibly
bizarre. I remember when I first moved
to London, Dover Street Market had
just opened and that was a thing, but
this was like a whole other level, like
going into a completely abstract place,
which I thought was so interesting.

What did that experience tell you
about the type of customer that SKP-
Slooks to appeal to and engage with?
Jonathan: Mr Ji has put shopping at the
forefront of experience. Where in the
West we have previously explored the
.idea of conceptual shopping, this takes
it i‘nto the art of the spectacular. It’s like
'gomg to see an attraction. It is incred-
fbly new, in terms of what is happening
in Asia. It’s the first truly conceptual
department store,
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Mr Ji: Street fashion has developedrap
t seven or eight years

idly over the pas
and brands have shown astrong
courageous rebellion; they’ve wanted to
be different and to express themselves

in a different language- That attracted
re attention from younger

re willing to pay rel-
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ted to be con-
S’s conditions

sense of

more and mo
customers, who 2
atively high price
products. While we wan

sistent in terms of SKP-
and standards, we also wanted to create

an environmentin which street fashion
could be sold alongside ‘classic’ luxury
brands. The purpose of the visual uni-

verse we created in SKP-S was designed

to create this mix of street fashion and
luxury. We wanted to create an excep-
tional space where younger customers
could socialize with each other, but we
also wanted to create an environment
in which creative leaders such as Jon-
athan [Anderson] could really express
their talents.

SKP-S has been open for just over a
year and our customers have proven to
be really interested in the store’s visual
impact. More importantly, though, they
are even more interested in the prod-
ucts on offer in this setting. For exam-
ple, the limited-edition Air Jordan
sneakers that we put on show each week
:1.ave fattracted lots of interest and atten-
lon from young cu
ski collecti)(;n frcg>m Psrt:criralle—ri.hAlso, the
ly changed younger cust a’t oy
tions of Prada as a br ol Eroaeet

and. For a designer

like you, Jonathan, in the SKp
ronment, there’s an OPportupjy -S Cny;,
to push your product range andytﬁ)r
you present it in even more darip ©way
Pascale [Lepoivre, Loewe Cg 0 sWays.

give you more budget for thyy hoyjg

Mr Ji, when you say you wap¢ brang
push their productrange, do Youm o
stylistically becoming mgore da,-e )
or are you referring to the frequel:g’
of drops, the overall amount of sto:i
available, or the aesthetics of thej
presentations? r
Mr Ji: All of this. In spite of the glob-
al pandemic, the Prada and Louis vy
ton stores in SKP-S are already in their
fourth collection rotation in the past 1
months; Gucciisin its third. Really thy
P principal goal for SKP-S: we wap;
the brands and creative directors touse

iew because I believe
hina is currently the
the industry.

their spaces to make ever more daring
attempts to break throughall the tradi-
tional boundaries; to make even more
creations, to show them in adventur-
ous new ways, with a high frequency of

change.

Jonathan, is it surprising t0 hear the
chairman of one of the world’s leading
department stores say, ‘T'm daringyo!
to create collections and spaces and

t completely transcend

experiences tha
own {0

the things we’ve previously kn

generate success’? We afe
.- : (X}
Jonathan: It is incredibly rare-

talking about taking conceptual TisE
with products, as much as withthe SP‘_ice
and environment in which they're being
sold — that’s what makes it SO unusud
We have done several things at S y
and SKP-S that have been incredid’



successful and which would probably
have been less successful in a more tra-
ditional department-store setting. For
example, for Loewe, we have alot of art-
works and objects in the space, which
is different to our other stores in Chi-
na. It’s adaunting process for a creative
director, but so fulfilling because your
visionisn’t being diluted.

Does that happen often?

Jonathan: Mr Ji knows this only too
well, but in malls, there is this scenario
whereby mega-brands are fighting over
smallsquare meterage. What is interest-
ing at SKP is that no matter how big or
small you are, if the product is not inter-
esting or dynamic enough, it doesn’t
getair time. That encourages brands to
look outside their comfort zone. I agree
with Mr Ji about the Prada concept in

wall before the pandemic, in terms of
the media, department stores, and how
it was consumed globally. In the West,
we have to battle to understand better
that Chinese consumerism is growing at
afar faster rate than in the West. While
we may still have the brands, we are no
longer the leaders in terms of retail con-
sumption. I was keen to do this inter-
view because I believe this need to
understand the creative dialogue with
China and the critiques we get from
there is currently the most important
aspect of the industry. Ultimately, the
country’s shoppers represent our key
consumers. Ten to fifteen years ago, it
would probably have still been Amer-
ica, but we are moving into a period
of shifting consumer geopolitics. The
designer, CEO and shareholders are
now listening to and having a creative

Mr Ji and Jonathan Anderson

Europe, and all across the West. Eve-
rything is shifting, and that’s exciting.

In what ways is this consumer-led
dynamic influencing your work as a
creative director, and is that even a
healthy thing?

Jonathan: We have to be honest with
ourselves: fashion is an art form, but
one entirely driven by consumerism. As
a designer, you have to listen, because
this is the modern world; this is where we
are. To be oblivious to the shift would be
completely ignorant, and would make
no creative or business sense. What I
enjoy with Mr Jiis thatitis a creative dia-
logue as much as a business dialogue. It
is a give and take, not one-sided. When
I was in China just before the pandem-
ic,Iloved travelling into the countryside
and seeing people making things. It’s so

‘Western brands dictated what Chinese consumers
wanted, whereas now those same consumers tell us
what they want. The power has completely shifted.’

the store —it has really made the idea of
Prada feel new again.

This clearly represents a new era of
fashion retail based upon attention-
grabbing and spectacle-based fashion
and its presentation to the world. For
better or worse, is this going to define
fashion more broadly in the next few
years? Do you think that brands that
don’t fit that spectacle-based way of
presentation will inevitably suffer?

Jonathan: There are many things at
play as we go forward; if we’d been dis-
cussing this a year ago I would have
probably answered slightly different-
ly. Globally, the pandemic is naturally
going to speed up the decline of unin-
teresting things. And quiet or low-key
could start to be considered almost
irrelevant. Fashion had already hit a

dialogue with Chinese consumers. In
earlier periods, we dictated what they
wanted, whereas now Chinese consum-
ers are telling us what they want. This
is clearly going to initiate a fascinat-
ing moment for fashion in general. The
power has shifted.

What are your own thoughts about
Chinese culture?

Jonathan: I have a huge admiration for
it. T collect ceramics and historically,
Chinese ceramics, for example, are
probably the most cutting-edge that
ever existed, far ahead of anything in
the West. They invented and the West
just copied. I think we are heading into
a period where the West now looks to
Asia in terms of its consumers. And
what is happening in Chinese consum-
erism will start to be implemented in

different to London or Paris, you have
to be there to understand it. You can-
not preach to people in China and then
not go and see the people and cultures of
that market first-hand. This is my thing
with fashion in general. You cannot say,
‘Oh, I'm going to sell to China, but I'm
not going to engage with the culture.’ No
matter if it’s people who make lanterns
or make basketwork, you have to engage
with the culture to understand, and this
is where I think you have so much scope
with creativity.

What do you see as the future of this
relationship between Western brands
and China?

Jonathan: I was recently watching the
amazing Adam Curtis documentary
called Can’t Get You Out of My Head.
In it, you see the evolving relationship
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between the East and the West and how
we have got to the current moment.
After seeing SKP-S and studying the
marketplace in China, I really felt l‘hat
the consumer had changed, particu-

larly compared to when I was ther¢ 10
ago. The business leaders have
J alogue has changed.
ppetite for the
telling,

turned

years
changed: the di
There was always an a
history of fashion, the story
what that could be, butwhenlIre
in December [2019]. I was surprised at
how much further things had evolved
in terms of the arts scene, young col-
Jectors, department stores, designers-
Going back to the Adam Curtis doc-

umentary, what is interesting in this
dmarks that

moment is that all the lan
department Stores had
n. so no matter what

me out of this situ-

designers and
are crashing dow’
happens as we €0

“The pandemic isn
decline of uninteres
key could start to be c

ation, we have 10 decide as consum-
ers and as people what we want from
things. What future do we want? What
was happening before is not working
any more — which is inspiring, because
how do we stimulate a new type of con-
sumer? It involves more information,
more tactility, and more spectacle. You
just cannot ignore spectacle because
the generation we are starting to sell
to has grown up on that. Video games
are more complex than ever before;
they now feel like films in which you’re
the lead protagonist; cinema itself has
evolved significantly, as has art. So it’s
no surprise that the way we shop has
also evolved.

How do you think people are going to

reactin the short term?
Jonathan: I think we are going to
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Jot of businesses

are ultimately driven by the bottom
line while lacking creativity at the top.
Everyone can and should be creative
in business. It’s about having the right
leaders who can see how to make mon-
ey through creativity, rather than mak-
ing money and then thinking about

creativity.

Mr Ji, you’ve been listening to what
Jonathan has been saying about this
global shift towards the Chinese cus-
tomer. What are your own thoughts?
Mr Ji: China has been experiencing
extremely rapid changes over the past
fourdecades. And because of this, Chi-
nese consumers, enterprises, and also
.the govc?rnment have a special love for
:jl:?ovatlllon. Our consumers have tra-
lonally be i
servative),/ o tetI;] (raerizrliec? as being con-
yisthat they are

ting things. A

highly determined not only to tryn
things, but also to try to initiate Chanew
themselves. This strong desire fge
change and for innovation has alrea:;r
been expressed over the past o
Everything we have been doing p SK;
has been driven by the needs or ¢,
victions of customers; we feel that We:
constantly have to change. The impagy
of the pandemic will mean that many
Western brands will need to adopt a s,
ferent mentality. Before Covid, some of
them tended to have a certain kind of
arrogance towards particular groups
of customers. That kind of behavioyy
now has to stop, for the sake of those
brands’ business. They shouldn’t just
try and please certain groups of con-
sumers — whether that’s Chinese, Jap-
anese Or American — but rather show
adequate respect to all consumers and

g to speed up the
nd quiet or low-

onsidered almost irrelevant.

all markets. What I admire most about

Jonathan, besides his creative talent, is
his strong and genuine curiosity toleart
about different cultures, his willingness
to listen and get to kKnow his customers:

hinese €0
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Mr Ji: They’re a lovely punch of P

ple, certainly SKP’s customcf,rs! .
you’re willing to puta little dedlcat‘c
into creating something for themm Ft ’
will reward you with their generos! y

through their spending.

Jonathan, what have yoU und ot
about Chinese consumers’ beha

particularly the younger gene
that simply isn’t understo?

outside the country?



Jonathan: Their amazing humble-
ness and humour; the same goes for
Mr Ji. He brings a lightness and sense
of fun to the idea of selling and getting
to know the customer, as well as doing
things outside your comfort zone. I did
apop-up formyown brand with SKPin
November 2019 and it was really fun. I
had never seen so many people; it was a
completely different experience. By get-
ting to meet the consumer in real life,
notonaspreadsheet, youstart to under-
stand how to engage with them better.
When I first met Mr Ji, he encouraged
me toaccompany him around the mall,
to see it and go in the different stores.
It was fascinating and rare to walk
with someone who enjoys seeing peo-
ple interact with products so much. I
justdon’t have thatkind of relationship
with other department stores; I don’t

cannot underestimate the gravitas and
excitement of the Chinese consumer.
The thirst for knowledge about fashion,
about the making and the craft, espe-
cially in younger people, is phenome-
nal; they know way more sometimes
than I do. In the West, we just don’t have
that level of curiosity.

Why do you think that is?

Jonathan: I think that at some point in
the West, the idea of luxury lost some
ofitsappeal. Whereas when you look at
the Chinese consumer, particularly the
younger generation, they want to know
where things are made, their intrin-
sic value, if they are historical or cut-
ting edge; they want to understand the
presentation. Above all, there is a will-
ingness to question and to be ruthlessly
critical, because the Chinese consumer

Mr Ji and Jonathan Anderson

selling process is an entirely different
one — and one that it is really difficult.
When I was at Prada, we were creating
windows and I learned about this idea
that to be able to anchor the clothing six
months after a show, you always need-
ed to orchestrate a creative drama, like
a stage set. By going through the pro-
cess of working on a shop floor or doing
visuals, I always keep in mind when I
am designing that the process takes an
entire year, from the beginning to the
launch. It’s like a circle with overlap-
ping circles of pre-collections and then
Christmas. When I am designing or in
particular editing a collection, I like to
think of how to merchandise the collec-
tion, like building a rack of clothes and
constructing how it could actually exist
in a wardrobe. My shop-floor experi-
ence has had a massive impact on me

‘There is a willingness in the Chinese consumer to
question and to be ruthlessly critical, because they
want brands that lead, not brands that follow.’

walk through Selfridges with [group
managing director] Anne Pitcher;it’sa
very detached relationship. Whereas I
know that I could ring Mr Jiif I had an
important question and he would help
out. Similarly, when Pascale or Sidney
[Toledano, CEO of LVMH Fashion
Group] need something, Mr Jiis there.

How do you feel about Mr Ji’s com-
ments about the arrogance of certain
brands?

Jonathan: You cannot approach this
with arrogance. Once you eliminate
that, then anything can be success-
ful. That is what I love about China: it
doesn’t matter if you are the biggest or
smallest brand, anything is possible.
What I have learned over the past sev-
en years working at Loewe, which is a
bigger brand than my own, is that you

wants brands that lead, not brands
that follow. We used to be like that in
the West, but seem to have moved on
now. We might see a resurgence of it
post-pandemic.

Jonathan, right at the beginning of
your career, you worked in retail
stores. What insight did that experi-
ence give you in terms of customer rela-
tions, merchandising and selling?

Jonathan: I first worked in the mens-
wear department at Brown Thomas,
a store in Dublin, and I also worked at
Selfridges briefly. Then I met Manuela
Pavesi, who was visual communications
director for windows at Prada, and 1
began doing visual merchandising with
her. The fundamental thing you learn
when you are working in a store is that
the design process is one thing, but the

in terms of how I build up a collection.

In terms of merchandising a collec-
tion and building racks, are the ancil-
lary worlds that brands create for their
products increasingly important? Is
it changing the way the clothes them-
selves are being designed?

Jonathan: Absolutely. The space has
become paramount. Ultimately, if there
is no sense of context, of setting, of envi-
ronment, then the clothing very quick-
ly becomes nothing. You have to ask
yourself, what are we trying tosell, what
are we trying to say? And the answers
have to come from a creative space. Of
course, online shopping is increasing,
but when you are looking to sell a brand
message, you need to know exactly what
the door handle or the hangeris going to
look like, or how the salesperson will put
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themselves across. These things add to
the creative energy. It’salso about tactil-
ity. Humans have understood the con-
cept of stores since time immemorial.
People have always wanted to sell and
trade things through atactile approach.
It’s just as much about selling a service.
The personal engagement with some-
one, with being able to touch things, will
never go away. [t may decrease in terms
of volume, but then the players leftin the
physical shopping market will ultimately
become more powerful.

MrJi, whatisitabout Jonathan’s work -
both his designs and his overall crea-
tive direction - that connects with your
customers?

Mr Ji: Loewe has been one of the best
performing brands in terms of growth
for SKP over the past few years. Our
customers have become increasingly
knowledgeable about the brand, and
have subsequently fallen more in love
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How do you think the post-Covid era
will affect the rapport between brand,
retail space and customer?

Mr Ji: More and more customers will
buy in their home cities, S0 any brand
or any business overdependent on trav-
ellers or tourists will be in trouble. At
SKP, we really want to see our custom-
ers in person, in the stores, engaging
with the space. For customer-relation-
shipmanagement at SKP, thisis the key:

we want to see a real person; we want
our customers to be real people. Hope-

fully, in the future, Jonathan, you will

find more time to have real interactions

with customers, and I’m sure that would

be helpful to your design. R
numbers in a spreadsheet anqg
blinded by figures. But my feeling i

Loewe the brand will eXperience ethat
bigger growth in SKP in the futur, ven

y on the
you'|jp,

Which product categories Perfor
best, regardless of brand, at SKPp» m
Mr Ji: Of course, many of the brang
want to do leather goods or handb, )
because it can increase saleg and thefz
are higher margins. At SKP, we actually
love apparel, though; we love ready-to.
wear even more, because ready-to-weg,
can create an even closer connectigy
with our customers. Ultimately, cre.
ativity is the soul of the fashion byg;.
ness; passion also plays a big part in this
industry—and you sense these thingsin
Jonathan. Ilook forward to the resump-
tion of global travel, so we can have you
back in China again soon, Jonathan.
Jonathan: Just as soon as I am allowed
back into the country, I will be there!
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