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Abstract 

Farfetch, a luxury fashion e-tailer, is venturing into a new business unit, Black & White, that 
will help high end fashion brands establish their own e-commerce platform. 

The early stage of this initiative makes it necessary to clearly define and develop the current 

business model, enabling visibility to all its stakeholders and shaping its future. The 
representation of the business model was based on Osterwalder and Pigneur’s Business Model 

Canvas tool, which allowed for its comprehensive understanding, while simultaneous ly 
highlighting its strengths and weaknesses. 

It was understood throughout the analysis that some key areas of the project could be 

significantly improved in the short term, while others would need to be adjusted as part of the 
strategy for the future. Adding further value propositions to the business model while 

anticipating the future of the project was considered pivotal and was achieved by focusing on 
warehousing solutions, for packaging and for products, and consultancy on the client’s 
processes and metrics. Understanding the cost structure and revenue streams of the project, in 

a measurable and reliable way, was crucial to predict its potential profitability and viability. 
The current omnichannel strategy was analyzed, concluding there was room for improvement, 

and therefore its future vision was mapped. 

It is now possible to have a clear view of the business model as a whole, promoting interna l 
discussion and creating external clarity, and to know what steps must be followed for it to 

become even more competitive and attractive in the market.
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Modelação de Negócio de um Fornecedor de Serviços de E-Commerce 
baseado na Plataforma de um Retalhista Online 

Resumo 

Farfetch, um retalhista online de moda de luxo, está a expandir com uma nova unidade de 
negócio, Black & White, que irá ajudar marcas de moda de luxo a estabelecer a sua própria 
plataforma de comércio eletrónico. 

Estando esta iniciativa na sua fase inicial, torna-se necessário definir claramente e desenvolver 
o modelo de negócio atual, criando visibilidade para todas as partes interessadas e modelando 

o seu future. A representação do modelo de negócio foi baseada na ferramenta Business Model 
Canvas desenvolvida por Osterwalder e Pigneur, o que permitiu a sua compreensão integra l, 
destacando simultaneamente as suas forças e fraquezas. 

Durante a análise foi entendido que algumas áreas chave do projeto poderiam ser 
significativamente melhoradas a curto prazo, enquanto outras precisariam de ser ajustadas 

como parte da estratégia para o futuro. Acrescentar propostas de valor ao modelo de negócio 
enquanto se antecipa o seu futuro foi considerado crucial e foi alcançado focando em soluções 
de armazenamento para embalagens e produtos, e consultoria nos processos do cliente e nas 

suas métricas. Perceber a estrutura de custos e fluxos de receita do projecto, de uma forma 
mensurável e fidedigna, foi necessário para conseguir prever a sua rentabilidade e viabilidade 

futura. A estratégia omnicanal atual foi analisada, concluindo que havia espaço para melhor ia, 
pelo que a sua visão futura foi mapeada. 

É agora possível ter uma ideia clara do modelo de negócio como um todo, promovendo 

discussão interna e criando clareza externa, e saber os passos seguintes a percorrer para que ele 
se possa tornar mais competitivo e atraente no mercado.
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1 Introduction 

Farfetch is an e-commerce platform, providing luxury fashion worldwide. The growth Farfetch 
has experienced throughout its eight years of existence, has led to a parallel business unit that 

intends to co-exist and grow alongside Farfetch. It shall take advantage of the expertise and the 
platform established so far, pushing it towards new boundaries and creating a synergy that is 
trying to shape the future of e-commerce. 

The newly unveiled business unit, Black & White, will develop e-commerce platforms and run 
a crucial part of the operations for luxury fashion brands. Given the project’s infancy, it is 

necessary to raise visibility on the business model, refining it and projecting its future. 

1.1 Farfetch 

Farfetch is a luxury e-tailer providing an e-commerce platform that curates the best boutiques 
around the world. The boutiques themselves are curators of the best articles that luxury fashion 

brands have to offer, therefore Farfetch ultimately brings this careful selection of high end 
fashion to the consumer. 

The portal allows consumers to shop online from boutiques across the world, where typically, 

a boutique’s articles are only available as an offline physical experience. Also, the combined 
range of items available from each boutique, make the Farfetch platform much more interest ing 

than the online experience a boutique could provide to a consumer on its own. 

What positions Farfetch as unique in the market, is that it does not own the stock that is sold on 
its platform, as it belongs entirely to the boutiques. When a sale is done on the website, a third 

party logistics provider will collect the package at the boutique and deliver it at the customer’s 
address. This strategy significantly lowers the risk of the business on one hand, as it fades the 

need to hold a stock worth a significant amount of capital, but on the other it makes it rely 
heavily on the boutique’s performance. 

Currently, Farfetch works with more than 400 boutiques, that are present in more than 30 

countries. It reaches the markets of over 195 countries, the most notable being United States of 
America, Brazil, Australia and the United Kingdom.  

To create a closer proximity relationship with the consumer, the Farfetch platform is translated 

in multiple languages, and customer service is also provided in different languages and time 
zones. 

To reach this international network, it also globalized its offices, having established in seven 
countries and ten locations around the world: Portugal – Porto and Guimarães, United Kingdom 
- London, Russia - Moscow, United States of America– Los Angeles and New York, Brazil – 

São Paulo, China – Shanghai and Hong Kong, and Japan - Tokyo. 

Farfetch keeps growing, now with more than 1000 employees under its wing, a 50% increase 

from last year. This expansion is also translated in sales, which have been steadily growing 
since inception. Having completed a round of funding that values it at 1.5 billion US dollars, it 
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will now seek to convert revenue into profit and venture into a new business model, with which 
it will align efforts to sustain growth. 

1.2 Black & White 

According to Farfetch’s CEO, José Neves, Black & White is a fully-fledged agency and white-
label solution for brands, making use of Farfetch’s platform to allow building another website 

and then deploying in a modular way whatever services or infrastructure the clients want to use. 
Some brands will want to have complete control over design, build and day-to-day operation 

of their website, while others can ask Farfetch to manage everything for them, from customer 
service to payments and online marketing.  

Farfetch’s developments, systems, and operations in place enables the new business unit to 

provide a complete package of e-commerce infrastructure and operations capable of supporting 
the online business of brands with a large scale. The limitations come from bespoke 

developments that are occasionally required to adapt to client requirements, as in this case, their 
bargaining power is superior of a boutique, as there are other players capable of providing 
similar services.  

The core teams of the project are divided between Portugal and the United Kingdom. Porto 
hosts the technological and operational teams, while London supports the commercial and top 

management teams. 

1.3 Project Objectives 

The Black & White business unit is about to roll out its first mono brand website, with future 
brands signed and in the pipeline. There is a need to perfect and refine its business model 
alongside the inputs given from the launch of the operation.  

The main objective of the project was to map the business’ model current state, identifying its 
strengths and weaknesses in every key area. This objective was to be complemented with 

ameliorations to increase the value offering and an analysis of the cost structure to predict its 
potential sustainability and profitability. 

Although the scope of the business model analysis included its full comprehensiveness, a 

particular interest was given to the operations rather than the technology. 

1.4 Methodology  

To establish the current characteristics of the business model, and conduct its overall review, 
the Business Model Canvas strategic management tool was applied. This required acquiring 

transversal knowledge on all areas of the project, on an operational, tactical and strategic level.  

Evaluating what could be improved, was achieved empirically, gathering experience on the 
difficulties felt, the actual and potential clients’ feedback and questions.  

The approach to each of the topics to be analyzed, was done given their specific needs. Some 
by conceptualization of its bettered future state, with all the inputs acquired previously, others 

by carrying out studies or applying specific models and methods to reach the best solutions or 
conclusions for each scenario. Optimizing the trade-off between buying packaging in bulk 
versus having to support its holding cost was achieved using Harris Wilson’s Economic Order 

Quantity Model. Modelling the project’s cost structure and profitability was done by 
constructing a model based on the average costs sustained by Farfetch when applicable, by 

estimating the utilization of resources and their respective costs and by forecasting the project’s 
revenue streams and growth. Conclusions on this model were taken with the help of a regression 
analysis of a sample of possible values. 
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1.5 Report Structure 

The remainder of the report will have the following structure. Chapter 2 is a literature review 

on the pertinent topics: Luxury E-commerce, Outsourcing E-commerce Services and Business 
Model. Chapter 3 will be a case study that will overview Farfetch’s structure and business 
model, its connection with Black & White, and the scrutiny of its business model through the 

lens of the Business Model Canvas tool. The developed analyses for the crucial points identified 
is presented in Chapter 4. These will cover contract structure, adding further value propositions, 

consultancy, cost structure and profitability as well as the omnichannel subject. Finally, Chapter 
5 draws all the relevant conclusions, appraising them and considering all the future work and 
research that could be developed to fine tune the findings and elevate the B&W project. 
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2 Literature Review 

This chapter intends to provide a literature review on the relevant topics to be approached 
throughout this dissertation. Firstly, the relationship between e-commerce and luxury will be 

described, followed by the current state of outsourcing e-commerce services with a particular 
focus on online retail. The approach to a business model will then be reviewed, focusing on the 
business model canvas as it will be the main tool of analysis of the Black & White business 

model. 

2.1 Luxury E-commerce 

In the field of socio-psychology, luxury is defined as a result of its connection to a culture, state 
of being and lifestyle, be it personal or collective (Okonkwo 2009). Economics defines luxury 

goods as having an elasticity of demand superior to one. Meaning that demand rises more than 
proportionally to the increase in income.  

Luxury is characterized by a combination of characteristics. Okonkwo (2009) highlights 
originality, creativity in the product and retail concept, craftsmanship and precision in the 
production, emotional appeal and careful brand image, along with exclusiveness and a premium 

quality and pricing. 

Any economic activity that occurs online is denominated electronic commerce, or e-commerce. 

These activities range from retail shopping, to banking, investing, acquiring services and 
rentals. 

Niranjanamurthy, Kavyashree, and Chahar (2013) identified the advantages of e-commerce 

over traditional commerce as being:  

 Quicker buying or selling procedure; 

 Ease of finding products; 

 24 hours a day, 7 days per week buying and selling availability; 

 Increased customer reach; 

 Low operational costs; 

 Better quality of services; 

 Dismissal of physical set-up; 

 Easier to start and manage a business; 

 Increased selection from multiple providers to the customer. 

Both the luxury and e-commerce markets have been expanding independently in the past years.  
Despite the economic crisis, the luxury market managed to sustain growth over the past twenty 

years, and develop into a global industry worth 180 billion US dollars (Okonkwo 2009). Not 
only is the growth sustained by the sales volume, but also due to the expansion into emerging 

markets, in fact, new luxury markets such as China, Russia, India, the Middle East, Brazil and 
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Mexico will have joint revenue surpassed the markets of Europe, North America and Japan in 
the next decade (Okonkwo 2009). 

Since inception, e-commerce has been exponentially growing, without showing signs of 

slowing down in the near future. This growth is felt on the number of transactions, people and 
overall sales. ACNielsen’s report (2010), shows that the percentage of people buying online has 

raised approximately 40 percent in two years, having reached a total of 875 million. This 
accelerated growth can be justified by the advantages e-retailing has over traditional brick-and-
mortar stores: greater flexibility, market reach, convenience and customization, with a broader 

product lines and a reduced cost structure are some of the most relevant ones (Srinivasan, 
Anderson, and Ponnavolu 2002) 

But this growth also intersects in the luxury online commerce. Recent research estimates that 
the online sales of luxury goods, are expected to twofold in the next five years, and expand 
from 4% to 7% of the total luxury retail market (Guercini and Runfola 2015). 

However, there is an opposing perspective on the relation between luxury goods and e-
commerce. E-commerce is an attempt to create accessibility to customer worldwide, on the 

other hand, one of the characteristics of the value proposition of luxury is the scarcity and 
exclusivity of the products (Guercini and Runfola 2015). Brands have to address the paradox 
of increasing sales while minimizing the risk of overexposing and diminishing the perception 

of limited supply (Okonkwo 2009). 

Nevertheless, the reality is that luxury can be successfully positioned online, and some of the 

most important brands and fashion groups in the industry have successful online ventures, 
which proved to be one of the most rapid growing distribution channels (Okonkwo 2009). 

The online channel offers tremendous opportunities, and contributes to the steady growth in the 

sales of luxury products worldwide. It is a path that luxury fashion brands will not want to 
circumvent. 

2.2 Outsourcing E-commerce Services 

The theory of complementary assets has found applicability in the e-commerce field. Success 

in e-commerce requires access to many complementary assets, most notably computers, 
internet, satellite technology, logistics and services (Cho, Ozment and Sink 2008). 

Strategy, technical, financial and scale considerations are the main reasons for outsourcing. In 

the past, it was found that the main driver for outsourcing was cost reduction, however, now 
the willingness to offer a higher quality service to the customer has become more important 

than cost considerations (Al-qirim and Bathula 2002). The authors conducted a study to identify 
the main drivers for outsourcing, which allowed them to rank their importance in the following 
order:  

 Access to expertise; 

 Improve quality of the service; 

 Access to new technology; 

 Flexible and responsive systems; 

 Focus on core business competency; 

 Reduce costs; 

 Reduce risk/uncertainty in new projects; 

 Quick operationalization; 

 Gain competitive advantage; 

 Lack in-house capability; 
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 Develop new skills; 

 In-house IT management is cumbersome; 

 Continuing past contracts; 

 Organizational restructuring/downsizing; 

 Imitate competitors. 

E-commerce is part of a multichannel retailing strategy, that has shown by best practices to be 
a synergetic way of mutually benefiting the multiple channels, while positively improving the 

bottom line (Pentina and Hasty 2009). 

Developing this multichannel strategy however, implies a large capital investment in the 
fulfillment operation (warehouses, information systems, telecommunications, infrastructure, 

human resources), outsourcing these functions, allows retailers not only to save money, but also 
speed up the time-to-market of this new channel (Pentina and Hasty 2009). 

2.3 Business Modeling 

A business model is a representation of a company, either conceptually or through textual and 

graphical portrayal (Al-Debei, El-Haddadeh, and Avison 2008) that embodies the 
organizational and financial architecture (Teece 2010) and the network of partners required for 
the creation, marketing and deliverance of value to one or multiple customer segments, as well 

as the outlining of the value offering this architecture and network supports (Osterwalder, 
Pigneur, and Tucci 2005). 

The business model is therefore the vehicle by which it is possible to create and sustain margins 
or growth (Euchner 2014), that could be integrated in the creation of a business plan and in 
income statements and cash flow projections (Teece 2010). 

Johnson (2010), characterizes a business model as consisting of four interlocking elements that, 
together, create and deliver value. The four elements are:  

• Customer value proposition: ‘‘An offering that helps customers more effectively, reliably, 
conveniently, or affordably solve an important problem (or satisfy a job-to-be-done) at a given 
price.’’ 

• Profit formula: ‘‘The economic blueprint that defines how the company will create value for 
itself and its shareholders. It specifies the assets and fixed cost structure, as well as the margins 

and velocity required to cover them.’’ 

• Key resources: ‘‘The unique people, technology, products, facilities, equipment, funding, and 
brand required to deliver the value proposition to the customer.’’ 

• Key processes: ‘‘The means by which a company delivers on the customer value proposition 
in a sustainable, repeatable, scalable, and manageable way.’’ 

This approach is completely incorporated in the Business Model Canvas tool developed by 
Osterwalder and Pigneur (2010). 

 

Business Model and Strategy 

Although the line that differentiates business models from strategies has often been blurred, 

they are different (Abraham 2013). The author also considers that, inherently, a viable 
enterprise has a business model, whether or not much thought has been given in the need for 
tweaking or replacing it, this will happen when the need to respond to changes in its 

environment is felt. 



Business Modelling an E-commerce Service Provider based on an E-Tailer’s Platform  

7 

A business model is nothing more than a static strategic positioning, adding dynamism to 
change this positioning throughout time by shapeshifting the business model is the strategy (Yip 
2004). 

Strategic planning is the challenge of guiding a company over the course of time, adapting to 
changes in the industry, markets, technologies and other variables while maintaining and 

developing a successful business (Magretta 2002). However, this author identifies that there is 
a new school of thought, that prioritizes the cognizance of the business model beforehand, 
perceiving how it adds value, how it generates revenue and then channeling efforts to 

differentiate it from the industry. 

The Business Model Canvas is one of the tools that can will allow for the understanding of the 

current business model and support the decision makers on whether it needs to be adjusted or 
substituted (Abraham 2013). The author also states that a strictly business model approach is 
limited, incapable of helping the organization develop a competitive advantage, outperform the 

competition or diversify, being necessary to apply strategy and external analysis, on the 
industry, markets and other trends to become a stronger competitor. Abraham (2013) concludes 

that, ultimately, both the strategy and the business model thinking is required in an organizat ion.  

 

Business Model Canvas 

“The starting point for any good discussion, meeting, or workshop on business model 
innovation should be a shared understanding of what a business model actually is” stated 

Osterwalder and Pigneur (2010). The authors created the business model canvas with the 
intention to facilitate discussion and visibility on the business model, through a simple, intuit ive 
and understandable concept that does not oversimplify it. 

The Business Model Canvas is divided in nine building blocks of a business model. Figure 1 
shows how these are distributed in a way that visually shows the proximity between them, and 
their role on the canvas (Ching and Fauvel 2013). Besides the division in blocks, there is also a 

clear separation between product and efficiency on the left, and market and value on the right 
(Maurya 2010). 

 

Figure 1 - Illustrated Business Model Canvas  (Osterwalder and Pigneur 2010) 
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The business model canvas is just but one tool, and authors Ching and Fauvel (2013), believe 
that as a stand-alone, it does not cover some essential points relevant to business models. These 
omissions refer to: 

 Not considering an analysis of the competition; 
 Not taking into account competition structures; 
 Not formulating business goals; 
 Not considering KPI’s and performance measurement; 
 Excluding strategic purpose; 
 Mixing levels of abstraction. 

The highlighted weaknesses underline that the Business Model Canvas is limited when it 
comes to assessing the competition and the business model’s own performance. But because 

these two areas are currently also difficult appraise due to the confidential nature of the 
business, and because the tool covers an extensive ground, it was chosen has the main tool 
of analysis for the business model described throughout this dissertation. 

Lean Canvas 

The business model canvas was adapted into the Lean Canvas by Ash Maurya as shown in 
figure 2. 

 

Figure 2 - Lean Canvas (Maurya 2012) 

The key differences between the approach of the Business Model Canvas and the Lean Canvas 

can be clearly identified in the Problem, Solution, Key Metrics and Unfair Advantage building 
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blocks on the Lean Canvas, that took the place of the Key Partners, Key Activities, Key 
Resources and Customer Relationships of the Business Model Canvas.  

According to the author, the reasoning behind the removal of key activities and resources was 

that they were more oriented at providing an outside-in view rather than an entrepreneur ia l 
perspective. Removing customer relationships was based on the belief that firstly, direct 

customer relationship must be established and then, the path to the customers should be 
identified. The key partners were removed because in an unknown startup, pursuing 
partnerships from the offset could generate waste (Maurya 2012). 

Recurring to figure 3, the author of the Lean Canvas considers that the Business Model Canvas 
is more suitable for a project with some level of development, and not completely in its 

beginning or even unbegun.  

 

 

Figure 3 - Business Model Ramp-up (Maurya 2012) 

 
Because of this positioning, and due to the importance of key partnerships from day one of 

the project, the Business Model Canvas was considered to be a more appropriate tool to 

analyze this particular business model.
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3 Case Study 

3.1. Farfetch 

Farfetch is a multi-sided platform, and as so, it connects two interdependent groups of 
customers. The more boutiques Farfetch is able to have on its platform, the more it becomes 
appealing to the end customer, and the more end customers it has, the greater the benefit for the 

boutiques. This two-sided network effect, leads it to pursue value for both groups. 

So, from the consumer’s perspective, Farfetch aggregates value by: 

• Consolidating the stock of more than 400 boutiques in a single portal; 

• Curated items, by the boutiques and by Farfetch; 

• Reachability, in the sense that one can buy an item that is available in a boutique across the 

globe; 

• Comfort of being able to buy exclusive items without leaving your home. 

 

These are the key aspects of the value offered by Farfetch to the consumer. But the consumer 
is not the single client of Farfetch, so are the brands and boutiques, in fact, they are the ones 

generating revenue. So it is of the uttermost importance that Farfetch focuses on the added value 
it is bringing to them: 

• Stronger online presence; 

• Immediate global scale – once a boutique enters the Farfetch ecosystem, it gains access to 
thousands of customers around the world, which would require significant effort on their behalf 

to achieve on their own; 

• E-commerce operations outsourced – the range of operational services being provided will be 

reviewed later; 

• Continuous Development – as Farfetch seeks to drive operational improvements and higher 
sales, the boutiques will consequently benefit from these efforts. 

 

Revenue 

Farfetch has a commission-based revenue model. Boutiques present on the Farfetch portal pay 

a commission as a percentage of the sales the boutique generated through the portal. This 
revenue model makes much sense for both Farfetch and the boutiques, as it acknowledges that 

driving sales will be a win-win situation. Boutiques rest assured that at any given point Farfetch 
is putting its expertise into boosting sales, and providing a better experience for the customer 
and the boutiques themselves.   
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3.1.1. Structure 

Besides the common areas for every business, such as human resources, accounting and finance, 

Farfetch heavily relies on two key areas: technology and operations. These areas are the 
foundation of the business model, as they are the ones performing all the key activities that 
provide Farfetch’s value proposition. 

 

Technology 

On the technological side, there is a division in focal point. There are teams working directly 
on the Farfetch portal, denominated as the front-end, improving user interface and experience, 
while others center their efforts on the back-end platforms that act as the fulcrum for the 

operational side. 

 

E-commerce Operations 

Farfetch manages all the e-commerce operations for the boutiques, except for order processing 
and fulfilment, which must be done in store. This is a crucial part of the operation as a whole, 

so that is why the technological side dedicates a considerable amount of time to build the 
platforms that will provide support to these operations. 

Scrutinizing these operations is of the uttermost importance, as the business unit to be analyzed 
throughout this dissertation greatly demands from all these departments. Greater detail will be 
given to those directly supporting the B&W project. 

  

Payments – Farfetch is the one responsible for collecting the payments for customer’s 

purchases. Therefore, it must provide the customer with an appropriate array of payment 
options in order to ease the experience. This offer happens through integration with payment 
service providers and acquirers.  The focus is in the world wide spread payment options, which 

are split in two main categories: Credit Cards and Online Payments. 

Besides the global offering, Farfetch also tries to make the experience more comfortable for the 

customer by offering local payment options, which are specific to a certain country or region.  

It is in the payments department where the capture of the customer’s money is triggered to pay 
for the purchase, and where refunds are processed in case of a return or cancellation. 

Fraud - As it is Farfetch’s responsibility to prevent fraudulent transactions, they have a 
dedicated team to analyze each potential transaction and its legitimacy. The majority of frauds 

originate in the use of stolen cards, but should Farfetch allow for a transaction to occur in these 
terms, and the owner of the stolen card request his bank for a cashback on the transaction he 
did not make, then Farfetch would be liable for this money refund, originating what is called a 

chargeback. 

Supply – help the stores improve their internal processes, giving them feedback on their 

performance and how it could be bettered. 

Delivery – this team is split between support and development. While support is dedicated to 
solving everyday shipping problems, development commits to the creation of new routes, 

studying the difficulties of how to approach new markets and solving them in the long run. 

Continuous Improvement – this department focuses on improving and aligning all the 

Farfetch’s processes. 
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Customer Service – this department is responsible for dealing with all the customer’s contacts. 
The reasons behind these contacts range from items inquiries, to order statuses updates, 
complaints, checkout help, information on ongoing campaigns, etc. 

Partner Services – are the ones who handle all the boutique’s queries. Essentially helping them 
understand and function with Farfetch’s systems, solving any doubts and issues they might 

have, and establishing the bridge with the other operational departments to give response to 
particular situations, such as shipping statuses, payment approvals, among others. 

Account Management – help the boutiques on a fashion oriented level, advising on trends of 

the season and their strategic placement. 

 

3.2. Black & White 

The Black & White business unit will derive most of the business model from Farfetch. 

However, some changes and adaptations, and in some cases, compromises must be done in 
order to create a sustainable and competitive business model.  

 

The basic concept of value offering that drives this business model can be split in two 
components: 

 Website build and maintenance: building a well-designed, modern and user friend ly 
website, adapted to the brands’ needs and expectations; 

 E-commerce Operations: running crucial e-commerce operations, on behalf of the 
brand, and assisting them in the tasks they must perform themselves, while providing 
an increasingly better user experience. 

 

3.2.1. B&W Reliance on Farfetch 

The B&W project depends on Farfetch in order to accomplish a significant amount of its key 
activities, utilizing Farfetch’s resources.  

The most blatant area of dependence is technology. All the operations are enrooted in the 
technological platforms Farfetch has developed for its business. Order processing and status, 

creation of items (name, material, prices in every market, pictures), calculation of duties for 
DDP countries, stock control, shipping definitions (pricing, routes, integration with carriers), 
finance reports among other crucial operations are all easily accessible through specific 

platforms. The development of the website itself also falls in the core foundation built for the 
Farfetch portal. 

Another key area that would cripple the project’s prosperity is the connections Farfetch has 
established in the fashion industry. Through its positioning in the market, connection with 
boutiques, and acquisition of an iconic boutique, Browns, it has enabled a network of contacts 

from which B&W can take advantage to leverage its channels. 

The B&W project also exploits all the expertise and bargaining power Farfetch as acquired 

throughout the years in e-commerce and international commerce. Farfetch’s volume of orders, 
and close relationship with carriers, significantly decreases the price the carriers would charge 
for a company with much lesser volume. Besides, the complexity of shipping worldwide has 

been broken down over the years, which is therefore a barrier B&W does not have to struggle 
with as much. 
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3.3. Current B&W Business Model Canvas 

The business model canvas methodology will be used to assess and evaluate the key areas of 

the B&W business model. The intention is to document the existing model, to allow for an 
easier recognition of its potentialities and downfalls, raising awareness of the team and  
promoting alignment of the activities while projecting the future. 

Besides the division of the canvas in nine blocks, there is also a halfway bisection that separates 
efficiency, on the left, from value, on the right. Efficiency is consequently visible in the cost 

structure and key partners, activities and resources, while value can be identified in the revenue 
streams, channels and customer segments and relationships. The value proposition block 
merges both views by aligning what the project can offer in terms of value, given its acquired 

efficiency. 

Throughout this chapter, the approach will consist of defining what is currently being done in 

the project for each of the key areas, and suggest improvements and future strategies to be 
implemented. 

 

3.3.1. Customer Segments 

This building block will identify the characteristics of the entities the business intends to reach 

and convey its value proposition. 

Defining customer segmentation has an extensive impact in a project. It clarifies the differences 

in strategies to acquire and retain different customer segments, as well as the most effective 
way of implementing upsell techniques.  

The B&W project is comprised of two interdependent customer segments. On one hand, the 

project needs to have clients interested in launching its e-commerce platform using B&W’s 
services, on the other, revenue generation comes from the consumers that buy the items on that 

platform. Osterwalder and Pigneur define this model as being a multi-sided platform. A mult i-
sided platform is characterized by “facilitating interactions between different groups”. In 
B&W’s case it connects the brands with consumers. 

 

E-commerce Outsourcing Customers  

Customer segmentation on this side has been strongly defined from the outset of the project. 
Given that one of its main purposes is increasing supply for Farfetch, initially, the target clients 
are brands that are suitable for the Farfetch portal, meaning luxury fashion brands. 

From an ideal point of view, and given the cost structure and revenue stream to be analyzed 
next, the perfect client would be one with the following characteristics, in order of importance : 

1) Belonging to a big fashion group – working with brands that are under the 
umbrella of big fashion groups, opens the door to access other brands within the 
group; 

 
2) Products not yet present on Farfetch – when presenting the value proposition to 

the clients, an effort will be made so that the client becomes interested in allowing 
the sale of his products on the Farfetch portal. This can happen in two different 
ways, and it is in the interest of Farfetch to achieve both. One is by introducing the 

brand and its stock in the Farfetch portal and the other is by negotiating the removal 
of the restriction that some brands have imposed by disallowing the sale of their 

items on the portal, even when it’s the boutiques owning the stock; 
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3) Products in great demand – would generate higher sales, and therefore a higher 
revenue for the project and for Farfetch if it were restricted and that restriction was 
to be withdrawn; 

 

4) High priced items - because the commission applies on value of the items sold, 

disregarding the number of orders, but this factor is actually one of the main factors 
correlating with the effort needed to run the operation; 

 

5) Brand potential – one of the desires of the project is to be a launching pad for 
brands that have not yet established a strong position in the fashion industry but that 

have potential to do so. 

This rank clearly prioritizes strategic long term goals over short term operational results, which 
is undeniably the intention of the project. 

 

End Customer acquiring products on the developed platforms 

Segmentation on this side of the platform can be simultaneously general and particular. Given 
the lack of segmentation on the brand side, as they all belong to a high-end fashion market, a 
bird’s eye view could misleadingly pigeonhole the entirety of end consumers as a luxury 

consumer. But in actual truth, one brand will have a different segmentation from another. 
Currently, it is in the greater interest of the project to analyze the remainder of the business 

model canvas considering the client as the brand. The reason is that for each signed brand, it 
will be important to analyze conjunctively with the brand the segmentation of the end customer 
and the optimal way to deliver value to them. 

 

3.3.2. Value Proposition 

The main value proposition the project is offering is allowing a brand to have a sales channel 
with global reach without the need to invest a tremendous amount of time and money on an 

area that is not their core business.  

The Value Proposition Canvas is a tool that Osterwalder and Pigneur developed to complement 
the Business Model Canvas. It works as a plug-in that relates the customer segments with the 

value proposition.  
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A company may only create the value the consumers perceive. That is why it is pivotal to 

immerse in the consumer’s thinking process and understand what is valuable to them. The 
canvas addresses this perspective analyzing three key aspects: 

 Customer Jobs – the jobs the customers are trying to get done; 

 Pains - the related pains outlining the negative aspects they would like to avoid; 

 Gains – the positive outcomes and benefits they would like to achieve. 

 

Therefore, for the B&W project, the profile of their clients follows. 

Customer Jobs: 

 Increase revenue – one of the objectives of the B&W’s potential clients is to increase 

the revenue the company is generating; 

 Acquire customers – acquisition of new customers can be achieved by creating 

awareness through different channels and in different markets; 

 New sales channel – one of the ways brands believe could increase revenue is by 

having a new sales channel that allows them to reach a customer base they could not 
do before; 

 E-commerce platform – the new sales channel the brand envisions is the online 
market. 

 

 

 

 

 

Figure 4 - Value Proposition Canvas (Osterwalder and Pigneur 2010) 
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Pains: 

 Investment – investing a considerable amount of resources, essentially time and money, 
is one of the biggest pains brands feel when considering venturing in the online market ; 

 Risk – risk is a common negative aspect of projects that require a big investment, and 
one that clients would like to avoid, as they are not completely comfortable with taking 

a chance within an area they do not have the entirety of knowledge; 

 Expertise – acquiring the necessary expertise to launch an optimally successful               

e-commerce project is both time and money consuming, and greatly increases the risk 
of the project. 

 

Gains: 

 Savings – clients would like to perform accomplish their jobs with the minimum amount 

of operational costs; 

 Risk Reduction – minimizing the risk of venturing into a whole new channel is 

something the client greatly values; 

 Time to Market – being able to reduce the time it takes to conclude customer jobs is 

an important gain. 

 

The value proposition, is therefore one that addresses the three key aspects of the customer 
profile. Products and Services are the core foundation of the value proposition, that address the 
jobs customer are trying to accomplish. Pain Relievers are the way the products and services 

alleviate the pain points felt by the consumer. Gain Creators are positive outcomes the products 
and services create for the customers. 

The B&W value proposition is based on: 

 

Products and Services: 

 Build of an e-commerce platform – website build, fully integrated with the necessary 
and customizable e-commerce operations. 

 Managing e-commerce operations: 

o Customer Service - providing customer support to the brand’s customers on its 

behalf, offering a flexible coverage of multiple languages, channels and time 
zones; 

o Delivery - establishing delivery methods and routes with the appropriate 

carriers, and dealing with issues and uncertainty in the process, in order to have 
a global reach while minimizing costs and improving customer experience. 

o Fraud - analyzing the orders to prevent fraudulent transactions that may 
ultimately lead to chargeback fees; 

o Payments - providing secure and multiple payment methods to ease the 

customer experience when acquiring an item on the website. 

 Continuous support and improvement – providing support and consultancy to the 

clients, on an operational and strategic level, both on the technological side and on the 
e-commerce operations. 

 Strategic contracts and partnerships – a critical part of the services offered, is access 
to the conditions and cooperation Farfetch established with operational providers. 
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Pain Relievers: 

 Lower Investment - compared to the alternative of trying to build the e-commerce 
operations from the ground up, outsourcing the build and setup of operations is a 

significantly lesser investment of time and money; 

 Lower Risk - the commission based revenue model greatly reduces risk for the brand, 

as they are only paying for each sale they make, meaning they are generating profit 
whenever they are incurring in costs; 

 Expertise Acquisition - the project grants its clients instant access to years of expertise 
on international and e-commerce that will be put to good use. 

 

Gain Creators: 

 Economies of scale - because the project works with more than one client, it offers an 

economy of scale that they would not be able to access by themselves. Many brands 
will have a volume that does not require the full time of a fraud specialist, or the ideal 

number of customer service agents given the volume would be “one and a half” agents, 
which means they will either hire one and underperform, or hire a second one and 

generate a waste of time. All these wastes are minimized by the B&W offering, as agents 
can be trained to answer customers of more than brand, fraud specialists actuate on all 
the orders of the project and so on; 

 Reduced time for launch of the platform - because there is a platform that sustains 
the build of the website, and given the expertise the project acquires setting up the 

operations required, the time necessary to launch it is greatly reduced; 

 Consultancy and Best Practices – sharing the knowledge that Farfetch has gathered 

on e-commerce and store processes to better fulfill customers’ expectations is a 
considerable gain the project offers; 

 Access to the boutiques – one of the most important gains the project is capable of 

offering due to Farfetch, is access to cooperate with boutiques, having them offer their 
acquired stock from the brand on the brand’s website as well. This will be thoroughly 

detailed in point 4.4.Omnichannel. 
 

3.3.3. Channels 

Unlike traditional channels, this project is very restricted in the way it is able to reach potential 

clients. It needs to reach high level management within target brands or fashion groups.  
Although this greatly inhibits the gamut of channels, it is a huge barrier for potential 
competition to enter the market, that the project overcomes with Farfetch’s positioning. 

Osterwalder and Pigneur identify different channel types, and five different channel phases, as 
seen in figure 5.x 

Figure 5 – Channel Types and Phases (Osterwalder and Pigneur 2010) 
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Channel Types – given the particular field of the project, the way it is able to reach its clients 
is through its own commercial team and fashion contacts that Farfetch has already established, 
which qualifies as an owned and direct channel through its sales force.  

 

Channel Phases: 

1. Awareness 

Awareness has been facilitated by the position Farfetch has gained in the fashion industry. 
It is this setting that enables the connection with brands and big fashion groups, which 

would be very difficult to accomplish without the dimension Farfetch has achieved.  

The recent acquisition of Browns, an iconic boutique that is one of the top performers on 

Farfetch, gives some leverage because of the connections it has made with the brands it 
sells. Also, because Farfetch boosts the overall sales of boutiques, these have the need to 
buy more stock from brands, which leads to the perception that e-commerce and Farfetch 

are a gateway to higher sales volume. 

As the project develops, new B&W clients will be divulged through media, which greatly 

increases the awareness, and also makes way for potential clients to have an insight of what 
it offers by analyzing the existing websites the project has created for other brands. 

When working with a brand that is under the umbrella of a big fashion group, a successful 

venture could lead to interest from other brands in the group, or the whole group itself. 

 

2. Evaluation 

Once the potential customer is aware of the existence of the service, allowing them to evaluate 
the full value proposition requires their manifest of interest. Once they have established a 

contact, usually through previously made connections, or making use of the network of contacts 
in the high ranks of fashion, there will be a breakdown of the value proposition. This is achieved 
through a series of meetings and talks. In these meetings, all the details of the offering are 

presented, and the client has the possibility of further questioning any particular point of interest 
and exploiting all the possibilities of growth and scenarios may not yet be present in the value 

proposition. 

  

3. Purchase 

Acquiring the services the project provides, requires signing a contract that details all the 
conditions to be applied throughout its duration. The contract must clearly define what are the 

final deliverables, and the terms that state the level of continuous support to be provided after 
launch of the e-commerce platform. These contracts will also define the payment structure and 
how it applies. 

 

4. Delivery  

Delivering the value proposition happens in two different stages. The first phase is a project 

that ultimately delivers the e-commerce website and all the operational setup required for it to 
run at full steam. The second phase is the post-launch support provided on every level, and the 
development of future functionality and services that may be required by the brand. 
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5. After Sales 

This is a cardinal activity of the project and the way the client is able to reach it is through 
communication platforms. These are essentially email and video/voice calling software. This 

support is active and responsive, interacting almost on a daily basis. Personal meetings and 
store visits are also an important element of the support, as continuous improvement on their 

processes and on the website is also part of the value proposition. 

Additionally, reporting is also a key support activity. An array of reports is sent on a daily, 
weekly and monthly basis. These will be dissected in point 4.2.2.2. Reporting Insights. 

 

3.3.4. Customer Relationship 

From B&W’s perspective, the customer is the brand for which it is providing our services and 
not the end user. Evidently, the build of the website is focused on an end user experience, and 

the operations aim to ensure everything runs as smooth as possible for the customer as well. 
But, ultimately, it is up to the brand to decide what is the trade-off between effort and resources 
and the quality of user experience and brand image it wishes to convey.  

Because this relationship with the end user is a brand requirement that B&W must fulfill, the 
subject of interest is the relationship with the brand itself. 

Among the several categories that Osterwalder and Pigneur (2010) have defined as types of 
relationship with the customer, dedicated personal assistance and self-service are the two 
interwoven categories relevant to the project. 

 

Self-service 

An important part of the value proposition, is that, given the content maintenance the website 
requires, the brand is capable of autonomously perform tasks that require its own expertise. 
These tasks range from uploading to, and removing products from the website, to updating its 

editorial content, changing item prices, applying promotions and creating promotion codes, 
among others. 

 

Dedicated personal assistance 

The project team is ready to support any queries and issues that may come up during 

commercial conversations, the setup phase and after the launch of the website, as highlighted 
in figure 6. This team is comprised of people from the information technology side, as well as 

the operational side. They are also split between providing strategical and improvement 
guidance, and fixing bugs or helping with issues related to use of the proprietary Farfetch 
systems.  

 

Figure 6 - Customer Relationship Phases  

 

Commercial
Conversations

Pre-Launch Post-Launch
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The combination of these types of relationship, leads to an immersion of the customer in 
B&W’s team and Farfetch’s proprietary systems. On one hand, it transmits the feeling that the 
project is being supported by the partnership between teams, on the other, there is a commitment 

on the client’s side to go through the learning curve of using and adapting to Farfetch’s 
processes. These factors are expected to be of immense importance in customer retention, which 

is pivotal for a project of this nature. 

 

3.3.5. Revenue Streams 

Revenue streams are divided in two categories: transaction revenues which are paid only once, 
and recurring revenues that are paid throughout the duration of the value proposition. 

The B&W project uses both categories in different moments, as those payments, besides being 
the source of revenue, also serve a different purpose. 

 

Recurring Revenue 

The B&W revenue model is, as Farfetch, commission based. So the sales made through the 

brand’s website will be generating revenue for both brand and B&W. This approach creates the 
sense of commitment on both sides to drive sales. On the B&W side, this can be achieved by 

delivering the best user experience in the website, and by working together with the brand, to 
provide an outstanding operational service to the end customer.  

Besides commission, there is an optional service that may be provided for the brand. 

Management of digital marketing on behalf of the brand, is part of the offering of the project, 
and in case the client is interested in taking advantage of Farfetch’s know-how in this key area, 

the cost of acquiring this service can be negotiated in two ways. A fixed monthly fee to be 
negotiated, or as a percentage of the digital marketing budget the brand is willing to spend, with 
this budget also to be agreed between brand and B&W as a percentage of the forecasted sales. 

Although greatly dependent on the negotiation accomplished by the commercial team, there is 
an attempt to correlate some aspects of the operation, that will influence the operational costs, 

with the payment structure. Some operational hindrances, like costs with returns, are subject to 
extra fees according to the brand’s performance in those metrics. This type of contractual 
conditions, simultaneously relieves the cost burden the project supports while it pushes the 

brand to improve its processes. 

 

Transaction Revenue 

Another possible revenue stream is an initial cost for the build of the website. The cost is 
bargained upon negotiation of all other contract conditions, which leaves room for fluctuat ion. 

Besides generating revenue that is not dependent on the brand’s sales performance, this fee also 
increases the level of commitment the brand has towards the project. A brand would feel less 

compelled to cancel the build half way, or to dedicate less resources to it, if it has already 
committed a significant amount of money. Obviously, the intent is to maximize client 
satisfaction, but sometimes it is hard to secure the necessary engagement on the client’s side, 

and this revenue system minimizes these difficulties. 
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3.3.6. Key Resources 

These are the inputs the project needs to provide its value proposition, maintain and improve 

its channels and customer relationships while generating revenue. For B&W these can be split 
in two main categories: 

 Intellectual resources; 

 Human resources. 

 

Intellectual Resources 

The intellectual resources have significant weight in the value proposition. The back office 

platform Farfetch has developed throughout the years would require tremendous amount of 
effort to be duplicated by any client, although, not all of the developments made for Farfetch 
are useful for the B&W clients.  

These are the platforms that streamline the e-commerce setup and operation: 

 Storm – allows for friendly user order processing on the client’s end, be it a store or a 

warehouse; 
 

 Sales – allows for order processing on Farfetch’s end, namely fraud checks and payment 
approval, manual creation of airway bills when the address information provided by the 

customer is not accurate enough for the carrier, definition of pricing per region and 
shipping pricing; 
 

 Retail – creation of the products that will be available online. Creation includes defining 

name and descriptions to be presented in different languages, pictures to be shown, 
material composition of the product which will be presented to the user but that is also 
crucial for creating the Harmonized System Codes to predict duties to be paid at 

customs; 
 

 Finance – the finance platform streamlines and rationalizes all the financial and 
accounting procedures the project induces; 
 

 Content Management System – this allows for the client to autonomously update the 

content on the website, mostly editorial content. 
 

All the expertise in international commerce and e-commerce that Farfetch as acquired also plays 
a preponderant part of the intellectual resources required to deliver the value proposition.  

 

Human Resources 

To perform its key activities, the project counts on a multitude of people with knowledge in a 
number of different of areas.  

As with the intellectual resources, the project serves itself from what Farfetch has already 

established, but in this case, not exclusively. There is a dedicated team working on the project, 
both on the technological side, creating the e-commerce websites, and on the operations side, 

setting up all the operations and providing support, helping the brand with technical and 
strategic issues. Besides, there are dedicated customer service agents for the project that are 
trained to help the customers of multiple brands.  
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The people that do not work exclusively for B&W, are experts in areas from which the project 
will punctually demand, or have some allocation of their time dedicated to the project.  

Because a significant apportionment of the cost structure is settled on human resources, the 

people that directly and indirectly have a decisive influence will be thoroughly analyzed in the 
cost structure analysis in point 4.3.1. 

 

3.3.7. Key Activities 

Key activities are the ones that the business performs to be able to add value to the client, to 
create, sustain and develop better channels, to maintain and improve the relationship with the 
customers and to ensure and maximize revenue streams while minimizing the cost structure.  

The following analysis tries to gather the key activities currently being performed and the 
impact they have on the business. 

According to Osterwalder and Pigneur (2010) key activities fall within one of three categories: 
Production, Problem Solving and Platform/network. B&W’s key activities are split among all 
three categories, with a stronger incidence in the Platform categorization. Figure 7 overviews 

the key value adding activities. 

 

Figure 7 - Value Adding Activities  

 

Value adding activities: 

 Building an adaptable and flexible platform capable of handling brand’s requirements 

(Platform); 

 Building, maintenance and continuous improvement of the e-commerce website 
(Production); 

 Setting-up all the internal and external operational requirements for the e-commerce 
launch (Platform); 

 Ensuring the smooth running of all the e-commerce operations (Platform); 

 Providing operational support, performance reports and insight to the clients on how 

they could improve the operations on their side (Problem Solving). 
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Channels 

The key activities required to reach potential customers, are related to the commercial team’s 
work. Seeking and approaching potential clients with the best presentation on the value 

proposition, accompanied with very strong negotiation skills is primary for the business. This 
also includes establishing great relationships with brands and fashion groups through Farfetch.  

 

Customer Relationship  

Maintaining great customer relationships requires a quick reactive response, and an often 

proactive approach, in solving client’s problems, answering their questions, and anticipa t ing 
problems and inconveniences on their behalf. These key activities take place in three different 

time periods, each with its particular characteristics. Foremost, during the initial commercia l 
conversations, clients will raise questions on the current value offering, how it is prepared to 
handle a myriad of situations, and on what could be developed later on. Amidst the ramp-up 

phase, while building the website and setting up the operations, interrogations on best practices 
usually arise, as the clients often do not have the necessary expertise on e-commerce to make 

optimal decisions. In a post launch stage, everyday operational doubts and problem-solving 
situations will come, and queries on possible improvements will be made. Giving response to 
all these situations are the key activities in an ever-increasing satisfactorily customer 

relationship. 

 

Sustaining and maximizing revenue 

Given that the project is still in its start-up phase, increasing revenue is pretty much limited to 
acquiring clients, maximizing it when those clients are ones with a great potential of online 

sales. Analyzing the potentiality of possible future clients, is a key activity of the commercia l 
team, that is sustained by the study of the characteristics defined in the customer segmentat ion 
as most relevant towards the objective of the project. 

An alternative path to maximizing revenue is to provide the best final customer experience, 
meaning that the package that is delivered, in terms of website and operations is one that 

optimizes the sales volume of each client. In this regard, the project is focusing on the initia l 
delivery of the website, and the operational package. On the operations side it is much more 
capable of including all the value offering that Farfetch is able to deliver, but on the  

technological side, there is much value and continuous improvement being built for Farfetch 
that currently it is not possible for B&W to offer to their clients. 

 

Minimize cost structure 

In the current phase of project, cost structure has not been a concern yet, but it is pivotal to 

analyze its actual state, predict its evolution over the course of the project, and how it affects 
its viability and profitability. 

 

Overall Key Activities 

There are other key activities that do not fit in the categories aforementioned.  

Because the project is still in its infancy, one of the most vital subset of activities it needs to 
perform is prepare and project its growth.  

A sustainable expansion requires forecasting the need for more resources, and eventua lly 
acquiring them. Human resources are the most relevant segment that needs attention, increasing 
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the size of the teams to accommodate prosperity, without disregarding the current team’s 
motivations, training and organization. 

Successful project management is the binder that ties all the key activities together. This is 

applicable to both the B&W project as a whole, and each individual project for the successful 
launch of a brand’s website and follow-up. 

 

3.3.8. Key Partnerships 

Key partners are the network of suppliers and partners that allow for the business model to 
function. 

Figure 8 illustrates the key partners by the degree of importance they have on the project. 

 

Figure 8 - Key Partners 

 

Farfetch is the company that supports this project, be it financially or through the use of its 

intellectual and human resources, therefore it must be considered and treated like its main 
partner. 

Clients themselves are treated as partners, because it is the conjunct work of B&W and the 

brands that allows for a better customer experience, and consequently higher volume of sales. 

Big fashion groups are partners of great interest, as some, if not all of the brands underneath 

their umbrellas could be potential clients. Farfetch boutiques are an increasingly important 
partner, as they are an integrant part of the value offering. The possibility to launch the e-
commerce venture with the boutiques stock of the brand available to the consumers is a great 

perk that no competition is able to offer yet. 

Carriers play a preponderant part of the services the project offers. The global reach and the 

flow in the operations happens greatly because of the integration and proximity with which 
Farfetch works with its carriers. Carriers are the service providers with greater importance, as 
the ones Farfetch partners with are part of a very small group of carriers that have a global scope 

and such high levels of reliability.  

Farfetch

Clients

Fashion Groups / Farfetch 
Boutiques 

Carriers / Payment Service 
Providers / Customer 
Service Providers

Website development 
companies / Packaging 
Supplier



Business Modelling an E-commerce Service Provider based on an E-Tailer’s Platform  

25 

Payment service providers establish the bridge with the customer’s bank for it to release the 
funds regarding the order, being capable of processing multiple currencies and offering 
integration that allows for measuring performance and reasons for payment refusal. 

Service Providers englobes a number of companies with which Farfetch is already working 
but whose platform can easily integrate the needs of the project. These are related to supporting 

the customer service, with ticketing tools, telephony and voice services and also the fraud team, 
with automatic fraud validation tools.  

Website design and development companies are an active element of building the website. 

Not all of the designs are created internally, these are product of a three-way cooperation 
between brand, B&W and a third party website design agency, which resultantly provides some 

of the final designs that transmit the brand’s vision on the website appearance. 

Packaging supplier provides one of the optional services brands might be interested in but 
adds significant value. Although there are many suppliers capable of performing this job, one 

that has been working with Farfetch for several years gives the project much more reliability 
and flexibility when compared to a short term deal that could be made with other suppliers. 

 

Osterwalder and Pigneur (2010) identify four types of partnerships: Strategic Alliances between 
non-competitors; Coopetition - strategic partnerships between competitors; Joint Ventures to 

develop new businesses; Buyer-supplier relationships to assure reliable supplies. 

 Strategic Alliances: 

o Farfetch – although the B&W project spins off from Farfetch, it depends on 
greatly on its resources but simultaneously aims to help it by increasing its 
supply, therefore this win-win partnership between them must be considered as 

a strategic alliance; 
o Fashion Groups – cooperation for launch of multiple e-commerce websites for 

the brands under their control; 
o Carriers – because the carriers Farfetch works with are singular in their 

offering, service level, and go the extra mile in this partnership, they are vital 

for the value offering. 
 

 Coopetition: 

o None of the partners fall within this category. 
 

 Joint Ventures: 

o Clients – clients fall in this type of partnership when they wish to jointly with 
B&W innovate and add value to the customer in a way that was not contemplated 

by it, or sometimes, even by the market itself. 
 

 Buyer-supplier: 

o Clients – the core offering of the project is not unique in the market, this must 
be acknowledged and customer satisfaction must be ensured at all times; 

o Payment providers, Website Design Agencies, Packaging Supplier, Service 

Providers – because the services they bring to the table are not exclusive or 

particularly bespoke for the project, the partnership is mostly a buyer-supplier 
one. 

 

 

 



Business Modelling an E-commerce Service Provider based on an E-Tailer’s Platform  

26 

Osterwalder and Pigneur (2010) also identify three types of motivations for partnerships: 

 Optimization and economy of scale; 

 Reduction of risk and uncertainty; 

 Acquisition of particular resources and activities. 

To better understand the impact and importance that each of the identified partners have in the 
business model, each one was evaluated in the way it gives response to each type of motivat ion. 
A one to five scale was considered so their relative relevance could be gauged. For instance, 

the main motivation for partnering with a website design agency is the acquisition of its 
services, however, there are many other agencies capable of providing the same service, 

therefore its weight is not as relevant as the resources the project has to acquire from Farfetch.  
A visual representation of this evaluation can be observed in figure 9. 

 

 

Figure 9 - Partnership Motivations 

 

3.3.9. Cost Structure 

Osterwalder & Pigneur (2010) classify business model cost structures in two ample classes: 

cost-driven and value-driven. Because the B&W business model focuses strongly on deliver ing 
an excellent and highly customizable service, as it is dealing with highly demanding customers, 

the approach is clearly value-driven. The immediate concern is to prove the concept and the 
feasibility of the project, never disregarding profitability, but keeping in mind that building a 
solid value foundation now, will make way for a long term aptness and leveraged return on 

investment. 

 

Cost Structure Characteristics 

Osterwalder and Pigneur (2010) characterize cost structures with the following attributes: fixed 
costs, variable costs, economies of scale and economies of scope. 

The project exploits the economies of scale that have been obtained by Farfetch, essentially in 
the outsourced services provided by its partners: carriers, fraud tools, payment processing and 

customer service tools. But besides scale, the economies achieved in scope are also prominent 
due to Farfetch, as B&W takes advantage of its platform, development activities and also from 
the allocation of time of human resources that are not fully committed to the project but can 

spare enough time to provide the necessary inputs for its activities. 
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Because the project is still setting off from inception, costs with human resources can be divided 
between fixed and variable, being that fixed is the minimum team necessary for the project’s 
existence, and all the necessary people acquisition to accommodate the project’s growth is 

variable. 

 

Cost Structure Allocation 

The cost structure is embedded in the key resources, necessary operational expenditure and a 
few outsourced services that are being used.  

Although the key resources are mainly divided in human and intellectual resources, those 
intellectual resources do not actually incur in costs further than the human resources required 

for them to be developed. 

Regarding the operational expenditure, some costs of the operation are passed through to the 
brand, while others are supported by the project. For the costs that are passed through, the client 

enjoys from the economies of scale Farfetch has, which is an important perk. 

The cost structure that therefore supported by the project, besides the human resources, are the 

operational costs that are not passed on to the client. Figure 10 is an overview of the partition 
of the human resources in its several areas, and the breakdown of operational costs, considering 
its relevance in the B&W project. 

 

 

Figure 10 - Cost Structure 

 

This structure will be further scrutinized in the cost structure analysis in point 4.3.1. 
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3.4. Business Model Storytelling 

In the book Business Model Generation, Osterwalder and Pigneur (2010) suggest storytelling 
as an effective way to communicate what the business model is, making it tangible and 
provoking new ideas. They propose it should be simple and use only one protagonist. A possible 

story for a B&W client follows. 

One of the biggest luxury fashion brands in the world, has always been afraid of venturing into 

e-commerce. Firstly, because they feared that the exclusivity aura behind the brand would 
disappear with the increased ease of acquiring their products, but in actual truth, many of its 
competitors had successfully launched this new channel. How could it acquire all the necessary 

expertise and assume all the underlying risk of investment? Fashion is their core business, and 
they would rather not have to invest so deeply into an area outside their grasp. Luckily they 

became aware that most of the competition was outsourcing the e-commerce project with B&W, 
and that would allow them to launch the website and setup the operations in much less time, 
making use of Farfetch’s proprietary systems, and operational proficiency. Risk was to be 

mitigated as the commission based payment would mean that only when they were generating 
a profit would they have to pay B&W, and that this payment structure would oblige a no-holds-

barred knowledge transfer to boost their sales. The learning curve on their end would also be 
reduced to a couple months of training, only having to fulfill the orders in store and await 
carrier pick-up for shipping, knowing that any issue was to be solved by the project’s teams.
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4. Developed Analysis and Results 

Throughout this section, the analysis, improvements and suggestions that were developed in 
diverse areas of the project will be detailed. Given the broad scope of the project, and its initia l 

phase, they range from operational, to business model oriented. 

4.1. Contract Structure 

The contracts signed with the brands by the commercial team were subject of analysis. The 
main finding was that these were too flexible and complex in terms of negotiating conditions, 

in the sense that the complexity would put unnecessary stress on some teams without adding 
substantial value. 

The added intricacies are mostly related to charges and fees other than the overall commiss ion 

that is being applied. Usually these fees try to correlate the brand’s performance with the cost 
that would impact the project given a lower quality execution. Although they make sense from 

an incentive point of view, pushing the brand to achieve operational excellence, the effort 
required on the project’s side to handle processing, discussions and pinpointing the 
responsibilities for each situation is straining. The trade-off should be considered, but because 

it is one hard to prognosticate, a pilot contract with a future brand could be tested to be able to 
have a comparison. The solution would be to emphasize the overall commission percentage as 

an all-inclusive fee. 

Another important topic regarding the contracts is the omission of guidelines to act upon risk 
scenarios. The biggest risk the project carries is not going live as of when stated in the contract. 

This scenario can be triggered by both parties. From the B&W side it would happen due to poor 
project management, not being able to conclude activities when they are due. On the client’s 

side, it could happen because they require last minute changes that were not contemplated in 
the project, or because they were not able to carry out their necessary responsibilit ies, 
commonly product and content creation. The delay, regardless of who is liable for it, will impact 

the other party. Postponed sales affect the revenue streams of both, and therefore conditions on 
how to act upon this risk must be agreed upon.  

4.2. Adding Further Value Propositions 

One of the focal points of the project was how the value offering could become more appealing 

to the client. What could be perceived by the client as value that it is not currently part of the 
offering? And within the current value proposition, what is not at its highest quality?  This was 
done in two ways, trying to anticipate value recognition from the client, and listening to the 

questions and points of interest that signed and brands in commercial conversations are posing.  
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4.2.1. Warehousing 

One of the most pivotal services that could be provided by the project and whose study is 
undergoing, is the possibility of offering warehousing for products and packaging.  

 

4.2.1.1. Packaging 

Concerning packaging, brands may decide to use the same packaging they already use for their 
brick-and-mortar business, but they might also wish to develop a specific version for the e-

commerce side. B&W is offering the possibility of using the same supplier that produces the 
packaging for Farfetch. 

Regardless of the supplier, many brands will come across a situation in which a trade-off must 

be considered, bulk ordering material to reduce costs per package versus having to stock the 
packaging for an extended period. 

Because Farfetch is already working with a third party logistics provider to store its own 
packaging, it considered the possibility of extending its warehousing conditions to the brands. 
From the brands perspective, this adds value by making use of Farfetch’s prices with the 

logistics provider given its volume. Also, a complex situation would be cast out of the equation, 
because the brand would not need to find a place to store packages. Doing so would be 

impractical, given that often the only space available is in the stores and these are not big enough 
to stock the quantities that must be bought in bulk to minimize costs. 

To further add value to this service, a buying strategy that would optimize costs would be in 

place. Given the conditions and data available, the buying strategy to be implemented will be 
based on Harris Wilson’s Economic Order Quantity method. 

This is a stock management model that contemplates the following factors: 

Demand – estimated demand for the time period analyzed; 

Purchase price – unitary purchase price; 

Cost of order placement – usually a fixed cost incurred when placing an order, setup cost; 

Holding cost – cost of holding inventory over time. 

 

The model was created and is ready to receive as inputs the data specific to a brand. These 
inputs will vary from brand to brand, in demand (as the need for boxes will vary from one brand 

to the other) and in purchase price (as the characteristics of the boxes regarding color, materia ls 
and dimensions will affect its cost). Order placing and holding cost on the other hand were 
assumed to remain constant, as long as the supplier for packages and warehousing remains the 

same, although it could be arguable that the capital cost of one brand may not be the same for 
others (but the model is ready to handle this variation). 

Given that there are different box sizes that will be required, the model will calculate the total 
demand of boxes, then, given a relative % of box usage, calculate the needs for a specific size.  

There is an additional complexity in the purchase price, given that it varies with the amount 

bought by stages. E.g. from 1 to 500 – 1€/box, from 501 to 1000 – 0.8€/box and so on. 

An example will follow based on forecasting calculated for a possible brand of the project. 
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(2) 

(3) 

(1) 

DATA: 

OF - Order forecast: 50 orders/day = 1500 orders/month 

ABO - Average number of boxes per order: 1.3 boxes/order 

CC - Capital Cost: 20%/year = 2.4%/month 

SI - Storage Insurance: 0.04%/month 

SC - Storage Cost: 0.22€/pallet.day = 6.64€/pallet.month 

FCO - Fixed Cost of Placing Order: 50€/order 

LT - Lead Time per Order: 7 days 

BU - Relative % of Box Usage: 20% 

BP - Boxes per Pallet: 500 boxes/pallet 

P - Pricing: 

Quantity Price per box Price per Pallet 

< 300 3.02€ 1510€ 

300 - 500 2.28€ 1140€ 

501 - 1000 1.63€ 815€ 

>5000 1.42€ 710€ 

Table 1 - Packaging Pricing 

CALCULATIONS: 

MDB - Monthly Demand for boxes is given by: 

𝑀𝐷𝐵 = 𝑂𝐹 ∗ 𝐴𝐵𝑂 ∗ 𝐵𝑈 

Where: 
MDB, is the monthly demand for boxes 
OF, is the order forecast 
ABO, is the average number of boxes per order 
BU, is the relative % of box usage 

Monthly Demand for Boxes = 390 boxes/month 

 

MDP - Monthly Demand for Pallets is given by:  

𝑀𝐷𝑃 =
𝑀𝐷𝑃

𝐵𝑃
 

Monthly Demand for Pallets = 0.78 pallets/month 

Holding Cost is given by the following equation: 

𝐻𝐶 = 𝑀𝑆𝐶 + (𝑃𝑃 ∗ (𝑀𝐶𝐶 + 𝐼𝐶) 

Where: 
HC, is the holding cost 
MSC, is the monthly storage cost 
PP, is the price per pallet given the quantity 
CC, is the capital cost 
IC, is the insurance cost 

 

 



Business Modelling an E-commerce Service Provider based on an E-Tailer’s Platform  

32 

(4) 

Holding Cost per Price Point: 

Quantity Holding Cost 

300 73.69€/pallet.month 

500 55.63€/pallet.month 

1000 39.77€/pallet.month 

5000 34.65€/pallet.month 

Table 2 - Holding Cost per Price Point 

 

The formula for the Economical Order Quantity based on the Harris Wilson model is given by: 

𝑄∗ =  √
2𝐷𝐾

ℎ
 

Where: 
Q*, is the optimal order quantity 
D, is the demand 
K, cost of order placement 
h, holding cost 

For each price point, the economic order quantity is: 

300) Q*= 1.55 pallets = 776 units. 

500) Q*= 1.73 pallets = 864 units. 

1000) Q*= 1.95 pallets = 974 units, but with a minimum order of 1000. 

5000) Q*= 2.04 pallets = 1020 units, but with a minimum order of 5000. 

Purchase Cost per month is given by the cost of the pallet per price point times the monthly 

need for pallets. 

Order Cost per month is given by the order placing cost times the monthly need for pallets 
divided by the number of pallets per order. 

Holding cost is given by the average monthly stock times the monthly storage cost per pallet. 

Calculating the average stock of lot entries is given by the order quantity over two. 

 

 

 

 

 

 

 

 

 

 

 

Price 

Point 
EOQ 

Adjusted 

by 
Minimum 

Order 

Quantity 

Purchase 

Cost 

Order 

Cost 

Holding 

Cost 
Total Cost 

300 
776 
units 

776 units 1177.8€ 25.16€ 25.12€ 1229.71€/month 

500 
864 

units 
864 units 889.2€ 22.54€ 22.57€ 934.80€/month 

1000 
974 
units 

1000 units 635.7€ 19.50€ 20.55€ 675.75€/month 

5000 
1020 
units 

5000 units 553.8€ 3.90€ 93.80€ 651.50€/month 

Table 3 - Cost per Economical Order Quantity 
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(5) 

(6) 

 

Although the economic order quantity given the 5000 unit prices would be of 1020 units, it still 
pays off to order the 5000 units given its unitary price discount. The total cost of this buying 

strategy is of 644.33€/month. 

So having determined that the optimal order quantity based on this method will be 5000 boxes, 

it is important to know the order frequency and order point. 

Order frequency, besides giving the amount of time between orders, should also be analyzed as 
an external factor that the model does not contemplate because an order frequency that is too 

low may incur in costs of complexity and work load that the model does not consider.  

Order frequency is given by: 

𝑂𝐹 =
𝐸𝑂𝑄

𝐷
 

Where: 
OF, is the order frequency 
Q*, is the optimal buying quantity 
D, is the demand 

Order Frequency = 10/0.78 = 12.82 months 

Which means an order is only placed roughly every year, which is a value that will not impact 

the business in terms of operational complexity. 

Given the lead time of the supplier, we can also calculate the order point, being the minimum 
amount of existing stock when an order should be placed to guarantee there is enough stock to 

fulfill demand. 

𝑂𝑃 = 𝐿𝑇 ∗ 𝐷 

Where: 
OP, is the order point 
LT, is the lead time 
D, is the demand 

Order Point = (15/30) * 0.78 = 0.39 pallets = 195 units 

Figure 11 shows the variations in stock expected from this buying strategy. 

 

Figure 11 - Packaging Strategy 

 

When this strategy starts to be implemented, considerations on safety stock will take place, to 
be able to absorb any variability in demand and uncertainty in the lead time. 
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4.2.1.2. Products 

One proposed idea to ameliorate the value offering would be providing warehouse services of 

actual items.  

This solution gives response to some issues the project will face, as recurring questions over 
these matters are being asked, and to which it has not been able to reply with a value adding 

alternative.  

Those questions are mostly related to international commerce legislation and restrictions, and 

the solution proposed gives answer to the particularities of exporting exotic leathers and furs. 

This point relates to the Convention of International Trade in Endangered Species which exists 
to prevent the trade of certain species and monitor others. 

The full blown impact of the CITES will not be addressed, but the most important particular ity 
when shipping items made from a protected species is the need to issue a license for shipments 

outside of free trade regions. This license has a fixed cost, and takes on average 4 weeks to be 
issued (depending on the country of issuance), which is incompatible with the business model, 
because customers are simply not willing to wait such a long time to receive the items. 

The main concern here is being able to supply the two biggest markets with products from each 
other, the United States with products from the European Union and vice-versa. In the future, 

solutions for other markets must be developed as well. 

The two problems identified here are therefore the cost and lead time augment, and the solution 
would be to preemptively place stock in these markets.  

This solution dilutes the costs with issuing the licenses because they are paid on a per shipment 
basis, and not per item, spreading the costs throughout all the items that would be shipped from 

one continent to the other. It also solves the lead time issue because there would be no need to 
issue the permit upon purchase.  

When and if this solution goes forward for upcoming brands, studies on warehouse location, 

costs and operations will be required, alongside with helping the brands decide which items, 
and in which quantities should be stored to optimize profits. 

 

4.2.2. Consultancy 

Although consultancy as always been considered a key area of the project, as it tries to improve 
the operational and business performance of its clients, the areas of knowledge where it would 
act had not been thought of.  Doing so will allow for an increased value offering, and also the 

possibility of maximizing customer satisfaction and boosting sales.  

Knowledge transferring will happen in different ways: through presentations, providing 

benchmarks and comparisons with other clients of the project and through training, be it through 
calls, material created or in loco. 

 

4.2.2.1. Processes 

Transitioning to an e-commerce system based on Farfetch’s platforms or starting an e-

commerce venture will require some adaptation of the brand. B&W will use the expertise 
Farfetch has acquired over the years of working with boutiques to improve order fulfilment 

processes. 
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Analyzing the brand’s processes and how they integrate with the e-commerce order processing 
will allow for a smoother, error free operation, that is more efficient and effective, reducing 
costs and improving customer satisfaction.  

Process mapping is one of the tools that will be used to better understand how the brand will 
fulfil the orders. Visiting the stores and possible warehouses in the pre-launch phase to provide 

them with the best approach to the processes given their unique situations will greatly increase 
the amount of inputs from which information on improvement can be extracted. 

 

4.2.2.2. Reporting Insights 

Reporting is a very important part of the offering. Reports on all relevant metrics are tailor made 

with the cooperation of the brands.  

These reports display metrics related to sales, digital marketing, payments, fraud, customer 

service and operational performance. 

Brands find these reports crucial because it allows them to draw conclusions based on their 
information, and rapidly adapt certain characteristics of the business to optimize its profitability. 

Nevertheless, the B&W project will only benefit from helping the brands boosting its sales, and 
therefore, it is of great interest to help the brand reach these essential conclusions. Besides being 

able to offer business insights given the knowledge Farfetch has acquired in the fashion 
industry, simultaneously it is able to provide stronger insights on the e-commerce operation 
where it has gathered expertise the brands might lack. 

The depth of the analysis provided will depend on how the brand intends to act upon the 
findings. Although there are many analyses that could be carried out, the focus should be on 

withdrawing relevant conclusions on which either B&W or the brand can act upon to improve 
a certain parameter of the business.  

 

4.3. Cost Structure and Profitability 

The business model canvas emphasizes the importance of having a clear cost structure, but 

although there was awareness on the origin of the project’s cost, there was no transparency on 
the amount of costs it was bearing and how it was proportioned between the B&W and Farfetch 

teams and the operational costs. The conduction of this study opened the possibility of 
analyzing profitability and evaluating the project financially.  

 

4.3.1. Cost Structure 

Cost structure analysis is one key area of the project that had not been a concern up to this point. 

Yet, this refrains to give the project visibility over its long term potential of profitability.  

The scope of this analysis, eschews from the ramp-up period of each website, and focuses on 

the long term operational costs. 

As previously thought through, the cost structure is settled on human and intellectual resources. 
Here they will be identified and quantified.  
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Human Resources 

Firstly, it is necessary to identify all the people that Farfetch allocates some of their time to the 
project. There needs to be a careful reasoning in order to consider all the relevant elements, 

without adding unnecessary complexity. With this in mind, these were the positions 
contemplated for the cost structure. There is a division between the positions that respond 

directly to the project, and those that split their time between Farfetch and B&W. The split 
between people working exclusively for B&W and those whose time is divided between B&W 
and Farfetch is shown in figure 12. 

 

Figure 12 - Human Resources 

Customer Service – Advisors and Supervisors. 

Partner Service – Advisors and Supervisors. 

Fraud & Payments – Fraud Analysts and Payments Technicians. 

Operations – B&W Operations Specialist, Farfetch Operations Specialists. 

Technology – Website Designers, Website Testers, Product Owner, Farfetch Platform. 

High Level – Managing Director, Head of Commercial, Head of Operations, Project Manager.  

While the project does not have enough size to demand exclusive time allocation, Customer 
Service and Partner Service Supervisors will have their time torn in overseeing the B&W and 
Farfetch Advisors simultaneously. 

 

Operational Costs 

Besides having to pay salaries, the project also incurs in operational costs These are split 
between fraud and payments (chargebacks, fraud automatization tool, and payment provider 
fees) and customer service. 

Chargebacks – the most common situation for a chargeback cost is when a fraudulent order is 
placed and the owner of the card requests the money back, therefore the project will be left 

without the product and the money, and it is part of the offering to assume this risk on behalf 
of the brands. 
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Fraud Automatization Tool – when a Fraud Analyst is unsure on whether to accept or not a 
transaction, an automatized fraud check tool will be used, that makes that decision. This tool’s 
cost is a percentage of the value of the order it is analyzing.  

Payment Provider – as previously explained, payment providers establish the bridge with the 
customers’ banks and charge a fee as a percentage of the value transacted. 

Customer Service Ticketing and Telephony Tools – this team makes use of both a ticketing 
and a telephony tool to improve their performance which have a licensing cost per year per 
agent. 

 

Model 

A model was created to analyze the cost structure, which implied estimating the capacity 
utilization for the human resources whose utilization is directly impacted by the project, 
meaning they will allocate a relevant amount of time to it. Some level of abstraction was 

required for the analysis to progress, meaning, it required some simplification in the estimated  
human requirements of a brand. One other implication of the model is that there is a directly 

proportional relationship between the utilization and one of two possible cost drivers: number 
of brands or number of orders. This split was considered because some human resources are 
more affected by the number of orders, while others by the number of brands. For example, a 

fraud analyst’s capacity is measured in the amount of orders he can process, and whether the 
orders are coming from one or multiple brands does not change his workload. On the other 

hand, a partner service advisor responsible for providing operational support needs to be able 
to interact with the brands on a personal assistant level, which implies knowledge on the brand’s 
team, their processes, their particularities, where they have been struggling, among others, 

regardless of the number of orders. This level of commitment can only be achieved for a certain 
number of brands, and does not depend on the volume of orders. 

The assumptions made are based on previous research that was done to forecast the amount of 

resources the project would need. 

The model essentially receives as inputs an average order value, and a monthly number of 

orders. These inputs however, can either be inserted manually to know the cost impact of a 
brand with certain characteristics or derived from an auxiliary calculation the model provides. 
This auxiliary calculation is based on the forecasted or actual values of future or current brands 

that will be contemplated in the costs. Combining the number of orders to achieve a monthly 
total, and calculating a weighted AOV, which is given by the total sales volume (sum of the 

multiplication of number orders and AOV for each brand) divided by the total number of orders.  

The way the model was created serves the purpose analyzing long term project viability, in the 
way it considers costs with human resources as being proportional to their utilizations, which 

never happens, because it is not possible to exactly match the capacity with the demand. 
Nevertheless, in the long run, this discrepancy is smoothed out giving a closer expectation of 

how costs will be allocated. 

The model created receives as inputs the average monthly salary for each position, includ ing 
average bonus calculations. Capacities are then determined for each job.  

Customer Service, Partner Service, Operations and Website Designers and Testers have their 
capacities estimated by the number of brands each position can give response to. This number 

of brands is then converted to a number of orders by multiplying the average number of orders 
per brand by the number of brands. 

Fraud Analysts and Payments Technicians have their capacities measured in the number of 

orders they can process monthly. 
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On the technology side, there is one B&W Product Owner regardless of the dimension of the 
project and website developers and testers that continuously improving the website. Also 
although not exclusively dedicated to B&W, there are resources working on the Farfetch 

platform, adapting it to the requirements of the project, the utilization of these resources was 
estimated as a fixed number of people for modelling purposes. 

All the high level positions’ salaries were also considered as a fixed cost. 

The operational costs detailed above, were also taken into consideration. For chargebacks the 
cost estimate will be the Farfetch average cost with chargebacks, which is a percentage of the 

gross sales volume. The fraud automatization tool’s cost considered will be the average 
percentage of orders that go through this tool times its percentage cost. Payment providers 

charge a percentage fee on the value transacted, and because Farfetch works with multip le 
providers, and so will the project, the weighted average of this fee will be considered given the 
volume of sales that is processed by each provider. The customer service ticketing and 

telephony tools have a licensing cost per year and per agent, therefore the total cost per year 
will be the number of agents needed times the licensing cost. 

From the analysis it was possible to take the following conclusions: 

 The amount of fixed costs that the project bears; 

 The amount of variable costs that the project incurs to give response to a brand, taking 

in as inputs the number of orders and the AOV; 

 The variable costs of a single order inputting an AOV; 

 The weight of each functional area in the cost structure; 

 The function that outputs the variable cost incurred for a certain number of orders and 

their respective AOV. 

The aforementioned function is: 

   Vc = (a + (b ∗ Aov)) ∗ No + (b ∗ No) ∗ Aov      (7) 

Where: 
Vc, is the variable cost 
a, is a positive constant 
b, is a positive constant 
Aov, is the average order value 
No, is the number of orders 

 
The function therefore implies that any increase in the number of orders or AOV will increase 
the variable cost. The impact of an increase in AOV value however, is much lower than a change 
in the number of orders, this is because the AOV only impacts the costs due to the chargebacks 
and the fraud tool, which combined account for a very small sliver of costs. 
 

4.3.2. Profitability Analysis 

Because the revenue streams were analyzed alongside the cost structure, this allowed for an 
analysis of the potential profitability of the project. 

This analysis was based on adding complexity to the cost structure model adding the following 

variables for the calculation of revenues: Average % of Commission and Average % of Returns. 

The average percentage of commission is, as the AOV was in the cost structure, calculated as 

a weighted average. The % of returns was included because the forecasts for number of orders 
do not include the returns, and the commission does not apply on returned items. 
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Multiplying the AOV with the number of orders returns a Gross Sales Volume, from which the 
percentage of returns is deducted to achieve a Net Sales Volume on which the percentage of 
commission is applied to obtain the revenue.  

Deducing both fixed and variable costs using the cost structure model, it is possible to know 
the forecasted profit for the period.  

The conclusions that can be drawn from this analysis, when inputting values for average number 
of orders and AOV are: 

 Net Profit/Loss; 
 Return over investment considering all costs or just variable costs; 
 Profit Margin. 

The limitations of this model come from the simplification of the revenue streams as an all-

inclusive commission percentage, which tries to combine multiple fees in a single percentage, 
and the margin of error that the forecasts on the brands sales volume carry. It also carries over 
the same limitations from the cost structure model that is integrated in this one. 

 

4.3.3. Project Evaluation 

The profitability analysis resulted in outputs that could be used to evaluate the project. This was 
made utilizing the net profit or loss values obtained to calculate the following indicators: 

 Net Present Value – present value of future cash inflows and outflows; 

 Internal Rate of Return – discount rate that makes the net present value equal zero; 

 Payback Period – time expected to reach a break-even point. 

The period of analysis considered was of 3 years, because in a project of this nature, that is so 

reliant on acquiring a small number of clients that, according to their own potential, greatly 
impact its profitability, is too volatile to make long term forecasts. 

To do the analysis however, it was necessary to predict how the project is going to grow in 

terms of clients generating revenue and the impact on the cost structure. Given the start of the 
project in March with the launch of one website, and the forecasted launch of two websites in 

July, with no other brand in the launch pipeline by the end of the year, those were the factors 
considered for the current year. The second year’s values were based on forecasted number of 
orders and AOV of the brands the project has signed or believes it will sign this year, with 

launch in early next year. For the third year, because there are no brands yet in conversations 
for starting the project in that time period, a probabilistic scenario was used given the inputs of 

the commercial team. Three scenarios were considered, each with a different number of 
cumulative total orders and average order values, given the expectancy of client acquisit ion. 
The scenarios were made with a pessimist, average and optimist prognostic, and each adopted 

a certain probability of occurrence. So besides being able to analyze the project on all the 
different scenarios, a fourth one was considered as being the expected value of all three. The  

expected value is given by the sum of the values of each scenario multiplied by their respective 
probability of occurrence.  

The discount rate used for the net present value calculation was Farfetch’s weighted average 

capital cost. 
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4.4. Omnichannel 

One of the most important potentialities of the project relates to the possibility of increasing the 

potentialities of omnichannel for its clients.  

Currently, B&W offers a step into this approach in a few ways, the most obvious being the new 
sales channel through the e-commerce platform. But besides this, there is an opportunity for the 

brand, in case it is selling products on Farfetch, to work alongside the boutiques to provider a 
better customer experience.  

The omnichannel approach for the project can be split in three different ways:  

 The stock the customers have access to; 
 The way customers can receive their products; 
 The way customers can buy their products. 

 

Stock - Network of suppliers 

Apart from offering its proprietary stock, which is usually distributed between warehouses and 
own stores on the website, the project is prepared for the integration with a network of suppliers. 

These can be franchisee stores that are not directly under the brand’s control, retailers that carry 
their products, in which Farfetch boutiques are included, and much more accessible.  

The advantages for the brand would be: 

 Increased customer satisfaction – because there will be a broader range of sizes and 
products available, it is less likely for the customer not be able to buy an item it desires; 

 Potential increase of sales to the retailers – since this strategy opens the new e-
commerce channel also to its retailers, they should see an increase in their sales, and 
consequently buy more stock from the brand in the first place; 

 Royalties – brands may decide to apply royalties on the products the suppliers sell 
through the website, which gives them a new revenue stream. 

 

Delivery 

The current range of delivery options emulates the ones offered by Farfetch, they are: 

 Standard/Express Shipping – customer may select from a standard ground 
shipping, that is only available within the EU, or express shipping, which is done by air 
and is worldwide; 

 Click & Collect – this method allows for the customer to buy online and collect its 
order in the brand’s store; 

 Same Day Delivery – if the items the customer is buying is present in one of the 
brand’s store in the same city as the shipping address, same day delivery will be offered 
if a purchase is made until a certain hour of the day.  

  

Purchase – customers are able to buy the brand’s products via: 

 Brand’s brick-and-mortar stores; 
 Retail partners carrying brand’s products; 
 Brand’s website; 
 Other online retail channels. 
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Figure 13 illustrates the current omnichannel approach. 

 

Figure 13 - Current Omnichannel Approach 

Future Vision 

Any omnichannel initiative is only of interest, if the consumer perceives it as so. Businesses 
prosper when their main vision is adding value to the customer. Often, adding value to a 

proposition is not optimal in terms of revenue versus cost, but if a competitor is willing to do 
so, he will steal a share of the market that ultimately rewards the effort.  

Currently, brands are resisting the possibility of offering click & collect outside their own 
stores, because they only want the customer to contact with their products when purchasing. 
However, this fails to optimize the customer experience, and in the long run, that is what the 

market will demand. So envisioning click & collect in any stock point is surely the future. 

In relation to same day delivery, it is currently only being offered in a handful of cities, because 

it requires integration with last mile carriers, and these are specific to each location. However, 
services like Uber are now providing and expanding same day package delivery, which could 
be a great development for the project offering. 

The purchasing experience can also surpass its current value, by offering the creation of mobile 
apps for brands, an expertise Farfetch is already gaining from its own app. This adds another 

sales channel, because even though the websites launched are able to function on smartphones, 
they are not able to provide the same experience that an app would. Besides, being able to place 
orders on behalf of the customer when he contacts by phone would also provide a better 

experience.  

Another interesting possibility that is being considered, is providing access to the network of 

suppliers in the offline sales, meaning that when a customer wants a product whose size or color 
is not available, any of the suppliers is able to access the network’s stock and offer the product 
to be in store in a few days. 

The project will make an effort to embrace omnichannel initiatives, as it is part of its and 
Farfetch’s strategic positioning to delve deeper into this value adding strategy.
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5. Conclusions and Future Research 

5.1. Conclusions 

The work developed allowed to reach conclusions on multiple aspects. One of the most 
important findings is how heavily the B&W project relies on Farfetch. This dependence is most 
noticeable in the following areas: platform, people, reputation, partnerships and economies of 

scale. Platform due to the need of using Farfetch’s platform, which sustains both the build of 
the website, and the setup and execution of the operations. People because most of the expertise 

the project needs is spread across the multi-functional team of Farfetch. The reputation it has 
acquired in the fashion industry, alongside with all the network established, jumpstarts the 
visibility of the project and its client acquisition capabilities. The key partnerships that are in 

place, are crucial assets that relieve the project in having to acquire certain resources and 
perform certain activities, diminishing its risk and exploiting the economies of scale achieved 

by Farfetch. 

The current focus of the project is on the long term strategic goals, maximizing the value it can 
offer, even if through initiatives that are not profitable in the short term, but that clients consider 

important and satisfactory of the market’s requisites. This value-driven approach is sensible 
given the moment of ramp up in the project’s development, with the backing of top Farfetch 

management to secure the risk and support short term losses. Hence, establishing a complete 
package of value, preparing and testing it for the future, is one of the current goals of B&W. 

The business model canvas is a very interesting tool, that helps describe, perfect and reinvent 

the business model. Albeit, it does not cover all the intricacies of a business model in its full 
extent. In addition to the weak points risen in the literature review, risk, which is a vital factor 

in every business, is one that the canvas does not seem to address, and being aware of the risks 
incurred would open the possibility of mitigating it. 
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5.2. Future Research 

As the project grows, by acquiring clients and successfully launching their e-commerce 

platforms, the business model will certainly suffer adaptations. But, given the current 
conditions, and expected growth, some topics that were covered must be analyzed further in-
depth, and others investigated from scratch. 

As mentioned, customer segmentation for each brand should be appraised together with the 
brand to better understand the best way to reach, uplift and satisfy these segments.  

The impacts of altering the contract structure must be evaluated. Firstly, with the feedback of 
the commercial team on how the negotiations carried out with the changes in mind, then how it 
relieves the efforts of the internal teams, and finally measuring performance differences in the 

clients with these contractual changes. 

Warehousing will be one of the most significant aspects of the project, one that will require 

extensive studies on several fields. The priority will be given to analyzing the possibility of 
stocking products of the brands due to the restrictions of the CITES. Warehouse location, 
capacity, operation costs will be the main topics of the studies conducted. 

Consultancy is also a key development for the future. Structuring what can consistently be 
examined and improved, going beyond the store processes and the overall logistics. Drilling 

into the relation between stock and sales could prove to be beneficial, advising the brand to try 
to match, with its stock, clear trends like size distribution, product characteristics (e.g. 
categories, colors, etc.)  and trying to prevent lost sales while production is still in their hands. 

Also, delving further on the brand’s metrics, through the reports and other analyses, will help  
to promote alignment with the customers and ensuingly increase sales. 

The implementation, follow-up and furtherance of omnichannel initiatives, will be a priority of 
the project, as it is one of the aspects that Farfetch may benefit the most from, evaluating the 
return on investment of these efforts, and considering them for its own value proposition. 

One very important analysis, that will need to take place in the future, is the assessment of what 
other players in the market are offering. Becoming aware of the multitude of competitors and 

the purview of their value proposition is critical to position the B&W project. There will be 
strong barriers to carry out this analysis, as the most direct competitors in this type of service 
have undisclosed contractual negotiations, and a great part of the value proposition is 

concentrated on the back-end, which is not visible. 
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ANNEX A: Cost Structure and Profitability Model 

 




