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ACW 1 E-Business Case Study Report - Zebedee Comics Ltd 

Assumptions made

· The company will have to hire a professional site builder as none of the staff members are trained in building dynamic e-commerce web sites.
· ZCL has access to a web server as they already have their own site. This server supports database access and other relevant features required for an e-commerce web site.

· They can carry on with whoever is currently hosting their site. 
· Someone will be able to maintain/update the site from the company after some basic training. 
· No delivery mechanism is in place for customer orders so that will have to be sorted. 
· The current static site has not been that successful in terms of ‘hits’. 
· ZCL already has a database of stock and past customer information. This will have to be linked with the e-commerce site in a suitable format.
· The majority of ZCL target market have access to the Internet and are computer literate. 
· Their suppliers and other partners will be able to integrate easily within the e-business.
Benefits/Pitfalls
There are many benefits of e-Business to the purchaser and the provider. These are outlined below in relation to the case study.

Benefits and pitfalls for the purchaser

A key benefit of e-business for the company, which only has stores in one part of the country, will be convenience. Customers will be able to shop any time from almost any location. Plus having an online shop will mean ZCL can present all its products in one place to the customers offering a wider selection than in-store. Customers can receive relevant and detailed information much faster and e-Business will facilitate customisation. Dell for example allows significant customisation of their products before the final purchase. Furthermore, an online presence will allow customers to easily interact with other customers in electronic communities and exchange ideas as well as compare experiences. This could be very beneficial for the niche markets that ZCL appeals to and to organise the community events it facilitates. Finally e-commerce facilitates competition, which results in discounts.
As well as all the benefits, pitfalls include security and trust issues in on-line shopping, delay in provision of the goods and less interaction with the products. The products sold are those that customers welcome some interaction with before deciding upon a purchase and the Web wouldn’t allow this. Customers may visit the stores first then buy online later after some thought. A key example would be books and magazines where customers like to have a quick scan through before making their decision. This is especially evident in busy high street stores such as WH Smith, who have also established a successful web presence to satisfy the widest audience possible. Some of their customers may like the physical shopping experience and interacting with the products while others will just want to make purchasing quick and hassle free from the comfort of their own home. Discounts are also available compared with the physical stores. Waterstones can be considered as another competitor. They are a major player and have a very successful online presence as they formed a strategic alliance with Amazon.co.uk and use their e-commerce platform. This cooperative strategy (as opposed to competitive) brings together the UK's leading specialist bookseller and the UK's leading online retailer.
Benefits and pitfalls for the provider

ZCL needs to act to keep in business and e-Business is a sensible option due to the relative ease of start-up and low capital cost. Reduced overheads will allow reduced prices to the customers in the long-term as well. E-Business will allow unlimited opening hours and expand the marketplace to national and international markets. Better customer service, targeted marketing, mass customisation, customer profiling can all be achieved and increase customer satisfaction. E-Business will also provide alternative more efficient (and cheaper) ways to do routine work such creating, processing, distributing, storing and retrieving information.
There any many pitfalls for the ZCL though such as adopting the wrong business model, poor technology choices and lack of skills which would have a negative impact on the overall company. Planning is the key for an effective user-friendly web presence that stands up to the competition. Plus a good marketing strategy needs to be in place for their online presence or it could be a failure. Poor management and not enough thought to maintenance are further pitfalls. The whole e-Business infrastructure including the storage of stock and delivery has to be efficient for customer satisfaction.
E-Business Model 
It is vital that ZCL develops a clear business model as many of the EC failures in the 2000-01 period can be partially attributed to lack of strategy.
The proposed model for ZCL as an e-Business can be described as a ‘merchant model’ (Michael Rappa, 2000) or an ‘e-Shop’ (Paul Timmers, 1998) where sales are based on list prices. However, some of the specialist items could also possibly be auctioned online. The e-Business model can be further classified as click and mortar as the traditional brick-and-mortar retail establishment of ZCL will have a web storefront as well. The e-Business category for ZCL will be mainly B2C selling their products to consumers online, but also B2B as it will be communicating with the specialist manufacturers that they deal with for example.
ZCL sells speciality products for niche markets such as Alien head casts and miniature spaceships. This is a great market opportunity but it faces significant competition from major players in the market such as Amazon for some of its products. To survive it needs to develop an effective web presence and attract many new customers globally, and as a result gain a good reputation. Their current friendly and knowledgeable physical presence needs to shine through on the web as a competitive advantage. They will have to satisfy the basic rules of business by giving customers what they want, when they want it, at the right price, and with the expected quality. Their web presence not only needs to be an effective e-Commerce site but also promote their physical presence. 
ZCL’s goals are to broaden its marketplace (increasing sales) and reduce its costs.  Their basic 5-year strategy is to:

· Increase share of the speciality magazine and toy market in the UK

· Make inroads into international markets

· Make cost savings organisation wide
They will have to concentrate on fulfilling the following four key commerce processes shown in the diagram below. This proposed business model is based on Treese & Stewart, 1998:
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Attract – Advertising and Marketing
· Advertising: listings on widely used search engines, printed URL on traditional advertising, inform current customer base about site (email/newsletter), possible advertising on other relevant /popular sites (following cost/benefit analysis)
· Marketing: appealing easy to use web site that meets user requirements (prototyping and evaluation beforehand), one-to-one marketing (personalised emails).
Interact - Content
· Engaging and informative e-Catalog 
· Customization of the system to the level of the individual consumer. Creation of individual customer profiles and generation of content specific to the user such as product recommendations. 
· Other value added services including staff/customer reviews of products and a forum for interactivity and to reflect the friendly and knowledgeable reputation of the company. Cheap (even free) delivery to entice customers into making an order from their site rather than competitors.
Act – Order Processing, Payment, Fulfilment 
· An easy to use shopping basket will be provided and secure payment methods will include credit and debit cards & possibly Paypal (consider transaction costs)

· In terms of order fulfilment, the goods will be packaged and delivered to the customer via an outside delivery company. 

React – Customer Service
· Customer service will be mainly handled via email and a Web FAQ.

· Order tracking will also be available for the customers, which will be very convenient and reassuring.
· A returns procedure will be available. 
All these features relate to the trust and loyalty element of the company which is essential in an increasingly “virtual” business world. ZCL has an excellent reputation and this has to shine through. 
The financial aspects also have to be considered within the business model:




“Product innovation and customer relationship maximize revenue, while an effective infrastructure management shall minimize costs and therefore optimize the profit model.” (Osterwalder & Pigneur, 2002) Operating as an e-business, ZCL should be able to lower their costs, increase revenue and therefore hopefully make a profit (from a current loss of £1M) satisfying their long-term goals.
There are many different views and methods on how to construct a business model and what to include. Another effective model that was also investigated was the ontology proposed by Osterwalder & Pigneur, 2002.
Implementation Model
Now the business model for ZCL has been constructed, an implementation (system design) model will be detailed.

Functional features for ZCL to consider for their e-Shop include:

1. Content – products, services, pricing information, and links to other resources…
2. Presentation – layout of site, design, multimedia elements
3. Back-end processing – integration with their database, financial institutions, etc.
4. Computational services – front-end services that the e-Shop offers users including search & on line ordering capabilities, on line secure payment mechanisms, on line customer service, etc
5. Usage tracking – track the number of hits to e-Shop and learn the customer demographics. Furthermore, based on this knowledge, the e-Shop can automatically customise its presentation for users.
The diagrams below illustrate the basic system design for the ZCL’s e-Business including the technologies / architectures to be used in implementing the designed model.
General e-Business Architecture

Electronic Data Interchange (EDI) is a broadly defined communications protocol for exchanging documents among business computers. Web services are similar to EDI, but simpler and less expensive to implement so these will be used instead in ZCL’s architecture as cost is a key issue. XML will be used as the main standard for marking up data so that info can be easily exchanged between applications.

(Based on Abouzakhar N.S. 2006. Week 3 Lecture: E-Business Technology)

Specific e-Shop structure/processes
(Based on Laudon and Traver, E-commerce, 2004 p 200)
















ZCL will have to gather statistics to evaluate their model and performance to enable effective business decisions. Site management software and services such as those provided by Webtrends can monitor customers’ activities. Data warehousing and data mining techniques will be used. Details can be analysed for the following actions they will generally perform when visiting the site:
1. Visit site – Not impressed - Don’t place order

2. Visit site – Impressed with products – Don’t place order

3. Visit site – Impressed with products – Place order – Not impressed with service – Don’t place another order

4. Visit site – Impressed with products – Place order – Impressed with service – Place another order

Finally ZCL needs to consider security as it is a critical aspect of e-Business with legal requirements. Measures will have to be taken to lessen the risk of intrusion into corporate networks and web-sites. Additionally, the security of transactions is vital to consumers’ confidence. ZCL can protect themselves and their customers by using a firewall, authentication and authorisation mechanisms (secure login in systems, restricted access to databases, etc). Plus as already mentioned to increase the customers trust in buying online from ZCL the secure payment mechanisms (using SET protocol) need to be stressed.
Reflection
ZCL should move into an e-Business environment as there are clearly many advantages that all link with their 5 year as it will:
· Promote Availability and Market Reach - Electronic media is available any time from any location in the world with an Internet connection. 
· Build Buyer/Seller Relationships - Buyers are able to receive highly customized service and can build one-to-one relationships. 
· Reduce Costs - Overhead costs, paperwork, time and errors can be reduced. 
· Improve Marketing Capabilities - Analysis of markets and products may be improved because buyer information is more readily available.

The other option proposed by Saeed is that ZCL can survive and increase revenue by minimising its stock levels, reducing some of the more costly services it offers and closing some of its unsuccessful stores that are running at a loss.  He also believes that there is a market for a factory outlet based store where ZCL can sell off its surplus stock at bargain prices. The main problem with this alternative is that unlike the e-Business option it will not promote availability and market reach. As mentioned this is a major goal and the Asian market is believed to be a potential goldmine for their products. Also closing down so many stores will mean many job loses and this could result in a negative impact on their excellent reputation. “Businesses that want to stay competitive and viable must embrace the opportunities of setting up digital markets if they wish to survive”. (Adam, Dogramaci, Gangopadhyay & Yesha, 1999)
SWOT Analysis

Used in a business context, SWOT analysis helps you carve a sustainable niche in your market. A SWOT analysis for ZCL’s proposed web presence is shown below:
	Strengths (Internal)
	Weaknesses (Internal)

	· Already have a physical presence established - chain of 25 speciality magazine & toy stores.

· Already host a basic web site
· Most items sold are fairly light -could offer zero or low cost postage & packaging both nationally or internationally.

· Speciality products for niche markets with limited physical competition.

· Excellent reputation amongst present clientele & as a community resource.

· Friendly, knowledgeable atmosphere within the stores – reflect on web site.
· Good agility (respond quickly to demands or opportunities)
· Sale of used customer items relevant to its sales stock.  
· Sponsors role-playing tournaments & charities 

	· Costs are increasing whilst profits decreasing. ZCL need to turn this around in some way or will be out of business. 

· Even though ZCL has a basic web presence already, new skills and a reasonably large start up cost will be required to move into an e-Business environment. As stated though things cannot continue as they are.

· Physical stores are only located in North Yorkshire & Lancashire so others in the UK may not know about ZCL depending on their current marketing ability.

· How will they effectively market themselves on the Web?

· Where to store all the additional stock required?

· Delivery issues for larger items…

	Opportunities (External)
	Threats (External)

	· E-Business will expand ZCL’s existing customer base, perhaps opening up International markets especially the Asian market believed to be a potential goldmine.
· E-Business will lower the cost of transactions for the organisation.

· Allow ZCL to expand without significantly increasing its physical presence in the marketplace – cheaper.


	· Faces significant physical competition from reputable national chains such as WHSmith, Woolworths & Waterstones for some items. These have superior access to channels of distribution and already have moved into e-Business.

· Plus strong online competition from eBay & Amazon.
· Specialist manufacturers that ZCL deal with may soon establish purely online retail sites of their own.
· Amount of demand for the products?
· A poor web presence could have a negative impact on the overall company.
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