Xiaohongshu:
Modernizing Social Commerce
in China's Digital Landscape

Zhixuan Yu
EDHEC Business School, France

EXECUTIVE SUMMARY

This case study explores the evolution and strategic trajectory of Xiaohongshu, a
pioneering social commerce platform in China. Founded in 2013 by Miranda Qu
and Charlwin Mao, Xiaohongshu has redefined consumer engagement by seam-
lessly integrating social media with e-commerce functionalities. Initially conceived
as an online guide for Chinese shoppers abroad, the platform quickly developed
into a vibrant community where users share product recommendations, reviews,
and lifestyle insights. Xiaohongshu's strategic pivot on social commerce in 2014
marked a significant milestone, enabling direct product purchases within its app
and fostering a dynamic ecosystem of user-generated content. The case examines
Xiaohongshu's growth trajectory, challenges such as counterfeit goods, and strategic
initiatives, including influencer marketing and blockchain integration. With a focus
on expanding its user base, enhancing e-commerce capabilities, and exploring
emerging technologies like Web3, Xiaohongshu continues to shape the future of
digital commerce in China's competitive market landscape.

INTRODUCTION

Xiaohongshu affectionately referred to as Little Red Book emerged in 2013 as a
visionary social commerce platform in Shanghai, China. Often heralded as “China’s
Instagram,” it seamlessly integrates social media and e-commerce, epitomized by
its in-app shopping interface, RED Mall. With a substantial valuation of $20 billion
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and robust financial backing totaling $917.50 million, Xiaohongshu has firmly
established itself as a vital link connecting Chinese consumers with global brands.

At its core, Xiaohongshu’s business model is a symbiotic fusion of social media
and e-commerce. Users actively contribute to the platform’s vibrant community by
sharing videos, photos, and reviews, creating a tapestry of lifestyle-centric content.
After building the trust of customers, Xiaohongshu developed strategic partnerships
and collaborations with domestic brands, which have been pivotal in enhancing its
appeal to consumers. Initially designed for cross-border e-commerce, Xiaohongshu
bridges the gap between Chinese consumers and international merchants, success-
fully balancing driving sales and attracting new customers. Strategically targeting
the “SHE Economy,” it celebrates and caters to women’s rising social status and
consumption power. Word-of-mouth marketing further propels the platform’s suc-
cess, with influencers and bloggers playing a pivotal role. Integration with major
platforms like WeChat and Weibo enhances social connectivity, while the intuitive
RED Mall facilitates a seamless in-app shopping experience.

DESCRIPTION OF XIAOHONGSHU
Brief History of Xiaohongshu

Xiaohongshuis a China-based social media and e-commerce platform (Xiaohong-
shu Official Website, n.d.). It was founded in 2013 by Miranda Qu and Charlwin
Mao as an online tour guide for Chinese shoppers. The platform allowed users to
review products and share their shopping experiences. In 2014, the founders shifted
their focus to connecting Chinese consumers with global retailers and established
their cross-border e-commerce platform (Xiao, Guo, Yu, & Liu, 2019). By 2015,
Xiaohongshu had set up warehouses in Shenzhen, Guangdong, and Zhengzhou,
Henan. Xiaohongshu has been developing “perfectly” over time.

The platform has seen significant growth since its foundation. As of 2020,
Xiaohongshu has over 1,000 employees, with headquarters in Shanghai, an R&D
center in Wuhan, and another office base in Beijing. It had exceeded 100 million
monthly active users in 2020. Daily active users grew from 20 million to 40 mil-
lion in 2021, and monthly active users doubled to 200 million in the same period
(Xiaohongshu, 2022).

Xiaohongshu has achieved several milestones. In August 2014, it launched its
e-commerce business. In January 2016, it recognized the importance of big data
and Al and started to use machine learning to distribute its increasingly diverse
content. By May 2017, it had over 50 million users and nearly CN ¥10 billion in
sales, making it one of the world’s largest community e-commerce platforms. Its
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