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Abstract

E-business has come to play an important role in the world trade scenario; there
is no business without an accompanying e-business in today’s world. With regard to
apparel which has become one of the most popular e-businesses. According to data
published by ComScore, apparel & accessories ranked as the fastest growing category
in 2005, with a 41% increase versus the previous year (2004).

Tokyo Fashion Corporation (B 52=%X), an Taiwanese online female apparel
seller, was founded in 2004 at Yahoo! Shopping. It has been stayed at the highest
ranking at female apparel field Yahoo! Shopping since 2005. This thesis is to analyze
the business model of Tokyo Fashion Co. by using the Business Model Canvas
developed by Osterwalder and Pigneur (2010). The questionnaire explores the online
buyers’ satisfaction with Tokyo Fashion Co. and finds out the key success factor of
Tokyo Fashion Co. An aim of the study may provide a useful and workable business
model for both existing online sellers and new entrepreneurs.

The results indicate that the key success factors of Tokyo Fashion Co. would be
well-managed logistics and satisfying service, including fast delivery, convenience of
return, customized dress-up advice, 0800 free customer service, and variety. In
addition, the results implies that the market position of Tokyo Fashion Co. would
focus on high margin customer segment, office ladies, which makes Tokyo Fashion
Co. more competitive since office ladies are more consumptive. The study implies
that a business wants to be outstanding in such competitive environment not only
need to have the powerful infrastructure management but also need to emphasize

more on the customer relationship and supply chain.

Key Words: Online Female Apparel, E-commerce, Business Model, Tokyo Fashion
Co.
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l. Introduction

1.1 Research Background

With the advent of the Internet and plenty of web development technologies
around the world, e-business is the new mantra of businesses in today’s world. The
Internet has in many ways facilitated the development of businesses worldwide that
can reach out to a wider consumer base and advertises their products more effectively
and efficiently. E-business has come to play an important role in the world trade
scenario; there is no business without an.accompanying e-business in today’s world
(EconomyWatch, 2010).

With regard to apparel which has become one of the most popular e-businesses.
According to data published by ComScore, Apparel & Accessories ranked as the
fastest growing category in 2005, with a 41% increase versus the previous year (2004).
Other rapidly growing categories included Computer Software (up 37%), Toys &
Hobbies (up 35%), and Home & Garden (up 33%). Furthermore, a survey from
Shop.org showed that in 2007 online shoppers spent more on clothing and accessories
than on computers for the first time ever. Online sales of apparel, accessories and
footwear reached US$18.3 billion in 2006 and should hit US$22.1 billion in 2007.
Meanwhile, computer hardware and software, long the leader for non-travel online
sales, moved into second place in 2006, at US$17.2 billion.

Compared to the physical apparel stores, online apparel stores provide benefits
for both shoppers and sellers. For instance, shoppers no longer need to enter a store
and look for the apparel them want; nowadays all shoppers have to do is sit in front of

a computer and easily choose clothes by looking at the pictures which demonstrated
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by models, so it has become time-efficient for shoppers. In addition, online
marketplaces offer online shoppers 24/7 shopping environment which allows
customers more freedom in shopping hours without the limitation of geographic
location. In terms of sellers, the most important advantage of conducting an
e-business is that they are at the minimal cost, reducing intermedium cost, but with
maximum efficiency. All above, those are the reasons why selling apparel online
become so attractive.

In Taiwan, e-commerce market reached NT$3,583 billion in 2010 and had 21.5%
growth compared to 2009. A lot of people start their business by opening an online
shop due to low entry barriers-and low cost. However, because of convenience of
search engines, keen competitors, and low-price comparison, it becomes really hard to
survive in e-commerce. Moreover, a study showed that 54.9% online shops could not
reach break-even points, 16.5% online shops just reached break-even points, and only
28.6% online shops were profitable in 2009 (Market Intelligence & Consulting
Institute; 2010). These statistic numbers indicate that e-commerce market is highly
competitive.

In spite of the highly competitive environment, Tokyo Fashion Corporation, one
of top online female apparel sellers in Taiwan, is doing quite successful. For example,
the sales number showed that Tokyo Fashion Corporation keeps on increasing its
revenue every year and has been stayed at the highest positive ranking in female

apparel field since 2005 at Yahoo! Shopping (see Figure 1-1).
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Figure 1-1: Ranking in female apparel field at Yahoo! Shopping

1.2 Research Purpose

Although many researchers have studied the business model of many cases, there
is no specific case study focusing on analyzing the business model of Tokyo Fashion
Corporation. The purpose of this thesis is to analyze the business model of Tokyo
Fashion Corporation by using the Business Model Canvas developed by Osterwalder
and Pigneur (2010), and then to find out its Key Success Factor (KSF). This study
may provide a useful and workable business model for both existing online sellers and

new entrepreneurs.

1.3 Research Framework

Figure 1-2 shows the framework of this study. Firstly, through the literature
review to find the research gap among related studies and confirm the research subject
and the purpose. Secondly, establish the key literature, the most related to this subject,

includes fashion business and e-commerce, and business competitive strategy and
3



models. Next, the research method contains two parts. The first part of research
method is to analyze business model of Tokyo Fashion Co. through the Business
Model Canvas, developed by Osterwalder and Pigneur (2010), by collecting the
important and related secondary data from its official website and magazines. The
second part of research method is to design a questionnaire which focused on online
buyers’ satisfaction toward online female apparel sellers, and then utilize the results to
prove whether the observations in chapter4 are the main KSF of Tokyo Fashion Co.

Lastly, summarize the results and draw conclusions.

Confirm Research Subject

!

Literature Review

. I v

v v
[ Case Background Questionnaire Design ]
[ Business Model Analysis Data Analysis ]

| 3
v

' N
Research Results
\ w
, ! ,
Conclusions
A

Figure 1-2: Research Framework



I1. Literature Review

The purpose of this study is to analyze the business model of Tokyo Fashion Co.,
an online female apparel seller in Taiwan, and figure out its KSF. The related
literature is going to be introduced as following: fashion business and e-commerce,

and business competitive strategy and models.

2.1 Fashion Business and E-Commerce

Fashion is a broad term that typically encompasses any product or market where
there is an element of style that is likely to be short-lived. The definition of fashion
market as typically exhibiting the following characteristics (Martin Christopher,
Robert Lowson, & Helen Peck, 2004):
(1) Short life-cycles: the product is often ephemeral, designed to capture the mood of
the moment: consequently, the period in which'it will be saleable is likely to be very
short and seasonal, measured in months or even weeks.
(2) High volatility: demand for these products is rarely stable or linear. It may be
influenced by the vagaries of weather, films, or even by drop stars and footballers.
(3) Low predictability: because of the volatility of demand it is extremely difficult to
forecast with any accuracy even total demand within a period, let alone
week-by-week or item-by-item.
(4) High impulse purchasing: many buying decisions by consumers for these products
are made at the point of purchase. In other words, the shoppers when confronted with

the product is stimulated to buy it, hence the critical need for “availability”.



Martin Christopher et al. (2004) reported that conventional organizational
structures and forecast-driven supply chains are not adequate to meet the challenges
of volatile and turbulent demand which typify fashion markets. Instead, the
requirement is for the creation of an agile organization embedded within an agile

supply chain.

E-commerce

Electronic commerce, also known as e-commerce or EC, consists of the
transaction of products and services over electronic systems, such as the Internet.
Although the history of e-commerce is short, merely on more than 20 years since the
advent of the Intern in 1990, there are already abundant researches about e-commerce.
Jeffrey F. Rayport & Bernard J. Jaworski (2001) summarized that “‘e-commerce can
be defined as technology-mediated exchanges between parties (individuals,
organization, or both) as well as the electronically based intra- or interorganizational
activities that facilitate such exchanges.” In general, e-commerce can be defined as
the four distinct categories: business-to-business, business-to-consumer,

consumer-to-consumer, consumer-to-business (see Table 2-1):



Table 2-1: The Four Categories of E-Commerce

Business originating from...
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Source: e-Commerce (Rayport & Jaworski, 2001)

(1) Business-to-Business(B2B): refers to the full spectrum of e-commerce that can
occur between two organizations.

(2) Business-to-Consumer (B2C): refers to exchanges between businesses and
consumers.

(3) Consumer-to-Consumer (C2C): exchanges involve transactions between and
among consumers.

(4) Consumer-to-Business (C2B): consumers can band together to form and present

themselves as a buyer group to business.

In addition, there are some differences between an e-commerce and a traditional
brick-and-mortar business which make e-commerce unique and competitive, for
examples (Rayport & Jaworski, 2001):

(1) Core strategic decisions are technology-based
(2) A real-time competitive responsiveness
(3) The store is always open

(4) A technology-based customer interface
7



(5) The customer controls the interaction
(6) Knowledge of customer behavior
(7) Network economics

(8) Nontraditional performance metrics and emergent valuation models

The Growth and Development of E-Commerce
As the prevalence of network applications, nowadays online shopping has
become more and more popular especially for those countries which have high Intern
usage rate. Furthermore, because of the booming development of group buying and
community websites that caused the quick growth of the e-commerce as well.
According to J.P. Morgan report, global e-commerce market scale will grow to
US$820.5 billion worldwide up 20.6% from 2011 revenue. By the 2013, global

e-commerce market scale will increase to US$963 billion (see Figure 2-1).

—Global E-Commerce Market Scale (USD billion)
=/+=Global E-Commerce Market Growth Rate
1200 - 50%
963
1000 i
820.5 40%
800
680.6  30%
5725
600 | 4816
L A — - 20%
400 T . 20.6% A
/] 18.9% 18.9% 17.4%
200 ' - 10%
12.3%
0 0%
2009 2010 2011 2012(E) 2013(E)

Figure 2-1: Global E-Commerce Market Scale and Growth Rate, 2009-2013

Source: J.P. Morgan estimates (Imran Khan, 2011)
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In the US the forecast of e-commerce will grow to US$235.3 billion in 2013, up

10.8% from 2010 revenue (see Figure 2-2).

—3U.S E-Commerce Market Scale (USD billion)
=/=U.S E-Commerce Market Growth Rate
300 - 50%
235.3
212.3 - 40%
187.7
200
165.8 i
1441 30%
15.0% - 20%
100 13.2% 13.1% 10.9% 0
T\ | | 100
1.6% / 10%
0 0%
2009 2010 2011 2012(E) 2013(E)

Figure 2-2: U.S E-Commerce Market Scale and Growth Rate, 2009-2013

Source: J.P. Morgan estimates (Imran Khan, 2011)

According to statistics from Ministry of Economic Affairs, Taiwan's e-commerce
market has been steadily rising. As shown in the Table 2-3, B2C e-commerce market
such as Yahoo! Buy (Yahoo! & FEREY) H1.0), and PChome24h
Shopping(PChome24H 4% F /%)), was NT$207.6 billion in 2007 and reached to
NT$322.6 billion in 2011. By the year 2013, Taiwan’s B2C e-commerce market is

projected to increase to NT$478.1 billion, an increase of 21% from 2012.



= Taiwan B2C Market Scale (NTD billion)
—4—Taiwan B2C Market Growth Rate
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Figure 2-3: Taiwan B2C Market Scale and Growth Rate, 2009-2013

Source: 2011 Taiwan E-Commerce Yearbook (Ministry of Economic Affairs, 2011)

On the other hand, Taiwan’s C2C e-commerce market such as Yahoo!
Shopping (Yahoo! & EE 41 & ), and Rakuten (%K), was NT$169.8 billion in
2007 and reached to NT$284 billion.in 2011. By the year 2013, Taiwan’s C2C

e-commerce market is projected to increase to NT$332.5 billion (see Figure 2-4).

I Taiwan C2C Market Scale (NTD billion)
== Taiwan C2C Market Growth Rate

400 - 100%
332.5
284 - 80%
300
240.2
202.3 - 60%
200 169.9
- 40%
100 | [15.9% 19.0% 18.7% 18.2% 17.1%
~/\— —A | [ 20%

0 0%
2009 2010 2011  2012(E) 2013(E)

Figure 2-4: Taiwan C2C Market Scale and Growth Rate, 2009-2013

Source: Ministry of Economic Affairs, R.O.C., 2011 Taiwan E-Commerce Yearbook

10



2.2 Business Competitive Strategy and Models
Five Forces Analysis

Five forces analysis is an analytical framework to analyze a certain market and
develop business strategies. It was first established by Michael E. Porter of Harvard
Business School in 1979. The five competitive forces contain Threat of new entrants,
Bargaining power of buyers, Bargaining power of suppliers, Threat of substitute

products or service, and Rivalry among existing firms (see Figure 2-5).

Potential
Entrants

Threat of
New Entrants

h 4

Industry
Competitors
Bargaining Power Bargaining
. of Suppliers Power of Buyers
Suppliers PP N \j < y Buyers
Rivalry Among
Existing Firms

Y

Threat of Substitute
Products or Services

Substitutes

Figure 2-5: Five Competitive Forces Analysis

Source: Competitive Strategy (Porter, 1980)

Five Forces are described as follows:
1. Threat of new entrants: new competitors bring new capacity into the market, and
take away resources and market share from the existing firms. However, for the new

competitors, there may be barriers to entry in the market, which may include
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exclusive resources of the existing firms, economic scale of the existing firms, or

regulations of the government.

2. Bargaining power of buyers: it depends on the volume of the demand; if the buyers
have demands larger volume of the product, it will have stronger bargaining power.
Besides, if the buyers possess more knowledge on the product, or if there are quite a

few suppliers to fulfill the need, the buyers will hold stronger bargaining power.

3. Bargaining power of suppliers: the main factors to shape the bargaining power of
suppliers are the number of the existing suppliers in the market, and the exclusivity of
the product or service they offer. Suppliers will have stronger bargaining power if

they possess abilities integrate toward upstream.

4. Threat of substitute products or service: substitute products or services determine
the maximum profit of a product. If the price exceeds the limit, the customers will
switch their demand to substitute products or services. \When the substitute can
replace most of the features of the product, it will form a considerable threat to the

existing market.

5. Rivalry among existing firms: where there are many existing firms in the market,
the rivalry among them is strong. It will get stronger if they can replace each other, or

if it no differences for the customers to buy products or services from which firms.

Generic Competitive Strategies
The model of Generic Competitive Strategies was published by Michael E.

Porter in 1980. He has described a category scheme consisting of three general types
12
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of strategies that are commonly used by businesses to achieve and
maintain competitive advantage. These three generic strategies are cost leadership,
differentiation, and market segmentation (or focus) and defined along two dimensions:

strategic scope and strategic strength (see Figure 2-6).

Competitive
advantage
Loeaet ¥ Differentiation
Industry
Cost ; -
target lsadsesbiip Diffetrentiation
Conpetitive
scope
Differentiation
Segment Cost focus S,
target

Figure 2-6: Generic Competitive Strategies

Source: Competitive Strategy (Porter, 1980)

Three generic strategies are described as follows:
1. Cost leadership: a strategy that allows a company to provide the similar products to

its customers at a lower cost.

2. Differentiation: a strategy that allows a company:to provide one or more unique
products or services to customers. The value of the products or services is difficult to
imitate and therefore customers are willing to buy such products or services at a high

price.

3. Focus: the generic strategy of focus rests on the choice of a narrow competitive
scope within an industry. The focuser selects a segment or group of segments in the

industry and tailors its strategy to serving them to the exclusion of others.
13
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Business models

Over the years, many of the researches about business models actually focus on
the business model based on rapidly growing information and technologies. Most
agree that they tend to transform traditional business models or develop new ones that
better exploit the opportunities enabled by technological innovations. The models
involved in technologies, especially the Internet, are referred to as e-business models.
Rayport and Jowarski (2001) described four components of an e-business model: 1) a
value proposition or value cluster for targeted customers, 2) an marketspace offering,
which could be product, service, information, or all three, 3) a unique, defendable

resource system, and 4) a revenue model (see Figure2-7).

Value Cluster

N~

Marketspace Offering

Vi

Resource System

Financial Model

—

Figure 2-7: e-Business Model Framework

Source: e-Commerce (Rayport & Jaworski 2001)

Alexander Osterwalder and Yves Pigneur (2002) concluded that the e-business
model composed of four main pillars, which are product innovation, infrastructure
management, customer relationship and financials. Osterwalder (2004) further

decomposed the four main pillars into nine blocks: Value Proposition, Target
14



Customer, Distribution Channel, Relationship, Value Configuration, Core

Competency, Partner Network, Cost Structure, and Revenue Model. The nine blocks

are slightly changed by Alexander Osterwalder and Yves Pigneur (2010). Detailed

about the new nine blocks are introduced in the following section.

Nine Building Blocks

The Business Model Canvas (see Figure 2-8), developed by Osterwalder and

Pigneur (2010), is a tool for describing, analyzing, and designing business models. It

is described through nine basic building blocks, including customer segments, value

propositions, channels, customer relationships, revenue streams, key resources, key

activities, key partnerships, and cost structure which show the logic of how a

company plans to make money.

Key Parmers \5{_ Key Activities Value Propositions f 3 Customer Relationshipy ) Customer Segments o
-_— = ~F
A, 7
Key Resources 4 Channels \4’3
-
Cost Structure Q‘ Revenue Streams B
N

Figure 2-8: Business Model Canvas

Source: Business Model Generation (Osterwalder & Pigneur, 2010)
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Nine Building Blocks are described as follows:

1. Customer Segments: the customer segments building block defines the different
groups of people or organizations an enterprise aims to reach and serve. Customers
are the heart of any business, in order to better satisfy customers, a company might
group them into distinct segments with common needs, common behaviors, or other

attributes.

2. Value Propositions: the value propositions building block describes the bundle of
products and services that create value for a specific customer segment. A value

proposition creates value for a customer segment through a distinct mix of elements
catering to that segment’s needs. Value may be quantitative such as, price, speed of

service, or qualitative such as design, customer experience.

3. Channels: the channels building block describes how a company communicates
with and reaches its customer segments to deliver a value proposition. Channels have
five distinct phases, including awareness, evaluation, purchase, delivery, and after

sales.

4. Customer Relationships: the customer relationships building block describes the
types of relationships a company establishes with specific customer segments.
Relationships can range from personal to automated. Customer relationships may be

driven by customer acquisition, customer retention, or boosting sales.

5. Revenue Streams: the revenue streams building block represents the cash a
company generates from each customer segment. A business model can involve two

different types of revenue streams: transaction revenues resulting from one-time
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customer payments and recurring revenues resulting from ongoing payments to either

deliver a value proposition to customer or provide post-purchase customer support.

6. Key Resources: the key resources building block describes the most important
assets required which allow an enterprise to create and offer a value proposition, reach
markets, maintain relationships with customer segments, and earn revenues. These

resources can be physical, financial, intellectual, or human.

7. Key Activities: the key activities building block describes the mast important things
a company must do to make-its business model work. Like key resources, they are
required to create and offer a value proposition, reach markets, maintain relationships

with customer segments, and earn revenues.

8. Key Partnerships: the key partnerships building describes the network of suppliers
and partners that make the business model work. Companies create alliances to

optimize their business maodels, reduce risk, or acquire resources.

9. Cost Structure: the cost structure describes the most important costs incurred while
operating under a particular business model. It can be distinguished between two

broad classes: cost-driven, and value-driven.

The Myth of Excellence

Most business attempt to be the best at every aspect, such as price, quality, and
service, and put a lot of resources in everything; however, the results were not what
companies expected. Fred Crawford and Ryan Mathews (2001) noted that it is

impossible for one company to be great at everything. Even assuming a company
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could excel in all areas, it would have difficulty communicating a clear value
proposition to consumers.

Crawford and Mathews (2001) addressed that every business transaction can be
broken down to five attributes: (1) price, (2) product, (3) service, (4) access, and (5)
experience. They reported that for companies to be successful they need to dominate
on only one of these five factors, on a second of the five they should stand out or
differentiate themselves from their competitors, and on the remaining three they need
only to be at average with others in their industry. The five different attributes have
been assigned numerical values within 1 to 5. These numerical values represent the
company’s performance of the attributes in which score 5 represents world-class level,
score 3 represents industry average level, and 1 represents-unacceptable level. Hence,
a perfect score looks as follows: one 5 (domination), one 4 (differentiation) and three
3’s (acceptable). The attribute value matrix (5, 4, 3, 3, 3) is short for the perfect score.

In conclusion, it is both uneconomical and probably impossible to be excellent in
all areas. Instead of putting resource equally to every attribute, a successful business

needs to focus on one specific area and keep other attributes at average level.
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I11. Market Overview and Case Introduction

This chapter covered three sections; first section discussed the online female
apparel market overview. Afterwards, second section described the case background
of Tokyo Fashion Co. which look into the development of this case, and then

discussed the case status:.

3.1 Online Female Apparel Market Overview

Since more and more people are enthusiastic about online shopping, the overall
market revenue of online shopping has increased in almost every category. Table 3-1
displays commodity structure of Taiwan's e-commerce. As shown by the table, the
total revenue of online shopping grew to NT$168.9 billion in 2009, an increase of
26.6% from 2008. In the apparel category, the revenue was NT$14 billion in 2008 and

increased to NT$21.9 billion in 2009.
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Table 3-1: Commodity Structure of Taiwan's E-Commerce, 2008-2009

2008 2009

Commodity| Revenue | Market | Growth | Revenue | Market | Growth
(billion) |Share (%) | Rate (%) | (billion) |Share (%) | Rate (%)

Traveling 70.1 52.5% 14.1% 81.9 48.5% 16.8%
Apparel 14.0 10.5% 68.8% 21.9 13.0% 56.2%

Beauty,
10.6 7.9% 56.2% 15.6 9.3% 48.0%
Health care
Book,
) 3.4 2.5% 18.2% 4.0 2.4% 19.0%
Magazine
3C 14.3 10.8% 21.4% 17.2 10.2% 19.3%
Ticket 8.1 6.1% 17.5% 9.4 5.6% 16.5%
Other 12.9 9.7% 47.6% 18.9 11.2% 46.4%
Total 133.4 100% 24.9% 168.9 100% 25.6%

Source: MIC, 2009

In terms of online consumption amount, a study from Market Intelligence &
Consulting Institute (MIC) showed that in 2011 the average yearly consumption
amount of male consumers was NT$15,644 and the average yearly purchasing
frequency was 11 per person. On the other hand, the average yearly consumption
amount of female consumers was NT$16,370 and the average yearly purchasing
frequency was 18 per person. The result indicates that female consumers are more
consumptive than males.

According to a study from MIC, the top three commodities that female
purchased online in 2011 were: (1) Apparel & Accessories, (2) Books & Magazines,
and (3) Shoes & Bags. In fact, most categories that went into the rank were related to
apparel and health care. Table 3-2 displays the top five commodities online female
purchased and the percentage in 2010 and 2011. The category of Apparel &
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Accessories was 51.3% and increased to 62.7% in 2011.
As discussed above, it is predicable to see a great success of Tokyo Fashion Co.

in such booming environment of e-commerce.

Table 3-2: Top 5 Female Purchased Commodities, 2010-2011

Female Consumers
Rank
2010 2011

No.1 |Apparel & Accessories 51.3% |Apparel & Accessories 62.7%
No.2 |Beauty & Health 37.6% |Books & Magazines 51.8%
No.3 |Shoes & Bags 33.4% |Shoes & Bags 39.9%
No.4 |Books & Magazines 30.8% |(Beauty & Health 36.1%
No.5 |3C 20.0% |Food 25.0%

Source: MIC, 2012

3.2 Case Background of Tokyo Fashion Co.

In January 2004, Mayuki Chou and her boyfriend, Ying-tai Cheng, founded
Tokyo Fashion Co. at Yahoo! Shopping to sell female apparel. At that time, Mayuki
was still a junior student at. Nanhua University, and Ying-tai Cheng served as a soldier
for the government. Mayuki loved buying clothes and dressing up, and she was crazy
about shopping on the Intern since high school. While buying clothes online, she
found that the price of female clothes online was too expensive. In addition, because
of her good sense of fashion, many of her friends always consulted her about how to
choose clothes for themselves. Since then, she had been thinking about providing girls
who want to become more beautiful with more attractive and cheaper clothes.

After deciding to sell female apparel online, Mayuki Chou and Ying-tai Cheng
raised NT$50,000 as capital to start the Tokyo Fashion Co. at Yahoo! Shopping.

Mayuki used her dormitory at school to stock the inventory. Being highly sensitive to
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fashion, Mayuki chose popular, fashionable, and sensible clothes among hundreds of
wholesalers in Wufenpu, Taipei. Mayuki Chou and Ying-tai Cheng not only sold
clothes to buyers but also recommended them how to dress up appropriately.
Furthermore, Mayuki almost spent all her time communicating with buyers online and
replied to any questions from buyers immediately. Soon after, Tokyo Fashion Co.
accumulated a group of loyal buyers in two months. After a half of year, the monthly
sales of Tokyo Fashion Co. reached $300,000 NTD. Due to the quick increase of sales,
they hired the first employee. This was a milestone for Tokyo Fashion Co. because
Mayuki Chou and Ying-tai Cheng realized Tokyo Fashion Co. was not an online seller
but a company that is responsible for the employees. In 2005, Tokyo Fashion Co.
achieved the biggest success, reaching the highest ranking at Yahoo! Shopping.

In 2005, because of unstable clothes supply from Wufenpu, Mayuki Chou and
Ying-tai Cheng determined to find the clothes suppliers from upstream to speed up
shipping. They went to the biggest clothes wholesalers in Asia, Dongguan-city, China,
seeking for available goods. Mayuki said that the clothes there were cheap, but the
quality was awful. As a result, they decided to reside at China to find cooperative
outsourcing manufacturers locally. They set up an office there to inspect goods,

receive goods, and send goods back to Taiwan.

Build Warehouses

As the quick expansion of sales, school dormitory could not afford to store so
many goods. Hence, they rent a townhouse as warehouse and office in Chia-yi city.
Soon after, the townhouse was not big enough so they continued to rent the second
and the third townhouses. Even though the three townhouses have been rented, they
were still too small to stock the inventory. To solve this problem, Mayuki Chou and

Ying-tai Cheng made an important decision: to build a warehouse. It cost
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approximately 20-millions to build a warehouse, which was more than they could
afford. Accordingly, Ying-tai Cheng mortgaged on his family’s house and land to raise
funds for building the warehouse. The 1,653 square meters warehouse was finished in
April, 2006 and as sales increased it was extended to 3,306 square meters in 2008.
Coupled with the stable goods supply from China, the sales broke the record and

reached NT$28 million in December, 2006.

Innovative Services

Tokyo Fashion Co. was a pioneer to set up some precedents in the online market
in Taiwan. For example, it provided delivery service through Kuroneko Takkyubin
(FE = 2{F) 7 days a week and a designated time without extra fee. It created free
online payment thought credit cards without the limitation of amount. It provided
0800 free-charge telephone customer services. It cooperated with 7-11 to allow buyers
to receive goods and make payment via 7-11. As a result of these innovative services,
in the end of 2007, Tokyo Fashion Co. got the “Sales No.1 in 2007 award from

Yahoo! Shopping and became the biggest online female apparel seller in Taiwan.

Brands

Originally, Tokyo Fashion Co. only had one brand which also called Tokyo
Fashion which focused on providing general customers, such as students, office ladies
and housewives, with trendy and stylish clothes. In 2008, in order to expand customer
segment, Mayuki created her own design department and established a new brand
called “MAYUKI”, whose target customer was office ladies. In October 2008, Tokyo
Fashion Co. merged a well-known online female apparel brand called “YOCO”,
which aimed on ladies who would like to dress up for special occasions, such as

dating, wedding, or party.
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SINCE 2002

Figure 3-1: Brands information of Tokyo Fashion

Source: Tokyo Fashion Co. Official Website, and (#fizi%{t,) September, 2010
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Channels

In the period 2004 to 2011, Tokyo Fashion not only increased its online
platforms from 1 to 7 but also expanded its channel from virtual to physical, in order
to attract more customers and raised its awareness. In October 2009, the first physical
store, opened at Shilin, performed quiet successful. Afterwards, it opened the second
physical store at Shida in April, 2010 and the third physical store at Zhongxiao in
October, 2010. Besides, 1 outlet center was opened at Kaohsiung in November,

2011. Figure 3-2 shows the overall of physical stores.

=) @ﬂ*ﬁ

Shilin Store Zhongxiao Store
October, 2009 October, 2010
- - [ -
Shida Store Kaohsiung
April, 2010 Outlet Center

November, 2011

m

Figure 3-2: Physical Stores

Source: Tokyo Fashion Co. Official Website
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3.3 Case Status of Tokyo Fashion Co.

Table 3-3 shows the company profile of Tokyo Fashion Co. It started with only 2
people and has been continuously increasing to 300 employees until 2012. It started
with only NT$50,000 capital to NT$100 million and expanded its brands from
one to three. The office changed from the school dormitory to Taipei Xin-yi shopping
district, next to Taipei 101. In terms of channel, it expanded from virtual to physical,
including 7 online platforms and 4 stores. In addition, Tokyo Fashion Co. has been
stayed at the highest positive ranking in female apparel field at Yahoo! Shopping since

2005; meanwhile, it has been the leader in online female apparel field.

Table 3-3: Company Profile of Tokyo Fashion Co.

Company Profile

Founded 2004

Founders Mayuki Chou and Ying-tai Cheng
Employees 300 people

Capital NT$100 million

Headquarter Taipei, Taiwan

1. Taipei Office: Marketing and Brand Strategy

2. Chia-yi Office: Distribution Center, Customer Service,
Company Structure !
Information Management

3. China: Manufacturing

Brands Tokyo Fashion ~ MAYUKI ~ YOCO

Virtual Channels

1. Tokyo Fashion Co. Official Website
Channels 2. Yahoo! Shopping (Yahoo! & FEE 415 )
3. Yahoo! Mall (Yahoo! & 4 5 k)

4. Rakuten (2&°X)
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5. 7-net

6. PChome24h Shopping (PChome24h i)
7. momo Fubon Shop (momo & FS &Y 44)
Physical Channels

1. Shilin Store

2. Shida Store

3. Zhongxiao Store

4. Kaohsiung Outlet Center

Source: Tokyo Fashion Co. Official \Website, and ( Cheers) July, 2010

Although there was no revenue record for initial stage, 2004 to 2007, according
to statistics from (Cheers) and (Global Views) magazines, Tokyo Fashion Co.’s
revenue has been quickly rising since 2008. In 2008 Tokyo Fashion Co.’s revenue was
NT$220 million and reached NT$1,000 million in 2010. By the year 2012, Tokyo
Fashion Co.’s revenue is projected to increase to NT$1,500 million, an increase of

50% from the year 2011 (see Figure 3-3).

1,600
1,400
1,200
1,000
800 650
600

320
400 220

2008 2009 2010 2011 2012 (e) Year

® Revenue (NTD million)

Figure 3-3: Revenue of Tokyo Fashion Co., 2008-2012

Source: {Cheers) July, 2010 and {Global Views) November, 2011
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V. Business Model Analysis of Tokyo Fashion Co.

The purpose of this chapter is to find out the potential KSF of Tokyo Fashion Co.

by analyzing its business model. The first step was to collect the important and related

secondary data from its official website and magazines which interviewed Tokyo

Fashion Co. The second step was to analyze its business model through the Business

Model Canvas, developed by Osterwalder and Pigneur (2010). Nine areas were

focused in the analysis: customer segments, value propositions, channels, customer

relationships, revenue streams, key resources, key activities, key partnerships, and

cost structure. Figure 4-1 displays the overall analyzed results of Tokyo Fashion Co.

The following sections provide detailed explanation of each block.

# Human Resources
» Website Maintenance

# Marketing

Key Partners ,g‘i;—’ Key Activities ;q’ Value Propositions  {™-" Customer Refml'mshl'pf:z Customer Segments ?
- & 5 J:_,_
st o
_ % Varisty 1= & Only: 0800
# Product design - Tokyo Fashion | free customer
. Y service
* Sourcing - MAYTUEKI ]
-YOCO » Customized } .
» Over 20 # FPhotograph > Fast deli purchasing advice = Young Women
ast delivery
sub contractors » Website operation _ B0%: 3 davs # Dress-up - Age:r 15-40
{made in China) & management - demonstration for _Students
# New product 0CCasions '
‘ -T: 2/wk Office ladies,
Key Resources tf} M fl._.":\-'k Channels ( ’f'?{] o
g Y Lok sy Housewives

# Designers ~ - X ljw

¥ Sourcing team ¥ Low price # 7 Virtual Channels

» Photographicteam| 3 Convenience of | 4 Physical Stores

* 3,306 m? central return

warehouse

¥» Order & Inventory

management system
Cost Structure / Revenue Streams B,

» Cost of Goods Sold (\f \/

# Sales Revenue

Figure 4-1: Business Model Canvas of Tokyo Fashion Co.

28




4.1 Customer Segments and Value Propositions
Customer Segments

Tokyo Fashion Co. is a top online female apparel store which has pretty broad
customer segments. It has three major brands, Tokyo Fashion, MAYUKI, and YOCO,
and each of these brands targets on different female customer segments. The first
brand, Tokyo Fashion, mainly aims at 15-to-25-year-old female students who like
trendy and stylish clothes. The second brand, MAYUKI, whose target customers are
office ladies of 25 to 40 years old. The last brand, YOCO, aims at ladies in their early
thirtieth who would like to dress up for special occasions, such as dating, wedding, or
party. Overall, the customer segment of Tokyo Fashion Co. targets to young women

from students, office ladies, to housewives whose age is between 15 to 40 years old.

Value Propositions

According to the analyzed results, the value propositions are concluded as
follows:
1. Variety. Tokyo Fashion Co. has three brands, Tokyo Fashion, MAYUKI, and
YOCO, and each brand focuses on distinct customer segment. In order to satisfy
extensive customers, Tokyo Fashion Co. keeps approximately 3,100 different items on
the shop; in contract, other online sellers keep only around 500-1,200 different items

on their shop.

2. Fast delivery: In general, most online sellers adopt pre-sale by putting apparel
pictures on website in advance which can reduce inventory risk and capital. After
accumulating the fixed quantity of orders from shoppers, they pass order to factory to
produce clothes; hence, the shoppers usually wait around two to four weeks receiving

clothes. However, in order to let shoppers receive goods in short period, Tokyo
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Fashion insists to keep goods in stock, providing better service. As a result, 80% of
the shoppers of Tokyo Fashion receive goods within three days, 17% of the shoppers

receive goods in seven days, and 3% of the shoppers receive over ten days.

3. New product: Tokyo Fashion Co. releases new articles four times a week; an
average of 100 articles are releasing each time. Tokyo Fashion, whose customer aims
at 15-to-35-yeasr-old, releases new articles twice a week, and both MAYUKI and
YOCO, whose customers are office ladies, release new articles once a week. In order
to achieve providing new products four times a week, Tokyo Fashion Co. founded its
own design department. In-contract,, most online sellers offer new products once a

week and the average articles of the new products are around 100 each time.

4. Low price: The original intention of Mayuki, the founder, is to offer beautiful
clothes with fair price for female. Her goal is to provide girls who want to become
more beautiful with more attractive and cheaper clothes. Tokyo Fashion Co. offers
low-price products by not only saving the intermedium cost but also reaching the
economy scale. Mayuki stated that even though the price of clothes is low, the quality

of clothes is fair.

5. Convenience of return: If the customers of Tokyo Fashion Co. receive defective or
wrong products within 7 days, Tokyo Fashion Co. will be responsible for the

transportation fee and send a deliveryman to take the products.

4.2 Channels and Customer Relationships
Channels

Tokyo Fashion Co. delivers its products and services through multichannel
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systems. At the beginning, it established an online marketplace to offer online
shoppers 24/7 shopping environment which allows customers more freedom in
shopping hours without the limitation of geographic location. In order to attract more
online shoppers and raise the awareness, it increased online platforms to 7 different
websites.

Besides, the channels were extended from virtual to physical that was an
important breakthrough for Tokyo Fashion Co. to reach more different customer
segments. There are 3 physical stores located in the neighborhood of college campus
in Taipei. Table 4-1 shows the overall channels of Tokyo Fashion Co. Through the
physical channels, Tokyo- Fashion Co. delivers value proposition to not only online
female shoppers but also those female who are not used to shop online. The different
types of channels create a great customer experience and maximize the revenue of
Tokyao Fashion Co.

Table 4-1: Overall Channels of Tokyo Fashion Co.

No. |Websites

Yahoo! Shopping (Yahoo! &7 EE {1 &)
Yahoo! Mall (Yahoo! 4k k)

Rakuten (44°K)

PChome24h Shopping (PChome24h HE#7)
momao Fubon Shop (momo = FSi&E1144)
Tnet

Tokyo Fashion Co. Official Website
. PhyicalChamnels |
No. |Store Locations
Shilin Store
Shida Store
Zhongxiao Store

N[O Ol WOWIN|(F

A IOWOWIN|F

Kaohsiung Outlet Center

Source: Compiled Data
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Customer Relationships
Tokyo Fashion Co. emphasizes strongly the customer relationships in how to
offer better service to its customer and increase the loyalty of customers. According to

the analyzed results, the customer relationships are concluded as follows.

1. 1°'- 0800 free customer service: Tokyo Fashion Co. is not only the first online
seller but also the only online seller to set up 0800 free customer service in Taiwan. In
order to provide better customer service, Mayuki extends the telephone service hour
and employs more than 30 employees to maintain it. Table 4-2 shows the comparison

of telephone customer service of Tokyo Fashion Co. and other online sellers.

Table 4-2: Comparison of Telephone Customer Service of Online Sellers

Customer : _
: Tokyo Fashion Co. Other Online Sellers
Service
1. 0800 free telephone customer 1. Paid telephone customer service
service with 15 lines with 1~2 lines
Telephone |2. Service Hours: 2. Service Hours:
customer Mon. - Fri.: 8:00~22:00 Mon. - Fri.: 9:00~18:00
service Sat.: 9:00~18:00
3. Service on National Holidays 3. No service on National Holidays
and during the Spring Festival and during the Spring Festival

Source: (HFHAIE L & FHIATHREEA) |, 2011

2. Customized purchasing advice: Mayuki said that she does not want the customer
service department be professional, answering questions with standard answers;
instead, she trains the employees treats the shoppers as friends. Customer service
department receives calls from shoppers asking from dress-up recommendation every

day, and they provide customized purchasing advice based on the shoppers’ age, skin
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color, and shape.

3. Dress-up demonstration for occasions: On the website, Tokyo Fashion Co. provides
the dress-up demonstration depends on different seasonal activities. For instance, in
graduation season, it provides graduates dress-up demonstration of graduation party,

dressing up demonstration of having interviews as well, etc. (see Appendix I1).

4.3 Key Resources, Activities and Partnerships
Key Resources

Since Tokyo Fashion Co. is-a fast-fashion-oriented seller, it relies heavily on
human resources, including own designers, the sourcing team, and the photographic
team. These are the main resources of Tokyo Fashion Co. to achieve the missions
successfully. The huge central warehouse is also the essential element of Tokyo
Fashion Co. to accomplish the fast delivery as it provides the sufficient space to stock
the goods. Furthermore, the order and inventory management system is also the key
resource of Tokyo Fashion Co. to manage the up-to-date information flow and

inventory management efficiently.

Key Activities

Being an online apparel seller, the most successful factor is product; especially in
such competitive environment, it is important for online sellers to command unique
products. Tokyo Fashion Co. aims at providing various products and being fast
fashion online seller which releases new articles four times a week. Thus it
emphasizes the importance of product design and sourcing, 30% of its products are
exclusive designed by own designers and the rest of the products are sourced from

other garment manufacturers by sourcing specialists. Mayuki said the sourcing team
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source everywhere in Taiwan, China, and Korea every month; collect at least 5000 to
6000 patterns and finally choose 500 patterns to produce. One of the key activities is
photography. Unlike conventional stores where people shop by looking at real items,
in terms of operation mode of e-business, product pictures are the main objects to
communicate with shoppers. Therefore, Tokyo Fashion Co. puts a lot of resources at
pictures taking and having own photographic team, including photographers, models,
make-up artists, and visual supervisors. In addition to attractive product pictures,
website operation and management is another key activity to Tokyo Fashion Co.
Mayuki stated that the webpage is the key factor to be outstanding among lots of

sellers by offering friendly webpage and updating information every day.

Key Partnerships

In the early stage, Tokyo Fashion Co. has confronted with unstable clothes
supply from Wufenpu; afterward, Mayuki determined to find the clothes suppliers
from upstream in order to solve out of stock situations. She went to the biggest clothes
wholesalers.in China, seeking for long-term cooperative manufacturers locally.
Consequently, Tokyo Fashion Co. accumulates over 20 subcontractors till now. Those
subcontractors manufacture exclusively for Tokyo Fashion Co. as its key partners.
More important, because of all subcontractors fully supported, Tokyo Fashion Co.
only spends 14 days to possess a piece of clothes from the beginning of the design
concept to have a real product. Also, Tokyo Fashion Co. keeps stable goods supply

and controlled quality
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4.4 Revenue Stream and Cost Structure
Revenue Stream

Revenue streams refer to the methods by which a firm manipulates the
generation of money from customer segments, such as through sales, service, or
manufacturing. The revenue streams of Tokyo Fashion Co. are derived from selling
the physical products to 15-to-40-year-old female. In terms of the price, the price
range of the first brand, Tokyo Fashion, is $190 ~ $490, the price range of MAYUKI
is $350 ~ $580, and the price range of YOCO is $480 ~ $880. The products not only
contain apparel but also include accessories, such as underwear, shoes, bags, scarves,
belts, necklaces, etc. Details about the revenue of Tokyo Fashion Cao. from 2008 to

2012 are discussed in3.3.

Cost Structure

Costs are incurred during the production process of a product or a service.
Human resource cost, including the designers, sourcing team, photographers, models,
etc., comprises a large share of Tokyo Fashion Co.’s cost structure. Furthermore, as
being an online apparel firm, Tokyo Fashion Co. regards website maintenance and
marketing as important activities and puts lots of resource in them in order to attract
more shoppers and increase the awareness. Figure 4-1 displays the website marketing

of Tokyo Fashion Co.
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V. Competitive Analysis

In the previous chapter, the study looked into the business model of Tokyo
Fashion Co. and obtained the potential KSF. In this chapter, we are going to explore
the online buyers’ satisfaction with Tokyo Fashion Co. through a questionnaire and
utilize the results to go further to prove whether the analyzed predictions in chapter4
are the main KSF of Tokyo Fashion Co.

The questionnaire consisted of 18 questions and was designed to focus on the
online shoppers’ satisfaction with the top five online sellers at the Yahoo! Shopping
website, including: (1) Tokyo Fashion Co., (2) JoYcE ShOp; (3) Ni-kiyo, (4) Base

Zoo, and (5) JJS.

5.1 Overview of Competitors

All the competitors, JoYCE ShOp, Ni-kiyo, Base Zoo, and JJS, are online female
apparel sellers at Yahoo! Shopping. The reason why choosing these online sellers is
that they have the highest evaluation scores and ranked top five in female field at

Yahoo! Shopping. Figure 5-1 shows the ranking of online female apparel sellers.

BnXE

18 100,000 Bk

REEX
JoYcE ShOp
Base ZooB.BF
JJS mr YA
EEMi-kiyo A%
[E& I *e-shop

Figure 5-1: Ranking of Online Female Apparel Sellers

Source: Yahoo! Shopping Website, 26™ May, 2012
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Next part is the briefly introduction of every competitor. All the evaluation
scores' of each seller were counted till 25™ May, 2012.
JoYcE ShOp

The No.2 online female seller JoYCE ShOp was launched in April 2002 and it
had the evaluation score 150,895points. It sells young and simple clothes which
related to Korean style; besides, some of these items are imported from Korea. In the
shop, it provides around 1,300 items at the same time and comes out new products

once a week, on Thursday. Figure 5-2 shows its clothes style.

JOYCESHOP k ‘/‘
\ j \
JOYCESHOP i -

"”" ' A

Figure 5-2: Clothes Style of JoYcE ShOp

Source: Yahoo! & EEFH = Website, June, 2012

Base Zoo

Base Zoo was founded in June 2003 and ranked No.3 with the evaluation score
142,416points. It sells colorful and popular clothes related to Korean style and comes
out new products once a week, on Wednesday. Having approximately 700 different
items on the shop, some of these items are imported from Korea. Figure 5-3 shows the

clothes style of Base Zoo.

! Evaluation score of sellers were earned by shoppers. Shoppers can evaluate sellers in respect of each
transaction. The evaluation ratings are Good=1, Normal=0, and Very poor=-1.
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Figure 5-3: Clothes Style of Base Zoo

Source: Yahoo!&7EE#& Website, June, 2012

JJS

JJS was established in May 2002 and ranked No.4 with evaluation score
137,542points. It keeps around 700 items on the shop with trendy and young clothes
and provides new clothes once a week on Wednesday. Figure 5-4 shows clothes style

of JJS.

Bane's's pooncee hons

< o
Figure 5-4: Clothes Style of JJS
Source: Yahoo!=s7EEf B Website, June, 2012

Ni-kiyo

Ni-kiyo was founded in April 2006 and ranked No.5 with evaluation score
137,140points. It provides its customers with mainly Japanese style clothes that full of
fashion and popularity and keeps approximately 600 items on the shop. Similar to

above sellers, it comes out new products once a week on Monday. Figure 5-5 shows
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clothes style of Ni-kiyo.

Figure 5-5: Clothes Style of Ni-kiyo

Source: Yahoo! &7 EE+q&E Website, June, 2012

In addition, the case company, Tokyo Fashion Co., ranked at the top 1 with the

evaluation score 254,558points.

5.2 Questionnaire Design and Data Collection

The questionnaire consisted of 18 questions and was designed to explore the
online shoppers’ satisfaction toward top five online female apparel sellers at the
Yahoo! Shopping website with regard to the following characteristics: price, variety,
speed of providing new products, speed of delivery, customer service, quality, website
information, and convenience of return (see Appendix | questionnaire). Details about
the questionnaire contents described in 5.2.1.

The online questionnaire link was posted on two bulletin board systems,
e-shopping and questionnaire boards, at PTT from May 4™ to May 10", 2012. The
samples were focused on 15-to-40-year-old female who had shopping experience at
online female apparel in Taiwan. The questionnaires were completed by 163 people. A

total of 161 valid questionnaires were obtained and all of them were female.
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5.2.1 Questionnaire Design

This questionnaire covered three main parts; the first part from Q1 to Q4 and
Q15 was aimed to observe the shoppers’ consumption behavior; the second part from
Q5 to Q14 was focused to study the online shoppers’ satisfaction toward top five
online female apparel sellers with regard to some characteristics as described above;

the third part from Q16 to Q18 was about to basic information. Table 5-1 displays the

questionnaire design framework.

Table 5-1: Questionnaire Design Framework

Part Question Contents

Q1 Exposure rate regarding the five sellers
Q2 Total consumption frequency

P Q3 Consumption|Consumption frequency at "Tokyo Fashion"
Q4 Behavior |Consumption expense
015 The most important characteristics that attract

shoppers

Q5 Price
Q6 Variety
Q7 Speed of providing new products
Q8 Speed of delivery

Part 2 Q9 Customer service
Q10 Availability of phone customer service
Q11 Payment
Q12 Quality
Q13 Website information
Q14  |Return

Part3 | Q16~Q18 |Basic Information
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5.2.2 Data Description

This section illustrates the background of the samples. Firstly, Figure 5-6 shows
the distribution of age. The largest population was at the age of 20 to 24 year old

which has 111 samples (69%). A total of 151 samples (94%) were above 20 years old.

Age
Percentage

M15—19 @20—24 w25—29 M 30—34

6% 6%

120
100
80
60
40
20

Age
Distribution

15—19 20—24 25—29 30—34

Figure 5-6: Age Distribution

Figure 5-7 displays the distribution of educational background. 123 samples

(76%) earned bachelor degree and 29 samples (18%) were at master degree. A total of

154 samples (95%) were above bachelor degree.
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Figure 5-7: Educational Background Distribution
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Figure 5-8 presents the distribution of working status. 93 samples (58%) were
unemployed and 30 samples (19%) had part-time job which indicates a total of 123

samples (77%) would be students. In addition, 38 samples (23%) were full-time job.

Working Status Working Status
Percentage Distribution
Full- 100
time
23% 80 2
60
40
time 0
19% Full-time Part-time No

Figure 5-8: Working Status Distribution

To sum up, these figures indicate that a large percentage of the sample

population was students, almost 77%.

5.3 Analysisand Results
This section contains three parts. The first part analyzed the consumption

behavior, such as total consumption frequency at these sellers within one year, and
average amount of purchasing apparel online. The second part is a competitive
analysis of Tokyo Fashion Co. which was performed to compare its mean scores
with the other online female apparel sellers from the characteristics described above.
Details about the characteristics results are discussed in5.3.2. The third part analyzed
the variation of characteristics ranking of each seller in the total samples and the
office ladies samples, and comprehended the online buyers’ satisfaction with each

seller in the both groups.
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5.3.1 Consumption Behavior Analysis

In this section, the consumption behavior of the two groups, students and office

ladies, was analyzed respectively. Then, the results were compared to determine

whether there is any significant difference between these two groups.

Figure 5-9 and 5-10 illustrate the exposure rate regarding the five sellers.
Regardless of the two groups, Tokyo Fashion, JoYCE ShOp, and Ni-kiyo have the
higher exposure rate (73% - 85%) than BaseZoo and JJS (57% - 65%). The exposure
rate of Tokyo Fashion Co. is higher in the group of office ladies (84.2%) than the
group of students (73.2%). Moreover, the exposure rate of Tokyo Fashion Co. is the

highest in the group of office ladies (84.2%). In terms of JoYCcE ShOp, Ni-kiyo, and

JJS, there is no significant difference between student and office lady groups.

Q1. Exposure rate regarding the five sellers,
(Students, n=123)
100
80 4
60
40
20
0 Tok JoYcE
okyo oYc Ly
Fashion | ShOp Ni-kiyo | BaseZoo JIS
beed Frequency 90 92 99 74 74
d—Rate 73.2% 748% | 80.5% | 60.2% 60.2%

100%
80%
60%
40%
20%

0%

Figure 5-9: Exposure rate regarding the five sellers (Students, n=123)
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Q1. Exposure rate regarding the five sellers,
(Office ladies, n=38)
35
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Figure 5-10: Exposure rate regarding the five sellers (Office ladies, n=38)

Figure 5-11 and 5-12 present the total number of ‘purchasing at these sellers
within one year. These figures indicate that there is no_significant difference in the
group. of students and the group of office ladies. Both groups show about the same
frequency; purchasing 1-5 times at these sellers within one year. The result seems that

e-business becomes quiet competitive as shoppers have various choices about

purchasing apparel online.

Q2. Total number of buying at these sellers within
one year (Students, n=123)
100 100%
80 80%
60 60%
40 40%
20 20%
0 = v 0%
1~5 Times | 6~10 Times ;11;1658 OT‘i’zeio
be=d Frequency 91 4 4
Ld—=Rate 74% 20% 3% 3%

Figure 5-11: Total Consumption Frequency (Students, n=123)
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Q2. Total number of buying at these sellers
within one year (Office ladies, n=38)
35
30
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15 \\
10
5
0 6~10 11~15 Over 20
. ~ ~ ver
1-5 Times Times Times Times
S Frequency 30 6 1 1
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Figure 5-12: Total Consumption Frequency (Office ladies, n=38)

Figure 5-13 and 5-14 show the frequency of purchasing at Tokyo Fashion within
one year. More office ladies (58%) consumed at Tokyo Fashion Co. than the students
(47%) within one year. The results indicate that Tokyo Fashion Co. is mare popular in

the group of office ladies. Moreover, there are around 60% of OL and 50% of students

are Tokyo Fashion’s customers.

Q3. Total Number of buying at "Tokyo Fashion"
within one year (Students, n=123)
70 80%
60
50 - 60%
40
- 40%
30
20 - 20%
10
0 [P L 0%
No 1~3 Times | 4~6 Times | 7~9 Times
be=d Frequency 65 49 6 3
Ld—Rate 53% 40% 5% 2%

Figure 5-13: Consumption Frequency at Tokyo Fashion (Students, n=123)
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Q3. Total Number of buying at "Tokyo Fashion"
within one year (Office ladies, n=38)
20 80%
15 60%
10 40%
5 N 20%
0 10~12 0%
No 1~3 Times | 4~6 Times .
Times
S Frequency 16 19 2 1
=id=Rate 42% 50% 5% 3%

Figure 5-14: Consumption Frequency at Tokyo Fashion (Office ladies, n=38)

Figure 5-15 and 5-16 show the average amount of purchasing each time. As
shown in Figures, around 55% of the samples reported that the average amount of
purchasing apparel is around NT$500~999 in both student and office lady groups;
however, the average amount in the group of students is NT$762 and the average
amount.in the group of office ladies is NT$1151, an increase of 51%. These figures

indicate office ladies are more consumptive.

Q4. Average amount of purchasing apparel
(Students, n=123)
80 80%
60 60%
40 40%
20 - 20%
0 - 0%
NT$1~499 NT$500~999 | NT$1,000~1,999
beed Fequency 33 66 24
Ld—Rate 27% 54% 20%

Figure 5-15: Consumption Expense (Students, n=123)
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(Office ladies, n=38)

Q4. Average amount of purchasing apparel
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20 L
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10 I
5 —A- :
0 _J -
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Figure 5-16: Consumption Expense (Office ladies, n=38)

Figure 5-17 displays the most important characteristics that attract shoppers to

purchase in an online store. The finding indicates that most shoppers concerned more

about _price (96%), quality (78%), variety (63%), speed of delivery (62%), and

payment (58%). The results would be useful information for online sellers to

comprehend what the shoppers concern the most.
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Figure 5-17: The Most Important Characteristics that Attract Shoppers
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Overall, these figures show that Tokyo Fashion Co. is more popular in the group
of office ladies than the group of students; however, in terms of frequency of
purchasing at these five sellers, there is no significant difference in these two groups.
In terms of consumption expense, these figures indicate that office ladies are more

consumptive.

5.3.2 Competitive Characteristics

This section presents a comparison of the mean scores earned by the five online
sellers in terms of price, variety, speed of releasing new products, speed of delivery,
customer service, availability of phone customer service, payment, quality, website
information, and convenience of return.

As shown.in Table 5-1, the results indicate that the total samples® level of
satisfaction toward Tokyo Fashion Co. is above the average, since every characteristic
is within top three. It has got the highest ranking among the five sellers in some
characteristics, such as customer service (mean 3.35), convenience of return (mean
3.19), and speed of delivery (mean 3.05). Moreover, there are four characteristics
ranked No.2, including payment (mean 3.98), speed of releasing new products (mean
3.77), price (mean 3.33), and availability of phone customer service (mean 3.23). The
rest of the characteristics ranked No.3.

Furthermore, the results also indicate that the level of satisfaction for both JoYcE
ShOp and Ni-kiyo are above the average because they are within top three in all
characteristics, except in speed of delivery. JoYCE ShOp ranked No.1 in speed of
releasing new products (mean 3.93), variety (mean 3.79), and quality (mean 3.25).
With regard to Ni-kiyo, characteristics ranked No.1 includes price (mean 3.42),
availability of phone customer service (mean 3.28), payment (mean 4.03), and

website Information (mean 3.54). In addition, both BaseZoo and JJS ranked between
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No.4 and No.5 in most characteristics.

Table 5-1: Mean Scores — Total samples’ satisfaction toward characteristics (n=161)

. Tokyo JoYcE .
Characteristics i Ni-kiyo | BaseZoo JJS
Fashion ShOp
Mean
) 3.33 3.31 3.42 3.09 3.07
Price Score
Ranking 2 3 1 4 5
Mean
_ 3.54 3.79 3.70 3.26 3.19
Variety Score
Ranking 3 . 2 4 5
Mean
3.77 3.93 3.73 3.48 3.43
New products | Score
Ranking 2 1 3 4 5
Mean
_ 3.05 2.48 2.59 2.68 2.68
Delivery Score
Ranking 1 5 4 2 2
Mean
Customer 3.35 3.13 3.33 3.04 3.00
. Score
service )
Ranking 1 3 2 4 5
Availability off Mean
3.23 3.14 3.28 3.07 3.11
phone Score
customer |
. Ranking 2 3 1 5 4
service
Mean
3.98 3.96 4.03 3.74 3.82
Payment Score
Ranking 2 3 1 5 4
Mean
) 3.08 3.25 3.24 2.79 2.80
Quality Score
Ranking 3 1 2 5 4
Mean
Website 3.41 3.51 3.54 3.27 3.19
) Score
Information -
Ranking 3 2 1 4 5
Mean
3.19 2.85 2.98 2.77 2.87
Return Score
Ranking 1 3 2 5 4
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As analyzed in the previous section, most population of the samples would be
students; however, Tokyo Fashion Co. has three customer segments, students, OL, and
housewives. Hence, this section looked into office ladies’ level of satisfaction with
online female apparel sellers to examine whether there is any difference between the
group of students and the group of office ladies. Only samples with full-time working
status were included in the subsequent analysis.

Table 5-2 demonstrates the comparison of mean scores regarding full-time
samples’ level of satisfaction with online female apparel sellers in each characteristic.
The results indicate that the full-time samples’ level of satisfaction with Tokyo
Fashion Co. is better than the total samples since the ranking of all characteristics are
within top two. Besides, a half of the characteristics reached No.1, including payment
(mean 4.03), website information (mean 3.71), return (mean 3.45), speed of
delivery (mean 3.26), and quality (mean 3.23).

In addition, JoYCE ShOp got the highest ranking in three characteristics,
including price, variety, and speed of releasing new products; however, the ranking of
other characteristics varied widely from No.2 to No.5. Ni-kiyo got the highest ranking
only in two characteristics, customer service and availability of phone customer
service. The results implicate that JoYcE ShOp.and Ni-kiyo got a lower level of
satisfaction in the group of office ladies than the group of students. Moreover, most
characteristics for both BaseZoo and JJS ranked between No.4 and No.5, the result

similar to their ranking in the total samples.
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Table 5-2: Mean Scores — Office ladies’ satisfaction toward characteristics (n=38)

Tokyo

JoYcE

Characteristics i Ni-kiyo | BaseZoo JJIS
Fashion ShOp
Mean
) 3.32 3.36 3.20 2.84 2.95
Price Score
Ranking 2 1 3 5 4
Mean
_ 3.58 3.64 3.53 3.00 2.86
Variety Score
Ranking 2 1 3 4 5
Mean
3.61 3.68 3.40 3.12 3.09
New products | _Score
Ranking 2 1 3 4 5
Mean
_ 3.26 2.54 2.60 2.72 2.95
Delivery Score
Ranking 1 5 4 3 2
Mean
Customer 3.29 3.21 3.37 3.04 2.95
? Score
service :
Ranking 2 3 1 4 5
Availability of| Mean
3.38 3.21 3.45 3.16 3.09
phone Score
customer )
' Ranking 2 3 1 4 5
service
Mean
4.03 3.82 4.00 3.64 3.59
Payment Score
Ranking 1 3 2 4 5
Mean
_ 3.23 2.93 3.13 2.88 2.73
Quiality Score
Ranking 1 3 2 4 5
Mean
Website 3.71 3.32 3.50 3.08 3.14
) ) Score
information -
Ranking 1 3 2 5 4
Mean
3.45 3.07 3.23 3.00 3.14
Return Score
Ranking 1 4 2 5 3
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Through the questionnaire and statistical analysis, the results can be summarized
as the following. Firstly, the total samples’ level of satisfaction toward Tokyo Fashion
Co. is above the average, since every characteristic is within top three. Furthermore,
full-time samples’ level of satisfaction with Tokyo Fashion Co. is better than the total
samples because the ranking of all characteristics are within top two. Secondly, all the
shoppers have the highest level of satisfaction with Tokyo Fashion Co. in speed of
delivery and convenience of return since they ranked high in both total and full-time
samples. Moreover, quality, website information, and payment were ranked No.2
and No.3 in total samples; however, they all reached to No.1 in full-time samples.
Above characteristics would be the KSF of Tokyo Fashion Co. Thirdly, although
Tokyo Fashion Co. has three customer segments, students, office ladies, and
housewives, the study indicates that office ladies are more satisfied with Tokyo
Fashion Co. than students. This implies that the strategy of Tokyo Fashion Co. would

focus on high margin segment, office ladies, and it would be more competitive.

5.3.3 Characteristics Ranking Analysis

In the final section, which aimed at analyzing the variation of characteristics
ranking of each seller in the total samples and the office ladies samples, and
comprehending the online buyers’ satisfaction with each seller in the both groups.

Figure 5-18 shows the characteristics ranking of Tokyo Fashion Co. in the total
and the office ladies samples. The figure indicates that the online buyers’ satisfaction
with Tokyo Fashion Co. is above the average among these five sellers since all
characteristics ranking of it are within top3 in the both groups. Furthermore, the office
ladies are more satisfied with Tokyo Fashion Co. than the total samples since all

characteristics ranked within top2.

53



Characteristics Ranking of Tokyo Fashion Co.

Availability
of phone
New Customer customer Website
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Figure 5-18: Characteristics Ranking of Tokyo Fashion Co.

Figure 5-19 presents the characteristics ranking of JoYcE ShQOp in the total and
the office ladies samples. The figure indicates that the online buyers’ satisfaction with
JoYCcE ShOp is at the average among these five sellers since all characteristics
ranking of it are within top3 except Delivery in the both groups. It seems that the

buyers’ satisfaction with JoYCE ShOp are similar in the both total and office ladies

samples.
Characteristics Ranking of JoYcE ShOp
Availability
of phone
New Customer customer Website
Price Variety  products Delivery  Service service  Payment  Quality Information Return
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Figure 5-19: Characteristics Ranking of JoYCE ShOp
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Figure 5-20 shows the characteristics ranking of Ni-kiyo in the total and the
office ladies samples. The figure indicates that the online buyers’ satisfaction with
Ni-kiyo is above the average among these five sellers since all characteristics ranking
of it are within top3 except Delivery in the both groups. It is likely that the buyers’

satisfaction with Ni-kiyo is slightly higher in the both total than office ladies samples.

Characteristics Ranking of Ni-kiyo

Availability
of phone
New Customer customer Website
Price Variety  products Delivery  Service service  Payment Quality Information Return
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Figure 5-20: Characteristics Ranking of Ni-kiyo

Figure 5-21 presents the characteristics ranking of BaseZoo in the total and the
office ladies samples. The figure indicates that the online buyers’ satisfaction with
BaseZoo is under the average among these five sellers since all characteristics ranking
of it are below No.4 except Delivery in the both groups. It appears that the buyers’

satisfaction with BaseZoo is higher in the office ladies samples than the total samples.
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Characteristics Ranking of BaseZoo
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Figure 5-21: Characteristics Ranking of BaseZoo

Figure 5-22 presents the characteristics ranking of JJS in the total and the office
ladies samples. The figure indicates that the online buyers’ satisfaction with JJS is
under the average among these five sellers since all characteristics ranking of it are
below No.4 except Delivery and Return. It is likely that the buyers’ satisfaction with

JJS are similar in the both total and office ladies samples.
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Figure 5-22: Characteristics Ranking of JJS
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V1. Conclusions

6.1 Conclusions

After analyzing the case company through the Business Model Canvas
developed by Osterwalder and Pigneur (2010), the business model of Tokyo Fashion
Co. can be summarized as follows.

The Value Propaosition of Tokyo Fashion Co. comprises variety, fast delivery,
new product, low-price, and convenience of return. It delivers these value to its target
customers, 15-to-40-year-old females, including students, office ladies, and
housewives through seven virtual channels and four physical stores. Tokyo Fashion
Co. emphasize heavily on the Customer Relationship. For instance, it is not only the
first online seller but also the only online seller to set up 0800 free customer service in
Taiwan and provide its customers with customized purchasing advice. Besides;, on the
website it offers the dress-up demonstration depends on different seasonal activities.

Since Tokyo Fashion Co. is a fast-fashion-oriented seller, human resources, such
as designers, the sourcing team, and the photographic team are the main parts of the
Key Resources. The huge central warehouse is the essential element of Tokyo Fashion
Co. to achieve the fast delivery as it provides the sufficient space to stock the goods.
Furthermore, the order and inventory management system is also the Key Resource of
Tokyo Fashion Co. to manage the up-to-date information flow and inventory
management efficiently. In terms of Key Partner, Tokyo Fashion Co. has over 20
manufacturing subcontractors which allow Tokyo Fashion Co. only need to spend 14
days to possess a piece of clothes from the beginning of the design concept to the final

product.
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Based on the analyzed results of the questionnaire and business model analysis,
we can conclude that the key success factors of Tokyo Fashion Co. would be
well-managed logistics and satisfying service, including fast delivery, convenience
of return, customized dress-up advice, 0800 free customer service, and variety. In
addition, the results implies that the market position of Tokyo Fashion Co. would
focus on high margin customer segment, office ladies, which makes Tokyo Fashion
Co. more competitive since office ladies are more consumptive. Moreover, Tokyo
Fashion Co. has a unique system which delivers value proposition to three distinct
customer segments by using only one system.

The findings from this study are subject to a number of limitations. First, the
study did not have a chance to interview the founder of Tokyo Fashion Co. to get
more in-depth and updated information. With regard to the business model analysis,
the study only utilized the secondary data to analyze the business model and find out
the potential KSF. Second, the questionnaire was only administered at PPT website,
and therefore may limit the research scope since a large percentage of the sample

population was at the age of 20 to 24 years old.

6.2 Implications

It is clearly that the business model of Tokyo Fashion Co. relies heavily on its
Key Resources, Key Activities, and Key Partners. These elements are the essential
factors of it to provide its Value Proposition to the targeted customers and to stabilize
its business model; however, they are not sufficient for a business to succeed. As the
analyzed results, we realize that the key success factors of Tokyo Fashion Co. are
well-managed logistics and satisfying service. Hence, this implies that a business
wants to be outstanding in such competitive environment not only need to have the

powerful infrastructure management but also need to emphasize more on the customer
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relationship.

The future challenge of Tokyo Fashion Co. would be facing more and more
competitors since some international brands, such as UNIQLO and Zara enter to
physical market in Taiwan and expand their stores continuously that would greatly

increase the difficulties of survival for Tokyo Fashion Co.
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Appendix I1: Dress-up Demonstration

Graduation Party Dress-up Demonstration
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Source: 7-net website, June 15", 2012
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