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Executive Summary

Amazon.com, the world’s largest online retailer has never set a foot here in Taiwan, where the
market is strong and potentials are high. In this paper, we will discuss how online shoppers are
like in Taiwan with 7,685 responded samples in regards to shopping experiences, amount of
money spend yearly online, brand images, logistic expectations, and mobile purchase intentions.
With these data analysis and consumers behavior trend, we hope to give the big picture of
Taiwan market to Amazon.com executives and to have them setup operation here before it’s too

late.



1. Introduction

This report presents the results of a market research study conducted in February, 2013 by
Market Intelligence & Consulting Institute. The goal of the study was to examine the online
shopping experienced by users in Taiwan, the methods of the purchases, the reason of the
purchases, the options of buying overseas using foreign online retailers and purchases done by
using mobile devices. There are many online shoppers in Taiwan waiting for Amazon.com to
open regional online store to better enhance their shopping experience with Amazon. The
objective of this report is to assess consumer perceptions of Amazon.com for online shoppers

in Taiwan market.

This report describes data analysis methodology and presents the results of the analyses. The

organization of the report is as follows.

Section 1 describes the data collection, as well as a demographic profile of the sample.

e  Section 2 shows the methods of the purchases, the expenses on online purchases, as well
as the reasons of the purchases

e  Section 3 addresses the categories of the purchases and the type of services

e Section 4 addresses the delivery expectations, purchase experiences, and ‘Groupon-like’
acceptance and reasons

e  Section 5 shows how likely consumers will use mobile devices for online purchase

e  Section 6 describes other factors such as logistic and regulation

e  Section 7 shows the Amazon Web Services potential in Taiwan

e  Section 8 illustrates Amazon.com’s position, relatives to other foreign online retailers

. Section 9 discusses and summarizes the results and describes Amazon.com’s market



position in Taiwan.
These sections are followed by recommendations to the marketing committee of Amazon.com

1.1. Data Collection

The Market Intelligence & Consulting Institute was established in 1987, and is a division of
Taiwan’s Institute for Information Industry which was incorporated in 1979, through the joint
efforts of public and private sectors, as a Non-Government Organization to support the
development of information industry as well as information society in Taiwan. The MIC
conducts a yearly national wide survey on online purchase for the past few years and for 2013,
the survey sample size has reached 7,685 with age group from 10-14 to above 65, personal
budget range from below 999NTD to above 100,000NTD and covers the nation in demographic

area. [1]

1.2. Description of the Sample
The survey conducted by MIC is done by online survey in February 2013, towards with a valid

sample size of 7,685 online consumers. Their Sex and Education range are in Fig. 1.1

Sex Ratio Education Level
Graduate School or above 16.8%
Cotege(Bacion I
Male ollege ( ) 68.8
38% High School . 12.0%
Female Secondary School or below | 1.7%
62%

Primary School or below | ) 694,

0% 2()0 o 40“ o 60% 80%

Fig. 1.1



This shows that women are the dominate online consumers who makes the purchase and a huge
68.8% percent of these shoppers have a college degree. We then look at age and geographic

data, shown in Fig. 1.2

Age Ratio Geography Ratio

S3igeahove i o Northern Taiwan [N s+ 7

6064 0.7%

5559 1.0% : 21.1%

o i Southern Taiwan

45~49 3.4% Middle Taiwan 20.9%

40~45 7.4%

35~39 B3:1% Eastern Taiwan = 2.8%

30~34 I 1.7
25~29 N ' 7. Remote Island 0.6%

20“’24 20.7%
15~19 7 6% 0% 50% 100%
10~14 0.5%
O or below  0.0%
0% 5% 10% 15% 20% 25%
Fig. 1.2

From Fig. 1.2 we can see that 54.7 % of online consumers are from the northern region of
Taiwan and a mere 0.6% of shoppers are from remote island which is very different from the
traditional concept that more remote area would utilize online shopping and shipping as a
method to buy products, which we will discuss about later in logistic section. We also can see
that a great section of consumers fall in the age group between age 20~40, a dominate 64.1%
of them so we can assume that this segment of online consumers are most comfortable with
online purchases and have the purchase power. We can also see another trend that although only
7.5% of consumers falls between age 15~19 but they should be the group that are most
comfortable with online shopping, it would be their financial ability that prohibited their online

shopping experience and lack of priced commaodity that fits their purchasing power. [2]

As we get to know our online consumers more we would like to know their marital status and
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occupation as its essential for us to know if these online shoppers will be purchasing more

family orientated products, personal products and their occupations. We then look at Fig. 1.3

Martial Status Occupation Ratio
Mamied with Child 23 4% Average White Collar  |EEG_—_———— G <"
. ) Student 22.5%
Maried without Child | 529 Others 7.1%
single NN 00,  Uncmployed e 6.1%
Housewifes §.29%
Others | 2.1% Service Personnel 4.7%

Blue Collar 4.3%
Managerial Level | 2.6%
Business Owner 2.0%
Retired ' 0.9%
Prossionals 8.1%

0% 20% 40% 60% 80%

()"Q l(]" ] :“‘) 0 }"0“ 4("0
Fig. 1.3

We can see from Fig. 1.3 that most online shoppers falls in the Single category with a 69.2%
but when we look at the married category, we see a major difference between Married with No
Children and Married with Children, a 18.2% difference, this tells us that parents are more
willing to spend money online to have purchased good shipped directly to doorstep and spend
more time with the family. Although consumers in the Single category seems to have more
buying power to spend on themselves or on others, we should really look at the Married with
no Children category because it’s got a big potential in such category like leisure travel ticketing
or other leisure items suitable for couples without children or older aged couples with children
already financially stable. In the Occupation section, we see that White Collar and Students
makes up more than 59% and 8.1% under Professional category from this we can assume that
most of consumers from these categories have the time and access to online shopping and have

the purchasing power as the reminder of the market is spread evenly with other categories.



2. The Environment around Online Shopping

With Taiwan being ranked as 16" most densely populated country in the world with an average
population density of 642/km? or 1,664/miles? and with over 9,800 convenience stores on the
island in an area of 35,980km? and a population of 23 million, Taiwan has Asia Pacific and
perhaps the world’s highest density of convenience stores per person: one store per 2,346 person.
Compare with the world average of 6,000 residents per store, Taiwan’s convenience store really
has a great impact to daily shopping experience even affects the online shoppers. Almost every
major online shopping sites have the option to deliver the packages to a convenience store and
pay through their POS system. Thus creating a great deal of convenience to shoppers without

credit cards or afraid of identity theft or for other reasons.

What are the incentives for online shoppers here in Taiwan? We have talked about the avoidance
of credit card theft when utilizing the convenience store’s POS so concerned shoppers can have
the options not to pay online first, but what or why they shop online? Here we have fig. 2.1 to

show some ideas.

At what kind of media did vou find the need? Which method did vou find the product?

Ol A 5 Browse shoppin sites I "

TV Advertisement

Word of Mouth 20,65 Browse socidl sites 30.1%
Flyers and handouts - 24.5% Browse blogs 20 99,
Magazine Advertisement 23.1% '
Storefront Promotion 180% AdWords Marketing 8.3
MNewspaper Advertisem et 17.5%  Browse Discussion Fomum 24.3%
Mohbile App Advertisement ~ 5.5% Online Advertisement —_—
Outdoor Billboard 1 50,
Bus Advertisement 3 o, E-mail Marketing 18.5%
. h-[RTAdvﬁ'h_sem ent ) 2.7% Mewsl etter A dverti sm ent 8.3%
Mohile SMS Advertisement = - 50,
Others | | ge, Others | 0.4%
% 20% 40% 60% RD% 100% 0% 20% 405 6% Hi%%
Fig. 2.1

3.5%
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Here we see that on Fig. 2.1 Internet advertisement is still dominating with online shoppers at
83% and Television (31.5%) and Word of Mouth (29.6%) is still a strong indicator for online
shoppers to help make their decision and 73.1% of online shoppers would go straight to online
stores first to check out details about it and doing some researches from online social media,

blogs, and online forums to maybe discuss about the products interested.

How much time do online shopper would spend online searching for their unique products? Are

they the normal people or are they extensive internet users? Here we see on Fig. 2.2

Average Time Spent on Shopping Sites Average Time Spent Surfing Online - Daily
§ hrs ormore | 2.1% 8 hrs or more [N ¢
7-8hrs | 0.6% 7-8 hrs 6.9%
ki | 0.6% 6-7 hrs 5.8%
l.!‘"')
56 hrs 8 6t 9%
4-3 hrs 3.1%
4-5 hrs 14.0%
34 hrs 5.5%
34 hrs 16.1%
2-3 hrs 11.8%
12 hrs 24.9% 2-3 hrs 13.9%
Within 1 br | 7 20, 2 P e
Within 1/2 hr 23.2% Within 1 hr 3.6%
Never visted a shopping site (.02 Within 172 hr 2.2%
0% 5% 10% 15% 20% 25% 30% 0% %  10%  15%  20%
Fig. 2.2

Here we see that the majority of the sample size would spend less than 2 hours (74.6%) online
on shopping sites and decreases rapidly after 2~3 hours from 11.8% to 5.5% for 3~4 hours. We
can also see that the majority (44%) of the sample size would spend on between 2~5 hours
online per day. Comparing the two, we can say that the thread for average shopper to spend on

average of less than 2 hours on shopping sites.



3. The Categories of Purchases

Some shoppers would go online do some homework on the products they are interested and so
some price comparison online before going out and buy at the store, this is most apparent in

two categories, Daily Supplies and Computer and Related Parts in Fig. 3.1.

Products purchased in-store after comparing online
Daly Supglie: I (6 5,
Computer 2nd Related Parts 34.1%
Clothine/accessones and watch 26.4%
Mbobile phones/'personal media players 26.3%
Beauty Products 23.6%
Furnitures 20.1%
Food and Specility 19.1%
Ehoes and Bags 19,00
Home Electromcs 18.9%
Office Suppliss’ Bools and Masarines 17.3%
Camera/Video Recorder’ Audio Visual 16.8%
Andio/Video Products 807
Recreation/ Taneling 7.4%
Mom/Baby Products 7.3%
Game Console Toys Models 6.1%
Health Care Products 500y
Computer Software/Digital Content/ Internet Value added Service 5 59
Onutdoor Sports’ AntosBicyele 440
Callectibles/Attwarls () 02,
Othess | 0,4%
Compared the products online and purchased T.6%

at storefront in the past vear
Fig. 3.1

We see that Daily Supplies (36.8%) are the category most likely to be compared between
physical and online stores and second to that are the Computer and Related Parts (34.1%). Here
we see a big difference in the price range, Daily Supplies are normally priced under 3,000NTD
and Computers and Parts are normally priced between 10,000NTD and 40,000NTD, so here we
see that online shoppers are very sensitive to pricing fluctuation. Another thing we see here
is the top 5 categories (Daily Supplies, Computer and Parts, Clothing/accessories and watch,
Mobile phones/personal media players, and Beauty Products) are personal related, an indicator

that relates to Fig. 1.3 that 69.2% of online shoppers are Single.



We then ask the interviewee what was the main reason for making the purchase at the physical
stores. In Fig. 3.2, we see a great number of consumers wanting to see the actually products
before purchase, 71.2% and another 50% of consumers wanting to get the products ASAP
without any possible delay from logistic and another 38.9% of consumer that want pay for extra
shipping. While a quarter of consumers, 25.5% says it’s easier to buy the product at the physical
stores but only 19.6% of the consumers say it’s cheaper to buy at the physical stores so here we
can view the trend that 1. Taiwanese online shoppers still want to see the physical products
before making purchases. 2. The urge of getting the products on hand is also a factor to consider.
3. Shipping cost may be an issue here as some consumers might think it’s not necessary to pay
such high cost in the metropolitan area.

Main reasons for buying at storefront after comparing
Want to see the actual productbefore purchase [ 71 2%

Want to get the product aght away 50.0%
Don'twant to pay for shippipng cost 38.9%,
Product intended to purchase iz more suitable to buy at storefront 25.5%
Product is cheaper at storefront 19.6%%
The explanation service at storefront 12.9%,
The retum service at storefront 12.8%
Not trusting logistic service quality, product might be defect | 12.6%
No access to online payment tool ex: craditcard | 10.3%
Product not available at online stores 8.1%
{(1 Afraid personal data leak (cradit card, address, atc...) ) 8.0%
Othess | | 59
0% 20% 40“’0 60% 80%
Fig. 3.2

The survey also provided a Licker Scale Survey on “Online Shopping”. We can see that in Fig
3.3 that 44.2% of consumers ‘Disagree’ with 12.8% ‘Strongly Disagree’ and 21.2% ‘Mutual’
on paying extra on product for easy shopping experience and vice versa we have 31.3% of

consumers on ‘Strongly Agree’, 48.8% of consumers on ‘Agree’ and 14.6% on ‘Mutual’ for



spending more time in comparing to save money. This subconsciously wanting to save more by

spending more time comparing is not uncommon in Asia culture let alone Taiwan.

Many of the consumers responded wanting the Virtual Sites to have physical stores (45.9%
Agree & 24.9% Strongly Agree) so Return and Exchanges (44.8% Agree & 27.5% Strongly
Agree) won’t be as troublesome and easier to view actual product if on display (50.3% Agree

& 27.6% Strongly Agree).

Str. Disagree  “Disagree = Mtual mAgree = Strongly Agree

Paying extra on product for easy shoppping experience

Spending more time inémhpa!?qgtd save money
Buying product that shows personal taste is important | 135
Willing to pay extra for product speciality tome i [ e

You want your favorite storefront to open an 08 1%

onlinem;;;\qm‘e.fum 10% 3 1%

P LA

¥ou want your favoie nfine store t open a storeffont [ 551 IS S
Doing RMA online s an hassle with online stores | f05 15 ISI S5

1.1%2.4%

PR,

You hope to have more storefronts from onfine |1 i IS

stores to do product displavs 0% 20% 0%, 0% 80% 100%
Fig. 3.3

For this we can see that the expectation of consumers are still traditionally minded that they
want to see the product first before making the order, | suspect that an online services like
Zappos.com, first overcoming some logistic problems and regulations (we will talk about it

later) would open a new horizon for online consumers.
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4. The Purchase & Delivery Expectations and Groupon

We all know that online shopping is a big business, but how deep are the pockets of the
consumers while shopping on virtual stores when their traditional mindset is a convenience
store right within walking distance? In Fig 4.1 we ask how much money have the interviewees

paid within a year during online shopping. [3]

The amount of spending on online purchases in the past year

00,000 NTD or above 3,59
7000080 850 NTD 1.2%
30,0:00-60 559 NTD 3.6%
40.000--45 553 NID 3.3%
30,000-35.955 NID S.6%
20,000-28.959 NID 9.5%
10,000~19,555 N T | |47
9,000~ 9.599 NTD 4.7%
8,000~ 8 959 NTD 2.5%
7,000~ 7959 NTD 24%
6,000~ 6,999 NTD 3i3%
3,000~ 3258 NID 7.8%
4,000~-4 230 NID 5.6%
3,000--3,999 NTD 7.6%
2,000~-2,990 NTD 7.9%
1,000-1,998 NTD T 6%
Below 533 NID 7.4%

% 2% 4% 6% 8% 10%  12%  14% 1|.=.:“.a 18%
Fig. 4.1
Although the first 4 groups are pretty even, between 7.4%~7.9% from ‘Below 999NTD’ to
‘3,000~3,999 NTD’. As the price goes higher, the percentile ranges towards the lower from
2.4% to 7.8%, but as the price mark breaks 10,000~19,999NTD we have a dominant 16.4% in
this category and a 9.5% in 20,000~ 29,999NTD, presumably the Computer and Related Parts.
Even as the price goes higher, the percentile doesn’t diminish and still continue to have shoppers
purchasing in higher price categories. With previous findings we can see that the pattern for

shoppers to buy computer related or high priced electronics are strong and a solid base of
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consumers buying the daily supplies.

Once the purchases are made, consumers have a really high expectation on product arrival time
because of the demographic and geographic factors that Taiwan is an island with really high
population density, 643 citizens per square kilometers, 17" highest in the world. In Fig. 4.2 we
can see that majority of consumers 62.7%, expects the delivery timeframe falls between 1~3

days. Some remote area and island residents do expect longer delivery date.

After purchasing online, acceptable delivery time

14 days or above 1.1%

7to 14 days 3.9%
Gto 7 days I 6.9%
510 6 days 2.2%
4 1o 5 davs 5.5%
3 to 4 days 11.6%
2103 days I 3.3
1to 2 davs 30.4%
Within 24 hours 6.1%
0% 5% 10% 15% 2004 25% 30% 35%

Fig. 4.2

The survey also questions interviewees on behaviors towards online purchase, the methods and
behaviors. Although Online Auction had its peak in Taiwan, still a vast numbers of consumers
find their products in the Online bidding sites with 48.3% but the real majority is the direct
purchase from virtual site with 79.8% of consumers. In Fig. 4.3, we see some behavior and

method that are newly developed within the past two years.
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Online purchasing habit within a year Most common online purchase method
Find products on search engine [N <! +°:  Purchase Ontine [N - -

Ry ity 625%  Buy from Auction Sites 483%
Compare Prices 45.7%
Find Free or Discount products on search engines 42.0% B from Strosporiiie s Jngsie

Checking order status 387%  Join Online Auction Bidding 21.3%

Browse social sites or blog to promots products 33. 7% Buy from Telemadketer i 5%
Browse price companng sitss 18 5%

from Group-buysite | 4 8o
Wiiting enmila 0 castenn services 16.7% bl " :
Joining Groupon or Discount Sale 12.8% Buy fromAgents | 4.7%
Join 2 Auction Biddins 10.9% Buy from Mobilesites = 4 2%

Use social tools on shopping sites 83%
Statting an Anction | 6.6%
Starting an GrougBuy | 1 19, Othess | 0.2%
Post an aricle atsocial sites orblog | 20, P 20% 40% 60% 80% 100%

Buy from Mobile Apps | 3.2%

Fig. 4.3

In the recently years, we have a new trend of online shopping, Group Buy or Groupon, meaning
a group of shoppers intentionally team up to negotiate with Online Suppliers/Vendors to buy in
bulk so to lower the cost by having higher demand. With 12.8% of consumers answering that
their new purchase behavior is to find and join a Group Buy for a product they are interested
and 3.1% of consumers starting a Group Buy of their own to attract other shoppers to join.
With this new mindset, when shoppers pick what method to shop, 29% of shoppers pick Online
Group Buy as an option and 4.8% of shoppers starts looking for Groupon-like sites to start their
online shopping search. Group Buy has become a real trend here in the metropolitan city like
Taipei City white collar group as one of the Groupon-like site, GOMAJI, not only surpass its
goal of 1 billion NTD set for 2012, it doubled its income from 800 million NTD in 2011 to 1.2
billion NTD in 2012, taking a whopping 40% of the 4 billion NTD market in Taiwan and the

market lead since June 2012 in Fig. 4.4. [4]
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- WREAR FHEA FONE MR WNNAR FOEN FOAE MAN nR MEw TR
1 cowu BWE 340971 341 437 11637 454431 319 475 14500 2863 246 39.02
2 Groopon 47 407585 357 376 14562 312577 450 301 14056 506 35 37.82
3 170 IFE (170k) 162583 320 289 5203 191883 315 337 6049 846 163 16.28
4 S 12785 395 92 505 17690 528 115 934 429 85 2.51
5 12 EWE 17368 488 72 848 19132 459 97 878 30 35 236
6 nFEM 14343 362 111 444 8631 362 38 202 182 41 on
7 Yohoo! BT + 13457 258 114 481 7263 258 65 257 -224  -46.6 0.69
8  17Shopping 5489 417 122 229 4822 380 127 183 46 201 049
9  yom MER 2222 554 46 123 895 492 23 44 79  -64.2 0.12

o 976803 348 34032 3563 37163 3131 9.2
Fig. 4.4

GOMAJJI site or alike primary sell discount tickets or services to consumers wanting to use
volume to negotiate a better deal and we did a comparison of sites when consumers wanting to
pick what products or services they prefer, commaodities and ticketing. We see that in Fig 4.5,
only two travel ticketing sites, ezTravel and ezfly are on the regular browsed online shopping
sites. However on the ticketing/services category, ezTravel is only the fourth runner up at 15.3%
and ezfly is only ranked #10 at 7.4% but the really surprising fact is that the first two ticketing
systems are not travel related but event related like musical concerts, theatrical plays, sport

events, and dance events. Only the 3" and 4" place are GOMAJI and Groupon sites.
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Commonly bro;'sed-shoppmg sites .(commodities) Commo;ly browsed ého;)plfng sites (ticketing)
Yahoo!§ R s+ < EEEG—— S oy e I 2

PChomest 1 -.»(e:+h:§:-.; 4;033:. b ol i
\ahoo _’"‘5‘“’* t 3148% GOMAI | 196%
mooF M | 2% Groupon | 19.6%
GOHAPPYM L ot | 19 0% czlravel i 84 | 153%
Toet | 16.5% SBMEE | 12.6%
AT 14.3% 1Tkt | 114%
LHTHRES ) 10.5% 'TICl 10 7%
Payewsy | 98% Detgo® 408 | 70%
m"‘g‘ “lf‘;“ 3816‘ atys aw | 74%
e an.| > BELREY | 65%
Ay tendl s -r:w.::v; | 5.3%
Wimnga 58%
eflyd ™ | 40% PChome Likes | 51%
Udn¥ ¢ & In 390% EZing¥uily | 46%
W8I K K U 3.6% & hnEe | 45%
oBuys- W™ | 15% BR% it | 11%
X4 VATV | 07% Dingok—1OK% | 0.6%
) 64% : ; , Lo | 69%
% 2% % 0% 0% 0% 5% 10% 15% 20% 25% 30% 3%
Fig. 4.5

We can see the trend that online shopping for traveling is becoming a norm and growing rapidly
(51.1% combined for all online traveling sites + 20% discount tickets from Group Buy) for
Taiwan market but shopping for event tickets still have the high grounds now (67.8% combined)

and Group Buy sites have huge potentials (63.6% combined).
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5. Mobile Device and Online Purchases

The idea of buying whenever and wherever is a dream for all vendors and what better to realize
that dream with the web-ready mobile devices that just about everyone has, smartphones. Today
in Taiwan there are nearly over 50% mobile phone users own smartphones and continue to grow
at a steady rate. These consumers are just one click away from purchasing online products from
their smartphones and have it shipped to door within 24 hours or even less. In Fig. 5.1, we see
that there are already some users using their smartphones to place orders and why or why not
they decided to use a mobile device to place the order. Here in Fig. 5.1, we have 33% of users
who have used a smartphone to place an order and if we look at the “Future Intention of Using
a Smartphone to Place and Order” on the right, we have more interested than non-interested
28% vs 26% so we can see that consumer intended to order using a smartphone in the future is

very likely to happen.

Used a Cellphone to purchase products Future intention of using a cellphone for purchase

Fig. 5.1

In Fig. 5.2, we find out what the consumers would like to purchase via smartphone online

ordering, and a vast majority of them are ticket related. With a 39.1% of purchases wanting to
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buy event tickets and 36.9% of purchases wanting to buy traveling tickets or related products,

this shows that online ticketing is something worth to look into for online vendors.

Future intention of using a cellphone to purchase these products

Event Tickets NG 50 1°%

Traveling Tickets and related 36.9%
Books 24.6%
Cellphone games 23.3%
3C Products 22.4%
e-Books on cellphone 21.5%
Clothing Accessories 20.7%
Food 19.6%
Beauty/Healthcare 12.6%
Cellphone Multimedia 11.7%

Recharge on Games 6.1%
Financial Products 5.0%
Others 4.5%

0% 10% 20% 30% 40% 50%
Fig. 5.2
As we question our interviewees what needs to be improved for mobile online shopping
experience, we see great percentages of replies towards network speed, Fig. 5.3 shows 17.7%
of users wanting better network speed and 13.9% of users wants better network quality, while
only 11.5% of users have concerns about transaction safety. As Taiwan will start a new round
of LTE licensing bidding in 2013, 1 believe the mobile network speed will soon to be address
once LTE network is implemented in Taiwan. For mobile purchase transaction safety that will
soon be addressed by Financial Supervisory Commission of Taiwan as in January 15th 2013
lifted the limit on mobile online credit card purchase from 3,000NTD and start accepting

applications from financial services for related product and services. [5]

17



Improvement for mobile online shopping experience

Network Specd I |7 7"

Network Quality
Webpage Design
Transaction Security
Connection Fees
Payment Methods
Varity of Products
Product Search Result
Text Input Methods 1.0%
Others 1 0.4%
0%

13.9%
11.7%
11.5%
9.3%
7.3%
4.8%
3.6%
5% 10% 15%
Fig. 5.3
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20%



6. Logistic and Regulation

With Taiwan’s regulation and protection of online consumers, online shoppers in Taiwan should
consider themselves the lucky shoppers. A 7 days no questions asked return policy is enforced
on products made via online purchases in Taiwan and this regulation even went head to head
clash with Google. Taiwan's consumer protection laws demanded paid apps include a seven day
trial period, but the Google Play refund period lasts only 15 minutes, thus regulation is working
against Google Play rules but after 18 months of appeals and lawsuits, Google has won its right
to handle returns and trial as it saw fit. [6] This regulation is crucial as it affects logistic within
the purchase cycle and how the cash flow affects consumers.  Of the top 5 online shoppers we
mentioned in this paper, PcHome Shopping, Yahoo Shopping, MoMo, Books.com.tw, and
Yahoo Marketplace all have the options to do complete Return Merchandize Authorization with
just one or two clicks of buttons without any extra request from consumers. The ease of RMA
is embedded within the purchase system so consumers can regret at any time without any fuss
with internal or external online payment systems. Consumers can also select options to finalize
the purchase at the convenience store POS when the package arrived for pickup, thus
minimizing the risk of credit card information leak online. With a convenience store to store
delivery network implemented by some local logistic companies, consumers can option to have
packages delivered less than 9 hours with certain product categories. The expectations of
consumers for speedy services and ease of shopping experiences are more demanding than ever
on this island and for new comers like Amazon.com, establishing a good partnership with local
brands are essential. Having a local partnership with local logistic provider or other online
vendors would greatly boost the brand image and public relationship with consumers. The

consumers would notice the immediate effect of logistic advantages and view Amazon.com as
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a company willing to provide world class services at localized market which is the center of

Amazon.com core value, customers first.
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7. Amazon Web Services Potential in Taiwan

One of the services Amazon.com provides is Amazon Web Services, AWS for short, is a cloud
services that provide elastic computing, storage, networking, and infrastructure services
towards individual and corporates accounts. Currently this service is not localized in Taiwan
but already some 500+ users have already signed up and using its services co-located worldwide.
Due to language barriers and payment issues, the service is picking up slowly here in Taiwan
compare with other local cloud service providers. The local companies have hard time reporting
expenses on foreign receipts send to Amazon.com accounts and most of the support services
are in English-only thus limiting local companies exploring great potential with AWS services
as it was designed to elastically provide cutting edge technology at minimal price. However we
do start seeing quite a few incubator center, sponsored by city governments to start introducing
cloud technologies as basic seminars. | believe that AWS will eventually catch up and start

leading the wave in Taiwan once the bill payment and language interface has been localized.
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8. Amazon.com’s Market Position in Taiwan

Even though there’s no localized Amazon.com web portal site in Taiwan, online shoppers can
still make purchases with Amazon USA, Amazon Japan or even Amazon China sites here in
Taiwan. Of the 7,685 valid samples we have, there are 2,938 valid samples that have made
purchases towards oversea sites located outside of Taiwan, that’s 38.23% of users willing to
take the extra step to get the products they wanted, in Fig. 8.1.

What methods were used in the

past year to order oversea products ‘Which foreign sites do you use to order directly

Others www.TaoBao.com (China) [NNEGEEEGGEN - s
2% Rakuten (Japan) 27.8%
Amazon com (USA) 23.6%
Yahoo! Shopping (Japan) 21.7%
eBay (USA) 11.4%
Gmarket (Korea) 9.5%
ASOS (UK) 8.7%

www.JD.com (China) 4.6%
Dangdang.com (China) 3.2%

Ofthers 13.6%

0% 10% 20% 30% 40% S0%

Fig. 8.1

What really surprises us is that only 36% of 2,938 shoppers chose to shop direct and a great
deal of other users use personal agents (39%) or dedicated sites (23%) that specialized in
oversea shopping sites. Even though there are a huge 39.8% of oversea shoppers buying on
Taobao.com, it would be because of language similarity that Taiwanese users when searching
for items, but for brand image and quality merchandise, shoppers would still pick Japanese or

USA sites, like Rakuten (27.8%) and Amazon.com (23.6%).
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9. Amazon.com Porter Five Forces

We then look at Porter Five Forces Model using Fig. 9.1.

é
©

Barriers

N\
o
/

Fig. 9.1

Threat of substitute products and services — High, there are quite a lot of alternatives to
Amazon’s services and products. Overall, there appear to be many substitutes to Amazon’s
product offerings, Although Amazon’s products can be substituted fairly easy, the physical
stores and web sites themselves may not offer the same quality of customer service and

convenience to its customers as Amazon.com has done. [7]

Threat of the entry of new competitors — Low, not possible for a new company to have the depth

and massive selection of what Amazon.com provides now.
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Intensity of competitive — High, Amazon.com has countless competitors here in Taiwan,
especially the full grown ones like Yahoo Shopping and PcHome Shopping and smaller ones
like NewEgg.com and MoMo Shopping. Although competition should not seriously threaten
Amazon.com’s future level of growth and success, if Amazon.com still decide not to enter the

market here in Taiwan, it may well be too late to do so.

Bargaining power of customers/buyers — High, Amazon.com’s customers have the option of
buying the products and services they desire on the hundreds of thousands of other retail web

sites on the internet.

Bargaining power of Suppliers — Medium-High, suppliers have a medium power in the sense
that much of Amazon’s own inventory could be obtained from numerous suppliers across the

country or even across the globe.
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10. Summary and Recommendation

With the porter five forces analysis done towards the Taiwan market; we see that the mobile
shopping environment is getting more mature in technology and hardware and more
acceptances in online consumers as well as online oversea shopping with personal agents. The
Taiwan market is ready in terms of regulation, hardware, technology, and purchase intent and
need from consumers. The opportunity window is opening wide now but it will close really
soon as local players will start another round of investment on mobile purchasing.
Amazon.com should act now and secure its position with heavy investment locally to create the
dominate image and/or help from local brands in logistic and payment gateways, and other
option include partnership with other local players. Although there was a bitter partnership with
PcHome in 1999 [8] but there are other local major players in the market interested like
momosho.com.tw.  Although Kindle tablet is still not available for delivery directly to Taiwan
market [9] from Amazon USA, many users have already purchase the tablets from Amazon
Japan and as of now, Amazon AppStore includes Taiwan as servicing region. Also accounts
from Amazon China® can now purchase Kindle books (English and Simplified Chinese) which
means Taiwan users can register Amazon.cn accounts and purchase Simplified Chinese books.
Another marketing strategy is to start a big co-branding promotion using localized payment
systems, providing rebate or discount to users by using online payment system and offer
unbeatable customer service like Amazon always do, Amazon.com can soon take the lead here

as the #1 in Taiwan’s Online Retailer.

! Due to regulation, Amazon China accounts are separate from other Amazon Region Stores like USA, Japan,
UK, Brazil, and Germany.
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