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I.  Executive Summary
The Internet Arena as a Basis for Business 

The Internet has rapidly evolved into a multibillion-dollar market place.  According to NUA, an Internet consulting and development company, 17 million US households will be shopping online by the end of this year, with online retail sales expected to top $20.2 billion.  

But Web shopping is only a small portion of the total e-commerce picture.  The term also refers to stock and bond transactions, business to business connections, and even things such as online education.  The potential is seemingly limitless.

Large companies have the ability and will invest millions of dollars into elaborate Internet storefronts. This, however, is not the only recipe for success.  The Internet, to some degree, has leveled the playing field.  Small start-up companies can profit from the Web with fewer resources.  Sometimes, all it takes is a keen understanding of the capabilities of electronic commerce coupled with the promotional savvy to get noticed by customers.  

Goals and Objectives

Many tend to believe that building an online store is easy.  A successful Internet storefront is not as simple as one might imagine.   Managing an Internet based business is different in many ways from managing an off-net or traditional “brick and mortar” business.  Some ebusiness or Internet storefront projects fail due to poor planning and unrealistic expectations of technology.  Many implementing ebusiness strategies don’t fully understand the driving technologies and become so engrossed in those very technologies that old-fashioned business planning and strategies are forgotten.  

There is no right or wrong business model for the Internet.  There are, instead, a myriad of choices that must be made based upon market dynamics that are rapidly evolving.  This paper will discuss the specifics of commerce or business via the Internet.  The discussion will include the evolution of Internet based companies, market requirements, supporting infrastructure requirements, technology requirements, and a recommended business plan.  The overall objective is to support the statement: The Internet provides an efficient and cost effective method for delivering business products. 

II.  Background
Evolution of Internet Based Companies 

Historical Perspective  

The Internet as a marketplace has only become a reality during this decade.  Electronic commerce (e-commerce) has developed into a viable alternative to the storefront and competitor to all other markets.  Many corporations have turned to the Internet to deliver their products and services to their customers in addition to the normal methods such as mail order and via stores.  Also, companies now exist that are purely Internet based in nature.  Developments on the Internet have related links to e-commerce.

From the Hobbes Internet Timeline (1999) Some historically important dates related to e-commerce include:

1991 – World Wide Web protocol released 

1993 – Internic is formed

1993 – Businesses and media begin taking notice of the Internet 

1993 – Mosaic (web browser) use increasing exponentially

1993 – Annual growth of web traffic stands at 341,634% 

1994 – Shopping malls on the Internet

1995 – Pizza Hut has online ordering

1995 – First Cyber Bank

1995 – WWW Search Engines appear

The topic of Internet business is linked directly with the topic of e-commerce.  Fox (1999), in a report on e-commerce, gives an excellent background on this topic.  “Most people think that e-commerce means online shopping, but web shopping is only a small part of the e-commerce picture.  E-commerce is a broad term describing the electronic exchange of business data between two or more organizations' computers. Some examples might be the electronic filing of your income tax return, on-line services like Prodigy, and on-line billing for services or products received. E-commerce also includes buying and selling any item over the Internet, electronic fund transfer, smart cards, and all other methods of conducting business over digital networks.”

Current Developments
According to NUA, an Internet consulting and development company, current developments in e-commerce include the following current facts and figures:

· 17 million US households will be shopping online by the end of this year, with online retail sales expected to top $20.2 billion.

· 56 percent of U.S. companies will sell their products online by 2000, up from 24 percent in 1998

· Cisco Systems Inc. is today the world's largest Internet commerce site, selling more than $32 million in products every day.

· 44 percent of U.S. companies are selling online; 36 percent more say they will do so by the end of the year

The NUA also shows Internet generated revenues with projected growth.  As you can see the revenue for 1999 is expected to be $180 billion dollars which proves the market validity of the Internet.  
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Fox (1999) shows a very interesting comparison of the growth of the Internet as compared to past similar technologies.  “It took radio more than 30 years to reach 60 million people, and television 15 years. Never has a technology caught fire so fast."

There are some defined standards for e-commerce and Internet business.  Krit (1999) has excellent descriptions of the most common.  Most of these are related to business-to-business commerce.

· Electronic Data Interchange (EDI) is a common document structure. Large businesses use this standard to transfer information over their private networks. Web sites now also use this standard.

· Open Buying on the Internet (OBI) is created by the Internet Purchasing Roundtable. This standard let different e-commerce systems communicate with each other. Actra, InteliSys, Microsoft, Open Market, and Oracle support OBI.

· Open Trading Protocol (OTP) was created by AT&T, CyberCash, Hitachi, IBM, Oracle, Sun, Microsystem, and British Telecom with the same purpose as OBI.

· Open Profiling Standard (OPS) lets users share their information with merchants by creating a personal profile of preferences and interests. 

· Secure Sockets Layer (SSL) is the protocol that makes a secure connection to a server. SSL was developed by Netscape, but now is available in the public domain.

· Secure Electronic Transactions (SET) is created by Visa and MasterCard to protect credit card numbers.

Internet Business Plans 

Details of Plans.  

Internet business models are varied, as are regular business models.  Some sources believe that there are no true Internet business models due to the extensive nature and individuality and innovation on the Web.  Laudon (1998) shows eight distinct business models that do group Internet firms into logical areas.  These business models are shown and described by Laudon:

1. Virtual Storefront.  Sells physical good or services on-line instead of through a physical storefront or retail outlet.  Delivery of nondigital goods and services takes place through traditional means.

2. Marketplace Concentrator.  Concentrates information about products and services from multiple providers at one central point.  Purchasers can search, comparison shop, and sometimes complete the sales transaction.

3. Information Brokers.  Provide product, pricing, and availability information.  Some facilitate transactions, but their main value is in the information they provide.

4. Transaction Brokers.  Buyers can view rates and terms, but the primary business activity is to complete the transaction.

5. Electronic Clearinghouses.  Provide auction like settings for products where price and availability are constantly changing, sometimes in response to customer actions.

6. Digital Product Delivery.  Sells and delivers software, multimedia, and other digital products over the Internet.

7. Content Provider.  Creates revenue by providing content.  The customer may pay to access the content or selling advertising space may generate revenue or by having advertisers pay for placement in an organized listing in a searchable database.

8. Online Service Provider.  Provide service and support for hardware and software users.

Some examples of specific Internet business plans were detailed in an article from Information Week.  Wilder, Mateyaschuk, Bacheldor, and Jaleshgari (1999, Nov) showed that the startups had “innovative ideas as diverse as the Web itself”.   The authors went on to show that the company “business models include localizing Web content, selling excess telecom capacity, offering an online marketplace for IT services, and delivering videos and frozen pizzas.“

One area of current growth for business plans is the business-to-business sector of the Internet.  This would be, for instance, where a company can order all it’s office supplies online via a vendor such as Staples.  The NUA shows the increase of business to business e-commerce.  Although the number looks small as compared to business to consumer transactions, the dollar amount this year for business to business e-commerce will still total $18 billion.
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Examples of Companies  

In the discussion of Internet business models Laudon (1998) goes on to show specific examples for each model:

1. Virtual Storefront.  Amazon.com, Virtual Vineyards, Security First, Network Bank.

2. Marketplace Concentrator.  Internet Shopping Network, DealerNet, Industry.net, InsureMarket.

3. Information Brokers.  PartNet, Travelocity, Auto-by-Tel.

4. Transaction Brokers.  Etrade, Lombard Institutional Brokerage.

5. Electronic Clearinghouses.  International Liquidators, Onsale.

6. Digital Product Delivery.  CyberSource, Megasoft, Build-a-Card, PhotoDisc, SonicNet.

7. Content Provider. Wall Street Journal Interactive, QuoteCom, Pathfinder Catalog, Mart Home Page, Tripod.

8. Online Service Provider.  Cyber Media, Tune Up.com.

Current very recognizable examples of businesses that fall into the various categories include:

1. Virtual Storefront.  eToys, Beyond.com, Reel.com, PETsMART.

2. Marketplace Concentrator.  Computer Shopper Online, pq.com.

3. Information Brokers.  Microsoft Carpoint, Kelly Blue Book Online, Realtor.com.

4. Transaction Brokers.  eBill, Schwab.

5. Electronic Clearinghouses.  eBay, auctions.excite, .

6. Digital Product Delivery.  Egghead, MP3.com, CDNOW.

7. Content Provider. The Washington Post Online, Ask Jeeves, Excite, InfoSeek, other search engines.

8. Online Service Provider.  CompuServe, AOL.

Applicability  

Internet based firms can also combine aspects of several of these models for their overall business plan.  All the business models are still valid and in use by many Internet companies as shown in the examples.  Internet business plans are sure to expand past the lists depicted here.  That is the nature of the Internet as it fosters development and ideas more than traditional business.

Wilder (1999) shows the variations of businesses. “Many companies are struggling with the most basic problem: What's the best E-business model? They're experimenting with different formulas. Some are incorporating E-business throughout the organization. Some are creating E-business subsidiaries, then spinning them off as separate online entities. Others are investing in or merging with Internet startups. Some are even moving their businesses entirely to the Web.”

Successes of Ventures 

Examples of Success
The E-Commerce Times publishes a regularly updates list of the top ten e-commerce companies.  A recent list includes these companies:

1. Amazon.com, Inc.

2. barnesandnoble.com inc.

3. Beyond.com Corp.

4. CDnow, Inc.

5. eBay Inc.

6. Egghead.com Inc.

7. eToys Inc.

8. E*TRADE Group, Inc.

9. priceline.com Inc.

10. Open Market, Inc.

Fox (1999) depicts several specific quantifiable successful ventures:

· Dell Computers sells more than $14 million worth of computer equipment a day from its web-site. 

· By taking their customer service department to the web Federal Express began saving $10,000 a day.

Reasons for Success
Liebmann (1998) in an article in Network Magazine shows some commonalties between e-commerce practitioners that obtain success.  The common links include:

· Belief in the Internet Market.  

· Extensive Financial Backing.

· Lots of Patience.

· Awareness of the Business Model.

· Importance of the Technology Platform.

· Focus on the Rapidly Changing Social Marketplace.

· Aggressive Marketing.

Some other pertinent research and statistics include:

· According to a study by American City Business Journals (1999) small businesses who use the Internet have grown 46% faster than those that do not. 

· In Information Week profiled eight Internet startups with success stories.  Wilder, Mateyaschuk, Bacheldor, and Jaleshgari (1999, Nov) noted that “they all share a common vision: that the Web offers a better and more efficient way to bring buyers and sellers together.”

Failures of Ventures 

Examples of Failures
There seem to have been more tremendous failures than great successes for Internet businesses.  Some failures include:

· Mattel.  Eight months from their touting an e-commerce capability there is still no real in-depth site. Problems exist with the conflict between their business model and their existing sales to storefronts.

· HealthSite from AT&T.  Site was side-railed by AT&T’s decision to stop support.  Lack of sponsorship and financial backing.  Good idea but no real identification of the business model.

· Utne Reader, a bimonthly publication that primarily reprints articles from the alternative press. Jahnke noted that “Utne Reader had what most hopeful Web publishers only dream about: a loyal subscriber base of 275,000 people, of whom 65 percent claim to use e-mail.”  Site required more periodic updates than the monthly magazine to keep readers returning.  Advertising from the site did not cover manpower costs of the staff.  Company was not willing to wait and have some patience.

Other examples of partial failures or Internet businesses include:

· E*Trade.  Web related failures caused a shut down of stock market trading with this online broker.  Reliance on the Internet and technical issues.

· ProShop, an online golf equipment retail site, suffered problems with the credit-card transaction server software, user access tracking software, and their Internet service provider.

Small failures cost a company money or lost sales.  Some data compiled by Manning, McCarthy, and Souza (1998) found that:

· In Jared Spool's study of 15 large commercial sites users could only find information 42% of the time even though they were taken to the correct home page before they were given the test tasks.

· A study from Zona Research found that 62% of Web shoppers have given up looking for the item they wanted to buy online (and 20% had given up more than three times during a two-month period).

· Forrester Research audited 20 major sites, finding 51% compliance with simple Web usability principles such as "is the site organized by user goals?" and "does a search list retrievals in order of relevance?" (in other words, the average site violated half of these simple design principles).

Failures are not confined to total failures of companies.  Major problems are failures that affect a company in relation to their operations and image.  Fraser (1999) shows some specific failures in a white paper on the Hidden Complexities of e-commerce.

· Failure in fulfillment systems: Forrester Research reported personal experience at Spree.com in which a product was ordered and the buyer's credit card charged, but no product was delivered. Spree.com's response? "Sorry, we're a new company." 

· Failure in customer service: One site, Shopping.com, by December 1998 had amassed numerous official customer complaints recorded by the Better Business Bureau of Southern California. The complaints included failure to ship products, slowness in contacting credit card companies, failure to respond to email, and constant busy signals on customer service lines.

· Failure in technology and infrastructure: Toys R Us and Buy.com shut down their web sites for emergency infrastructure upgrades to support "unexpectedly high" levels of user traffic during the 1998 holiday shopping season. Macy's and 800.com experienced connectivity problems due to "higher traffic than expected." Shutting down due to high traffic is nothing more than a face-saving way to excuse technological failure.

· Failure in legal compliance: Some companies, such as Gateway and Dell, were charged stiff federal fines for violating export control regulations. 

· Failure in fraud control: Many online retailers are experiencing 15% to 40% fraud rates, which translates directly into bottom-line losses. Scores of merchants have lost charging privileges or have been slapped with stiff fines by Visa and MasterCard.

Reasons for Failure.

The lack of the common success factors are known causes for failure of Internet businesses.  The failure factors can include:

· No Belief in the Internet Market.  

· Deficient Financial Backing.

· Lack of Patience.

· No Business Model or Plan.

· Substandard or Problematic Technology Platform.

· No Adaptability to Changing Marketplace.

· Lack of Proper Marketing.

Rohde (1999, Sep) noted in a Network World magazine that “a full 75% of all e-business projects will fail due to poor planning and unrealistic expectations of new technology, according to a study yesterday released by research firm the Gartner Group.”   The article goes on to show that “most companies implementing e-business strategies don't fully understand the new technologies behind e-business, the study says. At the same time, they become so dazzled by those very technologies and turn away from old-fashioned business planning and strategies.“

Some interesting and topic related statistics from a briefing by Conwell (1997) include:

· WWW sites that are profitable: 30%

· Percent of commercial web sites that will die in 1997: 25% to 30%

In 1996, Business Week claimed the number of money losing Web sites was twice the number of ones in the black. 

Lessons Learned

As in any business, a company can learn from the mistakes and achievements of others.   There are advantages and disadvantages to doing business on the Internet.

Advantages of Internet Business
Internet businesses offer some advantages not found with traditional market methods.  These advantages provide leverage for success.  Some examples of advantages include:

· Speed.  Instantaneous access to data and transactions, lower cycle times.

· Ease of Use.  Common understandable and familiar interface.

· Savings.  Business payback in areas that provide cost savings.

· Distribution. No barriers to business, national and international customers.

· Customer Service.  Increase reliability and efficiency of support, satisfaction.

· Reduced Inventory.  No need to carry large quantities of products on shelves.

· Sales/Marketing.  Increased efficiency and lower costs.

Disadvantages of Internet Business
An Internet business, as any business, involves risk.  There are risks specific only to Internet based businesses.  These risks include the following.

· Reliance on the Internet.   For customer access, delivery of site.

· Security.  Of content, of transactions, of proprietary data, customer privacy.

· Demand Increases.  Ability to scale site and systems to support for surges.

· Support.  Infrastructure and personnel to develop and maintain a site.

· Legislation.  Potential for negative impact of regulations, taxation, etc.

· Trends.  Changes in technology or market demand and company reaction.

· Commitment.  Company strategy, organization backing, focus on integration.

· Disruption.  Conflict with existing business ventures.

Learning Points
Business Model.  An Internet company can take advantage of features of the Internet that are not available to normal firms.  The business model should include the integration of some features available due only to the Internet to increase the potential for success.

Support.  The right technology and infrastructure along with corporate backing must support a good Internet business model.  It must have proper funding while still conforming to project management standards.

Technical Issues.  Areas that can pose difficulty must get planning attention.  These include integration, billing, back-end systems, and system scalability.

Strategy.  One thing lacking in some company implementations of e-commerce is a link with their business strategy.  CyberManagement, a management consulting firm, has excellent recommendations for a e-commerce strategy development.  The components recommended by CyberManagement to be included in a company e-commerce strategy include:

· A clear view on how an organization will use the electronic marketplace. Since the electronic channel is destined to become the primary vehicle to conduct business in the future, companies must learn how to attract and engage customers in it, take orders and payments, distribute products and services and support their customers in this new business environment. 

· An ability to transform internal business processes according to the requirements imposed by the new types of electronic interactions. For example, Intranets designed to keep up with the external speed of Internet information dissemination may not be enough if they fail to address the complete internal business automation process. 

· An organizational framework led by a senior level person whose role is to develop the overall Internet commerce strategy, coach the senior executives to initiate calls for actions, and educate employees throughout the organization. 

III. Analysis

Market Requirements  

Advertising

No matter what line of business a person is in, one must be able to attract customers.  No customer – no sales – no business.  It is really a simple rule.  

The Internet has to some degree bridged the gap between the conglomerate power of high dollar, big hype advertising and the small business owner struggling to get the business name out into the market.  The name of the game is “How do you get customers to come to your site?”  Millions of people are now connected to the Internet.  Access to this market is very inexpensive and in many instances free.  Creativity becomes the competitive advantage that most seek to allow them to tap the resources of the Internet.  There are many marketing resources available to those choosing the Internet as their medium to deliver their product.  The question then becomes “How do you use these resources?”    The key resources available are:

· Search Engines

· Banner Advertising

· Links From Other Web Sites

· Usenet Groups

· Direct Email Advertising

Search engines are by far the most cost efficient way to reach targeted customers.  Search engines are considered the backbone of Internet marketing.  In most cases, the Search Engines are free. Some of the more popular engines available are:

www.yahoo.com
www.infoseek.com
www.hotbot.com
www.excite.com
www.altavista.com
(Campbell, 1999)

Each search engine uses a different method to determine which site to list first when a search is performed.  In general, the factors that are taken into account are as follows:

· Search term in the page Universal Resource Locator (URL) - link

· Search term in the title of the page

· Frequency of the search term in the text of the page

· Search term is the site’s description

Attracting a target market requires a complete understanding of the search engine and it’s technique for listing and ranking a site.  For instance, some engines such as AltaVista, Infoseek and Excite send out spiders that actually retrieve the full text of the pages they visit.  Others such as Lycos use a proprietary technology to generate their summaries.  Still others like Infoseek and AltaVista, support an HTML tag know at the META tag description.  The tag allows Webmasters to create their own site description.

Many experts recommend that a manual submission be made to sites that allow this; namely: Yahoo, Alta Vista, Excite, Infoseek, Hotbot, and LookSmart. This means visiting each one individually.   As for the rest of the hundreds of search engines, directories, "what's new", "what's hot", etc., You may use a submission service (such as Perfect Presence), or you can use a submission program (such as Dynamic Submission 2000)(Liraz, 1999).

Banner ads have become a tremendous resource for advertising on the Internet.  It is uncommon to connect to a site and not be bombarded with banner ads from similar and unrelated products alike.  Many experts argue that banner ads are an ineffective method for advertising, as they tend to be more annoying than interesting.  This, however, has not impeded an overnight explosion in usage.  There are now many sites that offer advertising services via placement of banner ads throughout the web.  Many of which are free.  Microsoft Banner Network is one such site.  The site claims:

Advertise on the web's largest network to grow your traffic

· Over 450,000 sites in 32 languages. 

· Reach more than 65% of all visitors to the web, and over 40 million viewers. 

· Bigger is Better! Maximize your efforts to find new customers and drive traffic to your site by joining the web's largest ad network. 


Free business statistics 

· Track visitors to your site. 

· Measure your advertising effectiveness. 



Target your advertising 

· You choose who will see your banner and what banners appear on your site. 

· Ads by site content & language

1999 Microsoft Corporation

Links on other sites are an excellent way to advertise a site and the products on a site.  Trading reciprocal links means that you approach other sites asking them to place a link to you in their site in exchange for a link in your site. Naturally, a person would want to approach busy sites that attract visitors with similar interests. One good way to find such sites is to go to a search engine and type in one of the site keywords. The sites that appear at the top of the search results page are usually good prospects.


Magazines and online publications are always on the lookout for new and interesting stories. Mention of a site in such publications can bring scores of visitors to a storefront. The way to be included here is to send announcements and press releases to a newsgroup.  To make a presence among the various news groups, a reliable news service such as The Internet News Bureau is recommended.  A service such as this will distribute your press release to over 2,000 subscribing journalists (Liraz, 1999).

In recent years, the use of email has exploded.  By some estimates, there are now 25 million email users sending 15 billion messages per year.  A recent study by the American Management Association indicates that email has grown to one of the most utilized forms of communication.  In addition to being an excellent form of communication, email can also be used as an effective advertising medium. 

Most research indicates that targeted email marketing is a significant resource to Internet storefronts. Truly targeted email means getting your email to recipients that have approved of it. This is opposed to "Spamming", or sending mass email to "unqualified" email addresses which is considered bad "netiquette". 

There are many email services available to assist an Internet storefront.  The Direct Marketing Association is an example of a service that uses a vast database of marketing intelligence and will assist a site in sending direct solicited email to potential customers and existing customers.  Other free services that integrate into a storefront include Microsoft Listbot which:

· Collects visitor email addresses automatically. 

· Sends email to all your visitors with just one click. 

· Tells you demographics such as age, occupation, etc. 

· Manages your mailing lists for you. 

· Conveniently stores your messages for re-use. 

Sales and Service

The product that a person seeks often defines how that person will shop for it.  This is an important concept to remember when creating an online presence.  Some questions that must be answered include:

· What is the product?

· Who is the target audience?

· How will the audience want to interact with your company?

· How can you tailor your site to accommodate the needs of the audience?

One of the real strengths of an online store is that a customer can search through stock by category or by keyword.   This strength may also be a detriment.   The question that must be asked is “What method of shopping are customers going to find intuitive for the type of product?” and “Is the store owner going to find this method lucrative?”   An Internet storefront will often utilize one of four distinct methods of sales.  Each method of sale must contain certain characteristics to ensure that a shopper has a satisfying experience.  These methods can be categorized as follows:

· Gifts and Impulse Products

· Commodity Products

· Considered Purchase Products

· Configurable Products

· Categorized and Indexed Products

Gifts and impulse products typically attract those types of shoppers who don’t know what they want until they see it.  Therefore the site must be easy and entertaining to explore.  It should focus on a “Window Shopping” format.  Keep the products out in front of the customer.  Sales should be simple and customer friendly.

Commodity products include items such as books, music CDs, and software.  The customer is looking for an in-stock, specific product at the lowest possible price.  Their products’ price, selection, and availability differentiate merchants who offer commodity type products. 

Considered purchase method of sales includes those products or items that require a lot of deliberation before a purchase is made.  The site includes expensive items that are available in many different models with different pricing.  An automobile is a good example of a product that would be included in this method.  

Configurable products include those products that come in multiple configurations and are highly customizable.   Today, many computer manufacturers enable their customers to design their own products from a common base unit.

The categorized and indexed method of sales is often the most convenient.  Sites that sell supplies typically benefit from this method the most.  The site must enable the customer to search thousands of items in a fast and efficient manner, locate what it needed, and complete a sale.

When establishing a web storefront, a person must not focus on what is the easiest and most economical to build.  Instead, one must understand what customers want and deliver a site that meets these wants and expectations (Hakman, 1999).
Delivery
Obviously, a key decision point in establishing an online storefront is what is the method of delivery for the products or services.  There are three types of delivery that must be considered.

· Delivery of products to be sold

· Delivery of products to the end user

Delivery of products to the store may or may not be necessary.  This will depend on wether the retailer will maintain an inventory.  Many online stores take advantage of inventory-less methods of sales and therefore only focus on moving goods from a supplier to the end customer.  For those that maintain a location of inventory, many decision factors go into choosing the method of supply.

· What are the levels of inventory to be maintained? – Need for overnight or common carrier

· What is the volume of the good being purchased? – Bulk versus few items

The delivery of products to the end user may come in many forms depending on the good sold.   Typical vendors for delivery for tangible products include:

· U.S. Postal Service – www.usps.com
· Federal Express – www.fedex.com
· United Parcel Service – www.ups.com
From a customer standpoint, each of these carriers offers service from standard ground delivery to overnight express delivery.  In addition to delivery, each of these services now offers the ability to track the location of a package during the course of its delivery (Particularly useful to those utilizing overnight service).   The delivery and tracking options are features that should be passed on to the customer decision level to allow for a more needs oriented shopping experience.  As for consumer pricing, many online merchants have adopted the best practice of the direct-mail catalog industry by charging a fixed amount based upon the dollar size of the order. 

From a vendor standpoint, many items must be considered including: bulk pricing, services, and cost by weight.  UPS and FedEx have opened their interfaces to developers via the Internet, and off-the-shelf storefront packages are available as ready-made plug-ins to these services.  These items should be given careful consideration in addition to customer features when establishing a method of delivery.

For those intangible products such as small software products, electronic services, and financial services; electronic delivery services are available.  Some of the delivery will come in the form of access to data right on the site.  The delivery service is the Internet itself (Hakman, 1999).
Decision Points 
Internet Storefront vs. Traditional Storefront

By the year 2000, some researchers estimate an astounding one-third of all businesses will be on the Net.

Analysts at Forrester Research predict $300 billion in business-to-business transactions by 2002.  

eBusiness.  Simply put, it is the buying and selling of goods and services in the World Wide Web. eBusiness includes online banking, purchasing real estate online, airline ticket reservations, shopping for groceries or name brand merchandise, and many more. Millions of customers around the globe spending money to buy services and goods 24 hours a day, 365 days a year.   The previous sentence is really the basic advantage of an Internet storefront over the traditional storefront.  However, this is merely a 10,000-foot overview. 

An Internet storefront has many advantages over traditional business storefronts.  Financially speaking, it is much more economical to start up an Internet business as opposed to a brick and mortar store.  A recent study by Emarketer.com revealed the following statistics: 

eBusiness Economics

	PRIVATE
Old Way
	Net Way

	Average telephone transaction cost
	Average Internet transaction cost

	$5.00
	$0.01

	Traditional bank

transaction cost
	Same transaction

on the web

	$1.07
	$0.01

	Traditional airline ticket

processing cost
	Same transaction

on the web

	$8.00
	$1.00


Source: Emarketer.com
Typically, the financial implications of Internet commerce are consistently favorable or both the consumer and the merchant.  

In addition to the financial benefits, an Internet storefront has many other benefits, especially to the small business owner.  A common problem among small business owners is “How to make this small business compete in markets that have major players in them?”  Image is always a constant issue.  Owners typically attempt to make the small business appear large and resourceful.  For the traditional brick and mortar location, this may present many problems with respect to image.  Internet sites have an advantage in this area.  It is relatively easy to make a small business look like a giant portraying a resourceful image.  A recent survey of small business owners returned the following ranking of Internet storefront benefits:

Internet Statistics & Web Trends Biggest Benefits of Web Sites to Small Businesses
	PRIVATE
Percentage of Respondents

	More inquiries about products/services
	74%

	Improved corporate image
	54%

	Expanded sales to new geographic regions not previously served
	52%

	Improved sales
	44%

	Timely feedback from customers or suppliers
	30%


Source: Access Media International
To go even further into the benefits of an Internet storefront, some comparisons can be made.

	Traditional “Brick and Mortar” Business
	Internet Storefront

	· Med-high investment/start up costs
	· Low start up costs

	· Physical location restricted
	· Unlimited market potential – worldwide

	· Limited market potential 
	· Unlimited market potential 

	· High operating capital/overhead
	· No or very low operating capital & overhead

	· Open ONLY normal bus. hours
	· Store opens 24 hours a day, 365 days a year

	· Med-high rent and utilities
	· Low rent and utility costs


Site Hosting

When entering into the Internet storefront business, one must make the decision whether to purchase and maintain the necessary equipment and resources to manage such a site and business.  This can be a very costly initial investment in both technology and human resources to manage the technology.  A more economical alternative is to consider the use of a “Web Hosting Service.”  Today, many resources or businesses are available to “host” or maintain an Internet site.  There are many variations to these services with respect to capabilities and ease of use.  When considering a storefront host provider, the question isn’t just one of features but really one of which features are actually needed.   The bottom line being an ordering system that customers can easily use and that the owner can use to view the orders and act on them quickly.

Factors that should be analyzed include:

· Setup – registration, creating of a catalog

· Storefront design – included authoring tool or HTML software required

· Order processing – systems to calculate tax, shipping, process credit cards, order confirmation

· Hosting – registration of domain name, merchant account, search engine registration

· Administration and Reporting – inventory analysis, accounting, customer databases

(Randall, 1999)

There are many services available that offer hosting services:

· Bigstep.com 

· eCongo.com 

· freemerchant.com 2.0 

· IBM HomePage Creator 

· iCat Commerce Online 

· MindSpring Estore Deluxe 

· Sitematic Catalog 

· Yahoo! Store 

These solutions are frequently inexpensive and include many common features. They're fast because the whole store is administered through the Web.  No software installation is needed; a person just needs to pick a look, configure some settings, and pour in product information.   The downside is that these services may not support the features or look and feel that an owner may want. 

Each of the sites referenced offers a variety of services over a wide range of costs. PC Magazine rated each of the sites listed above in October 1999.  A very thorough analysis was performed on several characteristics ranging from product searching capabilities to tax calculation capabilities.   A detailed summary is listed on the following page.

Security is another large issue that requires discussion in itself.  “Consumers want security, but they are not willing to go through hoops to get it,” says Maureen Lipton, vice president of merchant services at Reston, VA-based online payment facilitator CyberCash. 

Netscape introduced SSL (secure sockets layer) in the Navigator browser in 1995 which paved the way for broad public access to online information security. SSL is an encryption technology that scrambles a message so that only the recipient can unscramble it, using technologies developed by RSA Security. URLs that begin with "https://" are using SSL.  This is good for online merchants because it reduces online transaction risk and increases customer confidence (Hakman, 1999).

The Open Trading Protocol (OTP): OTP is intended to standardize a variety of payment-related activities, including purchase agreements, receipts for purchases, and payments. It was created as a competing standard to OBI (Open Buying on the Internet) by a group of companies, including AT&T, CyberCash, Hitachi, IBM, Oracle, Sun Microsystems, and British Telecom (Weiss, 1999).
CyberCash and other developers are launching payment alternatives to credit cards that will be even easier for consumers to use—and perhaps even more secure. Such alternatives include so-called micropayments and electronic checks (Liebmann, 1998).

Credit card vendors have followed suit in the pursuit of security.  Card vendors now advertise the security measures that they are taking to ensure the financial processing portion of an online experience is simple and secure.  For example, American Express has initiated an advertising campaign to ensure their customers understand what shopping on “Secure” or encrypted sites means.  American Express requires all of its merchants to use a “secure session,” including account number encryption.  In addition to the advertising, American Express does not hold the card member responsible for unauthorized charges online.  
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Supporting Infrastructure 

Facilities Requirements
As discussed earlier, one of the key benefits of an online store is the fact that large traditional brick and mortar facilities are not required.  Since the customer contact occurs on line, a business may be located in a warehouse, in a small office area, or even in some remote location.   Necessities are fairly simple.  The items that must be considered are:

· Access to telephone of network communications

· Proximity to warehousing (if necessary)

· Space functionality (will the office space serve the needs of the business)

Warehouse space warrants its own discussion.  For those businesses that deal in the distribution of tangible goods, warehousing services and locations are an important part of the ebusiness site.  Many vendors will choose to maintain their own space.  This will require locating a space that is sufficient to meet the storage, receiving, and delivery requirements of the business.  The will require the storefront owner to investigate things such as leases, rental rates, and tax requirements.  Additionally the services discussed in the Market Requirements - Delivery section of this paper are pertinent in this analysis.

As an alternative to maintaining a warehouse, many warehousing services are available.  Examples include: Trans-City Warehousing and Ferber Midwest. These services offered vary but typically include:

· Storage services

· Distribution services

· Inventory management services

Many services are customizable to meet the needs of the storefront.  Computer services are often provided including:

· Inventory Control

· Customer Maintenance

· EDI and Bar-coding

· Order Entry

· Sales Analysis

Comparisons should be made to the services offered by the providers discussed in the delivery section of this paper.

Technology Requirements

When one thinks of an Internet storefront, one thinks of the technology to support such an effort.  Many pieces of the technology required have already been discussed.  What remains, falls into the category of on-site technology.  This includes:

· Computers – Client stations

· Computers – Servers

· Networking technology

· Voice communication

· Software

Obviously an eBusiness site will require some level of computer related activity.  The size of the business and number of employees will determine what level is appropriate.  Many options are available in today’s marketplace.  Decision points include:

· Brand

· Computing power

· Buy

· Business Lease

Many options are available when it come to computer technology.  The price of this technology continues to fall as computing power per dollar continues to rise.  Similarly, networking technology has become more cost effective and widely available to the small business owners.  This technology has become very user friendly eliminating much of the need for a specialized IT staff members (i.e. Plug and Play).   Many companies now offer low cost complete networking solutions to keep an office staff connected.

 Networking technology also include services to connect your business to the rest of the world – communications technology.   Wide Area Networking (WAN) is a term used to describe taking an internal network and extending it to an area outside the normal office confines.  A WAN is necessary to establish and Internet presence.  Meaning, data must be transferred from the internal business to either:

· A Storefront provider

· To the end customer

· And back…

Many options are available when it comes to establishing a WAN.  Larger businesses may choose to lease their own T1 (high-speed data line) line and administer their own network.  This typically requires some level of IT professional or consultant to maintain this type of connectivity.  Still others may choose to work with a vendor such as AT&T, or MCI Worldcom to assist in these services.  The desired result is connectivity and adequate bandwidth for data transmission.  Most vendors provide small business services or “turn-key” packages to assist in connecting a business to the world.   

The last technology issue that remains is the choice of software products for the storefront.  A multitude of options exists.  In an overview, consideration must be given to:

· Network collaboration – email, file sharing

· Internet connectivity – proxy server, simple TCP/IP connectivity

· HTML authoring – site maintenance and features

Many software providers have products centered on the small business and the needs of the small business. Microsoft is the most recognized offering product in all of the categories listed above.   Microsoft® BackOffice® Small Business Server is one of the most notable all in one solutions to assist the small Internet storefront.  The solution allows a company to build, engage, transact, and analyze content on the Web. When combined with desktop applications the BackOffice Small Business Server enables a broad range of capabilities to include:

· Business-to-customer transactions—selling directly to customers

· Secure, reliable transactions 

· Fast, effective deployment 

· Dynamic merchandising

· Flexible order processing and payment methods 

· Online subscriptions, scalable membership management 

· Extranets: supplier sites with secure logon and custom catalogs; business-to-business transactions 

· Integration with existing legacy systems, data, and applications 

· Application-to-application data interchange in multiple formats 

· Cut and paste HTML pages (such as formatted reports) into/out of Excel and Word, while retaining formatting elements 

(http://www.microsoft.com/smallbiz/software/sbs/)

Legal Requirements

Of all legal issues, the strongest consideration must be given to tax requirements and laws.  Keeping track of these rules and exceptions is an ongoing challenge. There are hundreds of different sales-tax rates within a single state much less the entire world. First you have state tax. Different counties also have additional rates. And then some cities add a percent or so on top of that.  If you're doing business internationally, tariffs, customs fees, and other potential charges further complicate things. 

Besides dealing with wildly varying tax rates, a business owner must understand a topic called nexus. Nexus is a legal term meaning roughly, "where you have a presence doing business." In the United States, an Internet storefront owner is obligated to collect, report, and pay sales tax in states where he or she has a nexus. The important thing is that nexus is a legal term, so one should seek the advice of your tax attorney on this issue. 

Many experts also recommend that a business owner consult an attorney to develop a tax policy. 

There are several packages and services that automate a businesses tax calculations:

· Taxware - offers tax calculations for domestic and international jurisdictions either over the Internet

· CyberSource integrates tax and other transaction features on an on-demand service-bureau basis

(Weiss, 1999)

IV  Recommendations

Business Plan 

Benchmarking on other Web Businesses

The Virtual Storefront business plan is used by the top three Web business according to a report from E-commerce times.

1. Amazon.com, Inc.

2. barnesandnoble.com inc.

3. Beyond.com Corp.

These companies have been successful because they have been able to overcome common problems of most start-up Web businesses:

· Customer Service – Customers feel they can get their issues and problems resolved in a timely manner.

· Security – Customers feel secure shopping on their sites, which enables them to have a  larger market share on the Web for the products they sell.

· Scalability – These companies can quickly react to high volumes and get more customers on their sites.

· Site Organization – Customers can quickly maneuver through their sites to find exactly what they are looking for.

Recommended Business Plan

When companies are looking at Web based business plans, they should realize their plan needs to be flexible and be prepared to make many revisions. The Internet is growing by leaps and bounds with new e-commerce businesses entering the market place every day. They will have to account for much more competition than a normal business plan. Even the big players like Amazon.com are seeing steady decreases in revenue per customer while its cost per customer is growing. 

In an essay in this week's Business Week, Garten, a former investment banker and Under Secretary of Commerce for International Trade warns,  "Technology companies, now accounting for 25 percent of the Standard & Poor's 500-stock index, are driving the stratospheric stock markets. But the new dot-coms in the tech sector seem to derive their validations not from an ability to generate profits in any foreseeable time frame but from intangibles like the promise of even larger networks of customers -- an untested business model." (Dembeck, 1999)

The business plan must also take into consideration government policy regarding the Intranet and global competition.

Garten also cautions that “The continued growth of the New Economy depends much upon the global policy that governments adopt toward e-commerce growth, investment and competition.” He adds that, in a presidential election year, destructive political infighting could keep complex regulatory questions from being answered. 

Supporting Technology 

Web Servers or Outsourcing

Two critical factors in determining a web site’s success are where it is hosted and how it is designed. These factors indicate how easily you can create and up date your web pages, what special features such as multimedia or interactive forms you can have on your site and even how your site looks. 

The decision of whether to keep the server where the virtual store is housed at your facilities and maintained by one of your employees or use a company that specializes in maintaining Web servers, usually referred to as hosting services should be thought out carefully.

[image: image4.wmf]freemerchant

IBM HomePage

iCat Commerce

MindSpring

Sitematic

.com 2.0

Creator

Online

Estore 

Deluxe

Catalog

Price per 

month

Free

Free

Free

50 items and 15 pages, 

$69.95

50 items, $49.95

100 items, $109

50 items and 12 

pages, $49.95

50 items, $100

Real-time 

credit card 

validation

$14.95/month plus 

$0.20 per transaction

$39.95/month plus 

$0.30 per transaction

N/A

N/A

$45/month plus $0.35 per 

transaction; setup fee, 

$300

100 transactions, 

$35/month; each 

additional 

transaction, $0.50

$10/month; setup 

fee, $50

N/A

Store Design 

Tools

Includes Web 

authoring 

tool/style 

templates

No Yes

No Yes

Yes Yes

Yes Yes

No Yes

No Yes

No Yes

Yes Yes

Uses wizards

Yes

No

Yes

Yes

Yes

Yes

No

Yes

Merchant can 

create forms

Yes

No

No

No

No

No

No

No

Merchant can 

import data 

files

No

No

Yes

No

Yes

No

No

Yes

Supports 

unlimited 

product 

categories

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Offers product 

searches

No

No

No

No

Yes

Yes

No

Yes

Merchant can 

create 

navigational 

controls

Yes

No

Yes

Yes

Yes

Yes

No

Yes

Merchant can 

add pages to 

site

Yes

Yes

Yes

Yes

Yes

No

Yes

Yes

Maximum 

number of 

products

Unlimited

Unlimited

Unlimited

500

3,000

100

100

Unlimited

Supports 

individual 

product 

promotion/site 

promotion

Yes Yes

Yes Yes

Yes Yes

Yes Yes

Yes Yes

Yes Yes

Yes Yes

Yes Yes

Order 

Processing

Calculates tax 

and shipping

Yes

No

Yes

Yes

Yes

Yes

Yes

Yes

Retains 

customer 

information

Yes

No

Yes

No

Yes

Yes

No

Yes

Retains 

session 

information

No

No

Yes

No

Yes

No

No

Yes

Tracks 

inventory

No

No

Yes

No

Yes

No

No

No

Provides 

customer e-

mail 

confirmation

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Provides 

merchant e-

mail 

notification

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Merchant can 

review orders 

online

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Merchant can 

search orders

Yes

No

Yes

Yes

No

Yes

No

Yes

Merchant can 

filter orders

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

Administratio

n and 

Reporting

Can create 

sales/site 

reports

Yes Yes

Yes No

No Yes

Yes No

Yes No

Yes Yes

No No

Yes Yes

Can export 

data files

Yes

No

Yes

No

Yes

No

No

Yes

 

Bigstep.com

eCongo.com

Yahoo! 

Store










Internet Link Infrastructure or Hosting Provider

Hosting services are the easiest way for a new business on the Internet to set up shop. Hosting services differ in size and style. Some offer technical pieces such as the Web server and the Internet connectivity, while others offer creative services in designing the Web site, marketing services in running promotional programs, and consultative services on issues such as transaction systems. The most important step in choosing a hosting service is to do thorough reference checking with the service’s current customers and check their performance in the specific areas you are interested in. Over 50% of the top sites on the Internet are hosted by hosting services.

The most common benefit of a hosting service is that it saves the cost of ongoing Web server maintenance, which is a 24 hour-a-day, 7-day-a-week job that usually entails hiring a fulltime Webmaster at $3000 to $5000 per month.

Web Applications for e-Business

Business-to-business e-commerce has become a profitable niche. Whether the products in question are supplies or rental software applications, businesses are buying and selling from each other online. According to analysts at ActivMedia Research, over 42 percent of business-to-business Web sites that have been online three years or more say they are currently profitable, and 27 percent of business-to- business sites that have been online for less than a year say they are seeing profits. (Rupley, 1999)

Business-to-business software tools and services are major focuses of leading technology companies. Application service providers (ASPs) need the tools to provide business apps on the Web as well as to overhaul the Web's organization with XML (eXtensible Markup Language).  XML is standard language that provides context and definition to data in Web-based documents, is increasingly becoming important to enterprise application integration and business-to-business E-commerce. 

What is XLM - Extensible Markup Language (XML) is a subset of the ISO Standard Generalized Markup Language (SGML). SGML is a standard document formatting language that enables a publisher to create a single document source that can be viewed, displayed, or printed in a variety of ways. SGML is a large, complex formatting language that is not especially suited to the Web. HTML and XML are simplified versions of SGML that are specifically designed to support Web pages. The goal of XML is to enable generic SGML to be served, received, and processed on the Web in the way that is now possible with HTML. XML has been designed for ease of implementation and for interoperability with both SGML and HTML.
Document Syntax - SGML and its derivatives define a syntax that specifies a way of expressing and formatting information. The syntax is implemented as a series of tags used to mark up the document. For example, in HTML the <p>tag marks the beginning of a paragraph. A parser that understands the syntax can interpret the tags and render the document in a variety of forms. 

Document Type Definitions - SGML syntax dialects are defined by a document type definition (DTD). A DTD defines the tags that are used to mark up the document. HTML is a specific implementation of an SGML dialect, and it is defined by a single DTD. Unfortunately, the tags defined within the HTML DTD do not always address the needs of all users, and many users have developed private extensions to HTML. The W3C works diligently to incorporate new HTML syntax and extensions, but the standardization process can take a long time and often is the focus of heated disagreements.

Meta-Language - XML is very similar to HTML (and is in fact interoperable with HTML), but it does not rely on a single DTD. Instead, XML provides a standard mechanism for any document builder to define new XML tags within any XML document. In addition to being a markup language, XML is a meta-language that can define new DTDs.

Universal Data Exchange Format - Although XML was first defined as simply a Web document format, numerous organizations are using it as a means to transfer information between application systems. Because of its extensible nature and the self-describing metadata within the documents, XML can support an extremely flexible and dynamic environment for application interoperability and integration. Normally, two communicating applications must predetermine the format of the messages sent between them, i.e., the data elements that are being passed and the order in which the data elements are arranged. But if the applications format the messages with XML, then the two applications can dynamically interpret the message format. XML can be used as a universal data interchange format.

Flexibility and Extensibility - XML offers a lot more flexibility and extensibility than traditional messaging or middleware communications. The application that publishes the XML document could add a new attribute to the document, such as "Price", to support the requirements of another application. The original applications that used the document would be unaffected by the additional attribute since they only look for the "Name," "SKU," and "QuantityOnHand" attributes.

Integration Solution - XML is a powerful enabling technology, and some people are of the opinion that XML can provide a complete integration solution. Using XML, applications can easily transfer information across the Internet using pervasive protocols such as HTTP. The flexibility and extensibility of XML can support much looser connections than traditional middleware. (Flynn, 1999)

Companies such as Oracle and Microsoft are focusing on supporting ASPs, which are shifting the software model away from shrink wrap and toward online applications you can rent, which has major implications for business-to- business commerce. Market researchers at the Yankee Group foresee applications-hosting services growing to an $11 billion business by 2002, up from $3.1 billion in 1999, which could make rented online applications one of the big drivers of business-to-business commerce. 

e-Commerce capabilities Desired  

Business to Consumer Solutions

There are several key areas to examine when setting up a web site to sell to consumers. The administration determines how your site can be updated, what information can be retrieved, and how easily customers can navigate through your site. Online ordering determines how many items, what type of items, and how customers can place orders on the site. Security is another big feature, customers do not feel comfortable shopping on web pages where they feel their credit card and other personal information is not being handled securely.

Administration

Online Updates - The ability to update the site from any Internet connected PC. 

Marketing Tools - Features that easily manage the maintenance of customer buying history 

and preferences, targeted e-mailing capability, and affiliate program management.

Customizable Reporting – The ability to make customize reports to make fundamental decisions about the effectiveness of the sites design and product offerings. Solution must also provide reports on paths customers are taking through the store.

Online Ordering

Product search engine - features that allow customers to easily find needed items. Architecture of the system needs to provide for instant organization and fast product search while maintaining complete compatibility with other systems.

On-line shipping calculations – feature that allows the customer to easily see their total cost including tax, shipping and handling.

Accepts Billing and Shipping addresses – In order to maximize sales the store should be capable of accepting orders and payments in as many ways as possible. Features will be needed to allow ordering online, fax, telephone, and snail mail whilst payment methods include credit and debit cards, paper and electronic checks and digital cash.

Security

Online Credit Card authorization - Features that allow real-time card verification in order to get orders processed and shipped as soon as possible.

SSL integration for ordering - Using a Secure Sockets Layer (SSL) compatible server and browser will ensure that the credit card information cannot be discovered by third parties. 

Secure Order Processing  - Features that always make sure that credit card numbers and other sensitive information is encrypted when stored on the local system. If the system is compromised, the encrypted information - and the customers - will be protected. 

Other Features

Database Management - The ability to import product data from a database file. For ease of use to manage entering a large number of different products and details about the products.

Visitor Tracking - feature that utilizes more than cookies to track visitors in the store. Some customers will not shop at sites that use cookies.
Online Order Tracking - Feature that allows customers to instantly check the status of their 

orders and eases the demands the customer service team.
Inventory Management System - Features that can automatically remove items from 

sale once the stock drops below a pre-determined level.

Business to Business Solutions

A recent study released by Deloitte Consulting says businesses that take their purchasing online can expect to reap hefty returns.  Deloitte says that responses from more than 200 business executives polled in a recent survey showed that business-to-business e-commerce - what it calls e-Procurement - will bring returns averaging three times what the companies expect to spend on procurement systems over the first two to three years of such projects. 

The Deloitte study also found: 

More than 50 percent of the companies described electronic procurement as important as - or more important than - online retailing. 

High-tech manufacturers were leading the race to electronic procurement, followed by, in order, such industries as telecommunications, banking and insurance, energy, and retail. 

Companies reported that, on average, nearly 70 percent of their suppliers were willing to participate in electronic commerce initiatives, suggesting that entire supply chains are increasingly "e-Procurement" ready. (Bonisteel, 1999)

Supply Chain Integration

Supply chain solutions are desired to allow an unlimited number of trading partners to seamlessly share information real-time and streamline business processes across the supply chain using standard Internet protocols and without modifying firewalls, applications or writing custom APIs. 

These solutions allow the company to make sure that costs associated with inventory remain low and that production balances customer demands. Inventory costs can be significantly reduce by electronically passing orders to various suppliers, automatically receiving delivery status reports, and constantly viewing real-time inventory status on all warehouse stock.

Automated Procurement

Automated procurement solutions are needed to integrate a number of business processes at many points along the supply chain. These solutions allow businesses to integrate supplier catalogs and e-commerce ordering systems directly with procurement and other ERP systems. These features will allow the company to pull up-to-the-minute product, pricing and availability data from multiple suppliers. Web-hosted catalogs can directly be placed into your procurement system, without the need to maintain separate side-buy-side supplier catalogs. Purchase orders can be sent directly from procurement systems to Web-hosted electronic ordering systems, and while customers can browse third-party Web sites, you can choose to re-route transactions to your company for better order tracking and tighter purchasing control.

Customer orders can be managed better by simply logging on to the company's procurement application, querying major suppliers to find out who has an item in stock, can guarantee a required delivery date, and who has the best price as well. Orders than can instantly be placed directly through the vendor's e-commerce Web site. Instant confirmation of an order can be delivered, and within minutes receive a shipping tracking number tied to a priority morning delivery. In addition, the company can save significant amounts of money and make customers happy as well. 

Shipping and Logistics

Shipping and logistics solutions are needed to ensure seamless integration of company logistics system with all major shipping vendors.

These solutions allows employees to not have to recall lengthy tracking numbers for each package sent, they can simply login to the system and view all shipping information that pertains to them in real-time. This integration can be extended to customers so that they can access up-to-the-second shipping information through the company Web site. The company can provide better customer service while freeing up staff to work on other task. This solution will also customers to make better decisions.

Management of the Site 

Vendor Support

When looking at Internet Service Providers who offer Web Hosting and related services there are several key specifications a company should look for. The vendor must provide quality Web hosting along with reliable connectivity services, dedicated and shared web servers and Web site management.  The vendor must also provide assurance that mission critical data applications will run securely and reliably on their IP network. The following are a sample set of requirements needed for a company setting up a Virtual Store Web site.

Reliability and Service Requirements

High quality service and support. A staff that is capable of monitoring the web site around the clock, performing data back-ups, and generate utilization reports. The service should provide redundant servers housed in geographically dispersed locations, a redundant high-speed backbone connection and guaranteed uptime.

Scalability Requirements

The vendor should have support that can easily accommodate future growth.

Flexibility

The ability for a company to make real-time changes to the Web site content.

Communications

Communications should be secured to prevent unauthorized access to sensitive business information.

Timing Requirements

The vendor should be able to get the e-business applications up and running and remote workers as soon as possible.

Budget requirements

The vendor needs to provide a cost-effective, completely priced solution.

Characteristics

The vendor should have a proven track record of offering a functional, stable Web Host for e-commerce. The vendor should offer guidance through the unfamiliar world of electronic commerce and should have strong ties to other Web service providers or in-house expertise on e-commerce application development and Web design.

When preparing an RFP to vendors the following issued should be clearly addressed:

· A summary of their offerings and what specific features they support that put them ahead of the competition. 

· A complete list of services, products, and recommendations necessary to meet the RFP’s specified objectives.

· A technical description of their offerings, its features and limitations.

· A detail explanation of their pricing schemes.

A recent RFP issued by Network Computing revealed competition between Web hosts is fierce. Fierce competition doesn't necessarily translate into lower prices. Some analysts predict fees to rise for the higher levels of service, while competition drives down the cost of Web-hosting services at the low end. Fees generally rise with the degree of handholding and focused care.  The more dedicated and customized the service, the higher the price. The low-ballers sell shared hosting services for as little as $4.95 a month. Premium dedicated service operators charge tens of thousands of dollars a month, competing on the basis of reliability, technical support and custom services. (Fisher, 1999)
Security

Security methods will be used to protect the virtual stock, company information, as well as customer information.

Basic security of company information such as using password protection, making backups, and installing virus protection software will be a major part of the company security plan. 

 Authentication methods will be used to protect the computer network. This measure involves assigning approved users official usernames and passwords that they must enter before gaining access to all secure data. Passwords will require number and letters and will be changed by users every four months.

Backups of all company data will be performed two to three times a week and stored off site. Software will be purchased to automatically run backup procedures at selected off peak business hours.

Anti-virus software will be stored on all computers. Programs will be set up to run automatically when users turn on their desk to computers.

Customer Support

Customer service features are critical to keeping customers happy. The company will use some of these key features to enrich our customer support service.

· Automatic order confirmation – When a customer places an order they will automatically receive a receipt via email with an order number.

· Order Status Checking – Customers will be able to check the status of their order by typing their order number under an order status section of the web site.

· Return Mailing Labels – Customers will be shipped a return label for convenient and quick returns.

· Toll Free Customer Support Number – customers can check delivery status and ask questions through the tool free number provided by the web site.

V. Conclusion

The use of the Internet has skyrocketed over the past few years as commercial activity on the Web has boomed. Massive and continually growing numbers of Internet users are beginning to shop on the web, spending billions of dollars online. The key to becoming a successful web business is to be prepared. By developing comprehensive customer acquisition strategies and outstanding customer service, a Web business can thrive when others fail. The key to delighting customers is exceeding their expectations. This will not only increase repeat business, but also generate very valuable word of mouth advertising just like any other business. 

Flexibility is key to keeping an eBusiness viable.  A Web business must constantly reevaluate and update its online presence.  The storefront, like the business itself, must continue to adapt to the rapid evolution of customers and products.
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     Do you have experience running 24-hour-per-day, 


7-days-per-week computer systems                      


             ?





You can host your own site.





yes





No





     


        Are you


 willing to hire such expertise


             ?





Hire a webmaster who has run real-time network servers.





yes





No





Go to a hosting service.
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		Order Processing
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		Tracks inventory		No		No		Yes		No		Yes		No		No		No

		Provides customer e-mail confirmation		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes
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		Administration and Reporting
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