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Online Shopping and The High Street




What is the impact of online shopping on small business?

Small business lack resources to compete with big business

One of the major advantages that big business such as Amazon, Boohoo, Showpo, PrettyLitteThing, Forver 21, ASOS, Urban outfitters to name but few is primarily resources. These businesses are so well structured financially and logistically. They have their own in-house resources that can that help them reach a broader audience and generate massive profits. They possess processing power far beyond the reach of small businesses, which in turn allow them to operate on global market, and they possess recourses such as:

· In-house IT department with computational power to reach the whole world
· Financial department with far qualified personnel
· Credit line with major financial institutions around the globe
· Research department to help them the stay on top of the competition
· Human resources far beyond the reach of small businesses

These resources put these companies on top of the business competitions and are the underlining elements that generate massive sales in contrast to small companies with little or non-existent well structured resources.

Companies with these types of resources have well-planed online services (E-commerce) that allow for maximization of profits. The core forces of these companies are normally their websites (E-commerce site), which are fuel with latest software innovations such as B2B that lack in small businesses. 
B2B business model is at center of most these well known company such Amazon or Alibaba. To understand a bit more about the underneath layers that comprises the driving forces of these major online companies; we have to understand the core layer, which is B2B. 
What is B2B?

The online newspaper BUSINESS NEWS DAILY on the article “what is B2B‘’ has simple definition:

“ This term simply means Business-to-Business, which is model that focuses on selling products and services to other companies.” Adam C. Uzialko, the B2B staff writer for the BUSINESS NEWS DAILY even goes a bit further: “think of it as a supportive enterprise that offers the things other companies need to succeed or get a leg up on the competition. In contrast with the business-to-consumer or consumer-to-business models, B2B offers the raw materials, parts or services companies need to boost profits, from manufacturing industries to retail environments”

How does these online companies generate such massive profit in contrast to small businesses? 

Once again this report will rely the on few examples given by Adam C. Uzialko, the B2B staff writer for the BUSINESS NEWS DAILY:

“A good Example of traditional B2B market is the automobile manufacturing. The tires, hoses, batteries and electronics essential to the final product- the vehicle- are often manufactured by separate companies and then sold directly to the automobile manufacturer. When you buy a car from one company, you are really purchasing parts that were created by dozens, if not hundreds of businesses. Because so many small transactions result in one large business-to-consumer sale, B2B companies tend to experience a high volume of sales”

For the purpose of this objective I will name only B2B among many other businesses model, which are the driving forces behind High volume sales, which lacks in most small businesses. Armed with such a powerful tool as B2B, these online companies have created many businesses Networks or internetworks that allow them to operate at ease, cutting small businesses and exchange critical information among themselves. B2B is serious platform which is maintained by a qualified IT personnel can be very expensive to small businesses in term of maintenance.
 
Small business focus primarily on small target regional customer

Without proper business model or platform such B2B in place, small businesses tend to target a small audience usually a local regional market due to lack financial or logistical resources, which makes it hard to generate massive profits and to stay in business competition, thus in certain case limit the market regionally or drive them out of business. Even though small business can generate profits, in comparison to big online businesses, the margins are minimal and some time can lead to serious business frustrations.

Another example comes from an article written in theguardian “John Lewis to extend online shopping empire via thousands of corner stores which state”:
Andrew Layton, manager of Omni-channel development at John Lewis said “ its tie-up with collect+ was intended to make shopping online easier because shoppers would not have to wait at home for goods to be delivered. ‘We know from research that if not convenient, shoppers will look else where,’ and he said ‘ So-called’ ‘click and collect’ orders have doubles at john Lewis in the past year, accounting for 35% of online sales, after the department store allowed shoppers to pick up goods from its sister super market chain Waitrose last summer.”

From this it easy to deduce that online collaboration with sister companies encourage high volume sales and keep customer satisfied instead of focusing of the regional market alone.
Theguardian: “about a quarter of John Lewis’s sales were taken online over Christmas, when online sales rose to 44%”.

This show that profitability with small companies can come with collaboration with other companies, which is done by utilizing online service to broaden the business scope and maximized profit.
For small organization such as John Lewis in contrast to major companies such as Amazon or Alibaba needs to generate sales which comes from shifting certain of their services online instead of staying locally. In the above example John Lewis has mad emergence to utilize online services reach a broader audience.

Small business can complete with big business

Even tough online service drive sales and create serious problem for the local store or small retailers, the effect of online service not only affect small retailers but also other service such city councils. Since there is competition in the market the only way to survive is look at every aspect of the business. For example online services face lower tax in contrast to local retailers, which in turn have business expensive that often tend to make these companies crawl.

Theguardian published an article “the city must wake to up to digital growth says tech investor” in which one the UK biggest investor has called ” city and FTSE 100 companies to wake up to the internet, warning that there will be more casualties if they do not”.

Saul Kelein, a partner at index Ventures and former chief executive of Skype, said that:
“digital business was now third biggest contributor to the economy, responsible for 8 % of GDP, but the city and public sector were asleep to its significance.” To stress the matter even more the article state: ’’American internet companies like Google and Amazon have walked in and eaten the lunch of UK in medial, in retail, in travel – and they not going to stop here. They are going to do it in other sectors like financial services, accommodation” and this was said at the London Web Summit.”

Small business can survive the punch if they realize the emergence online service and its advantages by finding ways to shift the their services online and follow certain online business model such the B2B or other online services.

Kingfisher Chief warns of store closure over online firms’ tax advantage said thegurdian, Ian Cheshire, chief executive of kingfisher: “he would close a quarter of this company’s store were it not for log-tem leases and other arrangements that would make the closer expensive. Business rates are one of the biggest charges the retailer faces. With as much as 120 millions pounds going on tax each year.”

“We do pay our taxes [for the] public good”, said Cheshire: “But online retailers are not facing the same tax take.” Facts: if the company were to reduce its stores, the government’s tax take would fall accordingly. “So 25 % fewer stores would be 25 % less tax.” warned Cheshire, who said: “the company s sales and profits would be unaffected by any such move”
Theguardian state that: “online retailer take advantage of their lower cost to undercut offline competitors, who face not only business rates rent, higher energy and staffing costs”.
 These factors have a majors influence in the way businesses are conducted but if certain organizations can take advantage of online service, they would be able to stay in business and reach a larger market and create a or join new market network.

 Can Small businesses reach a broad audience?

The factors influencing small businesses can be ranged from government taxes to improper utilization of existing services, but small businesses can be creative not only by joining certain online free services but by thinking out of the box, companies such Google, amazon started somewhere and emerged to be global super power by utilizing the internet.

We all don’t have to use the power of the B2B in order to maximize profit and climb the ladder of success such as Google or Amazon, but we can all become creative and access the power of the Internet and not re-inventing the wheel. Most of these services exist and are waiting to be used. 
Small companies may not have all the expensive resources, a fancy IT department and colossal personnel in term of human resources and huge research department but Internet has the power to connect us to wide range of audience never dreamed before.

Conclusion
The real questions are: what is that others are doing and doing well? How are they doing it? Are our businesses taking advantage the Internet?

One has to have the ability see the opportunities where other sees them not. The Internet has change the way to do things; it has connected the world with the simple click and continues to amaze the world with its power of interconnectivity. 

Let s look at the social media for example:

People from different background, different races, different ethnics, countries, culture all meet in the simple web page, they can express the deepest emotional feelings, their lost and gain, reach long lost friend from primary school who now venture in different place around the world, share photos, music’s, etc.
Businesses too can take advantages of the online service to market their products, shift some of the departments online to avoid colossal government taxes ,and maximize their profits, reach a new market and change the world all at a simple click.

Websites do give companies the ability expose their products online but too often it is hard to drive traffic to certain sites due to lack of internet marketing tools which are primarily controlled by companies such as Google or Amazon, but all these small businesses and other services soon will have to join the emergence on the Internet make themselves available to wide range of audiences. The sky is the limit.

To prove the point below I have attached a chart image from the National statistic of Great Britain on website sale (e-commerce) in comparison to electronic data interchange.


 From the National statistic:
“In 2016, Total e-commerce sale were £511 billion, up from £503 billion in 2015. While websites sale grew by £9.7 billion since 2015, to £236 billion in2016, EDI sales fell by £1.9 billion to £274 billion. Coverage of micro enterprises (those with less than 10 employees) are only available form 2014 and are therefore included in figure below”
[image: ]
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Figure 1: UK e-commerce sales, 2008 to 2016 (including micro-enterprises
from 2014)
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